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Sent; Wednesday, August 01, 2012 3:34 PM

To: Filings@psc.state.fl.us

Subject: 120015-El SFHHA's Supplement to its Motion to Compel FPL

Attachments: Supplement to SFHHA Motion to Compel.pdf

Electronic Filing

a. Person responsible for this electronic filing:
Mark F. Sundback
Andrews Kurth LLP
1350 I Street, NW
Suite 1100
Washington, DC 20005
202-662-2715 (phone)
202-662-2739 (fax)

b. Docket No. 120015-EL

c. Document being filed on behalf of South Florida Hospital and Healthcare Association
(SFHHA).

d. There is a total of 18 pages.

€. The document attached for electronic filing is SFHHA's Supplement to its Motion to

Compel FPL to Respond to Certain

Requests for Production of Documents.
(See attached Supplement to SFHHA Motion to Compel.pdf)

Thank you for your attention and cooperation to this request.

Regards.

Annisha Hayes
AndrewsKurth, LLP

1350 | Street, NW

Suite 1100

Washington, DC 20005
202-662-2783
202-662-2739 (fax)
ahayes@andrewskurth.com
www.andrewskurth.com

The information contained in this e-mail and any attachments to it may be legally privileged and include
confidential information intended only for the recipient(s) identified above. If you are not one of those
intended recipients, you are hereby notified that any dissemination, distribution or copying of this e-mail
or its attachments is strictly prohibited. If you have received this e-mail in error, please notify the sender
of that fact by return e-mail and permanently delete the e-mail and any attachments to it immediately.
Please do not retain, copy or use this e-mail or its attachments for any purpose, nor disciose all or any
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for rate increase by Florida
Power & Light Company
Docket No.: 120015-EI

Dated: August 1, 2012

O SN Y N S R

SOUTH FLORIDA HOSPITAL AND HEALTHCARE ASSOCIATION’S
SUPPLEMENT TO ITS MOTION TO COMPEL FLORIDA POWER AND LIGHT
COMPANY TO RESPOND TO CERTAIN REQUESTS FOR PRODUCTION OF
DOCUMENTS

Pursuant to Florida Rules of Civil Procedure (“Fla. R. Civ. P.”) 1.350(a), Fla. R. Civ. P.
1.380(a)(2) and Rule 28-106.204 of the Florida Administrative Code, the South Florida Hospital
and Healthcare Association (“SFHHA”) hereby supplements its Motion to Compel Florida
Power and Light Company (“FPL”) to Respond to Certain Requests to Produce Documents. In
support hereof, SFHHA states as follows:

1. On July 24, 2012, SFHHA filed a Motion to Compel FPL to Respond to Certain
Requests to Produce Documents (“Motion to Compel”).

2. FPL filed a response to that motion on July 31, 2012 (“FPL Response™).

3. Good cause exists for granting leave for SFHHA to briefly supplement its Motion
to Compel. FPL’s Response distorts the record and misstates a number of facts. This response
will help clarify the factual record.

4, FPL’s objections to Request No. 8 should be disregarded. There is no question
that FPL and its witnesses that testified concerning its return on equity (“ROE”) and capital
structure repeatedly relied upon Standard & Poor’s (“S&P”) assessment of FPL’s corporate
credit rating. See, e.g., Avera Direct Testimony at pp. 18:8, 74:22-75:7 n.61; p. 81:14-15 n.63;
pp. 84:23-85:1 n. 67 (note that the S&P report cited to in Dr. Avera’s festimony is included as
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Attachment A to this supplement); Exh. WEA-3 at p. 1 (column labeled “S&P Credit Rating™).
In addition, FPL Witness Avera relied solely on the corporate credit ratings from S&P (not those
from Moody’s and Fitch, as suggested by FPL (FPL Response at Paragraph 5(b)) when
constructing his Utility Proxy Group. See Avera Direct Testimony at p. 33:17-20; Exh. WEA-3
at p. 1. He used ratings that were one notch below and above FPL’s consolidated corporate
credit of “A-" from S&P (i.e. ratings of “BBB+" and “A”) “[i]n order to reflect the risks and
prospects associated with FPL’s jurisdictional utility operations.” Id. at p. 33:17-20.

5. Contrary to the statements in FPL’s Response (see FPL Response at Paragraph
5(a)), there is an issue in this case whether FPL’s corporate credit rating from S&P (“A-")
accurately reflects FPL’s risks, as opposed to the risks of its unregulated affiliate NextEra
Energy Resources. As previously described by SFHHA in its Motion to Compel (see Paragraphs
10-11) and admitted to by FPL in its Response (see Paragraph 5(c)), S&P’s corporate credit
rating of FPL is based upon the consolidated credit profile of NextEra Energy, Inc. and NextEra
Energy Resources.

