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Florida Power & Light Company
Docket No. 120015-Ei

Staff's Fifteenth Set of Interrogatories
Interrogatory No. 435

Page 10f1

Q.
Please identify the amount of accumulated deferred income taxes associated with the Canaveral
Modernization Project.

A.

The Accumulated Deferred Income Taxes ("ADIT") for the Canaveral Modernization Project
relate to: (1) the book/tax depreciation recorded for the period, (2) temporary differences related
to the debt. component of AFUDC, and (3) the capitalization of construction period interest for
tax. During the construction period, the Company accrues debt AFUDC for book purposes and
capitalizes construction period interest for tax purposes, which are recognized as temporary
differences between the book basis and tax basis of the assets. ADITs are provided for these
temporary differences which will turn around over the life of the asset.

In FPL’s adjustment to remove the Cape Canaveral Modernization Project assets from the 2013
Test Year rate base, the ADIT balances identified with each of these temporary differences were
removed in total from FPL's 2013 Test Year capital structure. The net ADIT amounts related to
these timing differences were also included in the $121.936 million (13-month average) ADIT
amounts used to reduce rate base calculated for the Canaveral Step Increase. The system
$121.936 million amount also included the turn around of these temporary differences during the
12-month period ending May 31, 2014. The ADIT was recalculated to be $121.529 million
(system 13-month average) based on revised the plant-in-service amount for the Canaveral
Modernization Project (see Item No. 18 on FPL witness Ousdahl's rebuttal Exhibit No. KO-16).
The original amount filed and the revised amounts are shown below. See Attachment No. | for
supporting calculations.

($000) 13-Month Average Original as filed Revised
Book / Tax Depreciation ($140,469) ($138,967)
Debt Component of AFUDC {9283 { 9172)
Construction Period Interest 27.816 26,610

Total ADIT {$121,936) (8121.529)
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Florida Power & Light Company
Docket No. 120015-Ei

Staff's Fifteenth Set of interrogatories
Interrogatory No, 436

Page 1 of 1

Q.
Please identify the amount of unamortized investment tax credits associated with the Canaveral
Modernization Project.

A,
There were no amounts of unamortized investment tax credits associated with the Canaveral
Modernization Project.
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Florida Power & Light Company
Docket No. 120015-Ei

Staff's Fifteenth Set of Interrogatories
Interrogatory No. 437

Page 1 of 1

Q.
What were the O&M Base Salary portion for non-executive, non-bargaining employees for the
projected years 2012 and 2013, net of aliocations to affiliates?

A.
The O&M Base Salary portion for non-executive, non-bargaining employees for the projected
years 2012 and 2013, net of allocations to affiliates is $391,514,666 in 2012 and $393,143,393 in
2013. O&M Base Salary excludes overtime and incentive compensation and includes all
non-clause base pay for exempt and non-exempt employees.
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Florida Power & Light Company
Docket No. 120015-El

Staft's Fifteenth Set of Interrogatories
Interrogatory No. 438

Page 1 of 1

Q.
What were the increases in base salary in terms of dollars and percentages for the projected years
2012 and 2013 for non-executive, non-bargaining employees, net of allocations to affiliates?

A

Base salary for non-executive, non-bargaining employees, net of allocations to affiliates will be
decreasing $7.545334, or (1.4)%, from 2012 to 2013. Base salary excludes overtime and
incentive compensation and includes all base pay for exempt and non-exempt employees,
regardless of whether it is recorded as base O&M or otherwise.
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Florida Power & Light Company
Docket No, 120015-E}

Staff's Fifteenth Set of interrogatories
Interrogatory No. 439

Page 1 of 1

Q.
What were the increases in base salary for bargaining employees in terms of dollars and
percentages for the projected years 2012 and 2013, net of allocations to affiliates?

A,

Base salary for bargaining employees net of allocations to affiliates will be increasing
$5.905,668, or 2.4%, from 2012 to 2013. Base salary excludes overtime and incentive
compensation and includes all base pay for bargaining employees, regardless of whether it is
recorded as base O&M or otherwise.
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Florida Power & Light Company
Docket No. 120015-El

Staff's Fifteenth Set of Interrogatories
Interrogatory No. 440

Page 1 0f 1

Q.

Please explain in detail why the non-executive annual cash incentive amounts of $42,782,826
and $6,205,545 were not included in the 2013 adjustment amount shown in column C of FPL's
response to SFHHA’s Sixth Set of interrogatories, Attachment 1.

A.
Column C in Attachment No. 1 of FPL's response to SFHHA's Sixth Set of Interrogatories No.
262 represents the amounts of the Commission's adjustments in the 2010 Rate Case Order No.
PSC-10-0153-FOF. The $6,205,545 non-executive performance-based long-term cash incentive
and the $42,782 826 non-executive performance-based annual cash incentive were not part of the
adjustments in that Order and thus not shown as adjustments in column C.
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Florida Power & Light Company
Docket No. 120015-El

Staff's Fifteenth Set of Interrogatories
Interrogatory No. 441

Page 1 of 1

Q.
Is FPL aware of any other utilities in the state of Florida that uses hot gas path maintenance on
its units? If so, please provide the name of those utilities.

A,

The term “hot gas path™ (HGP) refers to a specific type of maintenance for combustion turbines
{CTs). While FPL cannot speak with absolute certainty which Florida utilities have CT-based
combined cycle units receiving hot gas path maintenance, nor how they undertake maintenance
on those units, a review of the FRCC’s (Florida Reliability Coordinating Council's) 2011
Regional Load & Resource Plan and other sources indicates the following Florida utilities may
be responsive candidates:

FLORIDA UTILITIES WITH COMBINED
CYCLE CAPACITY

FLORIDA POWER & LIGHT CO
FLORIDA MUNICIPAL POWER AGENCY
GAINESVILLE REGIONAL UTIL
GULF POWER CO
MEA
KISSIMMEE UTIL AUTHORITY
LAKE WORTH UTIL AUTH
LAKELAND ELECTRIC
ORLANDO UTILITIES COMMISSION
PROGRESS ENERGY FLORIDA
SEMINOLE ELECTRIC COOP INC
[TALLAHASSEE MUNI UTILS
TAMPA ELECTRIC CO
VERO BEACH MUNICIPAL UTIL
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Florida Power & Light Company
Docket No. 120015-Ei

Staff's Fifteenth Set of Interrogatories
interrogatory No. 442

Page 1 of 1

Q.
FPL states that the company plans to spend over $250 Million for hot gas path maintenance on
26 GE 7FA CTs from the period 2011 through 2013. What sources did FPL used to derived its

conclusion that performing such maintenance would result in these costs.

A,
As outlined in FPL’s responses to OPC’s Sixth Set of Interrogatories Nos. 102, 105 and 106, the
referenced $250 million expenditure relates to capital, not O&M, and is for upgrading, not
maintenance, of the hot gas path sections for 14 out of 26 of FPL’s GE 7FA CTs during the 2011
through 2013 timeframe, Before undertaking this CT upgrade program, FPL conducted detailed
financial and technical analysis of the entire utility GE CT fleet. Vendor information was the
source of costs incorporated into FPL’s analysis used to justify the capital expenditures for this
CT upgrade program. The results indicated the lowest customer cost (CPVRR) was for the 26
GE 7FA CT's selected for upgrade.
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Florida Power & Light Company
Docket No. 120015-Ei

Staff's Fifteenth Set of Interrogatories
interrogatory No. 443

Page 1 of 1

Q.

Please refer to the chart titled “CT Upgrades (2010-2013)” provided by FPL in its response to
the Office of Public Counsel’s Sixth Set of Interrogatories. The column labeled CT Unit
Upgrades list 14 units that FPL proposed to perform hot gas path maintenance for that period.
However FPL has stated that the company plans to perform hot gas maintenance on 26 of its GE
7FA CTs. Please explain in detail the difference.

A,
The total planned CT upgrades for years 2010 to 2015 is 26 units. FPL is upgrading 14 CT units
during the 2011 though 2013 timeframe and the 12 remaining CTs in years 2014 and 2015,
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Florida Power & Light Company
Docket No. 120015-E)

Staff's Fitteenth Set of Interrogatories
Interrogatory No. 444

Page 1 of 1

Q

Please explain in detail the cost estimates of a hot gas path maintenance on one of FPL's GE
7FA CTs. In your response, specifically explain in detail the costs of materials, labor, and any
other components that would make up the such costs and provide comparable cost estimates for
similar maintenance that has been performed by other utilities on one unit.

A,

The “HGP maintenance on one 7FA CT” as it pertains to the .04 upgrades will not change the
labor costs and time duration of a typical HGP outage. The upgrade parts will cost
approximately $14.4M for a set of parts. The parts removed will be sold back to the OEM. The
cost of the parts is based on current Parts Agreement Contract. FPL does not have information
on other utility maintenance costs.
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Docket No. 120015-E!

Staff's Fifteenth Set of interrogatories
interrogatory No. 445

Page 10f1

Q.

In response to the Office of Public Counsel’s Sixth Set of Interrogatories No. 102, FPL states
that the upgraded components of hot gas path maintenance will improve power and heat rate of
its generating units. Please explain in detail how performing hot gas path maintenance is
different from the routine maintenance that FPL has performed on its generating units in the past.
In your response, state whether the routine maintenance that FPL has performed in the past
different from hot gas path maintenance as it relates to the amount of power, heat rate, and
output of the generating unit,

A,
The CT units” HGP .04 upgrade is scheduled during the routine planned hot gas path (HGP)
maintenance. The only difference to the routine HGP maintenance is the introduction of 11 new
upgrade HGP parts designed to improve power and heat rate of the generating units. There are
contractual protections in place to ensure benefits to customers from the upgrade program.
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Staff's Fifteenth Set of interrogatories
Interrogatory No. 448

Page 1 0of 1

Q.

In response to Office of Public Counsel’s Sixth Set of Interrogatories No. 102, FPL states that it
plans to perform hot gas path maintenance on 26 GE (General Electric) 7FA CTs. In addition,
FPL states that the upgrade is a new offer from the original equipment manufacturer. Please
explain in detail how FPL reached the conclusion that the 26 units were candidates for such
maintenance, Please state whether delaying hot gas path maintenance on some of the units
would have a negative effect on electric reliability.

A,

The conclusion that 26 CTs were selected for upgrade was based on a detailed financial and
technical review of the entire 7FA utility fleet and overviewed in the economic analysis
described in FPL’s response to OPC's Sixth Set of Interrogatories No. 106. The Proforma results
showed the jowest customer cost (CPVRR) was for the 26 units sefected.

The plan does not delay HGP maintenance on the 26 units in question. For the selected units, the
maintenance will be performed curing the normally planned HGP outages. For the units not
selected for upgrade, the HGP maintenance will also continue in its normal cycle. Remaining
with the .03 style parts, versus adding with the .04 upgrade, does not impact reliability.
However, in addition to incremental power and efficiency gains, the upgraded parts designed by
GE also provide value by extending service lives and repair intervals associated with the new .04
components.
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Staff's Fifteenth Set of Interrogatories
interrogatory No. 447

Page 1 0of1

Q.

What would be the effect on costs and reliability if FPL chose to perform hot gas path
maintenance on its units incrementally i.e., five units every 3-5 years, rather than the 26 units
over the 20011-2013 period”? In your response. please state whether a phased in approach would
provide FPL with additional information regarding the results of the hot gas path maintenance on
individual units compared to FPL’s proposed schedule.

A,

Hot Gas Path maintenance must occur routinely in accordance with OEM recommendations, In
reference to delaying the scheduled .04 HGP upgrades, over the 2011-2013 period only 14 of the
26 units are planned for .04 upgrades. The remaining [2 are planned to take place from 2014 to
2015. The Proforma considered numerous variations of units for upgrade to the .04
configuration. The analysis showed the lowest customer cost (CPVRR) was for the 26 units
selected for conversion. Of the entire FPL utility fleet, six units (Fort Myers 3A & 3B and
Martin units 3A, 3B & 4A, 4B) were not selected based on the analysis. These units did not
show significant benefits for upgrades therefore they were not included in the planned upgrades.
In addition, since our maintenance intervals are based on hours and starts a phased approach may
not capture the end of life of a part therefore not capturing the full benefit of the part life. For
this reason, the Proforma was based on implementing the .04 during the normally planned
outages. Deferring upgrades defers the net benefits into the future, thereby delaying the delivery
of the project’s benefits to our customers,
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Staff's Fifteenth Set of interrogatories
Interrogatory No. 448

Page 1 of 1

Q

Please refer to FPL’s response to the Office of Public Counsel’s Sixth Set of Interrogatories No.
102. Using the chart titled “CT Upgrades (2010-2013)" as a template, please provide cost
scenarios of the following: Hot gas path maintenance on 5, 10, 15, and 20 of FPL’s GE 7FA
CTs.

A.

Since our maintenance intervals are based on hours and starts, a phased approach such as the one
described above as 5. 10, 15 and 20 of the 7TFA CTs was not performed and will not capture the
fuil end of life of a part. The consequence would be removing the part much earlier than needed
and reduce benefits to our customers. For this reason, the Proforma was based on implementing
the .04 upgrade during the normally planned outages which are based on OEM requirements for
part maintenance and end of life. This approach maximizes the full useful life of the part before
it needs to be repaired or replaced.
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Staff's Fifteenth Set of Interrogatories
Interrogatory No. 449

Page 1 of 1

Q.

Please refer to FPL’s response to the Office of Public Counsel’s Sixth Set of Interrogatories No.
110. Using the chart provided in that response as a template, please provide contractual labor
cost for projections of hot gas path maintenance performance on 5, 10, 15 and 20 of FPL’s GE
7FA CTs during 2012 and 2013.

A,

As mentioned in FPL's response to Staffs Fifteenth Set of Interrogatories No. 447, HGP
maintenance musl occur as regularly required. The CT units’ 0.04 HGP upgrade is for material
cost only as there is no incremental contractual labor cost associated with this program and no
change from routine planned maintenance labor charges. Therefore, the costs for an upgraded
HGP will not change the labor costs of a typical planned HGP.
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Interrogatory No. 452

Page 1 0f 1

For the purpose of Interrogatories Nos. 452 and 453, please refer to FPL’s responses to Staff’s
Third Set of Interrogalories, Interrogatory No. 58.

The Company stated that the decrease shown in MFR Schedule B-15 for Bobwhite-Manatee
reflected a planned in-service date of March 2012, but was updated to 2014 and not shown in
MFR Schedule B-15. Also, the Company stated that the Bobwhite-Manatee Property Held for
Future Use 13-month average is $6,965,763.17.

a. Please state whether FPL added Bobwhite-Manatee Substation to plant-in-service for 2012

and 2013, If your response is yes, please provide the adjustments or journal entries that
should be made to plant-in-service, CWIP, depreciation expense, and accumulated
depreciation.

b. Please explain why the Bobwhite-Manatee Property Held for Future Use 13- month average

»

increased from $4,788,000 and $4,134,000, respectively, for 2012 and 2013 to $6,965,763.17
for both years.

In the forecast for the 2012 Prior Year and 2013 Test Year, $2.831 million for the
Bobwhite-Manatee future use property was transferred from Property Held For Future Use to
a non-depreciable Transmission Plant-in-Service account in March 2012. However, in actual
balances through June 2012, there have been no closings to plant in service for the
Bobwhite-Manatee future use property. The actual balance for this future use property
remains at $6,965,763.17 as of June 2012,

There was no amount forecasted for depreciation expense for this property in the 2013 Test
Year, since 1t was forecasted to close to a non-depreciable transmission plant-in-service
accouni. Therefore, there is no impact on rate base for the 2013 Test Year or revenue
requirements for the 2013 Test Year and no adjustments need to be made.

b. The total amount of $6,965,763.17 reflected tin FPL's response to Staff's Third Set of

Interrogatories No, 58 as Property Held for Future Use represents the total cost of the
Bob-White Manatee property purchased. A portion of this amount was projected to be
closed out to Plant-in-Service in FPL's forecast for the Prior Year 2012 and the Test Year
2013. The amount included on MFR Schedule B-15 in 2013 for the Bobwhite-Manatee
reflects a planned in-service date of March 2012 which is why the 13 month average
Property Held for Future Use amounts are lower than the total cost of the property. The
in-service date forecast assumption was subsequently updated to 2014, but this change was
not reflected on Schedule B-15. 1f the subsequent forecast assumption update of in-service
in 2014 for the Bobwhite-Manatee property were to be reflected in the 13 month average
Property Held for Future Use balances for 2012 and 2013, the amount would be $6,965,763
for both years. There is no impact on FPL's projected revenue requirements in 2012 or 2013
based on whether the full cost of the Bobwhite-Manatee property treated as Property Held for
Future Use or part of the cost is transferred to a non-depreciable Plant-in-Service account as
originally forecast.
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Staff's Fifteenth Set of Interrogatories
Interrogatory No. 453

Page {1 of 1

Q.
For the purpose of Interrogatories Nos. 452 and 453, please refer to FPL’s responses to Staff’s
Third Set of Interrogatories, Interrogatory No. 58.

The Company stated that the decrease in Aggregate Transmission property Under 5% reflected a
planned in-service date for Pirolc of March 2012, but the in-service date was updated to 2017,
The Company stated that due to the update, Pirolo’s 13-month average for 2012 and 2013 would
change 10 $1,636,768 .82,

a. Please state whether FPL added Pirolo to plant in service in March 20127 If your response is
yes, please provide the adjustments/journal entries that should be made to plant-in-service,
CWIP, depreciation expense, and accumulated depreciation for 2012 and 2013.

b. What would be the 13 month average for the Aggregate Transmission Property under 5% for
2012 and 2013, since the Company updated Pirolo in the amount of $1,636,768.82 for 2012
and 20137

a. No, on an actual basis through June 2012, FPL has not added Pirolo to plant in service. It
remains in property held for future use as of June 2012 at a balance of $1,636,768.82.

b. The 13 month average for the Aggregate Transmission Property under 5% for 2012 and 2013

would be $15,562,309, if FPL reflects the subsequest forecast assumption update for Pirolo's
in service date.
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Staff's Fifteenth Set of Interrogatories
Interrogatory No. 454
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Q.
For the purpose of Interrogatory No. 454, please refer to Staff’s Third Set of Interrogatories,
Interrogatory No. 84,

FPL stated that the $12,000,000 demolition costs were inadvertently included in the 2013 CWIP
balance on MFR Schedule B-13. Also, FPL stated it is evaluating the impact on the test year
revenue requirements of the demolition costs and other identified adjustments in its filed rebuttal
testimony.

a. Please provide the applicable adjustment/journal entries for the $12 million demolition costs
as found in MFR Schedule B-13. In your response, please state what is the impact to the test
year revenue requirements based on this correction.

A,

The adjustment to correct the $12 million demolition costs that were madvertently included in
the 2013 CWIP balance on MFR Schedule B-13 is an increase in FPL's 13-month average
jurisdictional rate base of $5,890,000 (55,998,000, system). The impact to FPL's 2013 Test Year
revenue requirements associated with this adjustment is an increase of $610,000. The revenue
requirement calculation for this adjustment is included in FPL's response to Staff's Twelfth
Request for Production of Documents No. 88.
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Florida Power & Light Company
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Staff's Fifteenth Set of Interrogatories
Interrogatory No. 455

Page 1 of 1

Q.
For the purpose of Interregatory No. 455, please refer to OPC’s Sixth Set of Interrogatories,

Interrogatory No. 128, page 3 of 3, Note No. 3.

FPL stated that a $3.8 million credit was made to working capital which should have been a
reduction 10 O&M expenses which caused working capital 1o be understated. Please provide a
detailed explanation as to how the credit occurred and identify the working capital accounts that
was effected.

A.
The $3.8 million amount reflected in wortking capital in Account 253, Deferred Credits, on line
23, page 3 of 5, on MFR B-17 for the 2013 Test Year, represents the actual deferral of DOE
reimbursements awaiting to be applied as an offset to the incremental O&M expense incurred on
Energy Smart Florida projects recorded on FPL's books and records as of September 30, 2011,
This deferred credit remained in FPL's forecast from September 30, 2011 through December 31,
2013, It should have been reduced over the period of October 2011 through December 2012 as
O&M was expected to be spent. Therefore, working capital needs to be increased to remove this
deferred credit. In addition, FPL did not forecast any incremental O&M expenses for projects
that are expected to be reimbursed by the DOE for the period October 2011 through December
2013, therefore, there is no adjustment required for O&M expense for either the 2012 Prior or
2013 Test Years.
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AFFIDAVIT

N

Mike Lannon

State of Florida )

County of Palm Beach )

1 hereby certify that on this [th_ day of Augm;{’, 2012, before me, an
officer duly authorized in the State and County aforesaid to take acknowledgments,

personally appeared Mike Lannon ., who is personally known o me, and he

acknowledged before me that he co-sponscred the answers to Interrogatory Nos. 452 and
453, from Staff’s 15™ Set of Interrogatories to Florida Power & Light Company in

Docket No. 126015-EI, and that the responses are true and correct based on his personal

knowledge.

In Witness Whereof, [ have hereunto set my hand and seal in the State and County

aforesaid as of this _’”Ur" _day of F}M_gq(sf, 2012.

Notary Pullic, State of Florida

Notary Stamp:

: MORGAN &, SABATO
L& Notary Public - Stats of Flarida

P sfé‘”: My Comm, Expires Qet 23, 2015
S Commission # EF 140488
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Robert E. Barrett, Jr.
State of Florida )

County of Palm Beach)

I'hereby certify that on this ? day of Ausﬁf&sﬂ-’l;_‘, 2012, before me, an
officer duly authorized in the State and County aforesaid to take acknowledgments,

personally appeared Robert E, Barrett, Jr., who is personally known to me, and he/she

acknowledged before me that he/she sponsored the answer(s) to Interrogatory No(s). 437

and co-sponsored the answer(s) to Interrogatory No(s). 438, 439, 452, and 453 from

Stafl’s Fifteenth Set of Interrogatories to Florida Power & Light Company in Docket
No. 120015-EI, and that the response(s) is/are true and correct based on his/her personal

knowledge.

In Witness Whereof, | have hereunto set my hand and seal in the State and County

aforesaid as of this jf:day of A ,}51,4 ctm 2012,

Puniic State of Florkd®
® Jennﬂer A Raﬂ\nz)kb%usaa

Notary Stamp

o

@? E ires 02'27'2"““
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Kathleen S Slattery

State of Florida )

County of Palm Beach )

I hereby certify that on this 5"';“- day of ':.Ag"-ig A7, 2012, before me, an

officer duly authorized in the State and County aforesaid to take acknowledgments,

personally appeared ____Kathleen Slattery , who is personally known to me, and she

acknowledged before me that she co-sponsored the answer to No(s). 438 and 439 and

sponsored the answer to Interrogatory No(s). 440 from Staff’s Fifteenth Set of
Interrogatories to Florida Power & Light Company in Docket No. 12001 35-El, and that

the response is true and correct based on her personal knowledge.

In Witness Whereof, 1 have hereunto set my hand and seal in the State and County

S
aforesaid as of this 7/ 0 day of i,-é-féi y, , 2012,
VO g ) A

AT T
Notary Public, State of Florida \/

Notary Stamp:
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(Korel M. Dubin)

State of Florida )

County of Palm Beach )

[ hereby certify that on this 9th day of August, 2012, before me, an officer
duly authorized in the State and County aforesaid to take acknowledgments, personally
appeared Korel M. Dubin, who is personally known to nic, and she acknowledged before
me that she sponsored the answers to Interrogatories No. 450 and No. 451 from Staff’s
15" Set of Interrogatories to Florida Power & Light Company in Docket No. 120015-E],

and that the response is true and correct based on her personal knowledge.

In Witness Whereof, 1 have hereunto set my hand and seal in the State and County

aforesaid as of this ?#‘ day of WM , 2012.
e, &) Yoot

Notary Public, Stefe of Florida

Notary Starap:
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Kim Ousdahl

State of Florida )

County of Palm Beach )

I hereby certify that on this g'[‘m{lay of ﬁueuﬁ 2012, before me, an
officer duly authorized in the State and County aforesaid 1o {ake acknowledgments,
personally appeared Kim Ousdahl, who is personally known to me, and she
acknowledged before me that she sponsored the answers to Interrogatory Nos. 435-436,
and 454-455 from Staft’s 15™ Set of Interrogatories to Florida Power & Light Company

in Docket No. 120015-El, and that the responses are true and correct based on her

personal knowledge.

In Witness Whereof, 1 have hereunto set my hand and seal in the State and County

aforesaid as of this J”d day of Augu{s*t , 2012,

lic, State of Florida

N°1'fv Puby
enmfgr A R'ckﬁ;‘: of Florige

Notary Stamp: x
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I hereby certify that on this _'J__ day of Ak

2012, before me, an

officer duly authorized in the State and County aforesaid to take acknowledgments,
personally appeared Roxane Kennedy, whe is personally known to me, and he/she
acknowledged before me that he/she sponsored the answer(s) to Interrogatory No(s). 441-
449 from Staft’s 15" Set of Interrogatories to Florida Power & Light Company in Docket

No. 120015-EL and that the response(s) is/are true and correct based on his/her personal

knowledge.

In Witness Whereof, I have hereunto set my hand and seal in the State and County

o~

A )
aforesaid as of this ) day of | WINE ,2012.

T g
Notaiy-Rublic,-State of Florida

Notary Stamp:
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Florida Power & Light Company
Docket No. 120015-E1

Staif's Sixteenth Set of Interrogatories
Interregatory No. 456

Pagelof 2

ease refer to a recent WPLG Channel 10 News report concerning a high voltage line that had

fallen for the seventh time in Hialeah, Florida:

#

Please explain the entire history of the fallen line in Hialeah that was reported by WPLG
Channel 10 News.

Please explain in detail what actions or actions FPL has undertaken regarding this incident
and previous incidents.

Has FPL conducted an engineering study or analysis of the current incident and previous
incidents? If not, why not?

Please state the results of the engineering study or analysis.

What are FPL’s future plans and actions {o eliminate a possible reoccurrence?

How many customers were affected and how long was the outage as a result of the fallen
power line?

A review of FPL’s available records over the last 17 years (1995 through current) indicate
that the 3.1 mile long Hialeah feeder (referenced in the WPLG Channel 10 news report) has
experienced 11 wire-down events. Below are the dates and causes for each event obtained
from FPL's outage records:

Date Cause Comments
6/1999 Lightning
6/2000 Vehicle accident
7/2001 Unknown
3/2003 Tormado
2/2005% Vehicle accident
9/2005 Lightning
8/2007* Vehicle accident
3/2008 Equip. failure (unknown) Sustained winds >20 mph;
wind gusts >30 mph
32010% Equip. failure (splice)
172012 Equip. failure(unknown) Sustained winds 15 mph; gusts > 30 mph
7/2012%* Storm/wind Heavy thunderstorms; sustained winds >

25 mph; gusts > 30 mph

Events occurred in front of customer’s (interviewed in the Channel 10 report) house.
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Florida Power & Light Company
Docket No. 120015-EL

Staff's Sixteenth Set of Interrogatories
Interrogatery No., 456

Pagc2of 2

 As a result of the two most recent occurrences, FPL will be removing the last five remaining
spans of the previously existing distribution feeder and will install the new spans on the
existing parallel transmission facilities. The new conductor will be upgraded (stronger) as a
result FPL's current construction standards. All work is expected to be completed by August
31, 2012. Previous to the most recent incident, repairs necessary to restore service were
made.

Yes. A recent review of the feeder’s 5-year load history indicates no overload exceptions
have occurred and that the feeder’s load utilization rate (ranging from 62%-70% per year
over the last five years) is well within tolerance. Each year FPL also reviews all historical
feeder load profiles to determine if any actions {e.g., upgrades of equipment, switching, and
additional new facilities) are necessary to accommodate changing load conditions. Again,
these reviews indicated that the Hialeah feeder was well within load tolerance levels.

See FPL’s response to subpart (c) above.
See FPL’s response to subpart (b) above. While not associated with this feeder, FPL also
notes that it has recently adopted a new overhead splice that should provide improved

durability and reliabilily.

In total. 1,291 customers were affected by the July 12, 2012 outage. Below are the
timeframes associated with restoring all affected customers:

Elapsed Qutage Time #/% Restored Cumulative #/% Restored

22 Minutes 91/7% 91/7%

28 Minutes 890/69% 981/76%
48 Minutes 243/19% 1,224/95%
3 Hours 67/5% 1.291/100%
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Dvid T. Bromley
State of Fiorida )

County of Broward )

I hereby certify that on this 2nd day of August, 2012, before me, an officer
duly authorized in the State and County aforesaid to take acknowledgments, personally
appeared David T. Bromley, who is personally known to me, and he acknowledged
before me that he sponsored the answer to Interrogatory No. 456 from the Florida Public
Service Commission Staff’s Sixteenth Set of Interrogatories to Florida Power & Light
Company in Docket No. 120013-E], and that the response is true and correct based on his

personal knowledge.

In Witness Whereof, I have hereunto set my hand and seal in the State and County

aforesaid as of this 2nd day of August, 2012.

N;ﬁaz_yéubuc, State of Florida

Notary Stamp:
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Florida Power & Light Company

Docket No. 120015-El

Staff's Seventeenth Set of interrogatories
Interrogatory No. 457

Page 1 0f1

Q.

In consideration of the amendment to Rule 25-6.097, Florida Administrative Code, Customer
Deposits, whereby the interest on customer deposits was reduced from 6 percent on residential
accounts and 7 percent on non-residential accounts held longer than 23 months, to 2 percent and
3 percent, respectively, please provide a detail updated cost rate in the capital structure on MFR
Schedule D-1a for customer deposits for the projected test year ended December 31, 2013,

A,

As reflected on FPL witness Ousdahl's rebuttal Exhibit No, KO-20, the updated cost rate in the
capital structure on MFR D-1a resulting from a change in Rule 25-6.097, Florida Administrative
Code, Customer Deposits, for the 2013 Test Year is 1.99%.
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Florida Power & Light Company

Docket No. 120015-El

Staff's Seventeenth Set of Interrogatories
Interrogatory No. 458

Page 1 0f 1

Q.

Please state what was FPL’s monthly actual Net Energy for Load and actual Net Energy for
Load (weather normalized) for the months of August 2011, September 2011, May 2012, and
June 2012,

A,
The table below lists actual and weather normalized actual Net Energy for Load for the months
requested.

Net Energy for Load (MWH)

Actuat without Weather Actual with Weather

Mocnth Normalization Normalization
Aug-11 11,339,539 11,109,308
Sep-11 10,538,653 10,263,930
May-12 9,883,776 9,964,804
Jun-12 10,236,690 10,181,945
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Florida Power & Light Company
Docket No. 120015-E!

Staff's Seventeenth Set of Interrogatories

Interrogatory No. 459
Page 1 of 1

Please state what was FPL’s actual monthly total customers, residential customers, commercial
customers, small industrial customers, medium industrial customers, and large industrial

customers for the months of August 2011, Septernber 2011, May 2012, and June 2012.

A,

The table below lists actual monthly customers for the customer groups and months requested.

Aug-11
Sep-11

May-12
Jun-12

Residential Commercial Small Industrial Medium Industrial Large Industrial

4,028,766
4,024,718

4,052,782
4,051,323

509,275
508,922

511,689

511,685

7,213
7,268

7,176
7,222

Customers
1,253 213
1265 200
1257 206
1,256 206

Total
4,550,328
4,545,995

4,576,751
4,575,347
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Florida Power & Light Company

Docket No. 120015-El

Staff's Seventeenth Set of interrogatories
Interrogatory No. 460

Page 10f 1

Please state what was FPL’s actual monthly residential, commercial, small industrial, medium
industrial, and large industrial sales for the months of August 2011, September 2011, May 2012,

and June 2012.

A‘

The table below lists actual billed sales for the customer groups and months requested.

Billed Saies (MWH)

Residential
Aug-11 5,792,966

Sep-11 5,823,652

May-12 4,194,020
Jun-12 5,175,283

Commercial

4,165,023
4,401,251

3,715,831
4,061,134

Small Medium Large
Industrial  Industrial ~ industrial
5157 23341 240,246
5,578 24990 232,903
4,404 23,555 225,144
4,884 24,980 240,631
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Flotida Power & Light Company

Docket No. 120015-E!

Staff's Seventeenth Set of Interrogatories
Interrogatory No. 461

Page t of 1

Q.
Please state what was the actual monthly CPI (1982-1984 = 100) for the months of August 2011,
September 2011, May 2012, and June 2012,

A.
The table below contains the actual CPI index values for January 2010 through June 2012. This
includes the months requested.

CPI Annual % Change

1/1/2010 217.47

2/1/2010 217.397

3/1/2010 217.44

4/1/2010 217.373

5/1/2010 217.182

6/1/2010 217.206

7/1/2010 217.649

8/1/2010 218.062

9/1/2010 218.364

10/1/2010 219.02

11/1/2010 219.441

12/1/2010 220.414 |

1/1/2011 221.036 1.6%

2/1/2011 222.008 2.1%

3/1/2011 223.193 _ 2.6%

4/1/2011 224.03 3.1%

5/1/2011 224.634 3.4%

6/1/2011 224.837 3.5%

7/1/2011  225.515 3.6%
Cgyson | aezes - 3E

9/1/2011 - 22687 . - 3.9%

10/1/2011 226.804 3.6%

11/1/2011 227.014 3.5%

12/1/2011 227.033 3.0%

1/1/2012 227.505 2.9%

2/1/2012 228.433 2.9%

3/1/2012 229.098 2.6%

4/1/202 229477 2w
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AFFIDAVIT

Ay

Reosemary Mo ey j
AN

State of Florida )

County of Palm Beach )

I hereby certify that on this Qi‘ day of August, 2012, before me, an
officer duly authorized in the State and County aforesaid to take acknowledgments,
personally appeared Rosemary Morley, who is personally known to me, and she
acknowledged before me that she sponsored the answer to Interrogatory Nos._458, 459,
460, and 461 from Staff’s Seventeenth Set of Interrogatories to Florida Power & Light
Company in Docket No. 120015-E1, and that the response is true and correct based on her

personal knowledge.
In Witness Whereof, I have hereunto set my hand and seal in the State and County

N i OS bt

Notary Public, State of Florida

aforesaid as of this _&: day of August, 2012,

Notary Stamp:

MORGAN A. SABATD
Notary Public - State of Florida

5 My Comn, Expirgs Oct 23, 2015
Commission # EE 140489
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AFFIDAVIT

Lo (g, el

Kim Qusdahl

State of Florida )

County of Palm Beach )

[ hereby certify that on this2 ndday of z?rlﬁ:u_(f 2012, before me, an

officer duly authorized in the State and County aforesaid to take acknowledgments,
personally appeared Kim Qusdahl, who is personally known to me, and she
acknowledged before me that she sponsored the answer to Interrogatory No, 457 from
Staff’s 17" Set of Interrogatories to Florida Power & Light Company in Docket No.

120015-EL and that the responses are true and correct based on her personal knowledge.

In Witness Whereof, | have hereunto set my hand and seal in the State and County

aforesaid as of this d’nd day of AIIW L2012,

Notary Stamp:

Y
$ '@f‘ Nolary Public State of Figr
3 + JeNnifar A Reklingk; ora

kN My Comnission o
Faop n°'§ Expires 02127201 E B44536
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S35

FPL’s Responses to Staff’s First Request for
Production of Documents

(Nos. 4 (Bates 2196-220), 5 (Bates 150-154),
6 (Bates 155-160), 7 (Bates 161-166), 8 (Bates
167-176), 9 (Bates 2202-2210), 10 (Bates 177-
180), 13 (Bates 2274-2279), 14 (Bates 182-
190), 15 (Bates 191-200), 17 (Bates 203-205),
19 (Bates 361-378 and 1139-1151),
20, and 21 (Bates 213-231))
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Summary:

NextEra Energy Inc.
Credit Rating:  A-/Stable/--

Rationale

Diversified encrgy holding company NextEra Energy Inc.'s 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 piflars have been shaken in recent years
as Florida, and Florida Power & Light's {FP&L) service territory in particular, suffered during the recession, and
regulators have responded in ways that reflect greater political influence over regulatory decisions. Maintaining
financial strength despite regulatory setbacks and a moribund economy in Florida has been challenging, although
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--couid increase,
which could further erode its consolidated business risk profile.