6. FPL claims in its Response that NextEra Energy Resources’ contribution to
NextEra Energy, Inc.’s consolidated credit profile “is not substantial.” FPL Response at
Paragraph 5(c). However, the statements contained in S&P’s report suggest that S&P disagrees.
S&P specifically states in the April 18, 2011 analysis relied upon by FPL Witness Avera that
FPL only “represents about half of the consolidated credit profile . . .” Attachment A at p. 2 of
the S&P report, 3rd paragraph under “Rationale” (Bates No. Staff 000801) (emphasis added).
Afier discussing factors affecting FPL’s risks in the first paragraph of its analysis, S&P states
“{m]ore importantly, the proportion of NextEra’s unregulated businesses--the riskier merchant

generation, marketing, and trading activities--could increase, which could further erode its




consolidated business risk profile.” Id. at p. 2, 1st full paragraph (emphases added). S&P also
states that NextEra Energy Resources’ “risks permanently hinder credit quality, especially in
light of the influence that marketing and high-risk proprietary trading results have on [NextEra
Energy Resources’] earnings and cash flow.” Jd. at p. 3, 2nd full paragraph (Bates No. Staff
000802) (emphasis added). FPL cannot seriously claim that the risks associated with NextFra
Energy Resources are not affecting FPL’s consolidated corporate credit rating from S&P.

7. FPL chose to solely rely on S&P’s corporate credit ratings for FPL and other
companies when selecting its Utility Proxy Group. That group is used to provide support for
FPL’s recommended ROE. In addition, FPL chose to rely on S&P’s report for supporting its
assessment of FPL’s risks when selecting its recommended ROE. As described above, S&P’s
report relies upon an assessment of FPL and its affiliates’ risks. Hence, it is appropriate to
understand the risk of the other affiliated companies included in S&P’s analysis and their affect
on FPL’s risk. For the reasons stated in SFHHA’s Motion to Compel and this supplement,
Request No. 8 is relevant to the subject matter of this proceeding and reasonably calculated to
lead to the discovery of admissible evidence. FPL should be compeiled to fully respond to the
request and provide all responsive documents thereto.

8. FPL’s objections to Request No. 87 should also be disregarded. FPL claims in its
response that it conducts resource planning based on total system load forecasts for energy and
peak. See FPL Response at Paragraph 19. However, any total system load forecasts would
necessarily be the sum of the forecasts for individual customer classes. In other words, in order
to be meaningful, total system load forecasting must consider the forecasts of the individual
classes of FPL’s total load. Otherwise, the load forecasts would not be rationally related to

FPL’s specific circumstances. For the reasons stated in SFHHA’s Motion to Compel and this




supplement, Request No. 87 is relevant to the subject matter of this proceeding and the Request

is reasonably calculated to lead to the discovery of admissible evidence. FPL should be

compelled to fully respond to the request and provide all responsive documents thereto.
WHEREFORE, SFHHA moves for an order compelling FPL to respond fully within five

(5) days to SFHHA'’s First Request for Production of Documents Nos. 8 and 87.

Respectfully submitted,

/s/ Mark F. Sundback
Mark F. Sundback
Kenneth L. Wiseman
Lisa M. Purdy
William M. Rappolt
J. Peter Ripley
Andrews Kurth LLP
1350 1 Street NW
Suite 1100
Washington, D.C. 20005
Ph. (202) 662-2700
Fax. (202) 662-2739

Attorneys for the South Florida Hospital and Healthcare Association

August 1, 2012




CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a copy of the foregoing Supplement to SFHHA’s Motion to

Compel FPL to Respond to Certain Requests for Production of Documents has been furnished by

electronic mail and/or U.S. mail to the following parties on this 1st day of August, 2012 to the

following:

Florida Power & Light Company
Ken Hoffman

R. Wade Litchfield

215 South Monroe Street, Suite 810
Tallahassee, FL 32301-1858
Phone: (850) 521-3900

Fax: (850) 521-3939

Email: ken.hoffman@fpl.com

Florida Retail Federation

Robert Sheffel Wright

John T, LaVia, III

Gardner, Bist, Wiener, Wadsworth, Bowden, Bush,
Dee, LaVia & Wright, P.A.

1300 Thomaswood Drive

Tallahassee, FL 32308

Phone: (850) 385-0070

Fax: (850)385-5416

Email: schef@gbwlegal.com

Florida Power & Light Company
John T. Butler

700 Universe Boulevard

Juno Beach, FL 33408-0420
Email: John.Bulter@fpl.com

J.R. Kelly

Joseph A, McGlothlin

Office of Public Counsel

111 West Madison Street, Room 8§12
Tallahassee, Florida 32399-1400
Phone: (850) 488-9330

Fax: (850) 487-6419

Email: KELLY JR@leg.state.fl.us

Florida Industrial Power Users Group

Jon C. Moyle, Jr.

Vickie Gordon Kaufman

Keefe Anchors Gordon & Moyle, PA

118 North Gadsden Street

Tallahassee, FL. 32301

Phone: (850) 681-3828

Fax: (850) 681-8788

Email: jmoyle@kagmlaw.com
vkaufman@kagmlaw.com

Jennifer Crawford

Keino Young

Florida Public Service Commission

Division of Legal Services

2540 Shumard Qak Boulevard

Tallahassee, FL. 32399

Phone: (850) 413-6199

Email: JCRAWFORD@PSC.state.fl.us
KYOUNG@PSC.state.fl.us




Robert H. Smith

11340 Heron Bay Blvd. #2523
Coral Springs, FL 33076
Email: rpjrb@yahoo.com

Charles Milsted, Associate State Director
200 West College Avenue

Tallahassee, FL 32301

Phone: (850) 577-5190

Email: CMilsted@aarp.org

Federal Executive Agencies
Christopher Thompson

Karen White

¢/o0 AFLOA/JACL-ULFSC

139 Barnes Drive, Suite 1

Tyndall Air Force Base, FL 32403

Email: chris.thompson.2@tyndall.af.mil

John W. Hendricks

367 S Shore Dr

Sarasota, FL 34234
Telephone: (941) 635-0223
Email: jwhendricks@sti2.com

Mr. & Mrs. Daniel R. Larson
16933 W. Harlena Dr,
Loxahatchee, FL 33470

Phone: (561) 791-0875
Email:danlarson@bellsouth.net

Susan F. Clark

Florida Bar No. 0179580

Radey Thomas Yon & Clark, P.A.
301 South Bronough Street, Suite 200
Tallahassee, Florida 32301

Email: sclark@radeylaw.com

Thomas Saporito

177 US HWY 1, Unit 212
Tequsta, FL 33469

Email: saporito3@gmail.com

Lisa C. Scoles

Radey Thomas Yon & Clark, P.A,
301 South Bronough Street, Suite 200
Tallahassee, Florida 32301

Email: 1scoles@radeylaw.com

Ms. Karen White

Federal Executive Agencies
AFLOA/JACL-ULFSC

139 Barnes Drive, Suite 1

Tyndall Air Force Base, Florida 32403
Email: karen.white@tyndall.af.mil

Paul Woods, Quang Ha, Patrick Ahlm Algenol
Biofuels Inc.

28100 Bonita Grande Drive,

Suite 200 Bonita Springs, FL. 24135

Paul. woods@algenol.com
Quang.ha@algenol.com
Patrick.ahlm{@algenol.com

William C. Garner, Esq.

Brian P. Armstrong, Esq.

Nabors, Giblin & Nickerson, P.A.
1500 Mahan Drive, Suite 200
Tallahassee, Florida 32308
Email: bgarner@ngnlaw.com

Cynthia A. Everett, Esq.
Village Attorney

Dadeland Square

7700 N. Kendall Dr. Ste. 703
Miami, FL 33156-7591
Email: cae@caeverett.com

Larry Nelson

312 Roberts Road Nokomis,
Nakomis, FL 34275
seahorseshoresl @gmail.com

(s/ William M. Rappolt
William M. Rappolt
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Florida Power & Light Company

Pocket No. 120015-El

Staff's First Request for Production of Documents
Request No. 19

Page 1 of 1

Q.

Please provide copies of the ROE witness Avera workpapers. For purposes of this response,
provide copies of all reports, analyses, data bases, inputs, or other forms of information that the
ROE witness Avera relied on in performing the Discounted Cash Flow, Capital Asset Pricing
Model and any additional analyses.

A.

A complete copy of the workpapers supporting Dr. Avera’s testimony is provided. These
workpapers include source documents and information relied on by Dr. Avera in performing the
Discounted Cash Flow, Capital Asset Pricing Model and other analyses presented in his
testimony, as well as articles and publications cited in his testimony that are not readily available
from public sources, such as regulatory agencies and courts.
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Florida Power & Light Co.

Primary Credit Analyst:
Todd A Shipman, CFA, New York{1) 212-438-7678; todd_shipman@standardandpoors.com

Secondary Credit Analyst: _
Diniitri Nikas, New York (1) 212-438-7807; dimitri_nikas@standardandpoors.com
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Recovery Rating

Related Criteria. And Research
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Florida Power & Light Co.