The ratings on NextEra 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). FP8L 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 portfalio of merchant generation assets and growing marketing and trading activities, and significant
exposure at the utility to natural gas detract from credit quality. Standard & Poor's characterizes NextEra's business
risk profile as strong and its financial risk profile as intermediate. {Our methodology applies the terms excellent,
strong, satisfactory, fair, weak, and vulnerable to characterize business risk and minimal, 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 operations 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 it is not immune to
overall economic trends, we expect Florida to attract new residents and jobs over the long term. NextFra's large and
growing reliance on natural gas to fuel utility generation could, over time, turn from an advantage (because of its
favorable environmental status and current 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
economic conditions and keener attention in the political arena with a series of decisions for FP&L that fell short of
the very sound record of past support for credit quality. In December 2010 the Florida Public Service Commission
{PSC) approved the company's settlement with the state artorney 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 NextFra to maintain financial performance and credit metrics consistent with

Standard & Poor’s | RatingsDirect on the Global Credit Portal | April 18, 2011 2
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Summary: NextEra Energy Inc.

ratings. The settlement and PSC approval also suggests that regulatory risk has stabilized, too.

NER, the main subsidiary under unregulated NextEra Encrgy 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 generator's
capacity of almost 19,000 megawatts (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 merchant 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. NER's risks permanently hinder its credit
quality, especially in light of the influence that marketing and high-risk proprietary trading results have on NER's
carnings 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 a management attitude roward 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
obijectives could lead Standard 8¢ Poor's to reevaluate the adjustments made to NextEra's reported debt. Large
adjustments are also factored into the credit analysis regarding hybrid debt instruments and power purchase
agreements at FP&L. Adjusted credit metrics in current economic and market conditions support the intermediate
financial profile. We expect the metrics to remain steady, including funds from operations (FFO) to debt of around
25% and debt to capitalization below 50%.

Liquidity

The short-term rating on NextEra is 'A-2' and largely reflects the company’s long-term issuer credit rating (ICR) and
the stable regulated utility operations that substantially contribute to cash flows. 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.)
Adequate liquidity supports our 'A-' ICR on NextEra. 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-probabiliry
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.

Outlook

Our outlook on the ratings for NextEra and its subsidiaries is stable and reflects a business profile that is
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

www.standardandpoors.com/ratingsdirect 3
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Summary: NextEra Energy Inc.

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 if a
dramatic, sustainable shift in Florida's economic, political, and regulatory environment is accompanied by
affirmative steps to reduce risk at NER.

We also base the stable outlook in part on Standard & Poor's baseline forecast that NextEra will attain adjusted
FFQ 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 cost recovery, and burdensome spending on large
solar projects may temporarily affect metrics, but Standard & Poor's expects the company to adapt its financial risk
management and the pace of its 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 LLE, which issued an unqualified opinion. NextEra employs
regulatory accounting under Statement 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 for a utility to have
greater regulatory 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
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 unlikely to fully
realize the tax benefit.

In analyzing the company's financial profile, Standard 8 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 intetest in our adjusted numbers. However, we consider the renewables

portfolio to be an integral part of its growth strategy, so we deconsolidate only 75% of related nonrecourse project
debt and interest in our adjustments. In addition, we remove associated effects on the 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 calculating the

Standard & Poor’s | RatingsDirect on the Global Credit Portal | April 18, 2011 4
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Summary: NextEra Energy Inc.

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 utility's average cost of debt to the fixed capacity payments. We
impute a debt-like obligation of approximately $950 million to the balance sheet.

Related Criteria And Research

e Standard 8 Poor's Updates Its U.S. Utility Regulatory Assessments, March 12, 2010
¢ Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, May 27, 2009
+ Assessing U.S. Utility Regulatory Environments, Nov. 7, 2008
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Mooby’s
INVESTORS SERVICE

Credit Opinion: Florida Power & Light Company

Giotal Cradit Research - 11 Apr 2011

Junit Beach, Flarida, United States

Ratings

Category Moody's Rating
Cutiook Stable
Issuer Rating A2
First Mortgage Bonds Aa3
Senior Secured Shelf (P)Aa3
Senior Unsecured Shelf (P)A2
Subordinate Shelf (A3
Preferred Shelf (P)Baat
Commerciat Paper P-1
Parent: NextEra Energy, Inc.

Cutlaok Stabia
lssuer Rating Bazt
Senior ULnsecured Shelf {P)Baat
Subordinate Shelf {P)Baa2
Praferred Shelf (P)Baa3
Contacts

Analyst Phone
Mchael G. Haggarty/New York 212.853.7172
Witliam L. Hess/MNew York 212.553.3837
Keyindicators

[1]Florida Power & Light Company
2010 2009 2008 2007

{CFO Pre-WIC + Interest) / Interest Expense 6.2x 10.5x B.6x 8.3x
(CFO Pre-W/C)/ Debt 2T% 46% 0% 36%
(CFO Pra-W/C - Dividends) / Dabt 2% /% 29% 18%
Debt/ Book Capitalization 3% 36% 3% 38%

[1] All ratios calculated in accordance with the Global Regulated Elsctric Utililes Rating Methedology using Moody's standard adjustments.

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

Opindon

Rating Drivers

- Stabilized Florida pdiitical and regulatory environment with two year rale setemant

- Strong financials, robust cash flow coverages, and low leverage

- Challenging economic conditions in service territory are showing some signs of improvement

- High capital expenditure requirements in 2011 and 2012, mostly for new generation

- Strong liguidity

Curporate Profite

Headquartered in Juno Beach, Florida, Florida Power and Light Company (FPL, A2 lssuer Rating, stable outlook) is a vertically integrated
reguiated utility with a service territory that includes maost of the Florida coastal communities. It is a subsidiary of NexiEra Energy, Inc. (Baa1

Issuer Rating, stable cutiook), one of the largest providers of electricity-related services in North America with annuat revenues of over $15
biflion. NextEra Energy is also the parent and guarantor of NextEra Energy Capital Holdings, Inc. (Baa1 senior unsecured, stable outlook), the
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entity that finances most of its unregulated operations, primarily ingependent power projects through its wholly ownad subsidiary, NextEra
Energy Resources, LLC (unrated).

SUMMARY RATING RATIONALE

FPL's ratings reflect the stabifization of the potitical and regulatory envirohment for investor owned utilities ih Florida; the company's strong
financial performance, robust cash flow coverage ratios, and rekatively low laverage, good cosi recovery mechanisms in place; and a large,
mainly residential service territory. This service territory has been under significant economic pressure over the last few years, with the
company experiencing stagnant residential sales growth in some years, akthough there have been recent indications that economic conditions
are improving. The company's capital expenditure program is large, particulary over the next two years as it adds new gas fired generation and
increases capacity atits nuclear plants.

DETAILED RATING CONSIDERATIONS

- Stabilization of the ut#it''s political and regulatory envirorment with new Florida commissioners in place and the exacution of a twa year rate
seftlerneant

The poltical and regutatory environmernt for investor-owned utilities in the state of Florida has stabilized since highly politicized rate proceedings
in 2009 and warly 2010 resulted in a rate outcome calling for a $75 million base rate increase for FPL, a small fraction of the $1 billien that had
been requasted by the company. Since these rate proceedings, however, there has been an almost complete change in the composition of the
Flarida Public Service Commission (FPSC) with the turnover of four of the five commissioner seals. There is also a new governor in place in
the state. Because of the political and regulatory developments that unfoided during the 2009 and 2010 rate proceedings, Moody's lowered
FPL's score on Factor 1 in our rating methodology grid, Regulatory Framework, to the "Baa” or average category from the "A® or above average
category, For more details on this and other factors in our methodology, please see Moody's Rating Methedology for Regulated Electric and Gas
LUhilities, published in August 2009.

Despite the adverse rate case outcoms, FPL continues to operate under traditional rate of retusn regifation with strong cost recovery provisions
in place in Florida. These include fuel and capacity clauses which are adjusted annually based on expected fuel and power prices and for prior
pericd differences betwesn projected and actuat costs. FPL may also recover pre~consiruction and construction work in progress for nuclear
capital expenditures and since 2009 has been able {0 recover ¢osts associaled with the utility's three new solar generating facilities. Additionally,
FPL has an environmental cost recovery clause that is adjusted annualty for capital sperxting and operating expenses related to emissions.

In December 2010, the FPSC approved a seitlement agreement between FPL and most interveners thal freezes base rates through 2012. it
also parmits the company to reduce its depreciation resarve by up to $267 milion in 2010, and again by $267 miflion in 2011 and 2012 (plus any
amounts not used in prior years), up to a total of $776 million over the term of the settlement. FPL must use at least enough of its depreciation
reserve to maintain a 9% eamed regulatory ROE bui may not use any that would result in an earned regulatory ROE over 11%. The rate freeze
does nol apply to the company's cost recovary clauses and the company's midpoint for return on equity is the same as mandated in its rate
case outcomne at 10%. If the company's earned ROE falls beiow 9% at any time before Decamber 31, 2012, the company can seek arate
adjustmant. The settlement also includes a provision that caps the size of the surcharge that can be implemented to recover storm costs at $4
per 1,000 kHz of usage on residential bills, with the remainder to be recovered in later years. However, if storm costs exceed $300 million, FPL
may requast a higher customer surcharge.

Athough the settiement freezes base rates and utilizes its depreciation reserve in lisu of higher rates, both are negatives from a cash flow and
credit standpoint, it does provide regulatory clarity through 2012 and should aveid the need for additional base rate proceedings at least until the
newly constituted FPSC has been in place for a period of time and has exhibited a meaningfut track record.

- Strong financials, rebust cash flow coverages, and low leverage

FP&L continues to exhibit some of the strongest financial performance measures and cash flow coverage ratios in the industry. These include
CFQ pre-working capital interest coverage in the 7.0x o 8.0x range and CFO pre-working capital to debt in the 30% to 35% rangse, after
adjusting for the voiatiity caused in some years by fuel recoveries. its debt to capitalization of 33.4% at December 31, 2010 is among the lowest
in the: industry and the company maintains a fully funded pension plan, contributing to this low leverage (as Moody's adds pension underfunding
to debt).

Although cash flow coverage metrics could decline as a resuli of the base rate freeze, the use of its depreciation reserve, and additional debt
issued to finance high capital expenditures, Moody's expects any decling in these metrics 10 be modest, Coverage metrics should continue to
be supported by the high percentage of FP&L's revenues that are recoverad through cost recovery clauses, the slow improvement of economic
conddions i its service territory, anc a slill adequate 10% return on equity thal includes a range of plus or minus 1%. As a result, Moody's
anticipates that FP&L's credit metrics will continue to remain well in excess of the financial ratio parameters required for its current A2 rating.

- Challenging economic ¢onditions in service territory are showing some signs of improvement

After several years of high residential sales growth rates averaging of 2% annually in some years, FP&L's service territory experienced a
sigrdficant economic skowdown beginning in 2007, resulting in much lower customer growth rates and lower usage per retail customer. The
company's retail custorner growth was only 0.3% in 2008 with the situation worsening in 2009 with a decline of retail customer sales of 0.2%,
before a slight 0.5% improvernent in 2010, The company expects positive customer growth to continue in 2011, although below the 1.6%
average rate over the last 10 years. The challenging Florida economy was a contributing factor to the company's 2008 and 2G10 rate case
procesdings, with the FPSC exhibiting sensitivity to economic conditions in the state during the rate hearings and threughout the rate
proceedings. Uniess the Florida economy improves, Moody's befieves it will fikely continue to remain a potertial issue in future rate

proceedings.
- High capital expandiiure requirements, espacially in 2011 and 2012, mostly for new generation

FPL has sizeable capital expenditure program that peaks in 2011 and 2012 as the company adds new conventional generation, modemizes two
existing planis, and increases capacity at Its two nuclear plant sites. Tatal capital expenditures are projected to Increase te $3.3 billion in 2011
{including $1.5 bition for new generation} and $3.6 billion in 2012 ($1.9 billion for new generation), up from $2.5 billion in 2010 {$1.1 billion for
new genaration). FPL s in the process of constructing West County Unit 3, a 4,220 MW natural gas-fired combined-cycia plant that is expected
to be in sevice by mid-2011. As part of s rate seftlement, incremental cost recovery through FPL's capacity clause for the plant is permitted up
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to the amount of the projected fuel savings for customers during the term of the setllement. FPL expects to recover all costs associated with
construction of the plant, In addition, FPI_ is modernizing fis existing Cape Canavaral and Riviera Beach power plants, which are scheduled to
be completed by 2013 and 2014, respectively. When finished, each piant is expected to provide 1,200 MW of capacily. FPL is also in the
process of adding between 400 MW and 460 MW of capacity through upraies at its St. Lucie and Turkey Point nuclear plants. In addition to the
spending for new and existing generation, FPL's capial expenditure estimates also includes funds for transmission and distribution investments
and for nuclear fuel,

Uiquidity Profile

FPL maintains a strong liquidity profile with a total of $3.3 billion of mostly unused bank credit faciiities that expire in 2013 (except for $17 million
axpifing in 2012 and $250 milion expiring in 2014). The company had $20 million of cash on hand as of December 31, 2010, down from $33
million at December 31, 2008, Commercial paper culstanding at December 31, 2010 totaled 5101 million, down from $818 million at the end of
2008. The company also had $8 million of letters of credit cuistanding. FPL's bank revolving credit facilities are also available to support the
purchase of $633 miilion of pollution cantrol, solid waste disposal, and industrial development bonds in the avent they are tendered to the
company ard not remarketed,

FPL's cash flow has baen strong {totaling $1.9 billion in 2010} but variable in recent years due to large regulatory defarrals in some years
caused by storm damages and high fuel costs, High capital expenditures of $3.3 billion in 2011 and $3.6 bilfion in 2012 will continue to require
some extemnal debt financing, which the company generally does with first mortgage bonds. FPL has a very manageable $45 mitlion of iong-
tarm gebt coming due within the next twelve months. The company has no material adverse change clause in its bank ¢redit agreements and is
in compliance with the 65% debt to capitalization financial covenant contained in these agreemants as of December 31, 2010, the calcutation of
which it does not rmake public,

Rating Outtook

The stable rating outlook reflects the regulatory clarity provided by its two year rate settlement and Moedy's view that the political and regulatory
environment for invesior owned utilitles in Florida will not deteriorate further and may improve once the newly constituted FPSC begins to
astablish a track record. k also reflects the generally strong coest recovery provisions that are in place in 1he state and our expectation thal FPL's
financial performance measures and cash flow coverage metrics will remain strong for its rating.

What Could Change the Rating - Up

An upgrade could be considered if there is an improvemnent in the political and regulatory environment in Florida, which may not be evident untit
the dility files its next rate case following the expiration of its two year rate freeze at the end of 2012. An upgrade couid also be considered if
there is significant improvemeant in econemic conditions in FPL's service territory. Upward movemant of FPL's matings is constrained by the
utility's limited geographic diversity, ongoing expesure to avent risk causad by storms in its service territory, and its substantial near term capital
expendilure program.

What Could Change the Rating - Down
Adowngrade could be considered if the political and regulatory environment for investor owned utilities declines further, if there are significant
cost disallowances or other changes 1o Florida's currently strong cost recovery provisions, or if there is a sustained decline in cash flow

coverage medrics, including CFO pre-working capital interest coverage below 5.0x and CFO pre-working capital to debt below 25%, or an
increase in debt to capital above the 40% range.

Rating Factors

Florida Power & Light Company

[i ; Current Moody's 12-18
Regulated Electric and Gas Utilities Industry [1][2] 12131/2010 month Forward

View* 8e of April
2011
Factor 1: Reguiatory Framework (25%) Measure (Score Measure Bcore)

a) Regulatory Framework Baa Baa

Factor 2: Ability To Recover Costs And Earn Returns
{25%)

a) Ability To Recover Costs And Earn Returns A A

Factor 3: Diversification (10%)

Ii) Market Position {5%) Baa Baa

) Generaticr and Fuel Diversity (5%) Baa Baa

Factor 4: Financial Strength, Liguidity And Key Financial
Metrics (40%)

a} Liguidity (10%)

b} CFO pre-WC + Interest/ hterest (3 Year Avg} (7.5%) 7.8x

c) CFO pre-WC / Debt {3 “Yaar Avg) (7.5%) 34.1%

d} CFO pre-WC - Dividends / Debt (3 Year Avg) {7.5%) 30.2%

e} Debt/Capitalization {3 ‘tear Awg) {7.5%) 35.2%

Rating:

a} Indicated Rating from Grid

b} Actuat Rating Assigned

7.5 8.5x
35 - 40%
30-35%
30 - 35%

»EEE>
refE>

&R
8o
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* THIS REPRESENTS MOODY'S FORWARD VIEW; NOT THE
VIEW

OF THE ISSUER; AND UNLESS NOTED IN THE TEXT DOES
NOT INCORPORATE SIGNIFICANT ACQUISITIONS OR
DVESTITURES

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

Mooby’s
INVESTORS SERVICE

@ 2011 Moody's Investors Service, Inc. and/or its licensors and affiiates {collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS"} CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANGCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE TS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

AL NFORMATICN CONTAINED HEREIN IS PROTECTED BY LAWY, INCLUDING BUT NGT LIMTED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATICN MAY BE COPIED OR CTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMNATED, REDISTRBUTED OR RESCLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE QR IN PART, INANY FORMOR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOCDY'S PRIOR WRITTEN
CONSENT. Al information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
retiable. Because of the possibility of hurnan or mechanical error as wall as other factors, however, all infermation
contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be
reliable, including, when appropriate, independsnt thirg-party scurces. However, MOCDY'S is not an auditor and
cannot in every instance independently verify or validate information raceived in the rating process. Under no
circumstances shall MOODY'S have any liabllity to any perscn of entity for (a) any loss ar damage in whole or in part
caused by, resulting from. or relating to, any emor (negligant or otherwise) or other circumstance or contingency within
or outside the conirol of MOODY'S or any of its directors, officers, employees or agents in connection with the
procurament, collection, compilation, analysis, inferpretation, communication, publication or delivery of any such
information, or (b} any direct, indirect, special, consequential, compensatory or incidental damages whatsosver
{including withaut iimitation, lost profits ), even if MOCDY'S is advised in advance of the possibility of such damages,
rasuking from the use of or inabllity 1o use, any such infarmation. The ratings, financial reporting analysis, projections,
and other observations, if any, constituting part of the information contained herein are, and must ba consirued solely
as, statements of opinion and not staternents of fact or recommendations to purchase, self or hold any securities.
Each user of the information contained herein must maka its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR MPLIED, AS TO THE ACCURALY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S iINANY FORMOR
MANNER WHAT SOEVER.

MS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO™), hereby discloses that most
issuers of debt securities (including corparate and municipal bonds, debenturas, notes and commercial paper} and
praferrad stock rated by MS have, prior to assignment of any rating, agreed to pay te MIS for appraisat and rating
services rendered by it fees ranging from $1,500 to approximately $2,500.000. MCO and MIS also maintain poiicies
and procedures to address the independence of MIS's ratings and rating processes, hformation regarding certain
affiliations that may exist between direciors of MCO and rated entities, and between entities who hold ratings from MS
and have also publicly reported 1o the SEC an ownership interast in MCO of more than 5%, is posted annually at
Www.mondys.com under the heading “Shareholder Refations — Corporate Governance — Director and Sharsholder
Affiliation Policy.”

Any publication into Australia of this document is by MOQDY'S affiliate, Moody's Investors Service Pty Limited ABN 61
Q03 399 657, which holds Australian Financial Services License no. 336969, This documant is infended to be pravided
only to "wholesaile clients” within the meaning of section 761G of the Corporations Act 2001, By continuing to access
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this document from within Australia, you represent to MOODY'S that you are, of are accessing the document as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indiractly
disseminate this document of its conterts 1o “retail clients” within the meaning of section 761G of the Carporations
Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's Japan KK, ("MJKK")
are MIKK's current opinions of the relative future credit risk of entities, credit commitments, or deb! or debt-like
securities. I such a casse, “MS™ in the foregoing statements shall be dsemed to be replaced with *MIKK”. MIKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is whaolly owned by Moody's
Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit vating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the equity securities
of the issuer or any form of security that is available to retail investors. it would be dangerous for retail investors to
make any investment decision based on this credit rating. f in doubt you should contact your financial or other
professional adviser
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Mooby'’s
INVESTORS SERVICE

Credit Opinion: NextEra Energy, Inc.

Global Credit Research - 11 Apr 2014
Juno Beach, Florida, United States

Ratings

Category Moody's Rating
Qutlock Stable
lssuer Rating Baa?t
Senior Unsecured Shelf (P)Baat
Subordinate Shelf {P)Baa2
Prefarred Shelf (P)Baa3
NextEra Energy Capital Holdings, Inc.

Outiook Stable
Senior Unsecured Baa1l
Jr Subordinate Baa2
Bkd Preferred Shelf {P)Baa3
Commercial Paper P-2
Florida Power 8 Light Company

Qutlaok Stable
lssuer Rating A2
First Mortgage Bonds Aal
Senior Secured Shelf (PyAa3
Senior Unsecured Shelf (P)A2
Subordinate Shelf (P)A3
Preferred Shelf (P)Baal
Commercial Paper P-1
FPL Group Capital Trust |

Qutiook Stable
Bkd Preferred Stock Baa?
Contacts

Analyst Phone
Mchasl G. Haggarty/New York 212.683.7172
William L. Hess/New York 212.583.3837
Kay Indicators

[1]NextEra Energy, Inc.
2010 2009 2008 2007

(CFO Pre-W/C + Interest) / Interast Expensa 4T 63x 5.1x 6.2%
(CFO Pre-W/C) / Debt 18% 26% 21% 2%
(CFOQ Pre-W/C - Dividends) / Debt 14% 2% 16% 23%
Debt / Book Capitalization 48% 48% 48% %

[1] All ratios calcuiated in accordance with the Global Regulated Electric Utilities Rating Methodology using Moody's standard adjustiments.

Note: For definitions of Moody's most commaon ratio terms please see the accomparnying Llsers Guide.

Opinion

Rating Drivers
- Diverse, low carbor, highly contracted generating portfolio at NextEra Energy Resources
- Consolidated cash flow coverage raties that are adequate for a Baa rated hybrid pewer company

- Energy marksling and trading and natural gas infrasiructure businesses increase risk profile
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- High, growing debt levels at unregulated subsiciaries
- Stabilized Florida utility's political and regulatory environment with two year rate settliement
Corporate Profile

NexiEra Energy, Inc. {Baal ssuer Rating, stable outlook), is one of the largest providers of electricity-ralated services in North America with
annuat revenues of over $15 billion. NextEra Energy Capital Hoidings, Inc. (Capital Moldings, Baa1 senior unsecurad, stable outiock) finances
the company's unregulated operations, primarily wind and other independent power projects through its wholly owned subsidiary, NexiEra
Energy Resources (unratad). NextEra Energy is also the parent of Florida Power and Light Company (FPL, AZ lssuer Rating, stable outlook). a
vertically integrated utility with a service territory that includes many of the Florida coastat communities.

SUMMARY RATING RATIONALE

NextEra Enargy's rating reflects its position as the parent of both one of the largest unregulated wholesals generating companies in the U.S,
and a fully reguiated vertically integrated Florida uiility. Over the last decade, NexiEra Energy has transformed itself from being solely a
reguiated Florida utility into a national whoiesale power company with its Florida utility declining in imporiance as a credit driver for the
consolidated entity. Moody's believes that its unreégulated wholesale power operstions wili continue to be an increasingly impertant part of the
company's consolidated credit profile going forward. Because of its status as a hybrid power company with both regulated and unregulzated
operations, the company is analyzed under both Meody's Regulated Electric and Gas Utility and Unregulated Power Company rating
methodclogies.

DETALED RATING CONSIDERATIONS
- Divarse, low carbon, highly contracted generating portfolio at NextEra Energy Resources

The campany's unregulated genarating portfolio al NextEra Energy Resources consists of 18,866 MW of generating capacity across 26 states
and Canada with mast of its growth in recent years coming from wind. Its portfolio is national in scope and consists of generating capacity that
is currently 44% wind, 35% natural gas, 14% nuclear, and 7% other, making # particularly well positioned to benefit from costs associated with
carbon or other environmentat requirements . Athough large, diverse, and highly contracted, the pertfolio has not been completely immune to the
racessionary econumic anvironment and poor power market condiions that bave characterized much of the country over the last several
years, which has increased the volatility of the portfolio's eamings and cash flows. Power generated from the wind porffolic fell short of
expectations in late 2002 and early 2010, which the company attributed to an El Nino influenced weather pattern, reducing wind resources in
both Texas and throughout the midwest, although more recent wind results have been sironger. Lower power prices and unfavorable market
conditions have aiso negatively affected results for the company's Texas fossii generating units.

Future growth of NextEra Energy Resources wind porticiio, a key strategic goal of the company, will continue 1o be challenging due to low
power prices, increased competition, higher costs, and ohgaing uncertainty over renewable portfofio standards and carbon regulation. The
company plans to add approximately 3,500 MW to 5,000 MW of new wing generation in the years 2010 to 2014, including betwean 700 MW and
1,000 MW in 2011 | is also planning to agd betwsen 400 MW and 600 MW of new solar generation from 2010 to 2014, which includes a major
investment in a solar energy project in Spain,

The company has also diversified into regulated transmission in Texas through its Lone Star subsidiary, which will construct and cperate
approximately 300 miles of 345 kv transmission lines in the state. At December 31, 2010, the company's investment in Lone Star totaled $20
million and it plans to nvest a total of $780 miflion, including AFUDC, from 2011 through 2014 for the construction of the transmission fine.

- Consolidated cash flow coverage metrics that are adequate for a Baa rated hybrid power company

As a hybrid power company with both regulated utility and unreguiated power company operations, NextEra Energy is analyzed using guidelines
in both Moody's Regulated Electric and Gas iUtility and Unregulated Power Company rating methodeltogies. The company's consoiidated
financial performance and cash flow coverage metrics have historically been strong, relatively stabte, and adequate for a company with a
balanced mix of regulated utility and unreguiated generation businesses. However, as the company has become more of an unregutated
wholesale power generator, and continues 1o grow its energy trading and marketing and natural gas infrastructure businesses while also
diversifying internaticnally, Moody's would expect cash flow coverage metrics fo increase proportionally to ritigate the growth of these
unregulated businesses. These matics include a consolidated CFO pre-werking capital interest coverage ratio of 4.7x in 2010, which is within
the 3.6x to 6.8x rating range guidelines for a Baa rated urregulzted wholesale power company. However, consolidated CFO pre-working capital
to debt of 18.4% in 2010 was below the Baa rating range of 21% 1o 35% under our Unregulated Power Company rating methodology.

These coverage metrics include all of the debt issued at both Capital Holdings and NextEra Energy Resources that is consolidated on NextEra
Energy’s balance sheat, although some of the debt at NextEra Energy Resources is at individual project levels and is charactsrized as "limitad
recourse” on the company's financial statements. Because this debt is consclidated on NextEre's financial statements, Moody's includes it in
our analytical approach and in our published financial ratios, However, Moody's also consicers the potential improvement in financial ratios if the
limited recourse debt and associated project cash fiows were excluded from these calcufations. In this scenario, NexiEra Energy's
consolidated CFQ pre-working capkal interest coverage for 2610 improves 1o 6.0x and CFO pra-working capital to debt improves to 23%.
Although these ratios appear relatively low under our Unregulated Power Company methadology ratio range guidelines, this is offset by the
strong financial metrics of utility subsidiary FPL, which is strongly positioned under our Regulated Elsctric and Gas Ulility rating methodology.

- Growing energy trading and marketing along with natural gas infrastructure businesses increase risk profile

For much of its history, NexiEra Energy Resources was pradominantly an assel focused wholesale power company, although the company
has in recent years begun growing its non-asset based business including power and gas marketing and {rading operations. The company has
expanded its MHouston based trading operations significartly over the last several years and has indicatad its intention to continue to grow this
business. The gross margin contribution from the business has been volatile at $205 million in 2009 and $76 million in 2008 and the company
has cited resylts from thase aclivities as a more material driver of overall financial performance in recent years, The company no longer
discloses the gross margin coniribution from this business, but has indicated that results in 2010 were lower than 2009 as a result of
unfavorable market conditions. Moody's views this increased emphasis on energy trading and marketing at NexiEra Energy as a change in the
company’s previously wholesale asset focused business strategy and one that has Increased the company’s business risk profile, cash flow
and earnings volatiity, and liquidity needs.
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NextEra Energy Resources has also begun to invest in natural gas infrastructure and plans to add natural gas infrastructure projects totaling
aporoximately $400 to $600 million in 2G40 through 2014, While this levet of investment is modest compared to the company's $3 billion in total
capital expenditures in 2010, Moody's views natural gas drilling and related businessas as having a higher risk profile than the company's
wholesale generation business.

- High, growing debt levels at both Capltat Hoidings and NextEra Energy Resources has diluted the vatue of the NexiEra Energy parent
company guarantee and resulted in wider ratings notching between the NextEra Energy/Capital Holdings rating and the Florida utility rating

As NextEra Energy has emphasized the growth of its unregulated operations, debt levals at both Capital Holdings and NextEra Energy
Resources have increased signfficantly, and now together total $12.6 biliion as of December 31, 2010 (up from $11 bition at December 31,
2009), or 65% of the debt of the consolidated organization (up from 62% last year). This considerabie growth has diluted the guarantee of the
parent company over the years, as it now directly guaranteas approximately $9 bition of Capital Holdings debt, in additicn to various
counterparty obligations. An additional $5 billion of debt is characterized as "limited recourse” debt under NextEra Enargy Resources on the
compary's financial statements. Though this debt may not be directly guaranteed, much of it is tied to NextEra Energy and Capital Holdings in
some way, sither through sponsorship of the underlying projects, a guarantee of production tax credits on wind projects; or through cash traps
at soma projects that are tied to rating levels of NextEra Energy or Capital Holdings. As a result, the long-term debt to capitalization of Capital
Holdings, including all of the NextEra Energy Resources debt, was a high 71% at December 31, 2010.

Moody's expects debt at the company's unregulated wholesale generating subsidiaries o continue to increass as a percentage of total
consolidated debt. Because of these trends, in April 2010, Mocdy's widened the notching between the ratings of NextEra Energy/NextEra
Energy Resources and the rating of the utiiity FPL from one to two nolches to reflect the higher debt levels and diverging risk profile.

- Stabilization of utility subsidiary FPL's pdiitical and regulatory environment with new Florida comrissioners in place and the execution of & two
year rate setllement

The political and regulatory environmenrt for investor-owned utilities in the state of Florida has stabilized since highly politicized rate proceedings
in 2008 and early 2010 resulted in a rate outcome calling for 2 $75 mifion base rate increase for utility subsidiary FPL, a small fraction of the $4
billion requested by the company. Since these rate proceedings, however, there has been an almest complets change in the composition of the
Florida Public Service Commission (FPSC) with the turnover of four of the five commissiconer seats. There is also a new governar in place in
the state. Because of the political and regulatory developments that unfolded during the 2009 and 2019 rate proceadings, Moody's lowerad
FPL's score on Factor 1 in cur Regulated Electric and Gas Liility rating methodology grid, Regulatory Framework, to the "Baa" or average
category from the "A" or above average category.

Daspite the adverse rate case outcome, FPL continues to operate under traditional rate of retumn regulation with sirong cost recovery provisions
in place in Florida. These include fuet and capacity clauses which are adjusted annually based on expected fuel and power prices and for prior
period differences between projected and actual costs, FPL may also recover pre-construction and construction work in progress for nuclear
capitat expenditures and since 2009 has been akle to recover costs associated with the uiility's three new solar generating facilities. Additionally,
FPL has an environmental cost recovery clause that is adjusted annually for capital spending and cperating expenses related to emissions.

in December 2010, the FPSC approved a setiement agreamant between FPL and most interveners that freezes base rates through 2012, it
also permits the company ta reduce its depreciation reserve by up to $267 milion in 2010, and again by $267 million in 2011 ard 2012 (plus any
amounts not used in prior yaars), up to a total of $776 million over the tarm of the seftternent. FPL must use at least anough of s depreciation
reserve to maintain a 9% samed regutatory ROE but may not use any that would result in an earned regulatory ROE of over 11%. The rate
freeze doas not apply to the company's cost recovery clauses and the company's midpoint for retum on equity is the seme as mandated i its
rate case outcome at 10%. i the company's sarned ROE falls below 9% at any time before December 31, 2012, the company can seek a rate
adustment. The settlement also includes a provision that caps the size of the surcharge that can be implemented to recover storm costs at $4
per 1,000 kHz of usage on residentiat bills, with the remainder to be recovered in later years. However, if storm costs exceed $800 million, FPL
may request a higher customer surcharge.

Although the setflement freezes base rates and utilizes s depreciation reserve in lieu of higher rates, both are negatives from a cash flow and
credit standpoint, although the settisment does provide regulatory clarity through 2012 and should avoid the need for additional base rate
proceedings at least until the newly constituted FPSC has been in place for a period of time and has exhibited a meaningful track record.

Liquidity Profile

NextEra Energy maintains no bank credit faciiities or other liquidity faciiities at the parent company level, but benefits from a strong liquidity
profile at both FPL and Capital Holdings. Although both subsidiaries maintain large, mostly unused bank credit faciliies ($3.3 billion at FPL and
$4.4 billion at Capital Holdings ), Capital Holdings also has a substantial $2.7 billion of long-term debt due in 2014, significant amounts of
commercial paper and letters of cradit cutstanding, and an energy marketing and trading business that requires additionat liquidity support,

FP1's $3.3 billion of credit faciities mostly expire in 2013 and support limited cutstanding obiigations, including $101 millien of commaercial paper
as of December 31, 2010, down from $818 miliion at December 31, 2009, In addiion, the utility had $8 million of letters of credit outstanding.
FPL's bank revolving credi facilties are also avallzble to support the purchase of $633 millior; of pollution controd, solid waste disposal, and
industrial development bonds in the event thay are tenderad and not remarketed. FPL has a very manageable $45 million of long-term deht due
over the next twalve months with its next significant maturity in 2013.

Capital Holdings and NextEra Energy Resources have $2.7 billion of gebt due over the rext 12 months, including $788 of outstanding
commearcial paper, $850 million of Capial Holdings debentures, $627 million of Capital Holdings term loans. and $380 million of NextEra Energy
Resources debt. At December 31, 2010, Capital Holdings and Nextfra Enargy Resources had approximately $960 mitlion of standby ietters of
cradit outstanding (and $17 million at the wtility, FPL): $36 million of surety bonds cutstanding ($51 million at FPL); and approximately $9.5 billion
notional amount of guaraniess outstanding ($43 mittion at FPL), of which $6.1 billion {334 million for FPL) have expiration dates over the next
five years. Approximateiy $771 million of the standby letters of credit cutstanding at December 31, 2010 were issusd under Capital Holdings'
credit faciliies. Capital Holdings had $282 millior: of cash on hand as of Decernber 31, 2010, up from $158 million at December 31, 2009

Neither FPL or Capital Holdings have a material adverse change clause in their bank credit facilities, although both have a 65% debt to

capitalization covenant, the calculation of which it does not make public. The company was in comphiance with this covenant at December 31,
2010
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Rating Outlook

The stable rating outlook reflects Moody's expectation that cash flows from the company's diverse, low carbon emission, wholesale generating
fleet will continue to support consolidated coverage metrics that are adeguate for a Baa rating; that the company will maintain a high level of
long-term contracts and hedges in place; and that the company will limit the growth of its energy marketing and trading, natural gas
Infrastruciure, and imernationat businesses. The stable outicok also reflects the regulatory clarlty provided by the utility's fwo year rate
settlenent and Moody's expectation that the political and regulatory environment in Fiorida wilt not detariorate further and may improve over
time.