Major Rating Factors

Strengths: ‘ Corporate Credit Rating
¢ High-quality electric utility that generates steady earnings and cash flows; AfStablefaz
e Active efforts by the parent to sustainably reduce commodity price risk
exposure in unregulated activities;
¢ Low regulatory risk in Florida; and
¢ Relatively strong service territory with good customer growth prospects and
a predominantly residential and commercial base,

‘Weakriesses:

# Aggressive capital spending plans that stress financial metrics;

& Dependence on natural gas to generate electricity in Florida; and

¢ Higher-risk operations and less dependable cash flows from affiliate's merchant generation, energy trading, and
other unregulated activities.

Rationale

The ratings on Florida Power & Light Co. (FP&L) are based on the consolidated credit profile of its parent,
diversified energy holding company NextEra Energy Inc. The credit fundamentals on its regulated utility side have
been among the strongest in the U.S., due primarily to low regulatory risk and an attractive service territory with
healthy economic growth and a sound business environment. Both of those pillars have been shaken in recent years
as Florida, and FP&L's service territory in particnlar, suffered during the recession, and regulators have responded
in ways that reflect greater political influence over regulatory decisions. Maintaining financial strength despite

- regulatory setbacks and a moribund economy in Florida has been challenging, althongh the utility's actions to
rebuild its regulatory risk profile have been effective. More importantly, the proportion of NextEra's unregulated
businesses--the riskier merchant generation, marketing, and trading activities--could increase, which could further
erode its consolidated business risk profile.

FP&L is a large, regulated public utility with integrated assets (generation, transmission, and distribution) in south
Florida and along the populous ¢astern coastline and the growing lower western coastline of the state. FP&L owns
almost 24,000 megawatts (MW) of efficient, well-operated, mostly natural gas and nuclear-fueled electric generating
plants that are used primarily to serve its own customers.

The ratings on afl NextEra entities reflect the strength of the regulated cash flows from integrated electric utility
FP&L, and the diverse and substantial cash generation capabilities of its unregulated operations at subsidiary
NextEra Energy Resources (NER). FF&L represents about half of the consolidated credit profile and has better
business fundamentals than most of its integrated electric peers, with a better-than-average service territory, sound
operations, and a credit-supportive regulatory environment in which the company has been able to manage its
regulatory risk very well. A willingness to expand through acquisitions, fluctuating cash flows from NER's rapidly
expanding portfolio of merchant generation assets and growing marketing and trading activities, and significant
exposure at the utility to natural gas detract from credit quality. Standard 8 Poor's characterizes NextBra's business

Standard & Poor’s | Glabal Data Solutions RatingsXpress | Aprii 18, 2011 Y
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Florida Power & Light Co.

risk profile as strong and its financial risk profile as intermediate, (Qur methodology applies the terms excellent,
strong, satisfactory, fair, weak, and vulnerable to characterize business risk and _mihimai', modest, intermediate,
significant, aggressive, and highly leveraged to characterize financial risk. See. " Criteria Methodology: Business
Risk/Financial Risk Matrix Expanded," published May 27, 2009.) |

NextEra's business risk is anchored by the company’s core electric utility oparations in Florida, which exhibit
proficiency in almost every area of analysis: the service territory has historically fared better than most of the rest of
the.country despite its lagging performance in the'Great Recession, the customer mix is mostly residential and.
commercial, costs and rates are low, and reliability and customer satisfaction are high, While the state is not.
immuae to overall economic trends, we expect Florida to attrace new residents and jobs over the long rerm.
NextEra's large and growing reliance on natural gasto. fuel utility generation could, oves time; tufn from an
advantage (because of its favorable enviropmental status and currently low prices) to a weakness if gas prices are
erratic. over time. Regulatory risk, the most important risk a utility faces, has been well managed at FP&L but rose
as regulators reacted to weak econemic conditions and keener attention in the political arena with a series of
decisions for FP&L that fell short of the very sound tecord of past support for credit quality. In December 2010 the
Florida Public Service Commission {PSC) approved the company's settlement with the state attorney general and
other crucial parties that will freeze base rates through 2012 and begin the cost recovery for a large new gas-fired
plant coming into service in 2011. The settlement provides a stable base for NextEra to maintain financial
performance and credit metrics consistent with ratings. The settlement and PSC approval also suggest that.
regulatory risk has stabilized,

NER, the main subsidiary under unregulated NextEra Energy Capital Holdings Inc. (Holdings), engages in electric
generation, marketing, and trading throughout the U:S. NER's focus is on geographic and fuel diversity and on
developing environmentally advantageous facilities that benefit from public policy trends. The merchant genetator's
capaciiy of almost 19,000 MW consists of more than 40% wind turbines; a little more than one-third
natural-gas-fired stations, and the rest mainly nuclear facilities. Three-quarters of the wind projects, one-third of the
natural gas capacity, and three of the four nuclear units operate under largely fixed-price, long-term contracts. The
rest of the portfolio, including one nuclear plant, is merchant capacity that is exposed to market prices for its
output. While a policy of actively hedging the commodity price risk of plant inputs and outputs helps to dampen the
risks associated with energy meichant activities, there is an inherent level of commodity price risk that NER cannot
avoid. In addition, NER's extensive use (approximately 40% of installed capacity) of project financing of its assets
diminishes. its cash flow quality, which is offset by lower financial risk. WER's risks permanently hinder credit
quality, especially in light of the influence that marketing and high-risk proprietary trading results have on NER's,
earnings and cash flows,

We believe the governance and financial policies for managing risk are adequate. NextEra's financial profile is
characterized by very healthy credit metrics, adequate liquidity, and a2 management attitude toward credit quality
that supports ratings. Importantly, sophisticated but complex financial structures employed at the project level
substantiate significant off-credit treatment of largely non-recourse debt at NextEra. Any-indication that
management is using or is willing to use its own financial resources to aid a troubled project in support of strategic
objectives could lead Standard & Poor's to reevaluate the adjustments made to NextEra's reported debt. Large
adjustments are also-factored into the credit analysis tegarding hybrid debt instruments and power-purchase
agreements at FP&L, Adjusted credit metrics in current economic and market conditions support the intermediate
financial profile. We expect the metrics to remain steady, including funds from operations {FFO} to debt of around
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Florida Power ¢ Light Co.

25% and debt to capitalization below 50%.

Liquidity

The short-term rating on FP&L is *A-2'. The parent manages liquidity {although FP&L has its own sources of
liquidity), and we measure it on a consolidated basis. Liquidity is adequate.under Standard & Poor's corporate.
liquidity methodology, which categorizes liquidity in five standard descriptors. (See "Standard & Poor’s “
Standardizes Liquidity Descriptors for Global Corporate Issuers," published July 2,.2010, on RatingsDirect;} Our
liquidity assessment largely reflects FP&L's long-term issuer credit rating (ICR) and the stable regulated utility
operations that substantially contribute to cash flows. Adequate liquidity supports our "A-' JCR on FP&L. The
company's projected sources of liquidity, mostly operating cash flow and available bank lines, exceed its projected
uses, mainly necessary capital expenditures, debt maturities, and common dividends, by more than 1.2x. NextEra's
ability to absorb high-impact, low-probability events with limited need for refinancing, its flexibility to lower capital
spending or sell assets, its sound bank relationships, its solid standing in credit markets, and its generally prudent
risk management further support our assessment of its liquidity as adequate.

Qutlook

The outlook on the ratings for NextFra and its subsidiaries is stable and reflects a business profile thatis
increasingly dominated by higher-risk merchant energy activities and a utility that still presents a better-credit profile
than its peers. We would consider a lower rating if regulatory risk worsens, operational efficiency at NER
deteriorates, investment decisions at NER demonstrate a bigger risk appetite, or financial performance declines due
to permanent changes in the Florida economy or merchant energy markets. We would consider a higher rating ifa
dramatic, sustainable shift in Florida's economic, political, and regulatory environment is accompanied by
affirmative steps to reduce risk at NER.

We also base the stable outlook in part on Standard & Poor's baseline forecast that NextEra will attain adjusted-
funds from operations (FFO) to debt metrics above 20% and adjusted debt to capital metrics below 50% over the
near to intermediate term. Year-to-year fluctuations in weather (including hurricanes), fuel cast recovery, and
burdensome spending on large solar projects may temporarily affect metrics, but Standard 8 Poor's expects the
company to adapt its financial risk management and the pace of capital spending to account for these and other
factors and preserve its ability to achieve the stated metrics. We could lower the ratings if the company falls short of
these expectations. '

Accounting

NextEra's and FP&L's financial statements are prepared under U.S. generally accepted accounting principles and
audited by independent auditors Deloitte & Touche LLP, which issued an unqualified opinion. NextEra ¢mploys
regulatory accounting under Starement of Financial Accounting Standards No. 71 for regulated utility FP&L, which
permits the company to defer recognition of certain revenues-and expenses in-accordance with future probable
regulatory decisions. As of Dec. 31, 2010, NextEra had about $1.6 billion of regulatory assets and $4.3 billion of
regulatory liabilities on a balance sheet that contained $53 billion of total assets: It is uncommon fora utility to have
greater regulatocy liabilities than assets.

NextEra relies on tax incentives, including direct tax credits, in NER's project development efforts. Tax credits
underpin the economics of the projects, and NextEra guarantees the payment of production tax credits to projects
that have been funded by third parties in project financings. Deferred tax assets, in the form of carryforwards of tax
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Florida Power ¢ Light Co.

credits and net operating losses, have been growing at an accelerated rate on NextEra's balance sheet, totaling about
$2.5 billion in 2010. To realize these tax benefits, the company must, among other things, continue to produce
growing taxable income to use the carryforwards. If the deferred tax asset grows unabated, we could make an

analytical adjustment to reported financial results if we eventually-conclude that the company is unhkely to fully
realize the tax benefir.