What Could Change the Rating - Up

Ahigher rating could be considered if the company malerialty reduces debt levels at Capital Holdings and NextEra Energy Resources; if cash
flow coverage metrics increase to offset the growth in leverage at these businesses, including consofidated CFO pre-working capital to debt of
35% or higher and CFO pre-working capital to interest of 7.0x or higher.

What Could Change the Rating - Down

Adowngrade could be considered if leverage continues to increase at Capital Heldings and/or NextiEra Energy Resources; if thers is mors
reliance on short-term debit to finance growth; if there is a significant energy trading and marketing 10s$s of its liquidity is constrained by the
demands of this business; if there is a further decline in the regulatery or pofiical environment in Florida; or if there is a sustained decline in

consolidated cash flow coverage metrics, including CFO pre-working capital interest coverage below §.0x and CFO pre-warking capital 1o debt
helow 20%.

Rating Factors

NextEra Energy, Inc.

; Current Moody's 12-18
Power Companies [1)(2] 1213112010 morth Foraard
View* As of April
2011

Factor 1: Market Assessment, Scale and Competitive Measure [Score) Measure Score

Position (20%)
a) Market and Competitive Position (15%) Baa Baa
b) Geographic Diversity (5%) A A
Factor 2: Cash Flow Predictability of Business Model

(20%)
a} Hodging strategy (10%) A A
by Fuel Strategy and mix (5%} A A
c} Ca;;itsl requirements and operatinal perfermance A A

(5%
Factor 3: Financial policy (10%) A A
Factor 4: Financial Strangth - Key Financial Metrics

(50%)
@) CFO pro-WC + Interest / Interest {15%) (3yr Avg) 5.4x Baa 45-5.5x Baa
b} CFO pre-WC / Debt (20%) (3yr Avg) 21.6% Baa 17 - 20% Baa
c) RCF { Dabt (7.5%) {3yr Avg) 16.8% Baa 13 - 6% Baa
d) FCF / Debt (7.5%) (3yr Avg) (14.43)% | B {12} - {15)% 8
Rating:
a) Indicated Rating from Grid Baal Baat
b} Actual Rating Assigned Baa’ Baal

; Current Moody's 12-18
Reguiated Electric and Gas Utilities Industry [1][2] 1253112010 month Forward
View" As of April
2011

Factor 1: Regutatory Framework (25%) Measure (Score| Measure Score
a) Regulatory Framework Baa Baa
Factor 2; Ability To Recover Costs And Earn Returns

{25%)
a) Ability To Recover Costs And Earn Returns A A
Factor 3: Diversification {10%}
a) Market Position (5%) Baa Baa
b) Generation and Fuel Diversity (5%) Baa Baa
Factor 4: Financial Strength, Liquidity And Key Financial

Metrics (40%) ‘
a} Liquidity {10%} A A
b} CFO pre-WC + Interest/ hterest {3 Year Avg) (7.5%) 5.4% A 4.5- 5.5 A
c} CFQ pre-WC ! Debt (3 Year Avg) {7.5%) 21.6% | Baa 17 -20% Ba
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d) CFO pre-WC - Divigends / Debt {3 Year Avg) (7.5%) 16.8% | Baa 13- 16% Baa/
Ba

e) Deb¥/Capitalization (3 Year Avg) (7.5%) 48.6% | Baa 48 - 51% Baa

Rating:

&) Indicated Rating frorm Grid A3 A3

b} Actual Rating Assignaed Baai Baan

" THIS REPRESENTS MOOLY'S FORWARD VIEW: NOT THE
VIEW

QOF THE ISSUER,; AND UNLESS NOTED IN THE TEXT DOES
NOT INCORPORATE SIGNIFICANT ACQUISITIONS OR
DIVESTITURES

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

Mooby’s
INVESTORS SERVICE

@ 2011 Moody's Ivvestors Service, Inc. andfor its koensars and affiliates (collectively, *MOODY'S™). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {"MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WATH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT 1S UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALL INFORMATION CONTAINED HEREIN IS PROYECTED BY LAW, INCLUDING BUT NOT LIMTED TO,
COPYRIGHT LAW, AND NONE QF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED,
REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMNATED, REDISTRBUTED OR RESQLD,
OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN
CONSENT. All information cortained herein is obtained by MOODY'S from sources believed by il o be accurate and
refiable. Because of the possibitity of human or mechanical error as well as other factors, however, all information
contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that
the information it uses in assigning a credit rating Is of sufficient quality and from sources Moody's considers to be
rediable, including, when appropriate, independent third-party scurces. However, MOODY'S is not an auditer and
cannct in every instance independently verify or vaiidate information received in the rating process. Under no
circumstances shall MOODY'S have any liability to any person: or entity for (a) any loss of damage in whdie or in par
causad by, resulting from, or relating to, any error (negligent or ctherwise) or other circumstance or contingency within
or cutside the control of MOODY'S or any of its directors, officers, employaas or agants in connection with the
procurement, collection, compilation, analysis, interpretation, communication, publication or delivery of any such
information, or {h} any direct, indirect, special, consequential, compensatory or incidental damages whatsoever
(including without limitation, lost profits ), even if MOODY'S is advised in advance of the possibility of such damages,
rasulting from the use of or inability to use, any such inforration. The ratings, financiat reporting analysis, projections,
and other obsarvations, if any, constituting part of the information contained herein are, and must be construed solaly
as, statements of cpinion and not statemeants of fact or recomrnendations to purchase, sell or hold any securities.
Zach user of the information contained herein must make its own study and evaluation of each security it may
considar purchasing, holding or selling. NO WARRANTY, EXPRESS OR MPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY
SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S INANY FORM OR
MANNER WHATSOEVER.

MS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including comporate and municipal bonds, debentures, notes and commarcial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed o pay fo MIS for appraisal and rating
services rendered by it fess ranging from $1,500 to approximately $2.500,000. MCC and MIS aiso maintain policies
and procedures to address the independence of MS's ratings and rating processes. nformation regarding cerain
affiliations thal may exist between directors of MCO and rated entities, and between entities who hold ratings from MS
and have also publicly reported to the SEC an ownership interest in MCC of more than 5%, is posted annually at
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WwWw.Imoodys .com under the heading "Shareholder Relations — Corporate Govemnance — Director and Shareholder
Affiliation Policy.”

Any publication into Australia of this document is by MOODY'S affiliate, Moody's hvestors Service Ply Limited ABN 81
003 389 657, which holds Australian Financial Services License no, 336969, This document is interdaed to be provided
only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access
this document from within Ausiratia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indirectly
disserninate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations
Act 2001,

Notwithstanding the foregoing, credit ratings assigned on and after Octaber 1, 2010 by Moody's Japan K.K. ("NUKK™)
are MJKK's curent opinions of the relative future credit risk of entities, credit commitments, or debt or debt-like
securities. In such a case, "MS" in the foregoing statemants shall be deemed to be replaced with "MJKK™, MIKK is a
wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K,, which is wholly owned by Moody's
Qverseas Holdings Inc., a wholly-owned subsidiary of MCO.

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

Fuli Rating Report

Ratings

Forelgn Currency

Ltong-Term IDR A
Commercial Paper F1
Secured Martgage Bonds Abo
Secured Pollution Control

Revenue Bonds AA—
Unsecured Pollution Contral

Revenue Bonds A+

IDR - Issuer defaull rating.

Rating Outlook
Stable

Financial Data
Florida Power & Light Co.

LTM Ended

(5 Mil.) B/30/11  8/30/10
Revenue 10,556 10,928
Net Revenues 5,511 5418
Operating EBITDA 2804 2,805
FFQ 2,491 2,100
FFO Interest

Coverage (x} 80 71
FFOMebt (%) 351 291
Capital Spending 2814 2,898
Capex/Depreciation(x) 29 29

Related Research
NextEra Energy Inc., Sept. 7, 2011

Analysts

Ellen Lapson, CFA

+1 212 908-6504

ellan japson@htchratings.com

Lindsay Minneman
+1 212 908-0592
tndsay.minneman@fitchratings.com

Key Rating Drivers

Return to Stable Outlook: Ratings of Florida Power & Light {FPL) were affirmed, and the
Rating Qutlock was changed to Stable from Negative in May 2011, The new Qutlook reflects a
more orderty political and regulatory environment for FPL in Florida after a period of political
strife and commission turnover. Four of the five current Florida Public Sarvice Commission
(FPSC) commissioners were appointed by new Flarida Governor Rick Scott, and confirmed by
the state's Senate in 2011.

Rate Stipulation Boosts Cash Flow: In a contentious general rate case decided in
March 17, 2010, FPL received an unfavorable rate decision and challenged some elements.
Thereafter, the FPSC approved a settlement agreement {Rate Stipulation) on Dec. 14, 2010,
that resolved contested issues from the March 17, 2010, rate order. It allowed FPL to coliect
revenues for investments in the Wast County 3 (WC3) power plant via fuel savings,
contributing to FPL's income and cash flow starting in June 2011,

Base Rate Freeze: Numerous fuel and environmental rate adjustments are allowed. FPL can
racover investment in nuclear plant capacity upgrades without a base rate case. Recovery of
other new utility capital spending in 2011-2013 is subject to FPL's next base rate case, which
FPL will likely file in 2012 for effect in January 2013.

Weak Florida Economy: FPL's south Florida service territory still has above average
unempioyment and a weak housing market. However, employment statistics have modestly
improved. FPL’s inactive accounts and low usage accounts are gradually waning.

High Wtility Capex: FPL is committed to invest over §3 billion in each of 2011 and 2012, or
more than 3x annual depreciation, on projects to reducs reliance on oif, modernize natural gas-
fired generation, improve the transmission and distribution systems, and upgrade customer
meters.

Strong Individual Credit Metrics: Due to low individual debt leverage, FPL's credit metrics
well exceed the guidelines for the ‘A’ rating category and compare favorably with the statistics
of ‘A’ |IDR peer ulilities.

What Could Trigger a Rating Action

Change in Florida Regulation: Unfavorable changes in current Flerida regulatory policies for
timely recovery of utility capital investments, fuel and purchased power costs, and storm-
related costs would adversely affect FPL's ratings and those of its parent NexiEra Energy, Inc
{NEE).

Parent Risk Profile: if parent NEE increases its debt leverage or changes its corporate
strategy such that NEE's risk profile materially worsens, it could adversely affect FPL’s ratings.

www fitchratings com

September 7. 2011
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Related Criteria

Corporate  Rating  Methodology,
Aug. 12, 2014

Recovery Ratings and  Notching
Criteria for Utilities, Aug. 12, 2011
Rating North  American  Utilities,
Power, Gas, and Water Companies,
May 16, 2011

Strong Access to Capital and Liguidity

FPL independently funds short-term and long-term debt, while 100% of FPL's equity is invested
by parent NEE. FPL's long-term debt financing vehicles are primarily taxable secured first
mortgage bonds and tax-exemplt revenue bonds. '

FPL has its own credit facilities separate from the NEE group to provide liquidity back-up for
commercial paper funding and variable-rate tax-exempt revenue notes, as well as for issuance
of letters of credit.

Approximately $3 billion in unsecured revolving credit facilities extend until April 2013, and a
$250 million revolving term loan facility runs to May 2014, As of June 30, 2011, FPL reported
$2.6 bilion of net available liquidity, after allocating $655 million to back-up outstanding
commercial paper notes.

Like many members of the utility sector, FPL's capital spending exceeds internal cash fiow,
resulting in negative FCF after capital investments and dividends. However, due to its relatively
low daebt leverage and strong credit metrics, FPL has demonstrated excellent access to the
debt capital markets and commercial paper market, even during periods of capital markets
stress.

Efevated Capital Expenditures

Despite a decline in sales in 2008 and weak growth in 2010 and forecast for 2011-2012, FPL
is continuing with a high level of capital spending to complete major muiti-year projects. Capex
was about $2.7 billion each year in 2009-2010, and the company reports committed
investments of approximately $3.5 bilion in each of 2011 and 2012, the peak years.
Approximately 70%-75% of the committed utility capex for 2011-2012 relates to constructing
new or improving existing power-generation facilities, and the balance is for transmission,
distribution, and advanced metering projects. An important rationale for the investrnent
program is to lower the consumption of fossil fuel and lower fuel and purchased power
expenses, offsetting the higher capital cost of the new or refurbished power generating facilities.

FPL Capital Spending

{$ Wil )
4.000 e i .

3,500 4~
3,000
2,500
2,000 <
1.500 4
1.000 A
500
[o g -

2008 2009 2010 2011 2012 2013

Note: Inciudes nuclear fuel.
Source: NEE Quartery Report, Form 10-G June 30, 2011.

Flongla Power & Laght G
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Regulatory Matters

March 17, 2010, Base Rate Case

FPL filed a base rate case in 2009, requesting a rate increase of $1,044 million in 2010, and a
further $250 million in 2011. After a contentious hearing process, a delay in the date of the
decision, and the replacement of two public service commissioners by then-Governor Crist, the
outcome was a base rate increase of $75.5 million for 2010 and no increasse pre-approved for
2011. The rate order identified a surplus in the depreciation reserve surplus of $895 million and
ordered FPL to reduce the surplus depreciation by taking non-cash credits to income.

The March 2010 rate order specified a return on equity (ROE) of 10% {with a band of plus or
minus 1%}, and eliminated the prior Generation Base Rate Adjustment mechanism, which had
allowed timsly recovery of capital investments for generating assets.

Overall, the results of the rate order were less favorable than the prior five-year rate settlement
of 2005, which included an 11.75% ROE finding. However, more favorably, the order
authorized a strong equity-to-capital rafio of 59.1%, consistent with FPL's actual book equity.
Also, with the exception of the elimination of the Generation Base Rate Adjustment mechanism,
all other tariff adjustment mechanisms remained in effect.

FPL objected to various elements in the rate order and filed for reconsideration, leading up to
the rate settlement (the Stipulation) described below.

Dec, 14, 2010, Stipuiation

The FPSC unanimously approved a stipulation regarding motions for reconsideration of the
FPSC's March 17, 2010, order. The stipulation had besn agreed by FPL, the Florida Attorney
General, the Florida Office of Public Counsel, and all other principal intervencrs. FPL agreed to
accept a freeze on its base rates until Jan. 1, 2013. However, various fuel, purchase power,
environmental, and nuclear adjustment clauses will continue to be reflected in customer hills.
Investment cost recovery for West County Unit 3 (WC3) is permitted via fuel cost savings
beginning upon commercial operation. The unit entered commercial operation in June 2011,
and FPL began collecting the WC3 capacity cost revenues.

Under the stipulation, the authorized mid-point returmn on equity (ROE) remains at 10% within a
band of 8% to 11%. It is at FPL's discretion to vary the amount of depreciation reversals in any
calendar year up to a maximum of $267 million {plus the unused amount from prior years) in
order to keep its earned ROE in the range of 9% to 11%. These surplus depreciation credits
could resuit in erosion to cash flow credit measures if large depreciation credits are needed to
offset the effects of the rate freeze on income measures. FPL is authorized to use up to a
maximum of $778 million in surplus depreciation over the term of the stipulation.

FPL can recover storm restoration costs on an expedited basis 60 days after filing a recovery
request, capped at a maximum $4 surcharge for every 1,000 kWh of monthly usage on
residential bills during the first 12 months. Any additional costs must be deferred and will be
eligible for recovery in subsequent years. If storm restoration costs exceed $800 million in a
calendar year, the utility can request recovery of costs above the cap.

Profile

FPL is among the largest electric utilities in the U.S., with 4.5 million customer accounts. FPL's
operating revenues derive primarily from sales fo residential (54%) and commaercial (44%)

Florida Power & Light Co.
September 7, 2011
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consumers, with anly 2% of 2010 operating revenue derived from industrial customers. Florida,
similar to other Southeastem states, maintains a traditional integrated electric utility structure
with cost-of-service ratemaking and has not restructured its electricity market.

Florida Power & Light Co, 4

Soptomber 7 2041
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Financial Summary — Florida Power & Light Co.

{$ Mii.. Fiscal Year-£nd Dec. 31) LTM June 2011 2010 2009 2008 2007
Fundamental Ratios (x}
FFCGiinterest Expense 8.0 6.3 106 87 9.2
CFFQ/Interest Expense 63 64 10.0 1.6 a8
FFQ/Debt (%) 35.1 292 492 313 42.9
Operating EBIT/Interest Expense 53 52 5.0 4.7 54
Opetating EBITDA/Interest Expense 78 80 33 70 8.1
Operating EBITDAR/AIerest Expense + Rent) T8 8.0 83 7.0 8.1
Debt/Operating EBITDA 2.5 23 23 25 2.3
Common Dividend Payout (%} 653 85 58.4 6.3 131.6
Internal Cash/Capital Expenditures (%) 48.3 63.1 931 93.5 58.2
Capital Expenditures/Depreciation (%) 2908 269.4 2384 2959 236.2
Profitability
Adjusted Revenues 10,556 10,417 11,423 11,578 11,588
Net Revenues 5511 5,435 5,203 4,829 4 862
Operating and Maintenance Expense 1,631 1,620 1,498 1,438 1,454
Operating EBITDA 2,604 2,789 2,610 2,254 2,302
Cepreciation and Amartization Expenditure 899 967 1,058 755 773
Operating EBIT 1,908 1,822 1,562 1,499 1,529
Gross Interest Expense 358 350 313 322 284
Net Income for Comman 995 945 B31 789 836
Operaling Maintenance Expendilure % of Net Reversles 206 298 288 298 209
Operating EBIT % of Net Revenues 346 335 298 31.0 314
GCash Flow
Cash Flow from Operations 1,813 1,893 2,832 2,139 2,163
Change in Working Capital {578) 55 {163) 37 {155)
Funds from Operations 2491 1,838 2,995 1,822 2,318
Dividends {650) (250) (485} (50) {1,500)
Capital Expenditures (2,614) (2,805) (2,522} {2,234) (1,826)
FCF (1,361) {362) (178) {145) {T63)
Net Other Investment Cash Flow 40 44 (125} (135) {180)
Net Change in Debt 380 165 208 279 1,192
Net Equity Proceeds 525 850 - 75 —
Capital Structure
Short-Term Debt 655 a1 818 773 842
Long-Term Debt 6,449 6,196 5,264 4 963 4.565
‘Total Debt 7,104 6,207 6,082 5,738 5,407
Total Hybrd Equity and Minority interest o -
Commen Equity 8,877 9,791 8,436 8,089 7.275
Total Capital 16,681 16,088 14,618 13,826 12,882
Totei DeblTotal Capital {%) 41.8 391 41.9 415 428
Tolal Hybrid Equity and Minority Interest/Total Capital (%) - —
Common Equity/Tatal Capital (%) 582 60.9 58.1 58.5 57.4
Note: Numbers may not add due to rounding.
Source; Company reports and Fitch Ratings.
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPAFITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
VWWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM
THE CODE OF CONDUCT SECTION OF THIS SITE.

Copyright © 2011 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiarias. One State Street Plaza, NY, NY 10004.Telephone:
1-800-753-4824, (212) 908-0500. Fax: {212) 480-4435 Reproduction or retransmission in whole or in partis prohibited except
by permission. Al rights reserved. in issuing and maintaining #s ratings, Fitch relies on factual information it receives from
issuars and underwriters and from other sources Fitch believes 1o bae credibie. Fitch conducts a reasonable investigation of the
factual information refied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that
information from independent sources, to the exdent such sources are available for a given security or in a given jurisdiction.
The manner of Fitch's factual investigaticn and the scope of the third-party verification it chtains will vary depending on the
nature of the rated security and its issuer, the requirements and practioes in the jurisdiction in which the rated security is offered
and sold and/or the issuer is located, the availability and nature of relevant public information, access io the managemant of the
issuer and its advisers, the avaalablﬁty of pre-existing third-party verifications such as audit reparts, agreed-upon procedures
letters, appraisals, actuarial reports, engineering reponts, legal opinians and other reports provided by thind parties, the
availabilty of independent and competert third-party verification sources with respect 1o the particular sacurity or in the
particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings should understand that neither an
enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relles on in connection
with a rating will be accurate and complete, Ultimately, the issuer and its advisers are responsible for the accuracy of the
information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings Fitch must rely
on the work of experts, including independent auditors with respect to financial statsments and attomeys with respect to legal
and tax matters. Further, ratings are inherendy forward-looking and embady assumptions and pradictions about futlre events
that by their nature cannct be verified as facts. As a result, despite any verification of cumrent facts, ratings can be affected by
future events or conditions that were not anticipated at the time a rating was issued or affirmed.

The information in this report is provided “as is” without any representation or wamanty of any kind, A Fitch rating is an opinion
as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings are the collective work product of Fiteh ard no individual, or group of
individuals, is solefy responsible for a rating. The rating does not address the risk of loss due to risks other than cradit risk,
unless such risk is specifically mentioned. Fitch is not engaged in tha offer or sale of any security. All Fitch reports have shared
authorship. Individuals identified in a Fitch report were involved in, but are not sciely responsibla for. the opinions stated therein.
The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute far
the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the
securities. Ratings may be changed or withdrawn at anytime for any reason in the soke discretion of Fitch, Fitch does not
provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or
1axability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obiigors,
and underwriters for rating securiies. Such fees generally vary from USS$1,000 to USST750,000 {(or the applicable cumency
squivalent) per issue. In certain cases, Fitch will rate all or a number of issues tssued by a particular issuer, o insured or
guarantesd by a particular insurer or guarantor, for a single annual fee. Such feas are expected to vary from US$10,000 to
1JS%1,500,000 {or the applicable cumrency equivalent), The assignment, publication, or dissamination of a rating by Fitch shall
not constitute a consent by Fitch to use its name as an expert in connection with any registration staterment filed under the
United States securtties laws, the Financial Services and Markets Act of 2000 of Great Britain, or the securities laws of any
particular jurisdicion. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to
electronic subscribers up to three days sarlier than to print subscribers.

Fooica Power & Light O
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FitchRatings

FITCH AFFIRMS RATINGS OF NEXTERA AND FLORIDA
POWER & LIGHT; OUTLOOK REVISED TO STABLE

Fitch Ratings-New York-02 May 2011: Fitch affirmed the issuer default ratings (IDR) of NextEra
Energy, Inc. (NextEra) and NextEra Energy Capital Holdings, Inc. (Capital Holdings) at 'A-' and
affirmed the 'A' IDR of Florida Power & Light (FP&L). Also, Fitch revised the Rating Qutlooks for
all three credits to Stable from Negative. Approximately $15 billion of recourse debt is affected by
today's rating actions, and the instrument ratings are listed at the end of this release.

The affirmations of the ratings of NextEra, Capital Holdings, and FP&L and the change in the
Rating Outlook to Stable recognize the improved economic and utility regulatory environment in
Florida. An indicator of the change is the December 2010 rate settlement that will enable FP&L to
collect revenues and to begin recovering its investment in the new West County 3 power facility
when that unit starts commercial operation this year. The membership of the Public Service
Commission has stabilized following Governor Rick Scott's appointment of four commissioners,
confirmed by the state senate on April 29,

There are signs of gradual improvement in employment statistics in South Florida, although
regional unemployment remains above the national average. Favorably, FP&L has reported modest
increases for five consecutive quarters in the number of customers connected to its system. The
affirmation of FP&L's ratings also reflects: the availability of tariff adjustment mechanisms and
trackers that result in timely recovery of purchased power, fuel and environmental costs; the utility's
low debt leverage; and strong interest coverage in excess of Fitch's norms for comparable 'A’ rated
utility credits.

NextEra's consolidated parent-leve! credit ratios are not as robust as those of its 'A-' peers, but Fitch
also takes into consideration several factors that enhance credit quality. First, the NextEra group has
a stable core of cash flows from a combination of utility and long-term contractual businesses. Over
the next five years, Fitch anticipates that FP&L and regulated electric transmission assets in Texas
will account for half of NextEra's EBITDA, and combined with NextEra Energy wholesale
generation assets subject to committed contractual sales contracts, Fitch forecasts that three-quarters
of EBITDA will be from predictable or stable sources. Second, NextEra's forward power sales are
hedged for a materially longer contract duration than other major U.S. competitive generators.
Third, NextEra Energy's non-utility generation portfolic has an extremely low exposure to
coal-fired generating facilities due to its concentration in nuclear, natural gas, and rencwable
generation technologies, Finally, approximately $5.25 billion of project finance debts included in
the group's Dec. 31, 2010 consolidated debt balance have either limited recourse or no recourse to
corporate support. which is a risk mitigant that offsets the higher leverage resulting from project
financing.

The Stable Outlooks for NextEra, Capital Holdings, and FP&L also consider the strong liquidity
position of the group and favorable access to capital markets.

Fitch's ratings presume that the group will fund its capital expenditures with retained internal cash
flow supplemented by a balanced mix of debt, equity or hybrid equity financing, Fitch's ratings also
assume that FP&L will continue to recover fuel, purchased power, and storm recovery costs
consistent with current Florida Public Service Commission (FPSC) policies.

Credit Concemns:

Among the risks that Fitch considered in the ratings are the continuing high rate of capital
expenditures at both NextEra Energy Resources and FP&L and the group's reliance on tax credits
and tax incentives for cash flow. Ratings of NextEra and Capital Holdings could be adversely
affected if NextEra Energy Resources pursues speculative power project development without
assured off-take arrangement, undertakes increased energy marketing and trading activities or is
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unable to renew expiring contracts on terms that maintain the current credit profile. Changes in tax
laws or regulations that impair the ability to utilize the group's accumulated tax credits would be a
credit negative; on the other hand, NextEra's credit would not be sensitive to elimination of the
availability of production tax credits on new projects.

Ratings of FP&L would be adversely affected if the FPSC adopts less supportive policies on
recovery of purchased power costs, fuel expense, environmental compliance costs, new renewal
resources, or storm related expenses.

Capital Holdings' ratings and outlook are identical with those of its parent NextEra, reflecting the
unconditional and irrevocable guarantee by the parent of the debt obligations of Capital Holdings.
Aside from those guarantees, NextEra has no debt,

Ratings affected by these actions are listed below.

Ratings affirmed and ail on Rating Outlook Stable:
NextBra Energy, Inc.

--Issuer Default Rating (IDR) at 'A-';

--Equity Units at 'A-",

NextEra Energy Capital Holdings, Ine,
--1DR at 'A-";
--Senior unsecured debentures 'A-';

--Jr. Subordinate hybrids 'BBB",
--Short-term IDR and commercial paper at 'F1'.

FPL Group Capital Trust 1
--Trust preferred stock at 'BBB'.

Florida Power & Light Company

--1DR at'A';

--First mortgage bonds 'AA-";

--Unsecured pollution centrol revenue bonds 'A+";
--Short-term IDR and commercial paper F1',

Contacts:

Primary Analyst:
Ellen Lapson, CFA
Managing Director

+1 212-908-0504
One State Street Plaza
New York, NY 10004

Secondary Analysts:
Sharon Bonelli,
Managing Director
+1 212 908 (0581,

[.indsay Minneman,
Associate Director
+1 212-908-0592

Committee Chairperson:
Glen Grabelsky
Managing Director

+1 212-908-0577
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Media Relations: Brian  Bertsch, New  York, Tel: +1  212-908-0549, Email:
brian.bertsch(@fitchratings.com.

Additional information is available at 'www_fitchratings.com’.

Applicable Criteria and Related Rescarch:

--'Corporate Rating Methodology' (August 16, 2010);

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

--Utility Sector Notching and Recovery Ratings' (March 16, 2010).

Applicable Criteria and Related Research:

Corporate Rating Methodology

htp://www fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=546646

U.S. Power and Gas Comparative Operating Risk (COR) Evaluation and Financial Guidelines
http://www fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=338030

Utilities Sector Notching and Recovery Ratings

http://www fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=504546

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

and NextEra Capital Holdings, Inc.

Full Rating Report
atings i i

Rating Key Rating Drivers

oo o N Return to Stable Outlook: The ratings of NextEra Energy, Inc. (NEE); NextEra Capital

NextEra Energy Cagital Holdings, Inc. Hol@:ngs. Ing. (Capital Holdings); and !T'iorlda Power & nght‘ Co. (FPL) were affirmed and the

Long-Term IDR A Rating Outlook was changed to Stable in May 2011. The actions reflected the return to a more

Commercial Paper F1 stable political and regulatory environment for FPL in Florida.

Senior Unsecured A

Sinior Subordinated BBB Utility and Contractual CGash Flow: In 2011-2014, NEE's cash flows from stable utility-type

DR — issuer defaul rating sources are expscted lo grow. Al FPL, future rate cases will incorporate new rate base

investments to produce more tariff revenues. At Capital Holdings, complstion of new Texas

LRati:g ?;:Iook Stabi elactric transmission assets will result in predictable tariff revenues. Fitch forecasts that

ong-tem tale regulated utility businesses will contribute approximatsly 50% of NEE's EBITDA for the next

Financlal Data saveral vears, and contractual sources ancther 25%-30%.

NextEra Energy, inc. LM Endod Reliance on Tax Incentives: NEE's cash flow has besn buoyed by significant tax incentives
8130111 :130111 {production and investment tax credits and carryforwards). NEE has accumuiated tax

Revenie {$ MiL.) 15,431 15,306 incentives that it can continue to monetize against taxable income from FPL or via tax-oriented

Net Revenues ($ Mit.) 8,732 8,705 partnerships. FPL’s profitability is key to ongoing ¢ash flow from accumulated tax incentives.

Operating EBITDA

(F-“SFgEi’; M ’;'ggg g;g: High Capex: Fitch projects NEE's capital expenditures to continue their recent trend at around

FFOVinterest R triple annual depreciation, or approximately $5.5 billion annually, with major multivear projects

overage (x) 47 50 ongoing at both FPL and at Capital Holdings. Therefore, external financing will be required.

FFO/Debt (%) 197 195

Capital Spending (3 Mit.) 5,949 4225 . ' f "

CapexiDepreciation(x) 15 25 Debt Leverage and Mitigants: NEE's credit metrics, as reported, show more leverage than

Related Research

Florida Power & Light Co,
Sept. 7, 2011

Analysts

Ellen Lapson, CFA

+1 212 908-0504

elien lapson@fitchratings. com
Lindsay Minneman

+1 212 908-0592
lindsay. minmeman@fichralings.com

‘A-" peers. However, Fitch considers several factors that mitigate debt leverage. First, non-
utiity gensration is concenfrated in renswable and nuclear resources with favorable
environmental characteristics. Also, sales of the compstitive powsr subsidiary are supported by
off-take contracts for a longer term than most other peers at faverable prices (over 60%
hedged for more than 10 years). Finally, about $5.3 billion of consoclidated debt is made up of
project finance loans that have limited or no corperate recourse.

Credit Support for Capltal Holdings: NEE provides a full guarantee of Capital Holdings' debt
and hybrids. Thus, Capital Holdings' ratings and Rating Outiook are identical to those of NEE.

What Could Trigger a Rating Action

Change in Florlda Regulatlon: Changes in current Florida regulatory pdlicies regarding the
timely recovery of utility capital investments, fuel and purchased power costs, and storm-
related costs would adversely affect NEE's and FPL’s ratings.

Change in Tax Laws or Regulations: Changes in tax rules that reduce NEE's ability to
monetize its accumulated production tax credits, investment tax credits, and accumulated tax
losses carried forward would be adverse to NEE's cash flow cradit measures.

Business Mix, Risk Profile: A change in strategy to invest in more speculative assets or a
lower proportion of cash flow under jong-term contracts would increase business risk and couid
result in lower ratings for NEE. The high level of capital expenditures at both FPL and Capital
Holdings creates completion risks, as well as funding risk.
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External Funding and Debt Structure

NEE's strategy focuses on growth through ongoing capital investmaent, like many utility and
competitive power enfities. Thus, NEE has negative FCF after dividends and capex.
Consolidated capital expenditures average approximately $5.0 billion-$5.5 billion annually, with
high rates of investment at both the FPL utility and in Capital Holdings.

There is no debf at NEE. Capital Holdings is a financing vehicle that issuss corporats recourse
debt on behalf of its parent; NEE, to fund investments in the operating subsidiaries. All Capital
Holdings' debt obligations are guaranteed by NEE, which is the credii basis for Capital
Holdings' issuer default rating ({DR).

FPL independently funds short-term and long-term debt, while 100% of FPL's equity is invested
by NEE. FPL's long-term debt-financing vehicles are primarily taxable secured first-mortgage
bonds and tax-exempt revenus bonds. FPL has its own credit facilities separate from the NEE
group to provide liquidity back up for commercial paper funding and variable-rate tax-exernpt
revenue notes, as well as for issuance of letters of credit.

NEE issusd new equity for proceeds of $548 million and $711 million in 2009 and 2010,
respectively, to keep its debt leverage in line. In addition, NEE issued equity hybrids for
3375 million in 2009 through Capital Holdings.

Asset Sale

NextEra Energy Resources, LLC (NEER) has announced an agreement to sell its ownership
interests in four natural gas-fired generating assets to a subsidiary of LS Power for
appraximately $1.05 hillion. The plants are Blythe Energy Center (California), Calhourn Energy
Center (Alabama), Cherokee Energy Center {Scuth Carolina), and Doswell Energy Centsr
(Virginia). NEER's net capacity interest in these units aggregates 2,152 MW. Management has
deemed these assels to be cutside of its core sirategy. Net proceeds from the sale after retiring
or transferring associated debt are expeclted to be about $500 million. The use of deferred tax
assets will largely offset the expected taxable gain. NEE has announced a book loss of
approximately $97 million associated with the sale, which in Fitch's view is not material.

One other power facility in Rhode Island may be sold in the future. Also, gaing forward, NEE
may engage in additional sales of tex-oriented differential membership interests. (See the
“Sales of Differential Membership Interests” section on page 5.)

Liquidity Facilities

Committed corporate credit facilities of the NEE group of companies aggregate approximately
$7.95 billion, excluding limited recourse or nonrecourse project financing arrangements.
Included in that total is approximately $3.2 billion in unsecured facilities available to FPL and
$4.7 billion available to Capital Holdings and its subsidiary, NEER. NEE has strong access to

the capital markets and commercial paper market and to banks for both corporate cradit and
project finance.

NextEra Energy. inc.
September 7, 2041
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NextEra Energy Group Credit Facilities

Amount
Cradit Facitity Borrowers ($ Mil.) Expires Comment
Unsecured RC Capilat Holdings 3,916 Apri 2013 $40 Million Expiring in
April 2012
Unsecured RC Capital Hoidings 500 December 2013 —
Plus Ope-Year Term Out
Unsecured RC Bilaterals Energy Resources CAD300 December 2013 Used 1o Fund Canadian
Project Development
Unsecured RC FPL 2,473 Apri 2013 $17 Million Expiring in
April 2012
Unsecured RC, Global Banks FPL 500 May 2013 | —
Unsecured Bilateral RC FPL 250 May 2014 —
RC - Revolving credit. CAD — Canadian doliar, FPL —~ Fiorida Power & Light, Co.
Source: Company financial reports and Fitch Ratings.
NextEra Energy, Inc. Business Segment Summary
($ Mil., Years Ended Dec. 31)
Corp. and Total
FPL  Total (%} NEER __ Total (%} Other Total (%) Consolidated
EBITDA 2010 2,857 57 2128 42 65 1 5,050
EBITDA 2008 2,678 61 1,624 37 57 1 4,358
EBITDA 2008 2,389 56 1,830 43 48 1 4,267
Capital Spending 2010 2,706 46 3,072 53 68 1 5,848
Capital Spending 2009 2,717 45 3,235 54 54 1 6,008
Capital Spending 2008 2,367 45 2,829 54 40 1 5,238
Total Assets 2010 28,888 54 22,389 42 1,907 4 62,994

FPL - Florida Power & Light, Co. NEER ~ NextEra Energy Resources. Note: Capital spending inchudes nuclear fuel,
Source: Company 2010 arnual report form 10-K and Filch Ratings

Competitive Electricity Generation and Retail Power Supply

NEER is a direct subsidiary of Capital Holdings and contributes nearly all the revenues and
income of Capital Holdings. NEER's power generation portfolio consists of an estimated
19,000 net MW, all located in the .S, and Canada. None of NEER's power output is sald to
FPL.