In analyzing the company's financial profile, Standard & Poor's makes several off-balance-sheet adjustments that
are shown in the reconciliation table below. We treat NER's fossil-fuel-based projects as nonessential to the
company's strategy. We consolidate the nonrecourse.debt associated with the projects in the financial statements,

but we remove the debt and related interest in our adjusted numbers. Fowever, we consider the renewables

portfolio to be an integral part of its growth strategy, so we deconsolidate only 75% of related nonrecourse project
debt and interest in our adjustments. In addition, we remove associated effects on the reported income and cash flow
statements and replace them with the pro rata share of actual distributions received from the projects. Credit metrics
fully reflect debt related to projects under construction and subject to completion guarantees. As of year-end 2010,
we removed approximately $4.3 billion of nonrecourse debt from the balance sheet.

Other adjustments include a reduction in debt-and interest expense for storm recovery bonds issued to securitize
hurricane damage costs (which the company services through a separate, non-bypassable, legislatively mandated rate
mechanism) and adjustments to reflect the equity treatment on hybrid debt securities in accordance with our criteria
on hybrid capital. Also, we regard purchased-power agreements as fixed obligations and assign a portion of the
value of the payments based on the risk factor as debt and impute an associated interest charge in calenlating the
adjusted coverage ratios. We use a 25% risk factor, reflecting the recovery of these costs through an adjustment
clause, and apply a discount rate equal to the urility's average cost of debt to the fixed capacity payments. We
impute a debt-like obligation of apptoximatety $950 million on to the balance sheet.

Rating Methodology

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

Recovery Rating

We assign recovery ratings to FMBs issued by investment-grade U.S. utilities, which can result in issue ratings being
notched above a uslity's ICR depending on the rating category and the extent of the collateral coverage. We base
our investment-grade FMB recovery methodology on the ample historical record of 100% recovery for secured
bondholders in utility bankruptcies and on our view that the factors that supported those recoveries (the limited size
of the creditor class, and the durable value of utility rate-based assets during and after a reorganization, given the
essential service provided and the high replacement cost) will persist in the futnre. Under our recovery criteria, when
assigning issue ratings to utility FMBs, we consider our calculation of the maximum amount of FMB issuance under
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Florida Power & Light Co.

the utility's indenture or other legally binding limitations relative to our estimate of the value of the collateral
pledged to bondholders, management's stated intentions on future FMB issuance, as well as any regulatory
limitations on bond issuance, FMB ratings can exceed a utility's ICR by up to one notch in the 'A’ category, two
notches in the 'BBB' category, and three notches in speculative-grade categories. {See "Criteria: Changes To
Collateral Requirements For *1+' Recovery Ratings On. U.S. Utility First Mortgage Bonds," published Sept. 6, 2007.)

FP&cL's FMBs benefit from a first-priority lien on substantially all of the utility"s real property owned or
subsequently acquired. Collateral coverage of more than 1,5x supports a recovery rating of '14’, which indicates our
expectation for 100% recovery in a default scenario, and an issue rating one notch above the ICR.

Related Criteria And Research

o Standard & Poor's Updates Its 118, Utility Regulatory Assessments, March 12, 2010
o Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, May 27, 2009
o Assessing U.S. Utility Regulatory Environments, Nov. 7, 2008

Table 1

NexiEra Energy Inc. -- Peer Comparison®

Industry Sector: Energy
NexiEra Enorgy Dominion Resources Public Semvice Entarprise _
) Inc. Entergy Corp.  Ine, Group Inc. Explon Corp.
Rating as of April 18, 2071 A-/Stable/- BBB/Stale/  A-/Stable/A-2 BBB/Positive/A-2 BBB/Stable/A-2
--Average.of the past three fiscal years-
{Mil. $} .
Revenues 15,4714 M,721.7 155393 11,9955 17,6903
Net income from continuing 1,669.4 1,247.3 2,028.7 1,466.6 2,662.0
operations
Funds from operations (FFO) 3,697.3 34116 3.160.3 2,494.4 54226
Capital expenditures 26537 2,486.0 35684 1,8745 3.208.1
Cash and short-term investmants 358.3 18415 58.7 2602 16410
Debt 14,5056 13,7037 18,3532 B8757 19,0520
Prefarred stock 1,719.3 155.5 8875 53.3 2417
Equity 14,523.3 B,514.3 12,0343 B5338 12,664.3
Debt and equity 29,028.9 22,2180 30,3875 17.409.5 31,716.3
Adjusted ratios
EBIT intarest coverage {x) 38 32 34 62 Y
FFQ interest coverags X} 6.4 46 349 6.0 . B5
FFO/debt (%) o 255 24.9 172 28,1 28.5
Discrotionary cash flow/debt (%) 20 1.7 8.9 1.0 5.4
Met cash flow/capital . 107.8 1133 8.6 a7.1 1260
sxpenditures (%) : ‘
Tatal debt/debt plus equity (%) . h0.6 61.7 £0.4 510 60.1
Return on common equity (%) 12.5 138 18.0 : 175 20
Comman dividend payout ratio 467 47.6 50.2 4.0 515

{unadjusted) (%)
*Fully adjusted {including postretirement obligations}.
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Table 2

NexiEra Energy Inc. -- Financial Summary™

Industry Sector: Energy
--Fistal year ended Dec, 31--

2010 2009 2008 2007 2006
Rating history A-/Stable/- A/Stable/~ A/Stablef-- A/Stablef— AfStabls/-
{Mil. $)
Revenues ' 150090 154234 159832 148615 152255
Net income from continuing operations 19570 18150 14362 12813 11816
Funds from-operations {FFD} 35268 42736 31855 3,558.6 37287
Capital expenditures 289700 2840 22000 18027 1,7948
Cash and short-term investments 302.0 2380 5360 2800 620.0
Debt 152145 145035 137888 10,7702 11,6369
Prefemen stock 11765 11765 10050  1.0045 504.5
Equity 163905 144835 125980 11,7385 164345
Debt and equity 36060 289870 264mA8 225097 RONA
Aﬂiumnl ratios
EBIT interast coverage (x) ‘ 44 35 35 32 30
FFO interest coverage [x) 63 73 58 63 60
FFO/dabt (%) 238 79.5 231 3o 320
Discrationary cash flow/tdebt (%) 05 35 1.9 T 04
Net cash flow/tapital expenditures (%} 840 1203 109.7 1586 1746
Debt/debt and eguity (%) 48.1 500 821 478 52.7
Return on commen equity {%) 136 121 1.7 115 113
Common dividend payout ratio {unadjusted} (%) 421 474 5.3 5.8 50.2
*Fully adjusted (including postretirement ohligations]. N

Tahle 3

Reconciliation Of NextEra Energy Inc. Reported Amounts With Standard & Poor’s Adjusted Amounts
--Fiscal year snded Dec. 31, 2010--

(Ml 87

NextErs Enurgy Inc. reportad amounts

Operating Operating Operating

Share- incoms  incoma  income Cashflow CashHow
holders' {before {bafore {after Intarest from from Dividends Capital
) Debt  equity Revenues D&A) D&A) D&A] sxpense operiations coperations peit  expeniditures

Reported 7208220 134810 153170 5,050.0 50500 3.243.0 979.0 38350 38340 8230 29470
Standard & Poor's adjustments
Intemiediate (1,1765)  1,1765 - - - - (820) 82.0 82.0 820 -~
hybrids reported
as debt
Postretirement = o - {1n7.0) {117.0} {117.0} = 54.6 545 -
benefit '
obligations . _
Accrued interest 210.0 = - - - - - - -
rot included in
raported debt
www.standardandpoors.com/ratingsxpress 7
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Tahle 3

Reconciliation Of NextEra Equy ine. Reported Amaunts With Si.ﬂidd:d & Poar's Ad]u.,led A!noums fNiiI 8" (contf

Capitalized - - - - - ~ b {500 {500
interast

1
‘@,
&
&l

Share-based - - - - 570 . -
compensation
oxpense

Nonsecourse {4,306.0}
debt

Seguritized utllity (5310}
£ost recavery:

Power purchase 8490 1223 1223 492 432 132 n2 - -
agreements :
Reclassification - - o -
of nonoperating

Income

{expenses)

Hfaclassiﬁcation - - - - - = " ST -
of

working-capital

cash flow

changes

us - = - - - - - {109.01 {103.0 - w
decommissioning

fund

contributions

Other (7530} - 7530 - - - = = - -

Total (56075 11,9265  {30B0)  {3027) (2457 (2178)  {2908) 50.8 207.2} 820 500)
adjustmants

'
+

(2600)  (80.0)  (280.0)  (2800) {(280.0) ~ - o -

3

{28.0) (286)  (280)  (280)  (280) - » - -

i

15,0 = - - - -

Standard & Poor's atjusted amounts

Dperating' , . '
income Cash flow Funds
{before. Intarest from from Dividends Capital
Debt  Equity Revenues " D&Ay EBITDA EB!‘I_' exXpense operations operations paid expenditures
Adjusted 152145 163305 150090 47473 48043 30252 6882 36848 356268 905.0 2,897.0