At Dec. 31, 2010, 60% of NEER’s capacity was sold under long-term contracts with an
estimated contract life of 14-15 years. Additionally, 10% was hedged for shorter terms of
1-3 years, and 30% was marketed on a merchant basis. NEER's contracts are priced favorably
relative to cument wholesals market prices, and the unusually long tenor of its contracts
provides a cushion against markst

NEER Generating Capacity price risk. Wind capacity under long-
by Fuel Type term contracts is compensated based
(%, As of Dec. 31, 2010} on the volume of production, and
wind 44 production varies with the wind
233;',6“ ?i avallability, a risk that is not hedged.
S;dro ; At the end of 2010, the fuel sources
Solar, Other 1

for NEER power generating, based on
nominal capacity, were as indicated in

Total 100
Seurce: Company 2010 annual report form 10-K.

the table on the left, “NEE Gensrating
Capacity by Fuel Type.” ’

Solar sources account for less than 1% of NEER's nominal capacity. However, this energy
source is a major focus for new capital investment in 2011-2013,

NextEim Energy |
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Two other areas of diversification investment for NEER and Capital Holdings are electric and
gas ransmission assets.

Less than 5% of NEER's pawer capacity consumes cil or coal. Consequently, NEER will have
virtually no adverse effect from recent Environmental Protection Agency (EPA) rules regarding
armissions of oxides of nitrogen or sulfur, particulate matter, mercury and hazardous air
products, or coal residues. in the future, its nuclear portfolioc may be affected by rules regarding
cooling water and by changes in nuclear safety regulations, if any. On balance, NEER is
among those generators that are least exposed to incremental capital expenditures due to
environmental effects, and NEER could benefit from the anticipated retirement of coal-fired
capacity in the markets il serves.

The majority of NEER's income and cash flow is derived from physical assets. However, NEER
also has a related business of competitive customer supply and proprietary power and gas
trading. According to NEE’s disclosure, this business is expected to contribute an estimated
7%-10% of NEER's 2011 gross margin and 5%-9% of NEER's EBITDA. The market, credit,
and liquidity risks of the customer supply and trading activities appear to be adequatsly
controlled at cumrent levels of transaction activity and with the current risk-management policies.

Tax incentives Boost Consolidated Cash Flow

In recent years, NEE's cash flow has been boosted by a low seffective tax rate, 21% in 2010
and 12% in the first half of 2011, versus the statutory tax rate of 35%. Contributing to a lower
effective tax rate for NEE are renewable energy production tax credits (PTCs) for wind facilities
and investment tax credits {ITCs) for solar facilities, or ITC cash grants in lieu of PTCs for wind
renewables.

New PTCs for wind generaton are only available for wind facilities that enter service by
Dec. 31, 2012, uniess the U.S. Congress extends or replaces the current iaw. The cash grant
ITCs in lieu of PTCs for renewables are available only for systems that begin construction prior
toe Dec. 31, 2011. NEE has significant discretion over its future investments in wind and solar
facilities. As such, it may, in future years, choose to reduce or eliminate discretionary
investments if changes in available tax

NEE Consolidated Tax Return incentives made such investments
Utilization of Tax Credits less attractive.
{$ Mil)
$ix Months Ended yearEnded Accumulated Tax Assets

/30111 12/31/10
PTCs 163 307 Expiration of the laws that authorize
ITCs 8 68
PTCs - Production fax credits. ITC — Invesiment tax credits, the current PTCs and iTCs would not
Source: Company financial reports. . automatically increase NEE's

consolidated tax payments and reduce
cash flow. This is because NEE has access to substantial amounts of deferred PTCs, ITCs,
and net operating tax losses carried forward (NOLs) as deferred tax assets.

At the end of 2010, NEE reported $1.8 billion of tax credits carried forward (both PTCs and
ITCs) and 3663 million of NOLs. Regarding the use of these credits, Fitch’s base case
forecasts assume NEE will he able tc use its accumulated NOLs and tax credits, even if
renewable assets placed in service in the fuiure are not eligible for new PTCs and ITCs. NEE's
future use of tax credits and NOLs wauid be vulnerable to materially lower taxable income at
FPL or to a change in tax laws or regulations affecting the ability to apply tax incentives to
reduce income tax payments,

NextEra Enargy. Ine.

Suptorder 7200
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Sales of Differential Membership Interests

in 2007 and 2010, subsidiaries of NEER that own wind facilities sold class B partnership
interests to investors who received, in return for their cash investment, a portion of the
economic attributes (including tax attributes) of the facilities for a variable period. This type of
transaction represents an alternate way for the company to monsetize tax credits. NEER
received cash proceeds of $705 million in 2007 and $285 millien in 2010,

Utility Business

NEE's utility subsidiary, FPL, serves slectricity to 4.5 million customer accounts in Florida, Fitch
affirmed the ratings of FPL and changed the Rating Qutiook to Stable in May 2011. These
actions reflected a more orderly political and regulatory environment for FPL in Florida after a
petiod of political strife and commission turnover. Four of the five current Florida Public Service
Commission {FPSC) commissioners were appeinted by new Florida Governor Rick Scott and
confirmed in 2011 by the state's Senate.

Weak Florida Economy Reduces Growth

FPL's southern Florida service territory still has above-average unemployment and a weak
housing market. However, employment statistics have modestly improved. FPL's inactive
accounts and low usage accounts are gradually waning.

FPL sales were adversely affectad by loss of load in 2008-2009. Nonstheless, FPL has very
high capital investment projects underway to reduce reliance on oil for power-generation,
replace inefficient natural gas-fired generation, expand the capacity of its Turkey Point and
Saint Lucie nuclear power plants, improve the transmission and distribution systems, and
upgrade customer meters. FPL's capital spending is currently running at approximately
$3 billion annually, or about 2.8x-3x depreciation, and will require future rate increases to
recover incremental investment.

Rate Orders and Regulatory Matters

FPL received an unfavorable rate decision in a contentious general rate case decided on
March 17, 2010. The decision lowered return on equity from 11.75% to 10.00% and ordered
the utility to credit te income amounts deemed 1o be surplus depreciation. The March 2010
order eliminated the prior generation base rate adjustment mechanism and did not provide any
means for recovery of incremental cost to complete the West County 3 (WC3) power plant
project.

FPL challenged pans of the March 2010 order. On Dec. 14, 2010, the FPSC approved a
settlement agreement (rate stipulation) that resolved contested issues from the March 17, 2010,
rate order. it allowed FPL to collect the cost of its investment in WC3 via fuel savings when the
unit entered commercial operation, starting in June 2011, FPL accepted a base rate freezs until
Jan. 1, 2013. However, numerous fuel, capacity, storm cost recovery, and environmental rate
adjustments are allowed.

FPL can recover investment in nuclear plant capacity upgrades without a base rate case.
Recovery of other new utility capital spending in 2011-2013 is subject to FPL's next base rate
case, which Fitch anticipates FPL will likely file in 2012 for effect in January 2013.

~exdiEia Snergy. inc
September 7. 2011
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itchRatings

Financial Summary —- NextEra Energy, Inc.

(8 Mil. Years Ending Dec. 31) June 2011 LTM 2010 2008 2008 2007
Fundamentat Ratios {x)

FFO/inerest Expense 47 4.4 58 4.9 5.6
CFFQOiinterest Expense 4.8 4.6 5.8 4.9 56
FFQ/Debt (%) 197 18.5 272 221 3
Operating EBIT/Interest Expense 28 3.1 2.8 3.3 2.9
Operating EBITOA/Interest Expense 4.4 4.8 48 4.8 45
Operating EBITOAR/Interast Expense + Rent) 44 48 46 4.8 45
Debl/Operating EBITDA 42 38 39 3.6 33
Cormnman Dividend Payout (%) 476 42.1 474 436 49.8
Intermal Cash/Capital Expenditure (%) 53.2 508 60.9 50.6 58.5
Capital Expenditure/Depraciztion (%) 348.9 331.0 348.0 3918 388.0
Profitabiity

Adjusted Revenues 15,131 15,249 15,575 16,339 15,228
Net Revenues 8,732 9,007 817G 7,927 7,037
Qperating and Maintenance Expense 2930 2,877 2649 2,627 2,314
Operating EBITDA 4,659 4,982 4,291 4,132 3,510
Depreciation and Amortization Expenditure 1,705 1,766 1,728 1,337 1,261
Operating EBIT 2,954 3,216 2,565 2,785 2,249
Gross Interest Expense 1,081 1,041 930 856 782
Net Incoma for Common 1,832 1,957 1,615 1,839 1,312
Operating Maintenance Expenditure % of Net 338 316 324 39 32.9
Operating EBIT % of Net Revenyes 338 BT 31.4 35.3 32.0
Cash Flow

Cash Flow from Operaticns 4,036 3,793 4,424 3,362 3593
Change 1n Warking Capital 144 258 (14) 54 )
Funds from Operations 3,852 3,535 4,498 3,308 3,586
Dividends (872) (823) (766) (714) {654)
Capital Expenditures {5,949} (5,846} (6,006} {5.236) (5,019)
ECF {2,7885) {2,876) {2,348} (2,688} {2,080}
Net Other investment Cash Flow 568 562 183 (461) (23)
Met Change in Debt 1,185 1,825 1,739 3,317 1,253
Net Equity Progeeds 343 562 198 41 46
Capital Structure

Short-Term Debt 1,050 B8Y 2,020 1,865 1,017
Long-Term Debt 18,719 18,225 14,632 13,103 10,522
Total Debt 18,769 19,114 16,662 14,968 11,639
Total Hybrid Equity and Minorily Interest 1177 1,177 1,765 1,507 1,507
Common Equity 14,906 14,461 12,967 11,681 10,735
Total Capital 36,8562 34,752 31,284 28,158 23,781
Tetal DebiTotal Capital (%) 55.1 55.0 529 532 485
Total Hybrid Equity and Minority interest/Tota! Capital 33 34 5.6 54 8.3
Common Equity/Total Capital (%) 4186 416 414 415 451

LTM - Latest 12 months. Operating EBIT - Operating income before totai reported state and federal income tax expense. Opsrating EBITDA - Operating income before
total reported state and federal incgome tax expense pius. Note: Numbers may net add due fo rounding.
Source: Company reports and Filch Ratings.

NextEra Energy. inc. [
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FitchRatings

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTR/FITCHRATINGS COMAUNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCYS PUBLIC WEB SITE AT
WWW FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROGEDURES ARE ALSC AVAILABLE FROM
THE CODE OF CONDUCT SECTION OF THIS SITE.

Copyﬁgh! © 2011 by Fitch, Inc,, Fiich Ratings Ltd, and its subsidiaties. One State Street Plaza, NY, NY 10004, Telephone;
1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except
by permission. All rights reserved. In issuing and maintaining fts ratings, Fitch relies on factual information it receives from
Issuers and underwriters and from other scurces Fiich believes to be credible. Fitch conducts a reasonable investigation of the
factual information relied upon by it in accordance with #s ratings methodology, and oblains reasonable verification of that
information from independent sources, to the extent such sourcas are available for a given securty or in a given junisdiction,
The manner of Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the
nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered
and soid and/or the issuer is located, the availabiity and nature of relevant public information, access to the managemaent of the
issuer and its advisers, the availabilty of pre-existing third-party verifications such as audit reports, agreed-upon procedures
letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parfies, the
availability of independent and compstent third-party verification sources with respect to the particular security or in the
particular jrsdiction of the issuer, and a variety of other factors. Users of Fitch's ratings should understand that neither an
enhanced factual investigation ner any third-party verification can ensure that all of the information Fiteh relies on in connection
with a rating will be accurate and complete. Ultimately, the issuer and s advisers are responsible for the accuracy of the
information they provide to Fitth and to the market in offering documents and other reparts. In isstiing fts ratings Fitch must rely
on the work of experts, including independent auditors with respect to financial statements and attomeys with respect to legat
and tax matters. Further, ratings are inherently forward-ooking and embody assumptions and predictions about future events
that by their nature cannot be verified as facts. As a resu¥, despite any verification of current facts, ratings can be affected by
future events or conditions that were not anticipated at the time & rating was issued or affirmed,

The information in this report is provided “as is” without any representation or warranty of any kind. A Fitch rating is an opinion
as to the creditworthiness of a secunty. This opinion is based on established criteria and methodologies that Fitch is
continuousty evaluating and updating. Therefore, ratings are the collective work prodiuct of Fitch and no individual, or group of
individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk,
unless such risk is specifically mentioned. Fitch is not angaged in the offer or sale of any security. All Fitch reports have shared
authorship. Individuatls identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein.
The individuals are named for contact purposes anly. A repart providing a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the
securities. Ratings may be changed or withdrawn al anylime for any reascn in the sole discretion of Fitch. Fitch does nat
provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any sacurity for a pasticular investor, or the tax-exempt nature or
taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, ather obiigors,
and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable cumrency
equivalent) par issue. in cerlain cases, Fitch will rate all or & number of issues issued by a particular issuer, or insured or
guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to
851,500,000 (or the applicable curency equivalent). The assignment, publication, or dissemination of a rating by Fitch shalt
not constitite a consent by Fitch to use its name as an expert in connection with any registration statement filad under the
United States securities laws, the Financial Services and Markets Act of 2000 of Great Britain, or the securltes laws of any
particular jurisdiction. Due to the relative efficiency of electrenic publishing and distribution, Fitch research may be available to
slectronic subscribers up to three days earlier than 1o print subscribers.

NexiEra Enargy, Inc.
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FPL Capital Structure History

2001 - 2010
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Historical Data and Averages

Historical Capital Structure Data

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 3Yr. Avg. SYr.Avg.  10Yr. Awg.
% All Sources
Long Term Debt 25.8% 24.6% 25.0% 27.1% 25.8% 26.4% 28.5% 29.8% 29.0% 28.9% 29.2% 28.5% 27.1%
Short Term Debt 2.2% 3.5% 4.7% 2.2% 3.5% 4.9% 2.6% 2.2% 1.9% 3.0% 2.4% 2.9% 3.1%
Preferred 2.3% 2.3% 1.8% 0.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.7%
Equity 53.9% 54.1% 51.4% 52.2% 49.7% 48.0% 48.7% 47.2% 47.3% 46.6% 47.0% 47.5% 49,9%
Customer Deposits 2.7% 3.1% 3.1% 3.2% 3.1% 3.1% 3.6% 3.4% 3.4% 3.3% 3.4% 3.4% 3.2%
Deferred Income Tax 11.5% 11.1% 13.0% 14.3% 17.3% 17.3% 16.4% 17.2% 18.3% 18.2% 17.9% 17.5% 15.5%
Deferred ITC 1.5% 1.3% 1.0% 0.8% 0.6% 0.4% 0.3% 0.1% 0.1% 0.0% 0.1% 0.2% 0.6%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
% Investor Sources
Long Term Debt 30.6% 29.1% 30.2% 33.1% 32.7% 33.3% 35.7% 37.7% 37.1% 36.8% 37.2% 36.1% 33.6%
Short Term Debt 2.6% 4.1% 5.7% 2.7% 4.4% 6.2% 3.3% 2.8% 2.4% 3.9% 3.0% 3.7% 3.8%
Preferred 2.7% 2.7% 2.1% 0.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.8%
Equity 64.0% 64.0% 62.0% 63.9% 62.9% 60.5% 61.1% 59.6% 60.5% 59.3% 59.8% 60.2% 61.8%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Actual Balances
tong Term Debt 2,573,364,376 2,404,543,859 2,588,775,187 2,890,461,088 2,986,816,192 3,486,292,100 3,941,415,863 4,407,092,709 4,542 871,168 4,859,391,851
Short Term Debt 220,463,754 340,830,397 490,991,675 239,604,529 403,457,085 643,567,393 361,845,653 323,363,439 205,500,289 510,727,045
Total 2,793,828,130 2,745,374,256 3,079,766,862 3,130,066,017 3,390,273,277 4,129,859,493 4,303,265,522 4,730,456,148 4,838,371,457 5,370,118,896
Year over Year Growth -1.7% 12.2% 1.6% 8.3% 21.8% 4.2% 2.9% 2.3% 11.0%
Staff 002203
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B Equity Avg: 61.8%
M Preferred Avg: 0.8%

Short Term Debt Avg: 3.8%
B Long Term Debt Avg: 33.6%
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All Capital Sources

Historical Capital Structure - All Sources
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All Capital Sources

Long Term Debt as % of Capital Structure (All Sources) " Preferred Equity as % of Capital Structure (All Sources)
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, 1.0% -
26.0% - | Average =0.7%
/ Minimum = 24.6%
24.0% Ut
m
22.0% - TR . . _3_:_3=3uw.§
| , 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
20.0% | _ ,
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 ||-0.5%
T I
“ Short Term Debt as % of Capital Structure (All Sources) [ Common Equity as % of Capital Structure (All Sources)
16.0% - 56.0% -
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52.0%
4.0% |
| Average =49.9%
. Average =3.1% 50.0%

3.0% - [ |
_ < / | o #
[
2.0%
“ Minimum=1.9% i 46.0% - Minimum = 46,6%
| _
4 44,0% -
_
0.0% - . | 42.0% - : : , : , ,
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All Capital Sources

| 4.0% -

3.5%
3.0%

12.5%

|1.0%
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0.0%
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Customer Deposits as % of Capital Structure (All Sources)

Maximum = 3.6%

\/‘)

\{\

Average=3.2%
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2009 2010
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16.0%

14.0% -

12.0%
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Deferred Income Taxes as % of Capital Structure (All Sources)

Maximum =18.3%

——

Average = 15.5%

Minimum=11.1%
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Deferred Income Tax Credits as % of Capital Structure (All Sources)

Maximum=1.5%

Average =0.6%

Minimum = 0.0%
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2010 Capital Structures

Filed Aicond Kokl Change (Actual to % Change (Actual
Approved) to Approved)
Long Term Debt 31.5% 31.6% 28.9% -2.6% -8.4%
Short Term Debt 1.0% 0.9% 3.0% 2.1% 226.9%
Preferred Stock 0.0% 0.0% 0.0% 0.0% n/a
Common Equity 47.9% 47.0% 46.6% -0.4% -0.9%
Customer Deposits 3.3% 3.2% 3.3% 0.0% 0.8%
Deferred Income Tax 16.0% 17.2% 18.2% 0.9% 5.3%
Investment Tax Credits 0.3% 0.0% 0.0% 0.0% 23.7%
Total 100.0% 100.0% 100.0% 0.0% 0.0%
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ANNUAL RATES

Past Past Est'd '08-'10
ol chiange {pershy 10 Yis. G ¥ra. f0'14:'46
Hevenues 7.5% G.5% 1.5%
Cash Flow" 55%  9.0% 2.5%
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(LT inleras) eained: 3.2x) A3.6% | A67% | B5.6% | 516% | 40.6% | 49.1% | 51.2% | 64.2% | 55.1% | 55.5% | 96.5% | 46.0% |Long Term Debl Ralio | 52.0%
54.2% | 515% | 444% | 404% | 61.4% | 50.0% | 40.0% | 45.8% | 44.3% | 44 5% | 48.5% | 44.0% |Common Equity Ralie 48.0%
Pension Assels-12/10 $3.23 LIl _ 11060 | 12406 | 15695 | 15564 | 16538 | 19521 | 22015 | 26514 | 29267 | 32474 | 36700 i 38625 | Tolal Capital {$mill) 44600
S Cblig- $1.99 08 | yygsp | 14304 | 20207 | 21226 | 22463 | 24499 | 8652 | 30411 | wou7g | 39075 | 43400 | 47325 | el Plant Sl 51600
B5% , G66% | B7% | 70% | 69% | 60% | 75% | 78% | 69% | 75% | 65%| 6.5% |Refuinon Total Cepl 7.0% |
Common Stock 421,960,217 shs. 120% | 10.7% ] 12.7% | 118% | 106% | 12.6% | 122% | 14.0% | 125% | 135% | 12.0% | 12.0% |Refurn on Shr. Equity 11.0%
13.0% | 10.9% | 12.5% | 118% | 106% | 129% | 122% | 140% | 125% | 135% | 12.0% | 12.0% |Return un Com Equity | 11.0%
MARKET CAP: §23 billion (Large Cap) T0% | 46% | G4% | 56% | 42% | 69% | 61% | 70% | 65% | 78% | 60%| GU% Relainedio ComEq 6.0%
FLECTRIC OPERATING STATISTICS 7% | 50% 50% 53% 0% 46% 50% 4% 4T% 42% 49% 49% ANl Divds lo Net Prof 49%
4 et Saks ##H) 29(?8 20{19‘ 42‘3 BUSINESS: NexiEra Energy, Inc. (1cnm:|!y FPL Group, Ine)} is @ elher, 1%. Generuling sturces: gas, 58%; nuctear, 20% coal, 5%,
g, ndust. Lse () NA 225 348 | holding company for Florida Power & Light (FPL), which provides  oil, 4%: puichasad, 13%. Fuel cosis: 41% of revs. "10 repoited
A Mmﬂmg«lﬁ'&l{e] 866 886 6.85 | electicily lo 4.5 millon cuslomers in a 27,650-sq.-mi. area n easl-  deprec. rales: FPL, 3.2%; NexiEra, 4.4%. Has 15,000 employees.
;gmgmm T’i&m‘ 5‘;3% gﬁggg f;gggg em & souihemn Florida, NextEra Energy Resources is o nonregu-  Chaiman & CEO: Lewis Hay, Ml President & COOQ: James L.
Aol Load Facke MA A NA | lated power genela!w with nuclear, gas, & wind ownership. Reve-  Robo. Inc. FL. Address: 700 Universe Blvd, Juno Beach, FL
 Charge Customens (yr-end) -2 +.8 | nue breakdown: residential, 57%; commercial, 39%,; industrial, 3%; 33408, Tel, 561-634-4000. Inteinsl: www.nexleraenergy.com
Fied Clany Gov. () a9 gt a3 | NextEra Energy's wutility subsidiarvy ter. NextEra is focusing on solar power, as

bas jusi completed a large capital
project, and others are under way or
under consideration. in the second
uvarter, Flovida Power & Light completed
the addition of 1,220 megawatts of gas-
fired capacity at its West County station.
West County Unit 3 came on line on
schedule and on budget of around $900
million. Twe eother modernization projects
are under way, which would provide 2,420
mw of gas-fired capacity in 2013 and 2014
at an expected cost of $2.4 billion, (How
the utility will recoup the cost of these
rojects is still in question.) Furthermore,
Pl is asking the Klorida vegulators for
permission to wodernize another plant at
a projected cost of $1.2 billion. This capaci-
ty would come on line in 2016. Finally, a
nuclear uprate program vwall add 450 mw
of capacity from 2011 through 2013 at a
cost of $2.5 hllion.
The company’s nonregulated opera-
tions ave making meves, too. NextEra
has 953 mw of wind projects under con-
tract that arve expected to come on line thig
year and next. Moreover, it acquired a
180-mw wind project in the second quaw-

well, with projects under development in
California and Spain, On the other hand,
the company is considering the sale of five
nonregulated gas-fired plants (2,702 mw)
that aren’t a good strategic fit.
We have raised our 2011 shave-
earmings estimate by $0.15, but
lowered our 2012 forecast by the same
amount, Second-quarter earnings in-
cluded $0.20 a share of mark-to-market ac-
counting credits, which were not part of
our estimate. On the other hand, we cut
our 2012 profit estimate hecause Next-
Era’s energy-trading operation isn’{ likely
to be as profitable as was expected due to
lower volatility in the marlket. Note that
mark-to-market accounting gains or losses
{which are an ongoing aspect of NextEra's
vesulis) make the companys earnings un-
predictable. These logsses reduced March-
uarter income by $0.30 a share this year.
his timely stock offers greatex 3- to
Sepenr total return potential then
most ulility issues. The yield is about
average for the group, and we project solid
profit and dividend growth to mud-decade.
Poul It Debbas, CFA Avgust 26, 2011

(A) Dilvted EPS. Excl. ﬂanrecumn? gain
{losses); '00, (5} 02, (60¢); ‘03, 5¢. Nsxt

Seplember, 2nd mid-December. @ Dividend
reinvestment plan available. + Shareholder in-
earnings repor dua late Oclober. {B) Dividends | vestmenl plan available. {C) Incl. deferred
histoncally paid in mid-March, mid-June, mid-
G 2014, Valus Line Publishing LLC. Al rights reserved. Taclusl maierisl 15 cbiained Irom soices befiaved o be rebsble and Is provided wilhoul wanankes of any kind,
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of | may ba teproduted, 1esokl, skuerd or kansmied fa any ponted, eleclranic or oivar fonn, or uszd kei gensiating of matkeling any plisted or electonic fusbleation, ssrics o produel

chargas. In "10: §5.15/sh. (D) In millions, 2d-

justad for siock spiit. {E} Rale allowed on com-
mon equily in "10: $%-11%; earnad on avg.
coin. g, '10: 14 4%, Regulalory Climate:
Average. (F) Winter peak in '09,
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Pension Assals-12/10 $3.23 bill. . 5 11069 | 12406 | 15695 | 15564 | 16538 | 19521 27015 | 25614 | 20967 | a2474 | 35725 | 37840 Total Capital {$mill) 42700 :
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v st Fis, e KW ) 386 686 B85 | eloclicily o 45 milion cuslomers in a 27,650-5q.-mi, area in easl deprec rales: FPL, 3.2%, Nex(Ern, 4.4%. Has 15,000 employees
CWI’@'-‘HHI‘F? i 24997 26682 25800 | g & souiher Florida. NexEra Energy Fesourcas ie a nopregu-  Ghairman & CEQ: Lewis Hay, Ul President & COO: James L i
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Fed e Co (3 T e apt aw | DextEra Energy's emrnings are likely regulated side, B has two asset- 1
ANNUAL RATES Pasi  Past Esid 0B 10 to decline this year and malke just n  modernization projects that will provide |
of change (o2l sh) 0Yrs,  BYis.  to'1d16 partinl recovery in 2012, Part of the 2,420 mw of capacity in 2018 and 2014 at |
Revenues 78w 65%  1.0% | falloff in 2011 is due to ap unfavorable an expected cost of $2.4 billion, In addi- |
“Cash Flow 55% 90% 40% | swing in marl-to-market accounting tion, the utility is asking the state comn- '
%ﬁ:ﬁﬂg&s E;% ‘32{: é;;;; itemns, These boosted share et by $0.43 in  mission for permission to modernize an-
Book Value S%e  oow  65% | 2010, but reduced profits by $0.20 in the other plant, for 1,280 mw of capacity, at

Car | QUARTERLY REVEHUES i) | Fu firet nine months of 2011, In addition, an expected cost of $1.2 billion. This
endar |Mar31 Jun.30 Sepd0 Oec.31| Year NextEra Energy Resources, the company’s project would hegin commercial operation
2008 | 3434 3505 5337 4004 | 16410 n_onul;lhty subsidiary, is facing t.he expira- in 2016, On the nonregulated side, Nea_ﬁt»
2000 | 3705 11 4473 3654 | 15643 | Hon of hedges that were at prices higher Era Energy Resources plans to spend $6.8
%010 | a2 3501 4g9t 3413 [15317 than in the ewrrent market. Some tax billion-$76 hillion on wind and solar
2011 | 3134 3061 4982 323 [ 14800 credits will expire next year, too. On the prajects from 2011 through 2014. NextEra
o012 | 3500 3600 4600 3500 | 15200 plus side, the contribution from Florida already has long-term contracts for their
“cal- EARNINGS PER SHARE A | Power & Light should continue to rise as expected output. These capital invest-
endar |Mar31 Jund0 Sep.3o 99| year | the service area’s economy recovers and ments should enhance the company’s earn-
SR T e B 192 “ior] the utility’s rate base expands. The Flor- ing power significantly by mid-decade,

2009 9 91 131 197 | ida commmssion has granted FPL $196 mil- Finances ave sound. Nextlirs's fixed-
g | 13 101 174 474 | lion of rate relief for 2012 stemming from charge coverage iz healthy, as ig ils return
2011 64 118 120 415! 1ts nuclear uprate program, which will in- on equity. The company marits a Financial
032 95 115 148 o5 | 480 cvease its generating capacity by at least Strength rating of A
_{féf'h’ﬁin?iﬁfdﬁt?ﬁu?uﬁﬁb?r“‘;;f 400 megawatts from 2011 through 2013, This stocle is of intevest to wiility in-
endar |#ar31 Jund0 Sep.d) Decdi| Yesr All told, FPL should earn at or near an vestors., Its 8- to S-year total retuin i
007 | 41 PP P 64 11% return on equity (the upper end of its potential is well above the industry aver- i
5008 | b5 Ad5 M5 445 (78| allowed range) this ysat and next, age. Moreover, investors den’t have to sac-
006 | 4TS 4TS 4725 47250 189 The company has a lot of projects un- vifice any current income, as the dividend
5010 | 50 50 0 ‘59 50| dex development in both its regulated yield is comparable with the utility mean.

o1 | 56 55 55 and nonregulated opevations. On the Paul B Debbas, CFA Novemihber 25, 2011
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Revenuas 7.5% 6.5% 1.5%
“Cash Flow" 55% 9.0% 4.0%
Earnings B.0% 12.0% 4.5%
Dividends 6.0% 7.5% 5.0%
Book Valua 75%  90% 6.5%
Cal- QUARTERLY REVENUES (§ mifL.) Full
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2013 | 3600 3800 4500 3600 | 15800
Cal- EARNINGS PER SHARE » Fuil
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201 64 138 120 159 | 482
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41% ] 40% ! 92% | A% | a1% | 89% | 41| 29% | 9% | a4 | 34% | 27% | 20% | 5% | 2% aos| SRS ave Ang'l Divid Yield 3.6%
CAPITAL STRUCTURE as of 9/30/1% 83110 | 8630.0 | 10622 | 11846 | 15710 | 15263 | (6410 | 15643 | 15317 | 15041 | 15200 | 15600 | Revenues ($mill) 17600
If;tg!ﬁ ﬁf‘;%ﬁ;”;ﬁ,’,,;““" E#? i;; t‘;:t'g f&f;%?n';;"" 7100 | 0834 | 887.0 | 901.0 | 1281.0 | 13120 | 1639.0 | 16150 | (9570 { 20210 | 1895 | 2045 |Net Profit ($milt) 215
ra 8 MET: | 1 3 7, : i 7 W
\icl. $4025 mill. of equily units, conv. Inia common 256% | 294% | 281% | 23 E?ﬁ 237% | 21.9% 2[,5% 16B% | 21.4% | 224% | 22.0% | 22.0% |income Tax Aale ) 22.0%
by 2015 Al $60ishare, .- | 42% | 54% | 38% | 57% | 66% | 79% | 19% | 30%| 6.0%] 50% |AFUDC % to Net Profit Hil
(LT interest earned: 3,1%) 48.0% | 556% | 516% | 4B.6% | 49.1% | 51.2% | 94.2% | 657% | 54.5% | 57.0% | 57.0% | 555% Long-Term Deht Ratio 53.5%
515% | 44.4% | 48.4% | 514% | 509% | 4B08% | 46.8% | 44.3% | 44.5% | 43.0% | 43.0% | 44.5% |Common Equily Halllqu_ 46.5%
Pengion Assels-12106 $3.23 bil. . . 12406 | 19695 | 15564 | 16538 | 19521 | 22015 | 28514 | 20067 | 92474 | 34750 | 36925 | 30250 |Total Capital (:mlll) 4400
i o Oblig. $1.99 0. | yaq4 | auo97 | 21226 | 22469 | 24496 | 20652 | 32411 | 36070 | 30075 | 42490 | 46700 | 5042 |NetPlani(omil) | 60800
G6% | 67% | 70% | 69% [ 80%.| 75% | 7.9% | 6.9% T3 | 10%| 6.5%| 6.5% |Relurnon Tolal Cap'l 7.0%
Common Stock 422,536,194 shs. 107% | 127% | 118% | 106% | 129% | 122% | 14.0% | 125% | 13.5% | 135% | 12.0% | 12.0% [Returnon She. Equity | 12.0%
10.9% | 125% | 11.8% | 108% | 12.9% | 12.2% | 14.0% | 12.5% | 135% | 135% | 12.0% | 12.0% |Reluraon Com Equity €| 12.0%
MARKET CAP: $26 billion {Large Cap) 46% | G64% | 56% | 42% | 80% | &% | 7.9% | 65% | 78% | 7.4% | 6.6%| 6.0% [Relsined o ComEq 5% |
ELECTRIC OPERATING STATISTICS 58% | S0% | 53% | 60% | 46% | 50% | &% | 47% 4% | 8% | B1% | 50% |All Divids to Net Prot 47%
% Chinge et Sakes (kW) 2%38 20?‘% 2+021g BUSINESS: Nexi€ra Energy, Inc (iumng«y FPL Grou_p, Inc} is a  olher, 1%. Generaling sources: gas, 56%; nuclear, 20%; coal, 5%
ﬂ;g,mq(}w(}jw%&% MNA 325 348 | holding company fos Flodda Fower & Light (FPL), which provides o, 4%; puichased, 13% Fuel cusls: 1% of revs, 10 reponed
mmm;&: {# 866 B.66 GBS | eleciicly 1o 4.6 milion customers m a 27 650-5q.-mi. area in east-  deproc. rales: FPL, 3.2%; NexiEra, 4.4%. Has 15,000 employees.
gﬁﬂ&'%’m; 2‘;'%3 ggﬁ,‘% %gggg am & soulhern Florida. NekiEra Gnergy Hesources i a nonregu-  Chainman & CED: Lewis Hay, I Presidenl & COO: James L.
imﬂma'dﬁwék WA T NA NA | leled power generator with nuclear, gas, & wind ownership. Reve-  Robo. Inc.: FL. Address: 700 Universe Bivd, Junc Beach, FL
mwcmm-@,-rm 2 - +6 | nue breakdown: residential, 57%; commercial, 39%; indusirial, 3%;  33408. Tel.: 561-694-4000. Inlemel: www.nexleraenergy.com.
Ficed Chage o (%) a9 281 g3 | NextEra Energy’s utility subsidiary negative effect is lessened by hedges that

plans to file a general rate case. Flor-
ida Power & Light expects o ask the state
cominiasion for a tarff hilke of $525 wmil-
lion, effective at the start of 2013, followed
by a rate increase of $170 million for a
modernization project for a generating
lant, which is expected to be completed
y June. The utility plans to request a
return-on-equity range with a midpoint of
11.25%, with an additional allowance of
.25% if FPL maintains the lowest custom-
er bills in Florida. The filing is likely be-
fore the end of the current guarter,
Another regulatory matler is pending.
FPL is asking the Floride commission for
permission to modernize a gas-fired plant
at an expected cost of $1.2 billion. If this is
approved, the targeted completion date
would be in 2016, A ruling is expected by
the end of the second guarter. Similar
projects at two other plants are scheduled
for completion in 2013 and 2014.
NextEra's nonregulated operations
are facing challenging conditions,
Declining power prices are hurting the
profitability of the company’s nonutility
generating assets, although the near-term

the company put into place in previous
years. Another concern is the scheduled
expiration of wind-energy production tax
credits at the end of 2012, since NextEra
has a sizable investment in wind projects.
Mark-to-market accounting gains or
charges increase the difficuliy of es-
timating NextEra's earnings. These
items helped share net by $0.45 in 2011
This will make the year-to-year profit com-
parison difficult in 2012, which is why we
expect an earnin%s decline this year, (Our
estimate is within NextEra's targeted
range of $4.85-$4.65 a share.) We figure
that earnings will advance in 2013, assum-
ing that FPL receives reasonable regula-
tory treatment.

This timely stoek offers better 3- to §5-
vear total return potential thanr most
utilities, We think the board of directors
ratged the dividend shortly after this re-
port went to f)x'ess, and expect a continua-
tion of solid dividend growih through
2015-2017. FPor the year ahead, the divi-
dend yield is slightly below the industry
average.