*NaxtEra Energy Ine. reported amounts shown are tekan from the company's financial statements but might inciude adjustments mada by data providers of reclassifications mada ty
Standard & Poor's analysts. Pleede nota that two reported amourts (opevating income before D&A-and cash fiaw from operations)-&re used to derive moie than one Standard & Poor's
adjusted amount (operating incors before EYA and EBITDA, anic cash fiow fram operatians and funds frorh operations, respectively). Consequently, the first section in sofne tablas may
feature duplicate descriptions and amourits, D&A--Degreciation and amertization.

iPraferred Stockiz lasues]_ 2
_ 'Semar Sacured (28 [ssues)
Sanior Secured (9 lesuss) }5-5--'-.;33 .
Unqmratq Cred;t Ratiugs Hls‘tow
1 M&rZ{Hﬂ

20

deDetdots ..
Business Risk Profils
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Na content (including retings, credit-related analyses and data, moged, Software or other application or butpiut therefrom} or any part thereof (Content) may ba modified;
reverae engineored; raproduced or distributad in any form by any maans, or:stored in-a database or retrieval systam, without the prior written permission. of S&F. The Content
shaill not be used for any unlawful or unautharized purposes. S&P, its sffiliates,-and any third-party providsrs, at-wall 8 thelr directols, fficars, sharsholders, employees or
agents {cotlectively SRFP Partias) do nat. guarantee the accuracy; cumpleteness, meliness or availability of the Content. S&P Parties am not responsible for any-grrors or
omissions, regardiess of the cause, for the resulis bbtained from the usé of the Contant, or for the segurity or aintenence of any data iriput by the user. The Conteiit is
provided on an “ag [* basis, S&P-PARTIES DISCLAIM ANY AND ALL EXPRESS DR IMPLIED WARRANTIES, INCLUDING; BUT NOT LIMITED TO; ANY WARRANTIES OF
MERCHANTABILITY DR FITNESS FOR A PARTICULAR FURPOSE OR IJSE, FREEDOM FROM BUGS, SUFTWARE ERRORS OR DEFECTS, THAT THE CONTENTS FUNCTIONING
WHLL BE UNINTERRUPTED: OR THAT THE CONTENT WILL DPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. Inno event shail S&P Parties-be liable to any
party for any direct, indirect, incidental, examplary, tomigensstory, punitive, special or consequential damaiges, costs, expenses, legal fees, or lasses {including, withcut
limitation, tost incomeror lost profits and-opportunity costs) In connertion with. any use of:the Coritent evesy if advised of tha possibility of such demagas.

Gredit-related analyses, including ratings, and statsments in the Content ara stataments of upmlon asof the date they are expressed:and not statements of fact ar
recommendations 1o purchase, hold, or sell any securities or to make.any investment decisions. S&P assumes no obligation to upiate the Content following pubilicationin eny
form or format. The Content should not be relied on and is not 2 substitute for the skik, judgment and experience of the.user, its management, employess, advisors and/ar
clients when makinig investment and-other business decisions. S&F's opiniens and ana%es o not address the-sultability of any secirity. SRP doesnot et as & fiduciary of
an Investrment agvisor, Whila S&P has eptainad information from sources it befieves 16 beraliable, S8 toes not perform an audit and undartekes no duty of due diligence of
indeperidert verification af any information it receives.

S&P keeps cartain activities of its business units separate from.aath othier in order to preserve the independance and ohjectivity.of their respactive activities. As a resulf,
certain business units of S&P may have information that is not avaiiable o othar S&P business units, S8P has established policies-and procedures to mairain the
confidentiality of certain non-public information recaived in connéction with-each andlytical process.

S&2 may receive compensation for its ratings and certain credit-refated ans!yses normaity from issuers or undenwriters-of securities or from obligors, SEP reserves the right
to disseminate its opinions and analyses. S&F's public ratings and-analyses-are made available on its Wab sites; www.standardandpoors:tom {free of charge},-and
www_ratingsdivect.com and www.globalcreditportal com{subscription), and may be distributed through cther means, including via S&P publicatians and thirg-party
redistributurs. Additional information about cur ratings fees is available at wiww,staridardaridponrs: com/usratingsfess.

passwords/user lﬂé and ng sinﬁultanéeus -accéé_s via t'hé_sam.passwufdjhsér i) is permitted. To reprint, transiate; or use the data ar infermation other than as provided
herain, coritact Client Servipes, 55 Water Street, New York; NY 10041, {15 212-438-7280 or by:e-mail to: research_réquest@standardandpoars.com.

Copyright @ 1994-2011 by Standard & Poor's Financial Services LLC, a subsidiary of The McGraw-Hill Companias, Inc: All Rights Resarved.

Griws Wil companies

Standard & Poor’s | Global Data Solutions RatingsXpress | April 18.:2011 10

g51435 [ 308 twff 000809
FPL RC-12