Paul I5. Debbas, CFA February 24, 2012

{A} Diluled EPS. Excl. nonigcuiring gain
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{24g). 11 EPS don't add dug lo rounding. Nexl
earnings feport due lale April. (8) Div'ds hisior-
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Research Update:

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

Overview

* We downgraded and removed from CreditWatch negative FPL Group Inc. (FBL)
and gubsidiaries to 'A-' from 'A' based on greater regulatcry risk at
utiltity subsidiary Florida Power & Light (FP&L) and growing investments
in unregulated assets under subsidiary FPL Group Capital. The outlook is
stable,

¢ The deteriorated business risk profile is now 'strong' instead of
'execellent ',

* We affirmed the 'A' ratinge on Florida Power & Light's first mortgage
bends.

¢ The financial risk profile remaing 'intermediate' and should remain
robust enough to support the new ratings if the company remains
digciplined in its pursuit of growth at merchant energy producer and
marketer NextEra Energy Resources,

Rating Action

On March 11, 2010, Standard & Poor's Ratings Services lowered ite corporate
credit rating on FPL and subsidiarieg to 'A-' from 'A'. Bt the same time, we
removed the ratings from CreditWatch with negative implications where they
were placed on Jan. 14, 2010 following an adverse rate case ruling for FP&L,
We affirmed 'A' secured debt rating on FP&L, and revised the recovery rating
on this debt toc 'i1+f from '1l' based on an updated recovery analysis. Juno
Beach, Fla.-based FPL has about $19 billion of debt cutstanding.

Rationale

FPL's credit fundamentals on its regulated utility side have been among the
gstrongest in the U.S8., due primarily tc low regulatory risk and an attractive
gervice territery with healthy economic growth and a sound business
environment. Both of those pillars have been weakened in the past year as
Florida, and FP&L's service territory ir particular, have suffered during the
recession, and regulators have responded with decisions that reflegt more
inktense political influence over the regulatory environment., Maintaining
financial strength despite regulatory setbacks and a slowly improving econcomy
in Florida will be challenging. In additicon, the balance between regulated
uriiity cperations and urregulated businesses is projected tc trend irn favor
of the riskier merchant ceneration, marketing, and trading activities as lower
returns and higher regulatory risk in Florida lead to changes in capital
allocation decisicns. This will ercde FPL's business risk profile, which we
now deem to be 'gtrong' instead of 'excellent'.

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

The ratings on FPL reflect the strength of the regulated cash flows from
integrated electric utility FP&L, and the diverse and substantial cash
generation capabkilities of its unregulated operations at subsidiary NextEra.
FP&L is expected to contribute leas than half of the consolidated credit
profile and hag better business fundamentals than most of its integrated
electric peers, with a slightly better-than-average service territory, sound
operations, and a credit-supportive regulatory environment. The company's
willingness to expand through acguisitions, fluctuating cash flows from
NextEra's rapidly-expanding portfolioc of merchant generation assets and
growing marketing and trading activities, and the utility's significant
exposure to natural gas detract from credit gquality. Standard & Poor's
characterizes FPL's business profile as 'strong' and its financial prefile as

'intermediate'. (Our methodology applies the terms 'excellent,' 'strong,'
'gatisfactory,' ‘fair,' 'weak,' and 'vulnerable' to characterize busginess
risk, and 'minimal,' 'modest,' 'intermediate,’ 'significant,' 'aggressive,'’

and 'highly leveraged' to characterize financial profiles.)

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

NextEra, the main subsidiary under unregulated Group Capital, engages in
electric generation, marketing, and trading throughout the U.§. NeXtEra's
fcocus is on geographic and fuel diversity and on developing environmentally
advantageous facilities that c¢ould benefit from ¢limate change political
trends, The merchant generator's capacity of more than 18,000 MW consists of
more than 40% wind turbines, a little over one-third natural gas-fired
stations, and the rest mainly nuclear facilities. Three-guarters of the wind
projects, one-third of the natural gas capacity, and three of the four nuclear
units operate under largely fixed-price, long-term contracts. The rest of the
pertfolio, including one nuclear plant, is merchant capacity that is exposed
to market prices for its ocutput. While a policy of actively hedging the
commodity price risk of plant inputs and outputs helps to dampen the risks
associated with energy merchant activities, there ig an inherent risk level at
NextEra that cannot be avoided. Such risk permanently hinders credit quality,
especially in light of the growing influence of marketing and high-risk
proprietary trading results in NextEra's earnings and cash flows,

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

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

supports ratings. Importantly, sophisticated, but complex, financial
structures emplcyed at the project level substantiate significant off-credit
treatment of largely non-recourse debt at NextEra. Any indication that FPL
management would use its own financial resources to aid a troubled project in
support of gtrategic objectives could lead Standard & Poor's to reevaluate the
adjustments made to FPL's reported debt. Large adjustmente are also factored
into the credit analysis regarding hybrid debt instruments and power purchase
agreements at FP&L. Adjusted credit metrics in current economic and market
conditions support the 'intermediate' financial profile. The metrics are
expected to remain steady, including funds from operations (FFQ) to debt of
arcund 25% and debt-to-capitalization below 50%,

Short-term credit factors

The short-term rating on FPL is 'A-2'. FPL's available cash flow is not
sufficient to fund its large capital expenditure plans and dividends and is
expected to remain that way for the foreseeable future, FPL has ample
liguidity with $6.4 billion of revolving bank facilities maturing mainly in
2013, and a $250 million revolwving term loan maturing in 2011i. Almost $4.4
billion of liguidity was available as of De¢. 31, 2009, including $238 million
of cash and eguivalents con the balance sheet. The facilities support
commercial paper programs at FP&L and Capital and letters of credit. By
analyzing a stress scenaric to assess FPL's liguidity adegquacy to cover
exposure to adverse market and credit events, Standard & Poor's expects that
the company has sufficilert liquidity under those conditions. The company's
maturity schedule subsides over time, with maturities peaking at over $2
billion during 2011.

Outlook

The outlook on FPL and subsidiaries is stable and reflects a business profile
that is increasingly dominated by higher-risk merchant energy activities and a
utility that still presents an above-average credit profile compared to its
U.S. peers. We would consider a negative sutlock if some combinaticn of
worsening regulatory rigk at FP&L, deteriorating operational efficiency at
NextEra, investment decisions that favor NextEra over FP&L to an even areater
degree, or poor financial performance because of the Florida =sconomy,
unfavcrable energy markets, or risk management missteps indicate thar the
credit profile is likely to decline. We could consider a positive outlock if a
dramatic shift in the Florida economic, political, and regulatory environment
appears to be sustainable over a long time horizon and affirmative steps are
taken tec reduce risk at NextEra,

Related Rescarch

Criteria Methodology: Business Risk/Financial Risk Matrix Expanded,
RatingsDirect May 27, 2009
Assessing U.S. Utility Regulatory Environments, RatingsDirect, Nov., 7, 2008.
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Research Update: FPL Group Inc. Doungraded To 'A-' From ‘A", Off CreditWatch; Quilook Stable

Ratings List
Downgraded; CreditWatch/Cutlook Action

To From

FPL Group Inc.

Corporate Credit Rating A-/8table/-- A/Wateh Neg/--
FPL Group Capital Inc.

Florida Power & Light Co,

Corporate Credit Rating A-/Btable/A-2 A/Watch Neg/A-1
FPL Fuels Inc,

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

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

preferred Stock BER BBB+/Watch Neg
Florida Power & Light Co.

Preferred Stock BEB EBRB+/Watch Neg
Commercial Paper A-2 A-1/Watch Neg

Ratings Affirmed; CreditWatrch/Cutlook Action

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

Complete ratings information is available to RatingsDirect on the Global
Credit Portal sgubscribers at www.globalcreditportal.com and RatingsDirect
subscribers ar www.ratingsdirect.com. All ratings affected by this rating
action can be found on Standard & Poor's public Web site at
www.standaraandpcors.com. Use the Ratings search box located in the left
column,

www.standardandpoors.com/ratingsdirect 5

PIEE VO

Staff 602278
FPL RC-12

120015 Hearing Exhibits - 01170



Copyright (¢ ) 2010 by Standard & Pour's financial Survices LLC IS&P), & subsidiary of Tha MeGraw-Hilt Companies, Inz. Alf rights reserved,

No content (including ratings, credit-relatad analyses end data, model, software or other application or autput therefrom) or any part thereof (Contant) may be mocifiec,
reverse engineered, repoduced or distributed in any form by any means, or stared in a database or retrieval system, withoul the wiigr writlen perrission of S&P The Content
shall not be used for any uniawfut or unauthorizes purposes. S&P. its affiliates, and any third-party providers, as well as their directors, officers, shareholders, emplayess or
agents (collectively S&P Parties) do not guarantee the accuracy, compieteness, timeliness or availability of the Content. S&P Parties are not rasponsibig for any erors or
omisstons, regardloss of the cause, for the results abtzined from the use of the Content, or for the security or maintenarce of any data input by the user. The Content is
providad on an "as is” basis. S&P PARTIES DISCLAIVI ANY AND ALL EXPAESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED 70, ANY WARRANTIES QF
MERCHANTABILITY OF FITNESS FCR A PARTICULAR PURPOSE OR USE, FREEDOM ROM BUGS, SOFTWARE EBRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BF UNINTERRUPTED OR THAT THE CONTENT WILL GPERATE WITH ANY SOFTWARE R HARDWARE CONFIGURATION In o avent shalt S&P Parties be Haale to ary
party for any dirgct, indiract, incidental, axsmplary, comgensaioty, punitive, special or consequantial damayes, costs, expanses, tegal fees, or lossas fincluding, without
fimitation, lost income o last profits and opportunily costs) in connection with any use of the Content even if advised of the possiility of such damages.

Credit-ralated aralyses, ncluding ratings, and statsments in the Content are stalements of apittion &s of the date they are exprassed and rot statements of fact or
recommendations to purchase, bald, or sall any securities or to make any investment desisiors S&P assumas no ohiigation tn update the Content following publication in any
form or format. Tha Cantent should not be relied on and is rot @ substitute for the skill, judgment ard expenanca of the user, its management, emptoyees, advisors and/or
chenits when making investment and other business decisions. S&P's opinions and anaiyses o rot addross the suitability of any security. S&P doas net act as a fiduciery or
an investment advisor. While S&P has obtained information from sources it believas 1o be reliable, S8P doas not perform an audit and urdertakes no duty of due diligence or
independent verification of any information it receives.

S&P keeps certain activities of its business units separate from sach ather in order 1o preserva the independence and objectivity of their respective activities. As ¢ rasult,
cartain business units of S&P may have informatior that is not available to athar S&P business units. S&P has established policies and procedures to maintain the
confidentinlity of certain non-public information recatved in connection with cah anaiytical process.

SBP may receive compansation for its ratings and rertaln credit-related analysas, normally from issusrs ar undeswriters of securities cr from obligars. S&P reserves the right
10 disseminate its opinions anc analyses. S&P's public ratings and analyses are made available or its Wab sitas, www standardandpoors.com ffrae of charge), and

www ratingsdirect.com ard www glabalcreditportal com isubseription, and may be distnbuted threugh other means, including via S&P pubhcations and thicd-party
redistrigutors. Additional information about our ratings feos is available at www.standardandpoors.com/usratingsfaes.

Fhe McGraw-Hill Comips

Standard & Poor’s | RatingsDirect on the Global Credit Portal | March 1%, 2010 6
93 | 3002 654

Staff 002279

FPL RC-12

120015 Hearing Exhibits - 01171




Moobpy’s
INVESTORS SERVICE

Rating Action: Moody's Downgrades FPL Group to Baat and FP&L to A2

Global Credit Research - 09 Apr 2010
Approximately $12 Billion of Debt Securities Downgraded

New York, April 09, 2010 -- Moody's Investors Service downgraded the ratings of FPL Group, Inc. (Issuer Rating to
Baa1 from A2); FPL Group Capital Inc. (senior unsecured to Baa1 from AZ2); and Florida Power & Light Company
(FP&L, Issuer Rating to A2 from A1, senior secured to Aa3 from Aa2). Moody's downgraded FPL Group Capital's
short-term rating for commercial paper to Prime-2 from Prime-1 and affirmed FP&L's Prime-1 shori-tarm rating for
commercial paper. The rating outiook of FPL Group, FPL Group Capital, and FP&L is stable. This rating action
concludes the review for downgrade initiated on January 19, 2010.

"The downgrade of the ratings of the FPL Group family reflects higher risk throughout the consolidated organization
resulting from increased leverage at the company’s unregulated businesses, higher eamings and cash volatility, a
growing energy trading and marketing business, and a deterioration in the political, regulatory, and economic
anvironment at its core Fiorida regulated utifty,” said Michael G. Haggarty, Vice President and Senior Credit Officer.

The downgrade of FPL Group and FPL Group Capital considers the following factors:

» FPL Group has incurred substantial debt at #PL Group Capital and NextEra Energy Resources over the last several
years, which together now account for 62% of the total debt of the consolidated organization {38% at FPL Group
Capital and 24% at NextEra). At this level of debt, Moody's believes that wider notching between the ratings of the
parent and the utility more appropriately refiects the risks associated with both the size and scope of the unregulated
businesses and the amount of leverage supporting that sector.

= The significant growth in leverage at FPL Group Capital has diluted the value of FRL Group's unconditional
guarantes, which now cover $7.5 billion of debt and commercial paper obligations, nearly $2 billion mors than at the
end of 2008, in addition to counterparty obligations. The company has relied heavily on hybrid securities to finance
growth at FPL Group Capital, which may be viewed as having a higher debt component going foward.

+ Although another $4 billion of debt at NextEra Energy is at the project level and not explicitly guaranteed by FPL
Group, this debt is characterized as "limited recourse” on the company's financial statements due partiy to implicit
ties to FPL Group and/or FPL Group Capital in some of these transactions, such as guarantees of wind project
production tax credits, for example.

* FPL Group has experienced higher cash flow and earnings volatility from its unregulated generating portfolio over the
last year due to a combination of low power prices, a poor national wind resource negatively affecting its entire fleet of
wind power assets, a longer than anticipated outage at its Seabrook nuclear unit, and a continually challenging Texas
power market.

» The company has a growing energy marketing and trading business based in the Houston offices of NextEra and
has for the first time articulated an intention to grow this business in its FYE 2008 SEC financial statement filings. This
is a strategic shift from ths predominantly asset based business strategy it had pursued in the past which in Moody's
opinion represents a materiai elevation of the company's business risk profile.

* The company is subject to higher execution risk with regard to its wind asset development program, with increased
commodiity costs, more competition, and higher project financing costs. There has also been less willingness on the
part of utilities to commit to long-term power purchase agreements with these projects because of uncertainty over

renawable portfolio standards, the timing of potential carbon costs, economic uncertainty, and load growth prospects,

= With limited growth prospects at Florida Power & Light due to regulatory and economic constraints, Moody's
believes that growth at FPL Group's unregulated businesses will continue to outpace the utility, accelerating the
transformation of FPL Group into a predominantly wholesale generating business, with overall credit quality less
reliant on its core, lower risk reguiated utility business. The company's decision to change its corporate name to
NextEra Ensrgy is an indication of its intention to further distinguish these two businesses.

The downgrade of Florida Power & Light Company (FP&L)} is attributed to:
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* Adecline in the utility's political and regulatory environment as evidenced by its most recent rate case which was
plagued by delays, controversy, and political interference in the regulatory process. Because of these developments,
Moody's now views FP&L's regulatory framework as substantially less supportive than it has been previously and
more characleristic of an average reguiatory environment.

+ The utility continues to experience weak sales volumes and difficult economic conditions in its service territory,
particularly related to the Fiorida housing market. The challenging Florida economy was a contributing factor to the
company's rate case decision, with the Florida Public Service Commission exhibiting sensitivity to economic
conditions in the state throughout the rate proceedings.

* Historically strong financial metrics and cash flow coverage metrics that may decline somewhat following the recent
rate case decision, although Moody's expects any decline to be modest as a high percentage of FP&L's revenues are
recovered through riders or other cost recovery provisions that remain strong. In addition, FP&L's recently awarded
10% ROE is consistent with those granted to some utilities in other parts of the country and its 59.1% equity ratio
remains one of the highest in the U.S., mitigating the negative effact of the relatively low base rate increase.

The stable outiook on the ratings of FPL Group and FPL Group Capital reflects Moody's expectation that the size and
diversity of the company's unreguiated generating portfoiio will continue to insulate it to some degree from poor power
markets and variable wind resource conditions; that the portfolio will generate adequate cash flow to maintain cash
flow coverage metrics adequate for its current Baa1 rating; and that the company will maintain sufficient liquidity to
offsal the growth of its energy trading and marketing business at NextEra. The stable outlook on the ratings of FP&L
reflects Moody's view that the utility's financial performance and cash flow coverage melrics will remain strong for its
rating despite the unexpected rate case decision in January and that FP8L's political and regulatory environment will
improve once the Florida economy recovers.

The last rating actions on FPL Group, Florida Power & Light Company, and FPL Group Capital were on January 19,
2010, when their ratings were ptaced under review for possible downgrade.

The principal methodology used in rating these issuers was Regulated Electric and Gas Utiliies, which can be found
at www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings tab. Other
methodologies and factors that may have been considered in the process of rating these issuers can also be found in
the Rating Methodologies sub-directory on Moody's website,

Ratings downgraded include:
FPL Group, Inc.'s lssuer Rating, to Baal from A2;

FPL Group Capital's senior unsecured, to Baa1 from A2; junior subordinated to Baa2 from A3; short-term rating for
commercial paper, to Prime-2 frorm Prime 1; and the trust preferred rating of FPL Group Capital Trust |, to Baa2 from
A3,

Florida Power & Light Company's Issuer Rating, to A2 from A1; and senior secured, to Aa3 from Aa2.
Ratings affirmed:;
Florida Power & Light Company's Prime-1 short-term rating for commercial paper.

FPL Group, inc. is a parent holding company for regulated utility Florida Power & Light Company and tnregutated
subsidiaries FPL Group Capital Inc and NextEra Energy Resources, LLC {(unrated) and is headquartered in Juno
Beach, Florida.

New York

Mchael G. Haggarty

VP - Senior Credit Officer
Infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

New York

William (.. Hess

Managing Director
Infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376
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Mooby’s
INVESTORS SERVICE

D Copyright 2010, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(tegether, "MOODY'S"). All rights reserved.
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Mooby’s
INVESTORS SERVICE

Credit Opinion: Florida Power & Light Company

Global Credit Research - 12 Apr 2010

Jurwo Beach, Florida, United States

Ratings

Category Moody's Rating
Outlook Stable
Issuer Rating A2
First Mortgage Bonds Aa3
Senior Secured Shelf (P)Aa3
Senior Unsecured Shelf {P)AZ
Subordinate Shelf {P)A3
Preferred Shelf (P)Baa1
Commercial Paper P-1
Parent: FPL Group, Inc.

Outlook Stable
lssuer Rating Baal
Senior Unsecured Shelf {P)Baal
Subordinate Shelf (F)Baa2
Preferred Shelf {P)Baa3
Contacts

Analyst Phone
Michael G. Haggarty/New York 212553.7172
William L. Hess/New York 212.553.3837
Key indicators

[1)Florida Power & Light Company

(CFO Pre-W/C + Interest) / Interest Expense
(CFO Pre-WIC) / Debt

(CFQ Pra-W/C - Dividends) / Debt

Debt / Book Capitalization

2009 2008
10.5x  6.6x
45%  29%
38% 29%
%% 3%

2007 2006
83x 9.2
36%  47%
8% 4%
38% 32%

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

adjustments.

Note. For definitions of Moody's most common ratio terms please see the accompanying {Jser's Guige.

Qpinion

Rating Drivers

Recent decline In the utility's political and regulatory environmenit
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Historically strong financial performance and cash flow coverage ratios
Weak sales volumes and difficult economic conditions in service territory
Uncertain capital expenditure requirements over the next several years
Corporate Profile

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

Recent Events

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

SUMMARY RATING RATIONALE

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

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

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

Despite the adverse rate case decision, Moody's notes that the 10% ROE is consistent with those granted to some
atifities in other parts of the country while the 58.1% equity ratio remains among the highest. Several of the Florida
commissioners made comments on their willingness to grant the company more meaningful rate relief once the
Forida economy improves. Moreover, FP&L continues to benefit from strong and timely cost recovery provisions in
place in the state, including fuel, purchased power, conservation, environmentat, and for both pre-construction costs
and carrying charges on new nuclear and solar generating facilities in the state. As a resuit, we continue to view the
company's ability to recover its costs and eam returns {Factor 2 in cur Rating Methodology} as above average.

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

FP&L has historically maintained among the strongest financiat performance measures and cash flow coverage

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

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

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

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

FP&L had been planning a sizeable capital expenditure program that included new generation plants necessary to
meet baseload needs, transmission and distribution improvements as part of its Storm Secure program, and
renewable energy initiatives to meet expected renewable portfolio standards in Florida. However, following the rate
case decision in January, the company has suspended construction on several of these projects, representing
approximately $10 billion of investments over the next five years. The suspended projects Include two rew nuclear
units at its Turkey Point site, modernization of its Rivera Beach and Cape Canaveral plants, and saveral other
projects. The company also suspended activities on a new natural gas pipeline that the FPSC had declined in an
earlier decision. FP&L has indicated that it may continue these projects, depending on regulatory trends and after
consideration of factors that may have changed since the original investment decisions were mads, including demand
growth estimates, fuel cost forecasts, demand side management incentives, and environmental incentives, As a
result of these decisions, capital expenditures as projected in FP&L's 10-K filing are expected to remain high at
approximately $2.4 billion in both 2010 and 2011, before declining steadily to $1.8 billion in 2012, $1.3 billion in 2013,
and $1.1 billion in 2014..

Liquidity Profile

FP&L maintains a solid fiquidity profite and strong access to the commercial paper markets with a large, mostly
unused $2.5 billion bank credit facility that expires in 2013 (except for $17 million expiring in 2012). The company had
$83 miilion of cash on hand as of December 31, 2008, down frorm $120 milion at December 31, 2008. Commarcial
paper cutstanding at Decermnber 31, 2009 totaled $818 milkion. The company has maintained strong access to the
capital markets despite unsettled credit market conditions over the fast two years. Historically, seasonal cash
requirements and short-term borrowings generally reach peak tevels during the fourth quarter.

FP&L's cash flow has been strong but variable in recent years due to large regulatory deferrals in some years caused
by storm damages and high fuel costs. Capital expenditures of $2.4 billion in both 2010 and 2011 will continue to
require some external debt financing. FP&L has a manageable $42 million of long-term debt coming due within the
next twelve months. The company has no material adverse changse clause in its bank credit agreement and is in
compliance with the 656% debt to capitalization financial covenant contained in its bank agreements as of December
31, 2008, the calculation of which it does not make public.

Rating Outlook

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

What Could Change the Rating - Up

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

What Could Change the Rating - Down

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

higher than expected capital expenditure requirements.

Rating Factors

Florida Power & Light Company

Regulated Electric and Gas Utilitles

Factor 1: Regulatory Framework {25%;

Factor 2: Ability to Recover Costs and Earn Returns
(25%)

Factor 3: Diversification {10%)
a} Market Position (10%)
b) Generation and Fuel Diversity (0%)

{Factor 4: Financial Strength, Liquidity and Key Financial
Metrics (40%)

a) Liquidity (10%)

b) CFQ pre-WC + Interest / Ineterest (7.5%) (3yr Avg)

¢} CFO pre-WC / Debt (7.5%) (3yr Avg)

d) CFO pre-WC - Dividends / Debt (7.5%) (3yr Avg}

e} Debt / Capitalization or Debt / RAV (7.5%) (3yr
Avg)

Rating:
a) Methodology implied Senior Unsecured Rating
b} Actual Senior Unsecured Rating

n
A2
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SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MA' NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
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Rating Action: Moody's Downgrades FPL. Group to Baa4t and FP&L to A2

Global Credit Research - (9 Apr 2010
Approximately $12 Billion of Debt Securities Downgraded

New York, April 09, 2010 -- Moody's Investors Service downgraded the ratings of FPL Group, Inc. (lssuer Rating to
Baa1 from A2). FPL Group Capital Inc. (senior unsecured to Baa1 from A2); and Flerida Power & Light Company
(FP&L, lssuer Rating to A2 from A1, senior secured to Aa3 from Aa2). Moody's downgraded FPL Group Capital's
short-term rating for commercial paper to Prime-2 from Prime-1 and affirmed FP&L's Prime-1 short-term rating for
commercial paper. The rating outiook of FPL Group, FPL Group Capital, and FF&L is stable. This rating action
concludes the raview for downgrade initiated on January 19, 2010,

"The downgrade of the ratings of the FPL Group family reflects higher risk throughout the consolidated organization
resulting from increased laverage at the company's unregulated businesses, higher eamings and cash volatiity, a
growing energy trading and marketing business, and a deterioration in the political, regulatory, and economic
environment at its core Florida reguiated utility,” said Michael G. Haggarty, Vice President and Senior Credit Officer,

The downgrade of FPL Group and FPL Group Capital considers the following factors:

* FPL Group has incurred substantial debt at FPL Group Capital and NextEra Energy Resources over the last several
years, which together now account for 62% of the total debt of the consolidated organization (38% at FPL Group
Capital and 24% at NextEra). At this level of debt, Moody's believes that wider notching between the ratings of the
parent and the utility more appropriately reflects the risks associated with both the size and scope of the unregulated
businesses and the amount of leverage supporting that sector.

= The significant growth in leverage at FPL Group Capital has diluted the value of FPL Group's unconditional
guarantee, which now cover $7.5 billion of debt and commarcial paper obligations, nearly $2 billion more than at the
end of 2008, in addition to counterparty obligations. The company has relied heavily on hybrid securities to finance
growth at FPL Group Capital, which may be viewed as having a higher debt component going foward,

« Aithough ancther $4 billion of debt at NextEra Energy is at the project level and not explicitly guaranteed by FPL
Group, this debt is characterized as "limited recourse” on the company's financial statements due partly to implicit
ties to FPL Group andfor FPL Group Capital in some of these transactions, such as guarantees of wind project
production tax credits, for example.

+ FPL Group has experienced higher cash flow and earnings volatifity from its unregulated generating portfoiio over the
last year due to a combination of low power prices, a peor national wind resource negatively affecting its entire flest of
wind power assets, a longer than anticipated outage at its Seabrook nuclear unit, and a continually challenging Texas
power market.

» The company has a growing energy marketing and trading business based in the Houston offices of NextEra and
has for the first time articulated an intention to grow this business in its FYE 2008 SEC financial statement filings. This
is a strategic shift from the predominantly asset based business strategy t had pursued in the past which in Moody's
opinion represents a material elevation of the company's business risk profile.

» The company is subject to higher execution risk with regard to its wind asset development program, with increased
commodity costs, more competition, and higher project financing costs. There has also been less willingness on the
part of utilities to commit to long-term power purchase agreements with these projects because of uncertainty over

renewabie portfolio standards, the timing of potential carbon costs, economic uncertainty, and load growth prospects.

« With limited growth prospects at Fiorida Power & Light due o regulatory and economic constraints, Moody's
believes that growth at FPL. Group's unregulated businesses will continue to outpace the utility, accelerating the
transformation of FPL Group into & predominantly wholesale generating business, with overall credit quality less
reliant on its core, lower risk regulated utility business. The company's decision to change its corporate name to
NextEra Energy is an indication of its intention to further distinguish these two businesses.

The downgrade of Florida Power & Light Company (FP&L} is attributed to:
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« Adecline in the utility's political and regulatory environment as gvidenced by its most recent rate case which was
plagued by delays, controversy, and political interference in the regulatory process. Because of these developments,
Moody's now views FP&L's regulatory framewark as substantiafly less supportive than it has been previously and
more characteristic of an average regulatory environment.

« The utility continues to experience weak sales volumes and difficult economic conditions in its service territory,
particularty related to the Florida housing market. The challenging Florida economy was a confributing factor to the
company's rate case decision, with the Florida Public Service Commission exhibiting sensitivity to economic
conditions in the state throughout the rate proceedings.

« Historically strong financial metrics and cash flow coverage metrics that may decline somewhat following the recent
rate case decision, atthough Moody's expects any decline to be modest as a high percentage of FR&L's revenues are
recovered through tiders or other cost recovery provisions that remain strong. In addition, FP&L's recently awarded
10% ROE is consistent with those granted to some utiliies in other parts of the country and its 59.1% eauity ratio
remains one of the highest in the U.S., mitigating the negative effect of the relatively low base rate increase.

The stable outicok on the ratings of FPL Group and FPL Group Capital reflects Moody's expectation that the size and
diversity of the company's unregulated generating portfolio will continue to insulate it to some degree from poor power
markets and variable wind resource conditions; that the portfolio will generate adequate cash flow o maintain cash
flow coverage metrics adequate for its current Baat rating; and that the company will maintain sufficient liquidity to
offset the growth of its energy trading and marketing business at NextEra. The stable outlook an the ratings of FP&L
reflects Moody's view that the utility's financial performance and cash flow coverage melrics will remain strong for its
rating despite the unexpected rate case decision in January and that FP&L’s potitical and regutatory environment will
improve once the Florida economy recovers.

The last rating actions on FPL Group, Florida Power & Light Company, and FPL Group Capital were on January 19,
2010, when their ratings were placed under review for possible downgrade,

The principal methodology used in rating these issuers was Regulated Electric and Gas Utiities, which can be found
at www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings tab. Other
methadologies and factors that may have been considered in the process of rating these issuers can also be found in
the Rating Methodologies sub-directory on Moody's website,

Ratings downgraded include:
FPL Group, Inc.'s Issuer Rating, to Baa1 from AZ;

FPL Group Capital's senior unsecured, to Baa1 from A2; junior subordinated to Baa2 from A3; short-term rating for
commercial paper, to Prime-2 from Prime 1; and the trust preferred rating of FPL Group Capital Trust |, to BaaZ from
A3

Florida Power & Light Company's Issuer Rating, o A2 from A1; and senior secured, to Aa3 from Aa2,
Ratings affirmed:
Florida Power & Light Company’s Prime-1 short-term rating for commercial paper.

FPL Group, Inc. is a parert holding company for regulated utility Florida Power & Light Company and unregulated
subsidiaries FPL Group Capital Inc and NextEra Energy Resources, LLC (unrated) and is headquartered in Juno
Beach, Florida.

New York

Michael G. Haggarty

VP - Senior Credit Officer
Infrastructure Finance Group
Moody's Investors Senvice
JOURNALISTS: 212-563-0376
SUBSCRIBERS: 212-553-1653

New York

William L. Hess

Managing Director
infrastructure Finance Group
Moody's Investors Service
JOURNALISTS: 212-553-0376

Staff 000192
FPL RC-12

120015 Hearing Exhibits - 01182




SUBSCRIBERS: 212-653-1653

b ]
Mooby’s
INVESTORS SERVICE

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

CREDIT RATINGS ARE MOOCDY'S INVESTORS SERVICE, INC.'S ("MIS"} CURRENT QPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFALILT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR

: ¢ €1 B evec Uy 4 Pale an
iE ReGiise of zma D05 het s« ofher fao howeve, Al inlorniation
ortangd heren is provided "AS 157 wil .iw \M«"‘a;’i anty zfa % kxnf: L)rmw no cusumstances shal MOODY'S
fability 10 any PErsen of en ity lor (1) any loss or dag zmg» i whale or in part caused by, resuiting from, or e

8l 50
any eror (negicent or otherwise) or other circumstance or confi GENCY W AN o oudside the conirol of MODDYS or
any of its directors, officers, smplovees or agents in connechion wih the procurement. collection, compration.
analysis, interpretaton, communication, publication or delivery of aﬂwu.uchn,ormas;on. or ih) any direct, mdirect,
special, ffiﬂ%@q‘m!‘&t}! compansatory or incidenial damages whai%r;@wr {including without rmifation. st profils)
Gyen i N‘QUDYS is advaw@ in advcgme of !he g:)o%wa mf r)‘ SUCH damd{w ‘Wausm*g from the use of or nat iy to

ik

FEION ("P\-‘ECC}";: hereb
&3, notes Eim" wmm ool ¢

wryn tg,;r‘

;,;e,t,rred stock rated by MIS have, praor to 2t mm'zmz,aa* of ﬁm ra
services rendared by it ses ranging from $1,800 1o approdmate
c,wi pfowduraa to camrms ?ia ndepwwdema af Ml‘i’s w‘(ims and g

w[w 'if“ii of more ihdn &

mi have 250 pub oy FGQG"?OL to thes %%:4, AT OWNES D :
“Shareholder Reations - Corporae Governaace - Dirsdlor &

WwWwW.moodys.com under e heading

Sffiaation Poboy ™

s cler

Staff 000193
FPL. RC-12

120015 Hearing Exhibits - 01183




et AN

b

RUN RS

YORE DIOE I 6
G iwithin thie meand

Staff 000194
FPL RC-12

120015 Hearing Exhibits - 01184



. 3
Mooby’s
INVESTORS SERVICE
Credit Opinion: FPL Group, Inc.

Global Credit Research - 12 Apr 2010

Juno Beach, Florida, United States

Ratings

Category

Qutlook

Issuer Rating

Senior Unsecured Shelf
Subordinate Sheif
Preferred Shelf

FPL Group Capital Inc
Outiook

Senior Unsecured

Jr Subordinate

Bkd Preferred Shelf
Commercial Paper
Florida Power & Light Company
Qutiock

issuer Rafting

First Mortgage Bonds
Senior Secured Shelf
Senior Unsecured Shelf
Subordinate Sheif
Preferred Shelf
Commercial Paper
FPL Group Capital Trust f
Outtook

Bkd Preferred Siock

Contacts

Analyst
Michael G. Haggarty/New York
William L. Hess/New York

Key Indicators

[1IFPL Group, Inc.

{CFO Pre-W/C + Interest) / Interest Expense
{CFQO Pre-W/C)/ Debt

{CFQ Pre-W/C - Dividends) / Debt

Debt / Book Capitalization

Moody's Rating

Stable
Baa1
{P}Baa1
{P)Baa?2
{P)Baa3

Stable
Baa1
Baa2

{P)Baa3
p-2

Stable
A2

Aa3
(P)Aa3
(PIA2
(PIA3
(P)Baal
P-1

Stable
Baa2

Phone
212.553.7172
212.553.3837

2009
6.3x
26%
21%
48%

2008
5.1x
21%
16%
49%

2007 2006
6.2x  6.1x
2%  30%
23%  25%
4%  45%

i1} All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using Moody's

standard adjustments.
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Note: For definitions of Moody's most common rafio terms please see the accompanying Liser's Guide.

Opinion
Rating Drivers

Diverse, low carbon unregulated wholesale generating portfolio not immune to volatility and poor power market
conditions

High and increasing debt levels at FPL Group Capital and NextEra Energy Resources
Consolidated cash flow coverage metrics that are adeguate for its Baa1 rating
Growing energy marketing and trading business at NextEra Energy Resources
Recent decline in regulated utility FP&L's political and regulatory environmaent
Corporate Profile

FPL Group, Inc. (Baa1 Issuer Rating, stable outfook), is one of the largest providers of electricity-related services in
North America with annual revenues of over $16 billion. Over the last several years, FPL Group has transformed itself
from & predominantly regulated Florida utility into one of the leading unregulated wholesale generating companies in
the U.S. through its NextEra Energy Resources subsidiary. In light of this trend, FPL Group recently announced that it
wil change its name to NextEra Energy. Inc. {NextEra Energy). FPL Group Capital {Baa1 senior unsecured, stable
outlock) finances the company's unregulated operations, primarily wind and other independent power projects. FPL
Group (NextEra Energy) is also the parent of Florida Power and Light Company (FP&L, AZ Issuer Rating, stable
outiook), a vertically integrated utility with a service lerritory that inciudes many of the Florida coastal communities.

Recent Evants

On March 19, 2010, FPL Group, Inc. announced that it will change its name o NextEra Energy, Inc. to reflect the scale
of its national unregulated wholesale power generation portfolic and to distinguish this business from its Florida utility
subsidiary.

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

SUMMARY RATING RATIONALE

FPL Group's (NextEra Energy's) rating reflects its position as one of the largest unregulated wholesale generating
companies in the U.S. in its NextEra Energy Resources subsidiary and a slower growing vertically integrated Florida
utility operating in a recently declining political and regulatory environment. Over the last several years, FPL Group has
transformed itself from a regulated Florida utility into a national wholesale power company with its Florida utility
declining in importance as a credit driver for the consolidated entity. Moody's believes that NextEra Energy Resources
wilt continue to be an increasingly important part of the company's credit profile and recent economic, political, and
regulatory developments in Florida wilt accelerate this trend going forward.

DETAILED RATING CONSIDERATIONS
The key rating drivers for FPL Group (NextEra Energy) are:

- Diverse, low carbon unregulated generating portfolio at NextEra Energy Resources is not immune to volatility and
difficult power market conditions, including low power prices, poor wind resources throughout its fleet, and a
chalienging Texas market

The company's unregulated generating porifolio at NextEra Energy Resources consists of over 18,000 Mw of
generating capacity across 26 states and Canada with recent growth focusing on wind. Its portfolio is national in
scope and consists of 41% wind, 37% natural gas, and 14% nuctear, making it particularly well positioned to benefit
from carbon costs that may be imposed. Although large, diverse, and highly contractad, the portfolic is not immune to
the recessionary economic environment and poor power market conditions that have characterized much of the
country over the last couple of years, increasing the volatility of the portfolio's earnings and cash flows. Power
generation projections at NextEra's wind portfolio have fallen short of expectations over the last year which the
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company attributes to an EI Nino influenced weather pattern, reducing wind resources over the [ast year in both Texas
and throughout the midwest. Lower power prices and unfavorable market conditions have also negatively affected
results for the company's Texas fossil generaling units. An unexpected extended outage at the normally strong
performing Seabrook nuclear plant also negatively affected the company's results in 2009. Future growth of NextEra's
wind portfolio, a key strategic goal of the company, will continue to be challenging due to lower power prices,
increased competition, higher costs, and uncertainty over renewable portfolio standards and carbon regulation and/or
legislation.

- High, increasing debt levels at both FPL Group Capital and NexiEra Energy Resources, diluting the value of the FPL
Group (NextEra Energy) guarantee

As FPL Group {NextEra Energy) has emphasized the growth of its unregulated operations over the |ast several years,
debt levels at both FPL Group Capital and NextEra Energy Rescurces have increased steadily, and now together total
approximately $12 billion (as of December 31, 2009), or 65% of the debt of the consolidated organization. This
considerable growth has diluted the guarantee of the parent company over the years, as it now directly guarantees
approximately $7 billion of FPL Group Capital debt, in addition to counterparty obligations, An additional $4 billion of
debt is characterized as "limited recourse” debt under NextEra Energy on the company's financial statements.
Thowgh not directly guaranteed, some of the NextEra debt is implicitly tied to FPL Group and FPL Group Capital,
sither through sponsorship of the underlying projects, or guarantees of production tax credits on various wind
projects, for example. As a result, the long-term debt to capitalization of FPL Group Capital, including all of the
NextEra Energy Resources debt, was a high 71% at December 31, 2009.

Moody's expects debt at the company's unregulated wholesale generating subsidiaries to continue to increase as a
percentage of total consoiidated debt, particularly with growth at regulated utility Florida Power & Light slowing
considerably due to poor economic conditions in Florida and the limited rats relief granted by the Florida Public
Service Commission in January. The combination of rapidly growing leverage at FPL Group's unregulated
subsidiaries and a weakened, slower growth Florida utility is fikely to further dilute the vatue of the parent company
guarantee and increase the risk profile of the consolidated organization. As a resuit, Moody's recently widened the
notching between the ratings of FPL Group/FPL Group Capital and the rating of FP&L..

- Consolidated cash flow coverage metrics that are adequate for a Baa1 rated predominantly wholesale generating
company, using parameters outlined in Moody's Unregulated Pawer Company Rating Methodology

FPL Group's consolidated financial performance and cash flow coverage metrics have historically been strong,
relatively stable, and adequate for a company with a balanced mix of regulated utility and unregulated generation
businesses. However, as the company has become more of an unregulated wholesale generator, added an energy
trading and marketing business, and experienced a dramatic change of growth prospects at FP&L, Moody's wouid
expect cash flow coverage metrics to increase proportionally to offset the additional risk on the growing unregulated
side of its business. These metrics include a consolidated CFO pre-werking capital interest coverage of 5.1x in 2008
and 6.3x in 2009, below the 7.0x coverage level generally expected for an Arated unregulated wholesale power
company and more in line with the high Baa rating range. Similarly, consolidated CFO pre-working capital to debt of
20.6% in 2008 and 25.6% in 2009 are helow the 36% level typically required for an Arating, in accordance with
Moody's Unregulated Wholesale Power Company Rating Methodology.

These coverage metrics Include all of the debt issued at both FIPL Group Capital and NextEra Energy that is
consolidated on FPL Group's balance sheet, although some of the debt at NextEra Energy is at the individual project
level and is characterized as limited recourse on FPL Group's financial statements. Because this debt is consolidated
on FPL Group's financial statements, Moody's includes it in our analytical approach and in our published financiat
ratios. However, Moody's also considers the potential improvernent in financial ratios if the limited recourse debt and
associated project cash flows were excluded from these calculations. In this scenario, FPL Group's consolidated
CFQ pre-working capital interest coverage improves to 6.3x in 2008 and 10.1x in 2009 and CFO pre-working capital to
debt improves to 24% in 2008 and 32% in 2008, which are still below the levels typically associated with an A rated
wholesale gengrator such as Exelon Generation Company.

- Growing energy trading and marketing business at NextEra Energy Resources

The company's NextEra Energy Resources subsidiary has predominantly been an asset focused wholesale power
generator, although the company has more racently indicated an intention to grow its non-asset trading business
including power and gas marketing and trading operations. Gross margin contribution from the company's power and
gas marketing and trading business mare than doubled to $20% million in 2009 from $76 million in 2008 and the
company has increasingly cited results from these activities as more sigrificant drivers of financial performance.
NextEra has expanded its Houston based trading operations over the last several years and has indicated its intention
to continue to grow this business in its 2009 SEC financial statement filings. Moody's views this strategy to grow its
energy trading and marketing business as a matenal change in the company's previously wholesale asset focused
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business strategy and one that has increased the company's business risk profile, cash fiow and earnings volatility,
and liguidity needs.

- Recent decline in utility's FP&L's palitical and regulatory environment

Although the state of Florida has historically been an above average regulatory environment for electric utilities, the
company's highly politicized rate proceedings in 2009 and early 2010 has resulted in a decline in this erwironment,
After requesting a 31 billion base rate increase and a 12.5% return on equity begtnning in 2010, the company was
ultimately granted a $75 million rate increase and a 10% return on equity. The rate case was plagued by controversy
and political intervention, with the Governor vocally opposing the utility's rate request and interfering with the
independence of the regulatory process, The FPSC, with two new commissioners, over-ruled its staff
recommendations in several respects, including return on equity and storm fund accruals. Because of these
developments, Mocdy's now views FP&L's regulalory framework as substantially less supportive of credit quality than
it had been previously and now more characteristic of an average regulatory environment. As a resuit, in Moody's
Rating Methodology for Regulated Electric and Gas Utilities, this has resulted in a lowering of FP&L's scora on Factor
1 in our rating grid, Regulatory Framework, to the "Baa” category from the "A" category.

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

Liquidity Profile

FPL Group maintains a strong overall lquidity profile with consistent access to the commaercial paper markets and a
large, mostly unused bank credit facilities at both FPLGC ($3.9 billion) and FP&L ($2.5 billion) that extend to 2013
{with the exception of $57 million that expires in 2012). The company had $156 million of cash on hand as of
December 31, 2008, down from $414 million as of December 31, 2008. The company continues 1o rely on
commercial paper to finance much of its wind and other generation development with $1.2 billion of commercial paper
outstanding at December 31, 2009, about the same as the $1.1 billion outstanding at December 31, 2008,

FGLGC's consclidated cash fiow from operations of $1.5 billion in 2009 was insufficient to cover capital expenditures,
independent power investments, and nuclear fuel purchases of $3.2 billion, causing the company torely on a
significant amount of external financing to support its growth. With 2010 and 2011 capital expenditures expected to be
over $2.5 billion annually, the company will continue to require substantial external financing. FPLGC and NextEra
Resources also have a substantial $1.7 billion of long-term debt coming due in 2010 and 2011, most of which will
likely be refinanced. Liquidity needs could increase materially going forward if the company continues to expand its
energy trading and marketing operations. The recent downgrade of FRLGC to Baa1 required the posting of $150
milllon of additional collateral. '

FPLGC has no material adverse change clause and a 65% debt o capitalization covenant in its bank credit
agreements, the calculation of which it does not make public. The company was in compliance with this covenant at
Decernber 31, 2010,

Rating Outlook

The stable rating outlook reflects Moody's expectation that cash flows from the company's wholesale generating fleet
wili continue to support adequate consolidated coverage metrics, that the company's wind and solar generation
development program will further enhance diversification and that the company will limit the growth of its non-asset
hased energy marketing and trading business. It also reflects the company's streng position with regard to potential
carbon controls.

What Could Change the Rating - Up

Ahigher rating could be considered if the company materlalty reduces debt levels at FPL Group Capitai and NextEra
Energy Rasources; if cash flow coverages increase to offset the higher business risk associated with these activities,
including consolidated CFO pre-working capital to debt of 35% or higher, CFO pre-working capital to intarest of 8.0x or
higher.

What Could Change the Rating - Down
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Adowngrade could be considered if leverage continues to increase at FPL Group Capital and/or NextEra Energy
Resources, if there is more reliance on short-term debt to finance growth, if there is a significant energy trading and
marketing loss, or there is a decline in consolidated cash flow coverage metrics, including CFO pre-working capital
interest coverage below 5.0 imes and CFQ pre-working capital to debt below 25%. A downgrade would also likley
ocour if there was any change to the status of the unconditional guarantee from FPL Group.

Rating Factors

FPL Group, inc.

Unregulated Utilities and Power Companies Rating Methodology Aaa | Aa A |[Baa| Ba B

Factor 1: Market Assessment, Scale and Competitive
Position (20%)

a) Market and Competitive Position (15%) X

b) Geographic Diversity (5%) X

Factor 2: Cash Flow Predictability of Business Model
(20%)

a) Effectiveness of hedging strategy (10%)

b} Fuel Strategy and mix {5%)

c) Capital requirements and operating performance (5%}

iFactor 3: Financial policy (10%)

iFactor 4: Financial Strength - Key Financial Metrics
(50%)

a) CFO pre-WC + Interest / Interest (15%)

b) CFO pre-WC / Debt (20%)

c) RCF / Debt (7.5%)

d) FCF / Debt (7.5%) X

Rating:

a) Methodology Implied Senior Unsecured Rating Baal

b) Actual Senior Unsecured Rating Baa1

XX X X

XXX

[Regulated Electric and Gas Utilities : : Aaa | Aa A |Baa| Ba| B

Factor 1: Regulatory Framework (25%) X

Factor 2: Ability to Recover Costs and Earn Returns X
(25%}

Factor 3: Diversification (10%)

a) Market Position {10%) X

b} Generation and Fuel Diversity (0%) X

Factor 4: Financial Strength, Liquidity and Key Financial
Metrics (40%)

a) Liquidity (10%)

b} CFC pre-WC + Interest / Ineterest (7.5%) {3yr Avg)

c) CFO pre-WC / Debt (7.5%) (3yr Avg)

d) CFO pre-WC - Dividends / Debt (7.5%) (3yr Avg)

e) Debt / Capitalization or Debt / RAV (7.5%) (3yr X

|_Avg)

Rating:

a) Methodology implied Senior Unsecured Rating A3

b) Actual Senior Unsecured Rating Baal

Mooby’s
INVESTORS SERVICE

KX XX

© Caopyright 2010, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc,
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(together, "MOODY'S"}). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENT$, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT 1S UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR
SALE.

ALLINFORMATION CONTAMED HEREIN & PROTECTED BY LAY
LC)? YERIGHT LAY, AND NOME OF >U CHINFORMATION MAY 8E COF
REPACKAGED, FURTHER TRANGMITTED, TRANSFERRED, DISSE
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even ¥ ROODYS is advised n uimm..%:e ot oossibity of such damages. msubing fom zne use of or makikdy 1o
use, any such information. The ralings Cigd reporting analysis, projections. and oihf*r abservations,
sonsiituting part of the nformation confained herein are. and must be construsd solely 2s. stalements of opinion and
not statements of Tact or recommendations o pwchaau, sait or hold any secuwrities. Each user of the i’mrmnim
contaned hersin must make 18 own study and evaluation of each securly il may consider purchasing, holding
selling. NG WARRANTY, EXFRESS OR BPLED. AS TO THE ACCURACY. TIVELINESS (‘GMWL&:EEN%:EM
MERCHANTABLITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RAT !Nfa !’}R OTHER
ORINION OR NFORMATION IS GIVEN OR MADE 8Y MOODYS INANY FORM OR MARNNER WHATROEVER,
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FitchRatings

KROW YOUR RISK

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

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

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

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

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

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

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

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

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

FPL Group, Inc.
--Issuer Default Rating (1IDR) to 'A-' from A.

FPL Group Capital, Inc.

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

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

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

Fitch has affirmed the following ratings:

FPL Group Capital, Inc.
--Short-term 1DR and commercial paper at ‘F1".

Florida Power & Light Company

--1DR at 'A%

--Short-term 1DR and commercial paper at 'F1°,
-First mortgage bonds at 'AA-

~-Unsecured pollution control revenue bonds at 'A+'.

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

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

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

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

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

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

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

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

Media Relations: Cindy Stoller, New York, Tel: +1 212 608 0526, Email:
cindy stoller@fitchratings.com.

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

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION,
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE

Staff 000204
FPL RC-12

120015 Hearing Exhibits - 01192




ON THE AGENCY'S PUBLIC WEBSITE '"WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE.
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Rating Outlook — Investor-Owned Utitities and Parent Companies

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

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

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

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

Rating Qutiook — Competitive Generators

Negative Credit Qutlook: The operating snvironment is expected to remain challenging for the
compstitive generators (gencos) given the slow recavery in powsr prices, tightening
envirocnmental regulations, and choppy capital markets. Uncontrolled coal generation in
markets where natural gas is on the margin is especially vulnerable, Unlike the pure play
generators, affiliated gencos may benefit from strong parent or affiliate linkages.

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

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

What Could Change the 2012 Qutiook

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

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

www filchratings com
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tchRatings

What Could Change the Two- to Five-Year Outlook

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

Secular Flattening in Electricity Sales

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

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

Natural Gas Price Shocks

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

Environmental Effects Unknown

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

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

2012 Cutinok: Utilities, Power, and Gasg
December 5, 2011
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FitchRatings

The national elections in November 2012 may represent a referendum on many issues of
concemn, including environmental rules and policies. A change in administration may cause a
postpontement, change, or slimination of impending rules by the EPA.

Company-Specific Strategies or Developments

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

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

Key Issues and Drivers of the Qutiook

Natural Gas, Power Prices, and Electricity Sales

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

Natural Gas Forward Prices — Henry Hub
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Power prices increase only gradually in Fitch's financial medels and forecasts, reflecting the
dampening effect of low natural gas prices and excess reserve margins. Fitch's power market
consultant, Wood MacKenzie, also projects a slow increase in power price through 2015,
although prices remain below pre-2008 recessionary levels.

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

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

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

Power Consumption Trends

. W Energy Sales (LHS) w=sChange (Year over Year, %)
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Source: E.LA.

High Capex with Reliance on External Financing

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

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

SUt 2 GQutipok Utititles, Power, and Gas
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aversion among institutional and retail investors, Gencos face a more challenging environment,
particularly high-yield issuers. Fitch expects non-investment grade issuers will face difficult
market conditions given continued economic uncertainty.

Spread Over 30-Year Treasury by Rating Category

e AN S Ulility/30-Year weeseaBB2IU.S. Ulility/30-Yaar R8BS, Ulility/30-Year
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Source Bloomberg.

Regulatory Actions

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

Economic Stimulus Expiry

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

Stringent Environmental Rules

The EPA issued CSAPR on July 7, 2011, The rule is effective Jan. 1, 2012, essentially covers
the eastern half of the U.S., including Texas, and mandates substantial reductions in power
plant emissions. Emission reductions vary by state. Fitch considers B0 gigawatts of coal
capacity at risk for closure as a result of the rule.

Mergers and Acquisitions (M&A)

Fitch expects continued consolidation in the industry. However, Fitch feeis the rating
implications are limited, since existing ratings for most of the larger utility holding companies
fall within a narrow band, and mergers are typically consummated using stock as currency. For
operating subsidiaries, little rating effect would be expected among large traditional utility
combinations. Rating risk woukd be present in combinations where the acquirer is a merchant
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genco (such as PPL Inc’s acqguisition by AES Corporation), or where the acquirer is a
nenstrategic or private equity firm.

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

2011 Review

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

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

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

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

Median Ratings and Rating Activity

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

Gencos did not ehjoy such sacurity,
as lower wholesale power prices
continued to pressure margins,

Utilities, Power and Gas Rating
Activity - 2011

resulting in a large number of rating Upgrades Downgrades
downgrades and Outlook revisions to :‘c')pucs 1; :
Negative. Within the merchant rating  ganees y "

portfolio, affiliated gencos have
tended to face less pressure and
largely retain investment-grade
ratings, with the notable exception of Edison Mission and related entities, Independent power
producers, (IPPs) tend to have non-investment grade ratings.

UPC - utiity parent companigs. 10U - investor-owned utilities.
Source: Filch Ralings.
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There was no particular pattern or trend among the 2011 upgrades for utility parent companies
(UPCs). Among the regulated companies upgraded in 2011, seven are part of the First Energy
family following consummation of the merger with Allegheny. Other upgrades include Westar
and Kansas Gas & Electric, which continues to recover from earlier stresges, and Qncor, the
regulated subsidiary of Energy Future Holdings (EFH). Three gas local distribution companies
(LDCs), Atmos Energy, Southwest Gas, and Mountaineer Gas, were upgraded.

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

M&A Activity and Consolidation

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

Major Merger and Acquisition Announcements — 2011

(5 Mil)

Buyer Selier Target Price Vaivation
[uke Energy Com. Progress Eneryy, Inc. Progress Energy, Inc. 25,700 B6xEBITDA
AES Caip. DPL. Inc. DPL Inc. 4,600 75xEBITDA
Exelon Carp Constellation Energy Group  Consteliation Energy Group 10,600 7.6x EBITDA
Forts Inc Central Vermont PS Centrat Vermont P8 702 7.1xEBITDA
PPL Corp. E.ON UK ple Central Networks UK 5,600 Not Disclosed

PS - Public service,
Source: Fitch Ratings.

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

Fitch expects the M&A pace to continue into 2012,
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2012 Credit Outlook Summary by Sub-Sector

The segment credit outlooks in the Jeft column refiect fundamental anatysis of factors influencing developments in the sub-sectors, not the aggregate Rating Cutlocks of
the entities. Median ratings indicated are based on the IDRs of enfities rated by Fitch Ratings

Segment

Key Trends and Credit issues for 2011

Utility Parent Companies
Median 10R: BBB

Credit Outiook

Stable

investor.-Owned Electric Utilities
Median IDR integrated Electric; BBB
Median IDR Electric Distribution: BBB
Credit Qutiook

Stable

Gas Distribution Utilities (LDCs)
Median IDR: A~

Credit Qutlook

Stable

Competitive Generation Companies

Generating Companias and Energy Trading

Median IDR: BB
Credit Cuttook
Negative

+ Stable cash flow from regulated utilities; deciining cash fiow from competitive generation buginess as

existing hedges expire and volume is recontracted or sold at prevailing market prices.

+ Capita] investment levels for organic growth projects and environmental upgrades remain high, requiring

external financing.

* Equity issuance needed to maintain balanced capital mix.

Favorable environment for consolidation and M&A activity.

+ Filch assumes elaciricity sales down less than 1% in 2012 {fiat on a weather normalized basis); longer
term, Aal to +1% wealther normalized.

» Increased mandates for energy sfficiency and conservation to restrict electricity sales growth.
» Serial base rate cases needed to recover infrasiruoture investments in 2011 and longer term. State

regulatory climate varies by state, and remains a key driver.

» Relatively low gas and power purchase costs are favorable %o utilities, reducing the upward pressures on

customer bils.

» Sustained righ capital spending on infrastructure (environmental compliance, renewables mandates,

transmission projects, and automated metering. )

» External funding needed for capex. but companies are expected lo maintain liquidity and good access to

capital markets. Dependent on parent companies for equity to maintain capital structures.

+ Expected low natural gas commeodity prices contribute to stable cash fiow and improve relations with

consumers, paliticians, and regulators.

= Rate decoupling or fixed/vanable tariff structures help to minimize sensitivity to variations in sates volumes.
« Pipeling safety issues will be a focus. However, overall, capital exgenditures will remain manageable.
»  Low risk growth potentia from optionality of natural gas in new uses {transporation) as well as continued

gains trom fuel switching.

»  Expect consislent regulatory Wreatment and manageable external funding.

» Flat electricity sales in 2012 and beyond with excess power capacity relative to required reserve margins

1o remain for several years, balance achieved fhrough expected dosings of older coal-fired units.

» Low gas and power price environment will depress margins for most generators; as existing hedge

contracts expire, revenues per unit will reflect the weak market environment

» New environmental regulations for air and water emissions will affect the cutiook for coal-fired power

generation ang accelerate retirements of older, smaller, and less efficient coal plants.

» The challenges to competitive generators listed above are likely to stimuiate an active M&A environment,

divestitures, and consolidation

« Higher power prices necessary to supper! investrent in new build generation or environmental upgrades

{o uncontrolled ¢oal plants.

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

Source: Fitch Ralings
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Utility Parent Companies. Stable

Key Issues

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

Tax Policies

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

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

UPC Forecast Financial Trends

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

Leverage Ratios

m—ebt to EBITDA, Median ==«e=Debt to FFQ, Median
(x)
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Debt leverage reflects similar divergence as coverage measures. Debt to EBITDA improves,
reflecting the higher EBITDA Fitch envisions for the sector, while debt to FFO increases,
reflecting the lower FFO levels Fitch expects in the absence of new tax incentives, However, in
both cases the baseline returns to the 2007 period, reflecting a return to the norm.

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

Interest Coverage Ratios

meremm EBITDA t0 Interest, Median =wee (FFQ + Interest) to Interest, Median
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Source: Fitch Ratings.

Electric Utilities: Stable

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

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

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

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

20T Outinoie Utilies. Power, and Gas
Docemaer § 2011
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Longer term, risks to the Stable Outlock become more pronounced as seculsr and cyclical
factors come into play. Sales growth expectations, already modest at 1%-2% per annum, may
prove optimistic given the subdued economic growth outlook and a growing demand for energy
efficiency and conservation. The industry faces the double threat of both disruptive
technofogies, such as efficiencies in lighting, refrigeration, and software interface, combined
with competitors promoting such products and services, The industry will be challenged to
adjust business models to face the new competitive landscape.

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

State Tariff Regulation

A 2011 Fitch survey of authorized ROEs reflects a continued trend of lower ROEs. Authorized
ROEs are now trending down fo the 10% leve! from a range of 10.25% to 10,50% registered at
Fitch's Jast survey in 2008. The trend is not surprising given the overall low interest rate
environment and cost of capital benchmarks for alternative investments. Lower ROEs are also
associated with features increasingly common in tariff structures that minimize cash flow
volatility. Still, the trend will pressure earnings and key coverage and leverage cradit measures,
including EBITDA to interest and debt to EBITDA.

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

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

Gas Utilities: Stable

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

Natural gas prices are expected to remain at low tevels in the wake of abundant domestic
supplies. Entering the 2011-2012 winter heating season, storage levels remain robust and
should allow all-in rates to consumers to remain manageable. While many LDCs either have or
are pursuing some form of rate decoupling or weather normalization that shields financial
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results from the effects of changes in volumes sold, low gas prices are nevertheloss positive as
lower overall rates alleviate concerns related to bad debt expense and regulatory pressures.
The lower cost of gas inventories in storage and carrying customer receivables during the peak
winter season have also had a msaningful effect on reduced liquidity needs for many LDOCs.

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

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

Competitive Generators: Negative

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

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

2 RCCT Notth s N Eagt smm—p M West s MISO lllinols =—|SONE Mass Hub
{($/MWh)

2007 2008 2009 2010 2012 2013 2014 2015

ERCOT - Electric Reliability Council of Texas. ISONE - ISQO New Engiand. MISO - Midwest ISO.
Source: Wood MacKenzie.

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

Liquidity remains a key rating consideration for high-yield gencos. Fitch belisves liquidity is
adequate for 2012. Howsver, rising capital requirements at coal-fired generators will depiste
excess cash balances. For the gencos with natural gas assets andior a more diversified
portfolio, excess cash could likely be diverted toward stock purchases, investment in new
generation (natural gas-fired/renewables), or vertical integration into the retail business. Fitch
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will continue to evaluate these actions in the context of overali management strateqy and credit
metrics.

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

Aside from credit metrics, individual issuer rating and outiook are also influenced to a large
extent by fuel mix, location, age, and extent of environmental compliance of its
power-genaration assets. Fitch believes emission-free generators are likely to be beneficiaries
of stringent environmental regulations as old and inefficient coal plants retire, thereby rendering
the demand supply balance more favorable to supporting higher power prices. Among the
vatious regional markets, Fitch believes ERCOT is particularly attractive, as evidenced by the
squeeze in reserve margin during the 2011 summer heat wave. This should aid the gencos that
have a significant exposure to ERCOT.
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
IM THIS

LIMITATIONS AND DISCLAIMERS BY FOLLOWING LINK:
HTTPAFITCHRATINGS.COMUNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES, FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVARLABLE FROM
THE CODE OF CONDUCT SECTION OF THIS SITE,

Copyright € 2011 by Fitch, Inc,, Fitch Ratings Lid. and its subsidiaries. Ons State Street Plaza, NY, NY 10004.Telephone:
1-800-753-4824, (212) 808-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except
by permission. All rights reserved. In issuing and maintaining is ratings, Fitch relies on factual information it recsives from
issuers and underwritars and from other sources Fitch believes to be credible. Fitch conducts a reasonabie investigation of the
factual irformation relied upon by it in accordance with its ratings methodology. and obtaing reasonable verification of that
information from indepandent sources, to the extent such sources are available for a given security or in a given jurisdiction,
The manrner of Fitch's factual investigation and the scope of the third-party verification it obtains will vary depending on the
nature of the rated security and its issuer, the requirerments and practices in the jurisdiction in which the rated security is offered
and soki and/or the issuer is located, the availability and nature of relevant public information, access to the management of the
issuer and its advisers, the availability of pre-existing third-party verifications such as audit repoits, agreed-upon procedures
letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the
availability of independent and compstent third-party verification sources with respect to the particular security or in the
particular jursdiclion of the issuer, and a variety of other factors. Users of Fitch's ratings should understand that neither an
enhanced factual investigation nor any third-party verification can ensure that ail of the information Fiteh relies on in connection
with a rating will be accurate and compiete. Utimately, the issuer and its advisers are responsible for the accuracy of the
information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings Fitch must rely
on the work of experts, including independent auditors with respect to financial statements and attomeys with respect to legai
and tax matters. Further, rafings are inherently forward-looking and embody assumptions and predictions about future events
that by their nature cannot be verifiod as facts. As a result, despite any verffication of current facts, ratings can be affected by
future events or conditions that were not anticipated at the time a rating was issued or affirmed.

The information in this report is provided “as is” without any representation or wamranty of any kind. A Fitch rating is an opinion
as to the creditworthiness of a security. This opinion 18 based on established criteria and methodologios that Fitch is
continucusty evallating and updating. Therefore, ratings are the collective work product of Fitch and no individual, or group of
individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks cther than cred risk,
unless such sisk is specifically mentioned. Fitch is not sngaged in the offer or sale of any security. All Fitch reports have shared
authorship, Individuals identiied in a Fitch report were involved in, but are not solely responsibla for, the opinions stated therein.
The individuals are narmed for contact purpasas only. A report praviding a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verffied and presented to investors by the issuer and its agents in connection with the sale of the
secuiies. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of Fitch. Fitch doss not
provide investment advice of any sort. Ratings are not a recommendation to by, sell, or hold any security. Ratings do not
comment on the adequacy of market price, the suitability of any security for a panicular investor, or the tax-exempt naturs or
laxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors,
and underwriters for rating securities. Such fees generally vary from US$1.000 to US$750,000 (or the applicable currency
equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or
guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expecied to vary from US$10,000 to
US$1,500,000 (o the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall
not constitite a consent by Fitch to use ks name as an expert in cornection with any registration staternent filed under the
United States securitios laws, the Financial Services and Markets Act of 2000 of Great Britain, or the securities laws of any
particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to
electronic subscribers up to three days earlier than to print subscribers,
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Florida Power & Light Co.

Major Rating Factors

Strengths: Corporate Cradit Rating
v High qualitv clectric utility generases steady cash flows; A/Stabie/A

» Constructive regulatory environment in Floridas and

¢ Strong castomer growrh with predominantly residential base,

Weaknesses:
s Dependence on natural gas to generate electricity; and
e Higher-risk cash flows from FPL Energy’s merchant generation.

Rationale

The ratings on Florida Power & Light Co. (FP&L) are hased on the consolidated credit profile of parent FPL Group
Inc. (FPL) Ratings reflect the strength of the regulated cash flows from FP&L. The utility coneribures to abowm
shree-quarters of the consolidated credit profile and has better business fundamentals than most of irs integrared
electric peers, with a healthy and growing service territary, sound operations, and a supportive regulatory
environment, Detracting from credit guality are the company's increasing exposure to wholesale energy activities, its
witlingness to expand through acquisitions and increase its risk profile, the flucruating cash flows from FPL Lnergy
luc.'s portfolio of merchant gencration, and the nulity's sipmficant exposure to natural gas,

FPL's business profile is "excellent”, and its financial profile is "intermediate”. Business risk is portrayed in five
caregories (excellent, strong, sarisfactary, weak, and vulnerable), and financial risk in five categories (minimal,
maodest, intermediate, aggressive, and highly leveraged). Business risk is anchored on the company’s core electric
utility operations in Florida, which exhibir strength in almost every area of analysis. The service territory is healthy
and growing, the customer mix is mostly residential and commercial, the regulatory environment supports credit
guality and regulatory rigk is well-managed, costs and rates are solid, and reliability and customer sausfacrion are
high. However, a large and growing reliance on natural gas ro fuel utility generation could ever time turn from an
advantage {because of itssenvironmental status) to a weakness if gas prices continue to fluctuate and rrend up. Urility
managers will be challenged to keep all constituents--customers, regulators, and investors--contented in a future that
could fearure rising commodity costs, acceleraving capital spending, grearer demands for cleaner energy, and
possibly slower customer growrh.

FPLE, the main subsidiary under FPL Group Capital [nc., the unregulated side of FPL, engages in clectric generation
throughout the U.S. The focus is on geographic and fuel diversiry, and on environmentally advantageous facilities
that could benefit from climate change political trends. FPLE's more than 15,000 MW of generation capacity
consists of almost one-half navaral gas—fired stations, one-third wind turbines, and the rest mainly nuclear facilities.
The wind projects and three of the four nuclear plants operare under mamly fixed-price, long-term contracrs. The
cest of the portfolio--almast one-half, including a nucicar plant--is merchant capacity that accepts market prices tor
its ourpur, While a policy of actively hedging the commodity pnice risk of the input and eurpac of the plants helps to
danipen the risk associated with energy merchant activities, there s an inherent risk level at FPLE that cannor he
avaided and permanently hinders eredit quality throughour the FPL family. The governance and financial policies

Srandard & Poor’s RatingsDirect | August 20, 2008 2
Stendard & Poor's. AL 'gts ieserved. No reprint or dissermation sithou 3&F's partssion. See Termy of Use/Disclaimar on the last page
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Florida Power & Light Co.

used to manage risk in chis segment are, in Standard & Poor's opinion, adequate tor the FPL, FP&L, and FPL

Capital ratings.

The financial profile of FPL, on which al} ratings are based, s characterized by very healthy crediv metrics, adequate
liguidity, and management and regulatory comminment to credit qualicy that supports ratings. Importantly,
sophisticated but complex financial structures emploved at the project level substantiare significant aoff-credir
treatment of largely nonrecourse debe atr FPLE. Any explicit or implicit indication that FPL management would use
its own financial resources ro aid a rroubled project in support of strategic obrectives could Jead Standard & Poor's
to re-evaluate the adjustmnents made to FPL's reported debt. Large adiustments are also factored into the credit
analysis regarding hybrid debt instruments and power purchase agreements ac FP&L. Resnlring credit metrics
comfortably fall into the "intermediate” range of indwcative ratios in current market conditions and are expected to
remain solid for the next few years, Current ratings rest on such financial performance and continued attention 1o
the liquidity and risk management requirements of the merchant activities,

Liquidity

The shorr-term rating on FP&L is 'A-1". The utility's liquidity is managed by the parent, but it does have its own
sources of iquidity, FPL's available cash flow is not sufficient to fund its large capiral expenditures and dividends
and is expected to remain negative for the foreseeable future. FPL has adequate liquidity wich $6.5 billion of
revolving bank facilitics maturing in 2012 and a 8250 million revolving rerm loan macuring in 2011, Almost all of
that capacity was available as of March 31, 2008, in addition to $600 million of cash and equivalents on the
balance sheet. The facilities support FPL's commercial paper program and lerters of credit.

By analyzing a stress scenario to assess FPL's liquidity adequacy to cover exposure to adverse market and credi
events, Standard 8 Poor’s expects that the company has suthcient liquidity under those conditions. The company's
maturity schedule subsides over time, with maturities peaking at $1.6 billion during 2008.

(Outlook

The stable outlook on FPL and subsidiaries reflects the predictable cash tlow from FP&L, a faverable regulatory
environment, and growing service territory. The raung could be pressured if growth in the unregulared portfolio
increases the cousolidated company's business risk, the forecast becomes more dependent on growth ar FPL Energy,
or the projected cash How is insufficient ro maintam the current financial risk profile. Any faiture 1o sufficiently
manage the considerable market, liquidity, operational, and regulatory risks faced by the company, especially in the
merchant energy and energy marketing and trading subsidiaries, would imperil ravings and the stable outook.
Merger or acquisitions thar do not demonstrace a4 commitment to credit quality could result in fower ratings,
regardless of the timing or outcome of the transaction, An improvement in the raring s passible if FPL can
demonstrate that the recent strong financiat performance is reasonably sustainable even through less robust market

condstions,

Tabla 1

FPL Group Inc. -- Peer Comparison™

Industry Secior: Energy
--Average of pas! thres fiscal years--
FPL Group Inc. Southern Co. Duke Energy Lorp.  Wisconsin Public Service Corp,
Rating as of Aug. 14, 2008 AfStable/~ AfSable/A-t  A-/Stoble/NR A/Stable/A-?
www.standardandpoors.com/ratingsdirect 3

Stantiad & Paors A nghts saserved. No repnnt o dissemmation witho.t S&P's permissien See Tunng of UsesDisclaver i g Fest page
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Florida Power & Light Co.

Table 1
ML $) ' }
Aevinyes 138227 3h77 8 153362 1,485
Met tncome from cont. oper 1.099.2 15094 20483 1009
Funds from operatiors (FFQ) 28043 34147 18414 2745
Capital expend:ures 1.7337 25548 31423 3100
Cash and short-term investments 480.0 1708 1.554.3 93
Debt 10818.4 15,8956 17,1123 117
Preferred stock 5030 1.046.8 0.0 azl
Equity 105241 12.3404 2151506 10781
Debt and equtty 213425 28.336.0 iB.B27 3 21878
Adjusted ratios
EBIT interest coverage Ix} 25 36 358 38
FFO it Tov ix) hi 40 44 4
FFC/dabri%) 26.3 13 74 202
Digcretionary cash tlow/debt (%) g7 {5.9) 5.4 37,4}
Net cash flow / capex {%) 1287 832 81 8 438
Tatal debt/debt plus equity (36) 50.7 564 443 508
Retum on common equity { %) 109 135 g5 a2
Common dividend payout ratio lur-ad).) (%i k4.3 746 618 835
=Fully adjuste {including postratisment obligations}
Tahle 2
Industry Sector: Energy
--Fiscal year ended Doc. 3t--
2007 2006 2006 2004 2003
Rating hestory A/Siable/- A/Stabies- AMWatch Negs- A/Negative/- A/Negative/--
{Mil. §}
Revenues 148515 15,2255 113811 10,1851 93723
Net income from continuing operations 1,253.3 1,181.8 852.7 655.4 8926
Funds from gparations {FFC} 35586 37287 5.245.7 1.902.0 22192
Capital expanditures 1.802.7 1.784.9 18043 13088 1,2085
Cash and short-term investments 290.0 8200 530.0 7758 120
Debt 10.770.2 11,6363 10.048.2 9,206.8 94331
Preferred stack 1,004.5 5045 g0 oo 50
Egaity 11,7388 104345 93863 §,904.0 82864
Detst and equity 225097 220714 14485 181108 17.2135
Adjusted ratios
EBIT interest coverage (x) 3 36 2.4 2.7 30
FRO ing. cov. {x) 61 6.0 30 a4 54
FFO/debt { %} 330 320 24 20.7 735
Standard & Foor’s RatingsDivect | August 20, 2008 4
Standard & Peor's. All vights reserved Ne reprint o esseminatian wilwn SEI7S pemissian. Seu Teuss ol UseDisctamaar up W Last page
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“Regulatory Research Associates

REGULATORY FOCUS

January 10, 2012

MAJOR RATE CASE DECISIONS--CALENDAR 2011

The average return on equity (ROE} authorized electric utilities was 10.22% in 2011, compared to
10.34% in 2010. There were 41 electric ROE determinations in 2011, down from 59 in 2010, The average
ROE authorized gas utilities was 9.92% in 2011, compared to 10.08% in 2010. There were 16 gas cases
that included an ROE determination in 2011, and 37 in 2010. We note that this report utilizes the simple
mean for the return averages.

After reaching a low in the early-2000’s, the number of rate case decisions for energy
companies has generally increased over the last several years, although the number of decisions
declined in 2011, There were 84 electric and gas rate decisions in 2011, versus 126 in 2010, 95 in
2009, and only 32 back in 2001. Increased costs, including environmental compliance expenditures,
the need for generation and delivery infrastructure upgrades and expansion, renewable generation
mandates, and higher employee benefit expenses argue for the continuation of an active rate case
agenda over the next few years.

We note that electric industry restructuring in certain states has led to the unbundling of rates
and retail competition for generation. Commissions in those states are now authorizing revenue
requirement and return parameters for delivery operations only (which we footnote in our chronology
beginning on page 5), thus complicating historical data comparability. We also note that while the
heightened business risk associated with the sluggish economy may have increased corporate capital
costs, average authorized ROEs have declined slightly since 2008, In fact, some state commissions
have cited customer hardship as a significant factor influencing their equity return authorizations.

The table on page 2 shows the average ROE authorized in major electric and gas rate decisions
annually since 1990, and by quarter since 2005, followed by the number of cbservations in each period.
The tables on page 3 show the composite electric and gas industry data for all major cases summarized
annually since 1998 and by quarter for the past eight quarters. The individual electric and gas cases
decided in 2011 are listed on pages 5-9, with the decision date (generally the date on which the final
order was issued) shown first, followed by the company name, the abbreviation for the state issuing
the decision, the authorized rate of return {ROR), return on equity (ROE), and percentage of common
equity in the adopted capital structure, Next we show the month and year in which the adopted test
year ended, whether the commission utilized an average or a year-end rate base, and the amount of
the permanent rate change authorized. The dollar amounts represent the permanent rate change
ordered at the time decisions were rendered. Fuel adjustment clause rate changes are not reflected in
this study. We note that the cases and averages inciuded In this study may be slightly different from
those in our on-line Rate Case History database, with any differences reflecting, for example, this
study's inclusion of ROE determinations that are rendered in cost-of-capital-only proceedings in
California.

{Text continued on page 4.)
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A Equity Ret Authorized J 1990 = D ber 2011

Electric Utilities

Gas Utilities

Year Period ROE % (# Cases) ROE % (# Cases)
1990 Full Year 12.70 (44) 12.67 (31)
1991 Full Year 12,55 (45) 12.46 (35)
1992 Full Year 12.09 (48) 12.01 (29}
1593 Full Year 11.41 (32) 11,35 (45)
1964 Full Year 11.34 (31) 11.35 (28)
1965 Full Year 11,55 (33) 11.43 (18)
1996 Full Year 11.39 (22} 11.19 (20)
1997 Full Year 11.40 (1) 11.29 {13)
1998 Full Year 11.66 (10) 11.51 (10}
1999 Full Year 10.77 (20) 10.66 (%)
2000 Full Year 11.43 (12) 11.39 {12)
2001 Full Year 11.09 (18) 16.85 {7)
2002 Full Year 11.16 (22) 11.03 (21)
2003 Fult Year 10.97 (22) 1G.9% (25)
2004 Fult Year 10,78 {19) 10.59 {20)
1st Quarter 10.51 (7 10.65 (2)
2nd Quarter 10.05 {(7) 10.54 {5}
3rd Quarter 10.84 (4) 10.47 (5}
4th Quarter 10.75 {11) 10.40 {14)
2005 Full Year 10.54 {29) 10.46 (26)
1st Quarter 10.38 (3 16.63 (6)
2nd Quarter 10.68 (6) 10.50 (2)
3rd Quarter 10.06 {7) 10.45 (3}
4th Quarter 10.39 {10) 10.14 (5}
2006 Full Year 10.36 {26) 10.43 (16)
1st Quarter 10.27 {8) 10.44 (10)
2nd Quarter 10.27 (11) 10.12 (4)
3rd Quarter 10.02 {4) 10,03 (8)
4th Quarter 10.56 {16) 10.27 (15}
2007 Full Year 10.36 (39) 10.24 (37}
ist Quarter 10.45 (10) 10.38 (7}
2nd Quarter 10.57 (8) 10.17 (3)
3rd Quarter 10.47 (1) 10.49 ("
4th Quarter 10.33 (8} 10.34 (13)
2008 Full Year 10.46 (37} 10.37 (30)
1st Quarter 10.29 (9} 10.24 (4)
2nd Quarter 10.55 (10) 10.11 (8)
3rd Quarter 10.46 N 9.88 (2)
4th Quarter 10.54 (17) 10.27 {15)
2009 Full Year 10.48 (39} 10,19  (29)
15t Quarter 10.66 (17} 10.24 (9)
2nd Quarter 10.08 (14} 9.99 (11)
3rd Quarter 10.26 (11} 9.93 (4)
4th Quarter 10.30 (17} 10.09 {13)
2010 Full Year 10.34  (59) 10,08  {37)
1st Quarter 10.32 (13) 10.10 (5)
2nd Quarter 10.12 (10) 9.88 (%)
3rd Quarter 10.00 (7) 9.65 {2)
4th Quarter 10.34 {11) 9.88 {4)
2011 Full Year 10.22  (41) 9.92 (16)

120015 Hearing Exhibits - 01213
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RRA

1958
1989
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

2010

2011

1998
1399
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

2010

2011

* Number of cbservations in each period indicated in parentheses.

Beriod

Full Year
Full Year
Full Year
Full Year
Full Year
Full Year
Full Year
Full Year
Full Year
Full Year
Full Year
Full Year

1st Quarter
2nd Quarter
3rd Quaster
4th Quarter
Full Year

ist Quarter
2nd Quarter
3rd Quarter
4th Quarter
Full Year

Beriod

Full Year
Ful! Year
Full Year
Full Year
Full Year
Full Year
Full Year
Full Year
Fult Year
Fuli Year
Full Year
Fuli Year

135t Quarter
2nd Quarter
3rd Quarter
4th Quarter
Full Year

1st Quarter
2nd Quarter
3rd Quarter
4th Quarter
Full Year

*

Eq. as % Amt.

ROR % (# Cases) ROE % (# Cases) Sap,. Struc. (# Cases) M, (# Cases)
9.44 (9) 11.66  (10) 46,14 (8) -429.3  (31)
8.81  (18) 10,77 (200 45,08 {17} -1,683.8  {30)
9.20 (12) 1143 a2 48.85 {12} -2091.4  {34)
8.93 (1%) 11.08  (18) 47.20 {13} 142 {21)
8.72  (20) 1116 (22) 46,27 {19} -475.4  (24)
8.86  (20) 10,97 (22) 49,41 {19} 3138 {12)
8.44  (18) 10,75 (19 46.84 {17} 1,091.5  {30)
8.30  (26) 10,54  {29) 46,73 {(27) 1,373.7  (36)
8,24 {24) 10,36 (26) 48.67 (23} 1,465.0  {42)
8.22 (38) 10,36 (39) 48.01 {37} 1,401.9  {46)
B.25  (3%) 10.46 {37 48,41 (33} 2,899.4  (42)
B.23  (38) 1048  {39) 48.61 {37} 4,192.3  (58)
7.95  (17) 10.66 {17} 48.36 (16} 2,010.0 (19
7.95  (15) 10.08 {14} 47,07 (13} 937.5  (19)
8.16 (12) 10,26 (11} 49,52 (11) 7306  (18)
7.95  (15) 10,30 (17} 49,00 (14) 1,889.6  (21)
7.99  (59) 1034  (59) 48.45  (54) 5,567.7 {77}
8.12 (13 1032 (13) 49.05  (13) 610.5 (1%}
8.01 (1) 16,12 (10) 4636 (10) 1,055.9 (12}
8,06 (N 10.09 (7 48.33 €] 642.4 (11}
761  {11) 10.34  (11) 47.91  (10) 544,7  (15)
7.95 {41) 10,22  (41) 47.97  (40) 2,853.5 (53)

£q. as % Amt,

EQR % {# Cases) BOE % (# Cases] Cap, Struc, (# Cases) S Mil, (# Cases)
946  (10) 11,51  (10) 49.50 (10) 93.9 (20}
8.86 (9) 10.66 )] 49.06 (9) 51.0  (14)
933 {13) 1139 (12) 48.5¢  (12) 135.8 (20
8.51 (6) 10.95 (7 43,96 (5) 1140 (11}
880 {200 11.03  (21) 48.2¢  (18) 303.6  (26)
8.75 {22} 10,99  (2%) 49.93  (22) 260.1 (30)
834 (21} 10.59  (20) 4550  (20) 303.5  (31)
825 (29) 10.46  (26) 48,66  (24) 458.4  (34)
8351 (16 10,43 (16) 47.43  (16) 444.0  (29)
8.12 (32 10,24 (37) 48,37  (30) 813.4  (4B)
848  (30) 10,37 (30) 50.47  (30) 884.8  (41)
8.15  (28) 1019 (29) 48.72  {28) 475.0  (37)
820 (10) 10.24 9) 50,27 {(9) 177.3  {11)
7.80  (11) 9.9¢ (11} 46,31 (11} 2302 (12)
8.13 T 9.93 (4 49,00 (4) 2905 (10}
7.84  (13) 10.09  {13) 49,11 (14) 118.7  (16)
7,95  (38) 10.08 {37} 48,56  (38) 816.7  (49)
8.07 (6) 10.10 {5) 52.47 {4} 48,3 {9
8.05 (4) 9.88 (5) 54.45 (3 234.0 N
8.09 (2) 9.65 (2) 49,44 (2) 26.5 4
8.07 (5} 9.88 (4) 52.03 {(4) 127.5 (11}
B.57 (18) .92 (16} 48.04  (13) 436.3  (31)
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The table below tracks the average equity return authorized for all electric and gas rate cases
combined, by year, for the last 22 years. As the table reveals, since 1990 the authorized ROEs have generally
trended downward, reflecting the significant decline in interest rates that has occurred over this time frame.
The combined average equity returns authorized for electric and gas utilities in each of the years 1990 through
2011, and the number of observations for each year are as follows:

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

Dennis Sperduto

12.69%
12.51
12.06
11.37
11.34
11.51
11.29
11.34
11.59
10.74
11.41

(75)
(80)
(77)
(77)
(59)
(49)
(42)
(24)
(20)
(29)
(24)

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

11.05%
11.10
10.98
10.67
10.50
10.39
10,30
10.42
10.36
10.24
10.14

(25)
(43)
(47}
(39)
(55}
(42)
(76)
(67)
(68)
(96)
(57)

2612, Regulatory Resaarch Associates, Inc. All Rights Resarved. Confidential Subject Matter. WARNING! This repcrt contains copyrighted subject matter
and confidential information owned solaly by Regulatory Research Associates, Inc. (*"RRA”). Raproduction, distribution or use of this report in violation of
this license constitutes copyright infringement in violation of federal and state law. RRA hereby provides consent to use the “email this stery” feature to

redistribute articles within the subscriber's company. Although the information in this repert has been obtained from sources that RRA believes to be
reliable, RRA does not guarantee its accuracy.
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RRA 5.
ELECTRIC UTILITY DECISIONS
Common Test Year
ROR ROE Eq. as % & Amt.
Date Companv (State) —ti.. . Lap, Str, Rate Bage ML
1/5/11  Public Service Co. of Oklahoma (OK) 8.17 10.15 45 .84 2/10-YE 30.3 (B)
1/12/11 Madison Gas and Electric (WI) 8.77 16,30 58.06 12/11-A 8.0
1/13/11  Wisconsin Public Service (WI) 7.86 10.30 51.65 12/11-A 21.0
1/18/11 Delmarva Power & Light (DE) 7.61 10.00 47.52 3/09-A 16.4 (1D
1/20/11 Niagara Mohawk Power (NY) 6.51 9.30 48.00 12/11-A 119.3 (D}
1/20/11 Texas-New Mexico Power (TX) 9,90 10.13 45.00 3/10-YE 8.3 (D,B,Hy,1)
1/31/11 Western Massachusetts Electric (MA) 7.63 9.60 50.70 12/09-YE 16.8 (D)
2/3/11  CenterPoint Energy Houston Elec. (TX) 8.21 10.00 45,00 12/09-YE 14.7 (D,Hy,2)
2/24/11 Duquesne Light (PA) - --- R 3/11 45,7 (,B)
2/25/11 Hawailan Electric (HI) 8.18 10.00 55.81 12/09-A 66.4 (1,8)
3/22/11 Virginia Electric and Power {VA} 8.75 12.30 45,37 3/12-A 44.7 (1,3)
3/22/11 WVirglnia Electric and Power {VA} 8.76 12.3¢ 49.37 3/12-A 13.8 (1,4)
3/25/11 Southwestern Public Service (TX) - 12/09 52.5 (B,Z)
3/25/11  PacifiCorp (WA) 7.81 9.80 49,10 Hy 12/09-A 33.5
3/30/11 Appalachian Pwr./Wheeling Pwr, (WV) 7.36 10.00 42.20 12/09-A 119.1 (B)
2011  1ST QUARTER: AVERAGES/TOTAL 8.12 10.32 49.05 610.5
MEDIAN 8.16 10.00 49,10 -
OBSERVATIONS 13 13 13 15
4/12/11 Kansas City Power & Light {MO} 8.58 10.00 46,30 12/09-YE 34.8
4/25/11 Otter Tail Power (MN} 8.61 16.74 51,70 12/09-A 5.0 (I}
4/26/11 Unitil Energy Systems (NH) 8.39 9.67 45.45 - 6.6 (D,1,B,Z2)
4/27/11 Southern Indiana Gas & Electric (IN) 7.29 10,40 43,46 6/09-YE 28.6
5/4/11  KCP&L Greater Missouri Op. (MPS) (MOQ) 8.41 10.00 46.58 12/09-YE 35.7 (R)
5/4/11 KCPAL Greater Missouri Op. (L&P) {MO) 8.41 10.00 46.58 12/09-YE 29.8 (R,2)
5/13/11 Pacific Gas and Electric (CA) - 12/11-A 698.0 (B,Z)
5/24/11  Commonwealth Edison (IL) B8.51 10.50 47.28 12/09-YE 155.7 (D)
6/1/11  Empire District Electric (MO) - - --- 6/09 18.7 (B)
6/8/11 MDU Resources {ND) 8.74 10.75 53.34 12/10 7.6 (B)
6/16/11 Orange and Rockland Utilities (NY) 7.22 9.20 48.00 6/12-A 26.6 (D)
6/17/11 Qklahoma Gas & Electric (AR) 5.83 5.95 34.90 * 12/09-Y% 8.8 (B)
2011 2ND QUARTER: AVERAGES/TCTAL 8.01 10.12 46.36 1,055.9
MEDIAN 8.41 i0.00 46.58 -—-
OBSERVATIONS 10 10 10 12
Staff 001143
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6. RRA
ELECTRIC UTILITY DECISIONS (continued)
Common Test Year
ROR ROE Eq. as % & Amt.

Pate  Company (State) Y% % Cap. Str. Rate Base £ Mil
7/8/11 Delmarva Power & Light {MD) --- --- --- 12/10 12.2 (D,B)
7/13/11  Union Electric (MO) 8,13 10.20 52.24 3/10-YE 173.2
8/1/11 Fitchburg Gas & Electric (MA) 7.93 9.20 42,88 12/09-YE 1.3 (D)
8/2/11 MDU Resources (MT) --- - e 2.6 (B)
8/8/11 Public Service Co. of New Mexico {NM) 8.41 10.00 51.28 6/10-YE 72.1 (B)
8/11/11 PacifiCorp (UT) 7.94 10.00 51.90 6f12 117.0 (B)
8/12/11 Interstate Power and Light {MN) 8.11 10.35 47.74 12/09-A 8.4 (I,R)
8/19/11 Oncer Electric Delivery {TX) B.14 10.25 40.00 6/10-YE 136.7 (D, Hy,B)
9/22/11  PacifiCorp (WY) 8.00 10.00 52.30 12/11-A 61.3 (B)
9/30/11 Avista Corp. (ID) - - .- 12/10 2.8 (B)
9/30/11 Scuth Carolina Electric & Gas (5C) --- --- e 6/11-YE 52.8 (5}
2011 3RD QUARTER: AVERAGES/TOTAL B.09 10.00 48.33 642.4

MEDIAN 8.11 10.00 51.28 -
OBSERVATIONS 7 7 7 11
10/6/11  Wisconsin Electric Power (WI) e --- --- 12/12 0.0 (6}
10/12/11 Kentucky Utilities (VA) 7.249 10.30 53,37 12/10-A 6.6 (B)
10/20/11 Detroit Edisen {MI} 6.59 10,50 40.26 * 3/12-A 187.5 (R)
11/30/11 Appalachian Power (VA) 7.82 10,90 42,69 12/10-YE 55.1
11/30/11 Virginia Electric and Power (VA) --- 10.90 --- - - (7
12/14/11 Columbus Southern Power {OH) 7.78 10,00 50.64 (E) 5/11-DC 0.0 {D.B)
12/14/11 Qhio Power (OH} 7.97 10.30 53,79 (E) 5/11-DC 0.0 (DB}
12/16/11 Avista Corp. (WA) --- - - o 20.0 (B)
12/20/11 Upper Peninsula Power (MI) 6.25 10.20 45.74 * 12/12 4.2 (B)
12/21/11 Northern [ndiana Public Service (IN) 6.98 10.20 46.53 * 6/10-YE 6.9 (B}
12/22/11 Black Hills Colorado Eiec. Utility Co. {CO) B8.53 9.90 49,10 12/10-A 10.5
12/22/11 Northern States Power-Wisconsin (WI) B.52 10.40 52.59 12/12-A 12.2
12/23/11 Nevada Power (NV) 8.17 (8) 10.19 (8) 44.38 12/10-YE 158.6
12/28/11 Georgia Power (GA) e e wos 12/12 35.6 (9)
12/28/11 Southwestern Public Service (NM} .- - .- - 13.5 (B)
12/30/11 ldaho Power {ID) 7.86 --- --- 12/11 34.0 ({B)
2011 4TH QUARTER: AVERAGES/TOTAL 7.61 10.34 47.91 544.7
MEDIAN 7.82 10.30¢ 47.82 -—
OBSERVATIONS it 11 10 i5
2011  FULL YEAR: AVERAGES/TOTAL 7.95 10.22 47.97 2,853.5
MEDIAN 8.11 10.15 47.87 -—
OBSERVATIONS 41 41 40 53
Staff 001144
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RRA 7.
GAS UTILITY DECISIONS
Commoan Test Year
ROR ROE Eq. as % & Amt.

Date Company (State) % e _ Cap, 911, Rate Base $ Mijl,
1/6/11 SEMCO Energy Gas {MI} 7.19 10.35 - - 8.1 (1,B)
1/12/11 Madison Gas and Electric {WI) 8.80 10.30 58.06 12/11-A 1.9
1/13/11  wisconsin Public Service (WI) 7.72 10.3C 51.65 12/11-A -8.3
1/19/11 Union Electric (MD) --- . --- 12/ 9.0 (B}
2/10/11 Black Hills/Iowa Gas Utility {(TA) - -- --- 3.7 (B)
3/10/11 EnergyNorth Natural Gas (NH} 8.33 --- (10) 6/09 6.8 (1,B)
3/10/11  Avista Corp. (OR) 8.00 10.10 50.00 12/11-A 3.0 (B,Z)
3/15/11 Puget Scund Energy {WA) nes --- - 192.0 (B}
3/31/11 New England Gas (MA) 8.39 9.45 50.17 12/09-YE 5.1
2011  1ST QUARTER: AVERAGES/TOTAL 8.07 10,10 52.47 48.3

MEDIAN 8.17 10.30 50.91 =~

CBSERVATIONS 6 5 4 ]
4/18/11 CenterPoint Energy Resources (TX) 8.75 10.05 55.44 6/10-YE 4.5 (B)
4/21/11 Washington Gas Light {VA) 8.4G 10.00 55.70 12/14-A 15.6 {Z,11)
5/13/11 Pacific Gas and Electric (CA) e - - 12/11-A 117.4 (B,Z)
5/26/11 <Consumers Energy (MI) - 10.50 --- 31.4 (B)

6/9/11  Peoples Natural Gas (FA) - --- s 6/11 53.0 (B)
6/21/11 Delmarva Power & Light (DE) 7.56 10.00 - 6/10 5.8 (B)
6/29/11 Yankee Gas Services {CT) 7.48 8.83 52.20 6/10-DC 6.2 {2)
2011 2ND QUARTER: AVERAGES/TOTAL 8.05 9.88 54.45 234.0

MEDIAN 7.98 10.00 55.44 wa
OBSERVATIONS 4 5 3 7

8/1/11t  Fitchburg Gas & Electric (MA) 7.93 9.20 42.88 12/09-YE 3.7
8/11/11 UG! Central Penn Gas (PA) - - 9/11 8.9 (B)
9/1/11  Public Service Co. of Colorado (CO) 8.24 10.10 56.00 12/10-A 12.8 (B)
9/30/11 Avista Corp. (I1D) - - --- $2/10 1.1 (B)
2011 3RD QUARTER: AVERAGES/TOTAL 8.09 9.65 49.44 26.5

MEDIAN 8.09 9.65 49.44 e
OBSERVATIONS 2 2 2 4
16/6/11  Wiscensin Electric Power (WI) - - --- 12/12 0.0 (6)
10/6/11 Wisconsin Gas (W) - --- - 12712 0.0 (6)
1G6/13/11 South Carclina Electric & Gas {8C} --- - --- /i1 8.5 (M)
10/14/11 Columbia Gas of Pennsylvania (PA) e --- 9/1t 17.0 (B)
11/8/11 Northern Utilities (ME) 7.41 === (12) --- 12/10-YE 7.8 (B,1,12)
11/14/11 Washington Gas Light {MD) 8.09 9.60 57.88 12/1C-A 8.4
11/28/11 Columbia Gas of virginia (VA) - - - 12/16-A 11.1 (Z2,13)
12/13/11 Southwest Gas (AZ) 8.95 9.50 52.30 6/10-YE 52.6 (B)
12/16/11 Avista Corp. {WA) [EE - --- - 3.8 (B)
12/20/11 Vvirginla Natural Gas (VA)} 7.38 10.00 45.36 9/10 15.4 (B)
12/22/11 Northern States Power-Wisconsin (WI) 8.52 10.40 52.59 12/12-A 2.9
Staff 001145
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GAS UTILITY DECISIONS (continued)

RRA

Common Test Year

ROR ROE Eq. as % & Amt,

Date Company (State} e o Cap, Str, Rate Base $ M,
2011 4TH QUARTER: AVERAGES/TOTAL 8.07 9.88 52.03 127.5
MEDIAN 8.09 9.80 52.45 -
OBSERVATIONS 5 4 4 11

2011  FULL YEAR: AVERAGES/TOTAL 8.57 9.92 48.04 436.3
MEDIAN B.09 10.03 52,30 ——
OBSERVATIONS 16 16 13 31

120015 Hearing Exhibits - 01219
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RRA 9.

FOOTNOTES
A- Average
B- Order followed stipuiation or settlement by the parties. Decislon parttculars not necessarily precedent-setting or specifically
adopted by the regulatory body.
CWIEP- Construction work in progress
D- Appiies to electric delivery only
CC- Date certain
E- Estimated
Hy- Hypothetical capital structure utilized
I- Interim rates implemented prior to the Issuance of final order, normally under bond and subject to refund.
M- "Make-whote" rate change based on return on equity or overall return authorized In previous case.
YE- Year-end
Rate change implemented in muitiple steps.
Capital structure inciudes cost-free items or tax credit balances at the overall rate of return.

M

¥

(1) The approved stipulation atso calls for a $2 milllon transmission rate increase based on the same return parameters as the

$8.3 million distribution increase. Consequently, the aggregate Increase was $10.3 million.
{2) Commission decision also required a $12.2 milllon transmisslon rate decrease. Thus, In aggregate, rates were increased by

$2.5 million.
(3) Proceeding is annual update to Rider S, through which the company is permitted to recognize incremental investment in Virginla
City Hybrid Energy Center. The requested ROE is equai to the 11.3% base ROE adopted by the Commission In the company's most
recent base rate case, plus a 100-basis-point adder as approved by the Commission, when it granted the company a certificate
of copvenience and necessity for the plant, The ROE premiurm is to remain effective through the first 10 years of the plant's useful
life.
Proceeding is annual update to Rider R, through which the company is permitted to recegnize incremental investment in Bear
Garden generation facility. The requested ROE Is equal to the 11.3% base ROE adopted by the Commission In the company's most
recent base rate case, plus a 100-basis-point adder as approved by the Commission, when It granted the company a certiflcate
of convenlence and necessity for the plant. The ROE premium is to remain effective through the first 10 years of the plant's useful
life,

(5) Autherized rate increase represents a current cash return on incremental V.C. Summer nuclear ptant CWIP, The increase
Incorporates a previously authorized 11% ROE and Incremental CWIP of $436.7 millior as of 6/30/11.

(6) Company requested no change in base rates for 2012 if the Commission adopted certain company proposais. The Commissicn
adopted the proposals.

(7} Commission determined that for the company's next biennial review period, which will cover 2011 and 2012, 2 10.9% ROE will apply.
This ROE includes a 10.4% base ROE and & 50-basis point premium for achieving certain veluntary renewable portfolio targets.

(8) Reflects blended returns after consideration of incentlves. Without incentives, a 10% ROE and an 8.09% ROR were authorized.

(9} The auvtherized $35.6 million rate increase represents the recovery of a cash return on incremental 2012 CWIP and a preliminary
true-up of the cash return on 2011 CWIP for Plant Vogtle Units 3 and 4 under the company's legislatively-enabled nuclear
construction cost recovery tariff. The requested and authorized $35.6 milllon rate increase Incorporates a previously authorized
11.15% ROE.

(10) Commission order netes an imputed ROE of 9.67%.

{11} Commissicn established a multi-step rider for recovery of costs associated with the company's accelerated main replacement program.

{12} An additional $0.9 mitlicn Increase Is to be effective 5/1/12. Commission order notes an implied ROE of 9.9%,

{13} Multi-step rate Increase to be implemented through a rider assoclated with the company's mutli-year accelerated main replacement
program. Decislon incorparates the return parameters authorized in the company's last base rate case, a 10.1% ROE {42.7% of capital)
and a 7.92% ROR,

(4

—

Dennis Sperduto

Staff 001147
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Florida Power & Light Company

Docket No. 120015-El

Staff"s First Request for Production of Documents
Request No. 20

Page 1 of 1

Q.
Please provide copies of any reports, analyses, or documents that support the coupon rates for
each long-term debt issuance since September 2008 reported on MFR Schedule D-4a.

A,
Please see prospectus covers produced for each debt issuance since September 2008, The entire
prospectus is available under the investor section of www.nexteraenergy.com.

Staff 000206
FPL RC-12
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PROSPECTUS SUPPLEMENT
(To prospectus dated August 3, 2009}

7

Florida Power & Light Company
First Mortgage Bonds,
$600,000,000 4.125% Series due February 1, 2042

Florida Power & Light Company will pay interest on the first mortgage bonds on February 1 and
August 1 of each year, beginning August 1, 2012, while the first mortgage bonds are outstanding. Florida
Power & Light Company may redeem some or all of the first mortgage bonds at any time before their
maturity date at the redemption prices discussed under “Certain Terms of the Olfered Bonds—Redemption”™
beginning on page 5-13 of this prospectus supplement.

Florida Power & Light Company does not plan to list the first mortgage bonds on any securities
exchange. The first mortgage bonds are secured by the llen of Florida Power & Light Company’s mortgage
and rank cqually with all of Florida Power & Light Company’s first mortgage bonds from time to time
outstanding. The lien of the mortgage is discassed under “Description of Bonds—Security” beginning on
page 11 of the accompanying prospectus.

See “Risk Factors” beginning on page S-3 of this prospectus supplement to read about

certain factors you should consider before making an investment in the first mortgage
bonds.

Neither the Seccurities and Exchange Commission nor any other securities commission in any jurisdiction
has approved or disapproved of the first mortgage bonds or determined if this prospectus supplement or the
accompanying prospectus is truthful or complete. Any representation to the contrary is a criminal offense,

Per First
Moctgage Bond Total
Price to Public . .. .. o 99.753% $598,518,000
Underwriting DISCOURt . ... . i e (0.875% $ 5.250,000
Procecds to Florida Power & Light Company (before cxpenses)y ... ... ... 9R.878% $593,268,000

In addition to the Price to Public set forth above, each purchaser will pay an amount cqual to the
interest, if any, accrued on the first mortgage bonds from the date that the first mortgage bonds are
originally issued to the date that they are delivered to that purchaser.

The first mortgage bonds are expected to be delivered in book-entry only form through The Depository
Trust Company for the accounts of its participants on or aboul December 13, 2041.

Joint Book-Rurming Managers

Barclays Capital Citigroup Goldman, Sachs & Co.
Mintho Securities Scotia Capital Wells Fargo Securities

Co-Munagers

KeyBanc Capital Markets Mergan Keegan RBC Capital Markets
UniCredit Capital Markets US Bancorp
The date of this prospectus supplement is December 8§, 2011,
Staff 000207
FPL RC-12
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Filed pursuant 1o Rule 424(b)(2)
Registration Statement Nps. 333160987, 333-160987-01, 13- 16098702, 333-166987.03,
I33-160987-04, 333- 160987408, 333-160987-06, 333-160987-07 and 333 [604K7-0%

PROSPECTUS SGPPLEMENT
(Vo prospectus dated August 3, 2009)

2%

FPL

Florida Power & Light Company
First Mortgage Bonds,
$250,000,000 5.125% Series due June 1, 2041

Florida Power & Light Company will pay intercst on the seeurities on June 1 and December | of each yenr, beginning Tdecember 1, 201 1. Florida
Pewer & Light Company may redeem some or ali of the securities al any time before their maturily date at the rederption prices discussed under "Certain
Terms of the Offered Bonds-~Redemption” beginning on page §-13 of this prospecius supplement,

Florida Power & Light Company does not plan Lo list the securities on any secunties exchange. The securities ave secured by the Tiea of Florida Power &
Light Company’s mortgage and rank cqually with all of Florida Power & Light Company's first mortgage bonds from time 1o time owtstanding, The lien of the
matgage is discussed under "Description of Bonds---Sceurity” beginning on page 11 of the accompanying prospectus.

See "Risk Factors” beginning on page S-3 of this prospectus supplement to read about certain factors youw should consider
hefore making an investment in the securitics.

Neither the Securities and Exchange Commission nor any other sevuritics commission in any jurisdiction has approved or disapproved of the securities or
determined if this prospecius supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Per First
Murigage Bond Fota|
Price to Public 99.910% § 249,775,060
Underwriting Discount 0.875% % 2,182,500
Proceeds to Florida Power & Light Company (before cxpenses) 99.035% 3 247,587,500

In addition to the Price to Public set forth above, each purchaser will pay an amount equal to the intercst, if any, acerued on the securities from the date
that the securities are originally issued to the date that they are delivered to that purchaser.

The securities are expected (o be delivered in book-entry only form thirough The Depositery Trust Company for the accounis of its participants on or
about June 14, 2611,

Staff 000208
FPL RC-12
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;-;\z{p;}‘if%_“l‘Uf’; SUPPLEMENT
. pigs dated Angnst 3, 2044}

Wi [ERS 74N

i

Florida Power & Light Company
First Mortgage Bonds,
$400,000,000 5.25% Series due February 1, 2041

Plosida Power & Light Company witl pay interest on the seenritics on February 1 and August L of each
. pweginning Februaty 1, 2011, Florida Power & Light Company may redeem some ot all of the securitics
e e hefore their maturity date at the redemprion prices discussed nader “Certain Terms of the
ot tonds--Redemption” begin ning on page S-140 of this prospevius supplement.

Dot Power & Lioht Company does not plan to list the seeurttics on any securities exchange, The
Cslics are seeured by the dien of Ulorida Power & Light Compay's mortgage and rank equally with all of
s Power & Light Company's first movigage bonds from time to time outstanding. The en of the
wrieaee is discussed undey “Dieseription of Bonds—Security” beginning on page 1l of the accompanying
vhspeeins.

See “Risk Factors™ beginning on page §-3 of this prospectus supplement to read about
cerinin factors you should consider before making an investment in the securities.

seither the Securities and Exchange Commission nor any otlier securities commission {n any jusisdiction
S approved or disapproved of the cecurities or determined if Lhis prospectus supplement or the
compaemying prospectus is truthful or complete. Any representation o the contrary is a criminal offense,

Per First Mortgage

) Bena o Tl
Eiftx 1 PRI o e e e e e e 099, 752% %399 008,000
Ul wriing DNSCOUNT . o o v e e e s s s 0.875% $ 3,500,000
faweals 1o Florida Power & Light Company (before CXPCRERSY oo x e OR877% $393,508,060

I addifion to the Price to Public sct forth above, each purchascr will pay an amount equal to the
oot any, acerued on Lthe securities from the date that the secutitics ave originally issued Lo the date
“biley are deliveted Lo thal purchaser.

Vhe securities are expected Lo he delivered in hook-entyy only form through The Depository Trust

mipany Tor Lhe necounts of ks participants on or aboui December 9, 201

Joint Bovk-Ruiming Managers
oyl T 4 o - 2% i - 5 .,
vedid Agricole CIB Mizuho Securities USA Inc. Seotia Capital

US Bancorp Wells Fargo Securities
Co-Managers

BIAVA Speipted ‘ . . Y
A Serapities  BNY Mellon Capital Markets, LLC Toop Capital Markets UBS Taveshinent Bank

The dale of this prospecius supplement 1 Pocember G, 2HHE

Staff 000209
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PROSPECTUS SUPPLEMENT

(o prospechis dated August 3, 2009)

ggﬁgﬁﬂii
Florida Power & Light Company
First Mortgage Bonds,
$500,000,000 5.69% Series due March I, 2040

Florida Power & Light Company will pay interest on the securities on March 1 and September | of cach
vear, beginning September 1, 20100, Florida Power & Light Company may redecm some or all of the
seenrilies at apy time before their maturity date at the redemption price discussed under “Certain Terms of
ihe Offered Bonds—Redempiion™ beginning on page -5 of this prospecius supplement,

Fiorida Power & Light Company does not Pian o list the securitics on any securities exchange. The
cevries are seeured by the Tien of Florida Power & Light Company’s mortgage and rank equally with all of
Flonida Power & Light Conpany’s first mortgage bonds from tme o tme outstanding, The lien of (he
wrlgige 18 discussed under “Description of Bonds—=8ccuri ly” beginning on page 11 of the aceompanying
"a];)}i;)L?LflUS.

See “Risk Facters” beginning on page 2 of the accompanying prospectus (o read aboud
cerfain factors you should consider before making an investinent in the securities.

-

Neither the Securities and Exchange Commission nor any other securitics commission in any jurisdiction
b approved or disapproved of the seeurities or determined if (his prospeclus suppiement or Lhe
secompunying prospectus is truthful or complete. Any representation Lo the contrary is a criminal offensc.

Per Firsi Muortgage

L. S L
Poceto Public oo 99.806%% $499 330,000
ndevwnting Discount ..o L0 (.875% § 4,373,000
Proceeds to Florida Power & Light Company (betore expenses) ... ... . 98.991% $494,955,000

In addition to the Price (o Public sel forth abave, each purchaser will pay an amount equal to the
mlerest, if any, accrued on the securities from the date that the securitics are ariginally issued 10 the date
that they are delivered (o that purchaser.

The seeurities are expected 0 be delivered in hook-cniry only form through The Depository Trust

Lompany for the accounts of its participants, including Euroclesr and Cleavstream, Luxembourg, on or ubout
Feheunry 9, 2010

Joint Beok-Running Manogers

BafA Merrill Eyuch Citi Credit Suisse Mitsubishi UFJ Securities
Co-Managers

VA Securities KeyBanc Capital Markets Santander

The Wiltianyy Capital Group, LB LLE, Bancorp Investments, tnc. UniCredit Cap#tal Markeis

The date of this prospectis supplement s Febroary 3, 2016,
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iurda Power & Light Company will pay fnterest on the sceuritics op Aprib 1 aad Ociober 1 of each
o begamiag October 1, 2009, Florlda Power & Light Company may wedeem some or all of the securities
C e 1‘"IE’|C: before their matority date al the redemption price discussed nnder “Certain Terms of the
Gieved Ronds-—Redemption” beginning on page $-8 of this prospectus supplement.

Fiorida Powei & Edght Company does not plan to list the sceuritics on any securitics exchange. The
vt are secured by the len of Florida Power & Light Company’s mortgage and rank equally with all of
el Power & Light Company’s first morgage bonds from time (o time outstanding. The licu of the
¢ 15 discussed under “Deseription of the Bonds—Securily” on page 8 of the accompanying

-

g lug,
see “Risk Factors” beginning on papge 8-3 {0 read aboui certain factors you shoukd
comsider before making an investment in the sseurities.

Meither the Sccuritics and Exchange Commission nor any state securitics commission has approved or
disapproved of the seeurities or determined if this prospectus supplement or the accompanying prospectus is
waihiful or camplete. Any representation to the contrary is a criminal offense.

Eer Fivst

Morigage
Bond total
Prive ta Pablic o000 RAYRY KA 3490633 ,000
Uaderwriting Discouns .. .o 00 08754 Foo4375,000
Proceeds o Florida Power & Light Company (before expenses) ... ... ., .. .. U9.052% $495,260,000

I addition to the Price 1o Public set forth above, each purchaser wili pay an amount equal o the
mlviest geerued, if any, on the securities rom the date that the sccurities are originally issued to the date
thal they are delivered to that purchascr.

The securities are expected Lo be delivered in bouvk-entry only form through The Depaository Trust
tulpany, on or about March 17, 2009,

Joint Book-Running Managers

BEDY T ollan Capital Markets, LLO CALYORN LB Morgan
Mitsubishi UFJ Securities BBS Greenwich Capital

Co-Managers

LBV Somniting : . . N ) )
Voo Boeeritieg Commnerzhank Corporates & Markels Wargan Besgan & Coaipiug, ine
SOUIETE GEMNERALR The VWilliaws Capital Copup, B2

The date of this prospecius supplement is March 11, 2009,
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Fiirst Mortgage Bonds,
$600,080,000 5.95% Series due February 1, 2038

Florida Power & Tight Company will Paty interest on the securities on February 1 and Augusi 1 of cach
year, begmning August 1, 2008, Florida Power & Light Company may redeem some or all of the seeurities ai
ary time betore their maturity daie at the redemption price discnssed under “Certain Terms of the Offered
Honds-—Redemption” beginning on page 5-4 of this prospectus supplement,

Clorida Power & Light Company does not plan fo lisi the securities on any securilies exchange. The
winies are secured by the lien of Florida Power & Light Compeny’s mortgage and rank equally with all of
Vlerkd Power & Light Company’s fiis movtgage bonds from time to tme autstanding, The lien of the
eipage s disenssed under “Description of the Bonds— Security” on page & of the accompanying
[RERI I MEN 1S

see “Risk Tactors” heginning on page 2 of ihe accompanying prospecius to read about
evviain factors you should consider before making an investmient in the securities.

teither the Securities and Exchange Commission nor any stale securities commission has approved or
deapproved of the securities or determined if this prospectus supplement or the accompanying prospectus is
futhial or complete. Any representation to the conirary is a criming offense

Per First Morigape

Lo pemd okl
S Pblie. M 43609 $596,736,000
| rting Discount LoD (L9759 £ 5,250,000
Frceds o Flurida Power & Light Company {before BXPENSCS} L L. L, 98.581% $591.486.000

In addition to the Price to Public set forth above, each purchaser will pay an amount equal 1o the
lerest acerued, if any, on the securities from the date that the securities are originally issued to the date
hal they are delivered to that purchaser,

_ ‘i‘hc securities are expected to be delivercd te the underwriters in book-entty only form through The
’-’*?}mmmry Trust Company, on or about J anuary 16, 2008,

Joui Book-Running Maonagers

0 Meorgan Stasley Wachovis Secariiies
Co-Manugers
P unital Markets, {nc, Denische Bank Secuyities HERC
ks aacge, g N . . w g -l Ly
moyBaue Capiga) Markets Lazard Capital Markets Wells Favgo Securities
The date of this prospecius supplement is Januvarv 10, 2108,
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Consensus Still Sees Modest Economic Grogv_t_l!, But Downside Risks Are High

Domestic Commentary Consensus forecasts of (LS. cconomic
growth this quarter and next increased during the past month bt
expectations for growth over the remainder of the forecast horizon
were little changed. Most panelists continue to anticipate modest but
gradually improving growth over the forecast horizon but acknowl-
edge the existence of downside risks given the deteriorating situation
in Evrope, signs of slowing aclivity in Asia and the petential for
greater-than-anticipated fisca) retrenchment in the 1).8.

Based on our November 22,53 survey, the consensus now predicts
real GDP prowth of 2.79% (saar) in the currenr quarter, 0.7 of a per-
centage point preater than estimated a month ago. That compares
with dawnwardly reviged growth of 2.0% in Q3, according 10 the
povernment’s second estimate, The downward revision stemmed
frem lower than initially reported business inventories. Indeed, in-
veutorics are now reported to have contracted by $8.5 billion versus
an imtially reported $3.4 billion increase, Estimated Q3 growth in
real final sales (GDP minus inventories) remained at 3.6%. Modest
downward revisions in personal consumption and fixed business
investment were offset by a namower net expart deficit. Real gov-
ermnent spending and investment was downwardly revised to show a
0.1% contraction. That marked the fourth consecutive quarterly de-

cline, the first such occurrence since the beginming of the Viemam )

War wind-down in 1971, A contraction this quarter would mark the
first five-quarter string of declines since the end of the Korean War,

Discouragingly, real disposable personal income is now reported to
have contracted 2.1% in Q3. Moreover, based on revised estimates of
wages and salaties, personal taxes, and contributions to government
social msurance for Aprii through June, the government revised jis
Q2 cstimate of resl DPI from ar increase of 0.6% to a contraction of
0.5%. As a cansequence, rea) gross domestic income (GD1), arguably
4 better indicator of an economy's health than GDP, rose just 0.2% in
Q2 and 0.4% in Q3.

GDP growth in the current quarter is likely to be supported by real
PCE growth on par with that in Q3 but much stower growth in busi-
ness spending ont equipment and structyres. Pirchases of consumer
goods, aided by better vehicle sales, will likely be strouger in Q4
than in Q3. However, consumer spending on services is likely to be
slower given that such spending in Q3 was the fastest seen in some
years. While the level of real PCE in September was comfortably
above its Q2 average, suggesting solid momentum going into Q4, the
0.1% gan i October was 4 disappointment, causing some analysts to
pare their estimates of growth during the final quarter of the year,

Analysts’ estimates of business investment in Q4 have come down,
October core capital goods orders, a teading indicator of capital
spending, fell 1.8%, the biggest monthly drop since January, More-
over, core capital goods shipments, an input into GDP, contracted
1.1% after falling 1.0% in Sepiember, That marked the first back-to-
back monthly declines smce January and February of this year,

A rebound in business inventories will likely be the biggest contriby-
for to GDP in current quarter, hut some of the increase may turn out
{0 be unintended. A further narrowing of the trade deficit also should
idd 1o GDP in Q4. However, real final sales during the quarter
should fall well short of the 3.6% advance registered last quarter.

oaking beyond the current quarter, the consensus predicts rezl GDP
MUl grow 2.0% in Q1 2012, 0.2 of a pont stronger than forecast Jast
nonth. Growth of 2.1% and 2.4% is forecast for Q2 and Q3 of next
‘ear, nnchanged from a month earlier. The consensus forecast of real
iDP growth in the final quarter of next year rose 0.1 of a percentage
'wint this month to 2.7% but the forecast of growth in Q1 2013
lipped by 0.2 of a point to 2.6%.

itical to the outlook for Erowth in the first half of next year is
hether Congress approves an extension of this year’s two percent-

age point reduction in workers’ payroll taxes and/or the long-term

unemployment benefits program, both of which expire at the end of

December. The recent faifure by the so-cnlled “Super committee” to
come up with a $1.5 trillion long-term debt reduction plan, likely
teduced the odds that these programs will be extended, Nonetheless,
Most analysts’ estimates of cconomic growth next year still assume
that Congress will act in the next couple of weeks to at Jeast extend
the payrall tax holiday. Absent such aclion, growth in DPI and PCE
next year is tkely to fall well short of current consengus assumptions.

tn the longer-run, the failure of the Super Commitiee to strike a deal
WIgEeTs automatic discretionary and defense cuts of §1.7 trillion over
& years, beginning in January 2013, While same politicians are al-
ready devising ways to circamnvent the cuis, the President and leaders
of the House and Senate have so far signaled their intention to stick
to the original deal. Each are likely posturing given it is an election
year, but further fiscal restraint in 20173 seemns highly likely,

As expected, the Federal Open Market Committee Jeft policy un-
changed ar its November 1%.2m meeting but left the door ajar to fur-
ther stimultus given an uncmployment rate that remained “clevated,”
and “significant downside risks to the economic outlook, including
straing in global financial markets. The unchanged policy stance
comes in the wake of the Fed's conditional promise in August o
leave its federal funds rate target at 0%-0.25% untif at [east mid-2013
and the announcement in September of plans 10 setl $400 billioy of
shorter duration assets on itg balance sheer, replacing them with an
equal amaunt of longer maturity Treasury notes by next June,

Minutes of the November meeting did reveal further discussions on
ways {o improve Fed communication of its policy intentions, Among
the options discussed was conditional guidance on policy based upon
“numerical thresholds™ for mflation and unemployreent, Alse dis-
cussed was the idea of targeting nominal GDP as an intermediate
policy objective, but this idea did not seem to garner much support.
While no decisions were made in November on a revamped commu-
nications strategy we may sec something come out of the FOMC's
December 13™ meeting.

Some influential FOMC members continue to talk up the possibility
of additional quantitative easing (most likely purchases of mortgape-
backed securities), bit a near-term mave in that direction seems
wilikely unless the cconormny is shocked by events in Europe or fuil-
ure to extend the payroll tax holiday, Rapid deterioration of the sitna-
tiont in Ewrope that evolved into a global credit crunch also would
likely prompt the Fed to resctivate some of the lguidity enhancing
mechanisms successtully employed during the second half of 2008
and first half of 2009,

Along those lines, the Fed recently launched its third round of bank
stress tests, forcing the largest institwtions to gauge whether they
could withstand a sharp deterioration in the economy characterized
by plunging equity markets, a sharp widening of credit spreads and a
significant jump in the unemployment rate. The results will
determine whether regulators will allow the banks to boost dividends
and/or announce share buy-backs in the coming year, Banks are
required to suhmit their plans to the Bed by January 9™ Full results
of the tests will be reteased in March,

Consensus Forecast The FOMC is expecied by the consensus to
Jeave its fed funds rarget unchanged nntil nid-2013. Additional
quantitative easing by the Fed is assumed by about haif of our panel
ists. The economy is cxpected to grow modestly over the forecast
horizon but downside risks remain considerable. Inflation is expected
to ease in 2012 (see page 2).

Special Questions On page 4 are results of our twice-yearly long-
range survey resulls with forecasts for the years 2013 through 2017
and averages for the 5-year periods 2013-2017 and 201 §-2022,
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Consensus Forecasts Of U.S. Interest Rates And Key Assumptions’

------------------------------------ History Consensus Forecasis-Quarterly Avg,

------- Average For Week Ending---—-  -—-Average For Month---- LatestQ | 4Q 1@  2Q 3Q 4Q 1Q

Interest Rates MNov.25 Nov.l¥ Nov.ll Novd Oct Sep. Aug. 302011 | 2011 2012 2012 2012 2012 2013
Federal Funds Rate 0.08 0.08 0.08 0.08 0.07 0.08 0.10 0.08 01 01 01 01 01 0.2
Prime Rate 3325 325 325 3.25 3.25 335 3.25 3.25 33 33 33 33 33 33
LIBOR, 3-mo. 0.51 047 0.45 043 0.41 0.35 0.29 0.30 64 04 04 04 04 0S5
Commergial Paper, f-mo. 0,10 0.10 0.11 0.11 0.0v 0.08 0.11 0.0 &1 01 ¢2 062 02 03
Treasury bill, 3-mo. 6.02 0.01 0.01 0.0t .02 0.01 0.02 0.02 00 08 01 &1 61 0.2
Treasury bill, 6-mo. 0.05 0.04 0.04 0.04 0.05 0.04 0.06 0.06 61 61 01 02 02 03
Treasury bill, 1 yr. 0.1 0.11 0.19 0.12 .11 (.10 0.11 G.13 0.1 0.2 0.2 0.3 0.3 0.4
Treasury note, 2 yr. 027 0.26 0.25 0.23 0.28 0.21 0.23 .28 63 03 04 05 06 07
Treasury note, 5 yr. 091 0.90 0.90 0.91 1.06 0.90 1.02 £.15 1.0 11 12 13 15 1.6
Treasury note, 10 yr. 1.95 2.02 2.05 2.07 2.15 1.98 2.30 2.43 21 22 23 24 26 17
Treasury note, 30 yr. 2.93 3.04 1.08 3.7 313 3.18 3465 3.70 31 3 33 35 37 38
Corporate Asa bond 3.85 3.89 3.88 3.84 398 4.09 4.37 4.46 4.9 4.0 4.1 4.2 4.3 4.4
Corporate Baa band 5.13 5.16 5.12 5.1 5.37 5.27 5.36 5.46 52 82 53 584 585 §5%
State & Local bonds 4,07 4.09 4,02 4.02 4.13 4.01 4.02 4.18 49 41 41 42 43 43
Home mortgage rate .98 4.00 3.99 4,00 4.07 4.11 4.27 4.31 40 41 41 42 44 45

S — -History.m—-- Consensus Forecasts-Quarterly

4Q 1Q 2Q 3Q 4Q 1Q 2Q 3G 4Q 1Q 20 30 4Q 1Q

Key Assumptions 2000 2010 20010 2000 2010 2011 2000 2011|2011 2012 2012 2012 2032 2013
Major Currency Index 72.8 74.8 77.6 75.9 730 715 69.6 65.9 1.8 711 713 720 20 T
Real GDP ) 38 39 38 25 23 04 1.3 20 27 20 21 24 27 1.6
CGIDP Price Index k1 1.5 1.5 1.4 1.9 2.5 2.5 2.8 1.8 19 1.9 20 29 2.1
Consumer Price Index 2.7 1.3 -5 1.4 2.6 52 4.1 3 1.8 21 21 23 22 23

Forecusts for interest rates and the Federal Reserve’s Major Currency Index represenl avesages for the quarter. Foracasts for Real GDP, GIP Price Index and Consumer Price
Index are seasonally-adjusted annual rates of change (soar). Individual panel memhers” forecasts are on pages 4 through 9. Historical data for inlerest rates except LIBOR is from
Federal Reserve Release (FRSR) M5, LIBOR quotes availabie fiom The Wall Street Journal, Interest rate definitions are the same as those in FRSR H.15. Treasury yields are
reporied on a ceastant maturity basis, Hintorica) dara for the Fed's Major Currency Index is from FRSR H.10 and G.5. Mistorical dwa fur Real GI?P and GPP Chained Price Index
are from the Burean of Economic Analysss (BEA). Cunsumer Price index (CPE) history is from the Department of Labor’s Bureau of Labar Statistics (BLS).

4.5, Treasury Yield Curve
Waek endad November 25th, 2011 and Yaear Ago vs.
40 2011 2nd 10 2043 Consensus Forecasls

U.8. 3-Mo. T-Bills & 10-Yr. T-Note Yield

4 .50 4.50
Year Ago J
400 4 —d¥—Waek anded 11/25111 1 4.00
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Corporate Bond Spreads
As of week ended Novarnher 25th, 2011
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----------- 3-Maunth Interest Rates'-eeuncmemmsnne
e eee-HiglOTy = ee e Consensus Forecasts
Month  Year Months From Now:
Latest:  Ago! Apo: 3 6 12
.71 0.55 0.65 0.44 0.39 .39
.40 0.21 0.32 $.24 0.24 0.24
1.15 1.02 .75 0.88 0.77 6.77
(.23 0.20 (.50 0.1¢ 0.10 .10
1.30 1.69 1.62 1.13 0.93 0.95
4,70 4,95 496 4.50 4.30 4.43
1.58 1.76 1.16 (.85 0.80 0.82
ey 10-Yr. Government Bond Yields’—--
----------- Histony---cmmmeee Consensus Forecasts
Month  Year Muonths From Now:
Latest: AgD: Agp: 3 & 12
1.97 2.13 2.9 2.04 .23 1.64
2.25 2.06 21 1.87 .01 2.28
1.04 1.02 1.16 1.05 1.08 1.17
2.51 2.51 136 2.31 242 1.73
3.69 3.19 314 4.0% 4,08 4.31
7.37 5.96 4.44 6.20 6.30 6.36
0.90 1.03 1.68 0.95 1.1 1.27
2.1 2.28 3.16 236 153 1.02
191 4.48 5.50 4.37 4,51 494
6.71 5.54 5.20 6.43 6.49 6.47
——eem—e——Foreign Exchange Rates' on-—mev
------------- History---------- Consensus Forecasts
Month  Yem Maonths From Now;
Latest:  Ago: Ago: 3 6 12
72.280 70,870 T3.185 | 715 71.8 1.0
76.930 76.100 834950 | 777 774 795
1.5783 1.53945 1.5961 | 1.57 1.59 1.64
09159 (.8852 09979 | 0.92 0.92 0.92
1.0260  1.0090  1.0226 | 1.1 .99 0.97
1.0036 1.0330 (.9846 | 1,00 1.01 1.04
1.3521  1.3873 13654 | 1.33 1.34 1.37
Consensus Consensus
3-Month Rates 10-Year Govt
vs. 11.S, Rate Yields vs. 1.8, Yield
MNow In 12 Mo, Now In 11 Mo,
-(,3] «0.14 Germany 0.28 -0.36
0.44 0.38 Japan .93 -1.47
-0.48 -0.29 LK. 0.54 0.10
0.59 0.56 France 1.72 1.67
399 4.04 Italy 5,40 .66
0.84 0.44 Switzerland  -1.07 -1.37
Canada 0.14 038
Australia 1.94 2.30
Spain 474 3.83

Forecasts of panel members are on pages 10 and 11, Definitions gf vari-
ables are as follows: 'Three month rate on interest-earning money mar-
ket depasits denominated in selecied currencies, *Government bonds are
vields to maturity. Foreign exchange rate forecasts for UK., Australia
und the Euro are U5 dollars per currency unit. For the U8 dotlar, fore-
casts are of the U.S. Federal Reserve Board's Major Currency Index.

internatipnal Commentary The Eurozone's debt crisis intensified
sharply over the past month as global money mangers dumped hold-
ings of European govenment and bank debt. Especially troubling was
the rapid spread of the crisis from periphery members to the zone's
core, The seliing pushed 10-year government note yields in Italy to
well in excess of 7% and yield corves arc now inverted in Italy, Tre-
land, Greece and Portugal — a historically accurate harbinger of reces-
sion. Meanwhile, French, Dutch, Austrian and Gorman government
yields have turned skywsrd, the latter in part because of a failed auc-
tion that forced the Bundesbank to step in and buy bunds. Wholesale
bank lending for Burope is effectively drying up as tirms frot about
counter-party risks, forcing increasing numbers of institutions to rely
on the ECB for their day-to-day funding requirements. Ominously, the
forced sciling of debi and surging borrowing costs in Europe are in-
creasingly reminiscent of the months leading up to the financial crisis
in the fall of 2008 and are prompting some analysts to openly specu-
late about an inevitable bresk-up of the Eurozone.

Despite the intensifying crisis, Germany so far remains opposed to
issuance of Eurcbonds backed by all member slates or magsive pur-
chases of sovereign debt by the Furopean Central Bank untit real fis-
cal umion is achieved by way of treaty changes that impose strict
budgetary rules on member statcs and automatic sanctions if those
tules are broken. IHopes that the upcoming December 9 Eurapean
Summit might produce definitive solutions 1o the crigis are fading. So,
ton, have hopes that the European Financial Stability Fund might at
least buy time for necded reforms since it is not yet operational, is
unlikely to be sufficiently Jeveraged to do much good, and might itself
have difficulty issuing debt, While the International Monetary Fund
recently announced a new rapid-fire credit line aimed at "breaking the
chains of contagion,” ard is rumored to have readied a massive loan to
finance ltaly over the next 12 to 18 months while it implements
budget cuts and growth-boosting reforms, the UJ.S. and other IMF
mombers are unlikely to pony up the vast sums of money actually
needed to solve what is seen as Europe’s problem.

in the short run, the ECB is likely to continue its purchases of sover-
eign debt in limited amounts, follow-up its Novembet 3™ eut in inter-
est rates with another 25 basis point reduction in the refi rate on De-
cember 8%, and possibly announce an extended liquidity operation for
banks in conjunction with a broadening of eligible collateral. While
real GDP in the Eurozone managed to increase 0.9% (saar) in Q3, the
currency zone likely lapsed into recession beginning this quarter, eas-
ing ECB policymaker's inflationary concerns and likely paving the
way for futther interest vate cuts during the first half of 2012,

At its Novemnber mecting, the Bank of England left the repe rate at its
historic low of 0.5% and the size of its quantitative easing program at
GBP 75 billion. Minutes from the meeting were lesy dovish than ex-
pected by some analysts but a further expansion of the Bol's QE
program is likely early next year if the Burozone’s debt crisis contin-
ues to intensify, UK. GDP ends up contracting in the current quarter,
and inflation continues to slide from its September peak as the influ-
ence of the temporary factors recedes and downward pressure from
unemployment and spare capacity persists.

The Reserve Bank of Australia cut its cash rate 25 basis points to
4.5% on November 1% Minutes revealed that “material changes” fo
the inflation outlook, combined with downside risks to the global
economy, prompted the RBA’s shift 1o a more neutral policy setting,

The Bank of Canade policy shifted to neutral in late October by aban-
doning mention of the potential need for removal of pelicy stimulus
and by downgrading its economic growth and inflation outlook. Given
the uncertain outlook for global growth, BoC policy is likely fo re-
mair: on hold for the foresecable future with its ovemnight policy rate
stuck at |.0% (see pages 10-11 for individual panelists’ forecasts).
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Fourth Quarter 2011

Interest Rate Forecasts Key Assumptions
et Qe [y o | 0 X
2 e Loag: Tem: el -~ e [ SAAR o -
Financial Forecasts 1 2 3 L] 5 6 7 B 9 10 " 12 13 1 15 A B, c D.
Panel Members Federal  Prime  LIBOR  Com  Treas. Treas. Treas Troos. Tieas. Troas. Treas.  Am Baz Stated Home |Fed's Major GDP Cons,
Funds Bank  Rate  Paper  Bills Bills Bils  Noles Noks Noles  Bond Cop.  Gomp.  Loca Mig. Currency | Real Prica Price
Rale Rala  3Mo 1Mo, 3Mo. BMo. 1YL 2Yr SYre  10vr 3-Yi. Bond Bond Bonds  Rate § Index GoP ingex Index
Bark of Toyko-Milsubishi UFJ 03 H 33 0.5 02K 01 01 02 0.3 1.0 21 3.2 42 54 H 18 40 .o 3.0 22 1.0
Swiss Re 03 H a3 03 1L 0OL od Q.2 0.3 1.0 0 30 40 63 na 40 na 25 08 i
Seclishank Group 63 H 33 na ng 00 L na na 03 1.0 1L 291 m na na na na 23 15 28
Cyciedsta Corp. 0.2 33 04 01 L 00L 01 02 03 1.0 2.2 31 4.0 53 LEi} 4.0 o 27 1.9 3.0
Fannie Mae 0z 33 na e 00 L na na na ng 21 32 1.0 na na 41 na 25 18 1.8
JEMorgan Frvale Banking 02 33 0.5 a1 b paL 01 {435 T < 1.1 22 3.2 41 54 H 4.0 41 723 KEV) 20 21
Narofl Economic Advisars 0.2 33 (V] 011 00t o 01 L 03 1.0 21 ot j A0 6.3 4.1 40 720 36 2.5 kR
JW, Coens Advisors LLE 01 L 33 0.5 02H 00L 09 01 L 03 1.0 21 31 39 $2 na 41 704 8L 22 2.3
BMO Capilal Markels &1L 33 c4 0L Q0L O 01 L 03 og L 23 30 39 52 41 41 120 30 12 18
Economis! Intelligence Unit 01 L 33 (e} 1L 00l 0t 1t 03 06 L 20 30 na na 03 40 na 20 na 11
Hank of Amevica Marili | ynch 01 L na 65 na 01 na ng 0z L 10 23 H ra na ng na na na 30 16 15
J P Maorgan Chase 91 L na 04 na 00 L ma na 03 e L 20 2L m na na na na 3.0 10 a?
URS 1L ma 04 na 01 na ng 02 L 10 19 a0 na na na na na 20 10 06 L
GLC Financial Economics gL A8 04 Gt L 00L 01 01 L 03 1.0 21 31 39 53 4.4 40 12.2 18 L 18 19
SunTrust Banks 0t L 33 U4 1L o1 0.2 03 H 04 12H 23 H 33 41 52 45 H 40 na a 28 ITH
Barclays Capital 01L a3 05 G2 DOL 0DOL O1L 03 11 23 H 33 40 5.1 4.2 42 H na 25 1.9 1.2
RDQ Econemics 01 L 332 0.5 61 L BOL LOLDIL D4 1.0 22 a2 40 63 4.1 4.0 na 3.0 2.2 1.5
Wells Fargo . b1 L 33 0.5 02H 00L COL 01fL 03 10 20 340 KB ) 5.2 4.1 4.0 74.0 31 22 1.5
Goldman Sachs & Co 1L 33 05 na 63 H ns na 03 1.1 Z3H 30 36 L  na na dg L na 20 16 19
Daiwa Capital Markets America 0t L 33 0.5 a1 L 0 01 02 03 10 24 33 s 5.3 4.0 40 720 23 i 25
MhacroFin Analytics 01 L 33 .5 01t gL 04 g1 L 03 1.0 ra b 39 51 4.1 4.0 Fa R 2.4 18 25
Nat'l Assn. of Realtors 01 L 33 03 02H 0DOL 00L 041L 03 1.0 24 32 4.0 53 42 4.1 na 28 22 28
Woadworth Heldings 1L 33 05 Q1 L toL 01 61 L 03 og L 21 31 39 52 41 4.0 3.0 20 18 1.0
Action Economics LU0 I S} 05 i L 0OL 04 611 03 1.0 21 31 4.0 52 40 40 720 30 05 L 17
Mesirow Financial o1t L 33 04 0L 00L O05H 01L 02 1.0 24 32 A0 22 4.0 4.1 7.8 24 4 18
Wintrust Weallh Manageren! 01 L 33 0a G2 H a1 a1 ¢1 L 03 gL 20 e a3 52 39 39 1 69.1 L 26 1.2 1.9
Russel Investinents 011 33 04 02H 0 01 01t 03 1.0 20 R 39 52 40 4.1 124 28 23 22
Threcgald £ canomic Assoe 01 L 33 0.3 01 L 01 01 01 L 03 1.0 2.2 32 4.1 51 3B 4.1 10.0 20 1.2 22
Keliner Ecoriomic Advisers 01 L 33 0.2 02H 01 0.1 01 L 0 12H 19 28 L 39 49 L 42 4.9 70.0 30 20 22
Georgla State University 0y L. 33 na na 0.1 01 Q.2 0.3 1 20 32 38 54 H 40 na 2.2 14 25
FidgeWarlh Investnents 01 L 33 05 01 L 0oL 01 a1 L 03 10 20 3.2 4.0 53 I L A0 g 30 1.8 o8
Wells Capital Managemenl 61 L 33 0.5 1L oL b g1 L 03 140 21 30 38 5.1 4.1 4.0 71.9 39H 23 20
PHC Financial Services Corp. 6L 33 05 na 0OL 00L 01L B2L 10 24 na ng na 4.0 4.0 693 25 1.3 1.5
Cxiord Economics 01 L 33 04 na co L 04 01 L 03 0a L 21 33 40 na na 41 729 26 5 29
The Nedharn Trust Company o1 L 33 Q0L na GO L na 02 0.3 11 24 3t na na na na na 22 14 16
RES Secuilies 0t L 33 06H 01L Q0L O3 01 L 03 1.0 249 31 39 5.2 4.1 40 25 32 H 16
ClearView Ecanomics 01 L 33 05 AL 0oL 01 01 L 03 1.0 b | k8] 3.0 53 a.1 40 s 26 1.5 1.0
Chmura Economics & Analytics 01 L 23 08 i L 6oL 01 01 L 03 1.0 21 3t 38 na na 40 751 Hl 26 21 20
Moody's Analytics oYL 33 05 b2zH 0oL 04 03H 06H 12H 23H 37+ 43 H 54 H na 40 na 26 26 1.0
DePrince & Assaciates 0.1 L 33 0.5 01L 00L 01 01 L 03 1.0 21 kR 3.9 52 4.0 40 73 32 2.0 17
Fierpont Secuniips Y L 33 0.5 01l 00L 01 oYL 03 1.0 21 34 39 52 4.1 40 T2.6 K 0 1.8
Leomis, Sayles & Company 91 1L 33 0.6 0iL 00L Q0L OtL 03 10 20 i 39 52 4.0 a0 7.3 30 17 17
Nomura Securiies, Inc e i G O | D4 1L 00L ©1 o1 L 03 10 21 31 39 53 na 40 .4 30 1.2 V.2
Stune Harboi investment Pantners 01 L 33 0.4 ciL esL e o1 L 03 10 2.0 30 39 52 na 42 H 71.0 28 1.9 19
Comerica Bank ot L 33 04 na oL o 01 L 03 1.1 2.2 3.2 na na na 41 na 31 23 25
Sociale Ganeralo 91 b 33 0.4 c1L 00L O 01 L D2L Q9L 20 30 a1 53 na 3oL na 2.5 18 08
Moody's Capital Markels Group 91 L 33L 04 CiL 00L o1 02 0.3 1.0 2.0 30 39 53 4.0 40 nr 28 15 1.5
December Consensus 01 33 04 01 00 01 04 03 10 21 31 40 52 4.0 40 7.8 | 27 18 18
Top 10 Avg. 02 33 0.5 62 0.1 01 02 04 A 22 33 41 53 42 41 731 32 2.5 28
Bottom 10 Avg. 0.1 33 03 0.1 0.0 0.0 0.1 0.2 6.8 2.0 30 38 51 39 40 0.4 20 1.4 09
November Consensus 0.1 13 0.4 0.1 0o 0.1 02 03 1.1 2.2 32 4.1 54 43 41 71 20 18 1.8
Mumber of Foracasts Changed Erom A Month Avg:
Down 1 0 2 12 16 16 16 18 34 an 34 iz 24 13 24 [} 1 12 1)
Same 34 44 10 15 P 2 21 22 9 " 6 6 [ 9 9 ¥ 8 L] H
Up 2 0 3 8 5 ] 4 6 3 G & 1 4 [} ] 16 38 16 16
Diffusion Index 0% 50% B4% 4% W% 3H0% W% IT% 15% 4% W% 0% 2% W% 32 %) 07 % 83% 54 % 45 %
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First Quarter 2012

Interest Rate Forecasts Key Assumptions
p T e i s s s e oo TCONE PRr ADNUM -~ Average For Quarier . Avg Far .
) Blue Chip R t: 111 B (111 I e cnlermediate-Term—- - e [y ooy -1 S
Financial Forecasts 1 2 3 4 5 ﬁ 7 8 8 10 1 12 3 14 15 A
Panel Members Federal  Frime  LIBOR  Com  Treas  Treas  Treas. Treas  Treas  Tress Traas Aag Baa  Swted Home |Fed's Maior
Funds Bank  Rate  Paper  Bills Bills Gills  Notes Noles Notes  Bond Cop.  Corp. Local Mig. Currency
Rate Rate  3-Mo Mo,  3IMo  6Mo.  1Yr 2-¥r. SYr WY 30-Yr, Bond  Hend Hongs  Rate $ Index GDP index  Index
Bank of Toyko Mitsutkshi UFJ 03K 33IH 05 0.2 (B} 01 L 02 03 13 26 16 43 57T H 40 4.4 .o 28 24 25
Swiss Ra 03 H 33 0.3 01 L Q1 01 L 02 0.3 1.0 22 iz 4.4 54 na 4.2 na 43 L 02 L 024
Scoliabank Group 03 H 33 na na (8] na na 04 1.2 1.9 30 na na na na na 15 18 22
E Cycladata Corp. G2 3.3 0.4 Q1L oL Q1L pz 63 1.0 22 31 4.0 53 40 40 720 0.8 19 30
Geurgia Slate Univeesity 0.2 33 na na 01 02 0.2 03 12 23 36 44 8.5 na 44 na 1.5 0.9 1.3
Fannie Mag 0.2 33 na na 01 na na na na 22 33 4.2 na na 4.1 na 1.3 13 2.0
Wells Capilal Management 0.2 33 06 H, 6 02 01 01 L 03 0.4 11 22 31 3 4.8 41 4.2 FAR:] 28 25 27
JPMutgan Private Banking 0.2 33 0.5 01 L 06 L 0FTL Q1L e3 1.4 22 3z 41 5.4 490 4.1 724 08 19 20
Naraff Economic Advisars 0.2 3.3 0.5 0.2 01 01 L 02 0.4 1.1 20 31 4.0 53 4.1 4.0 7o 28 24 28
SunTrus| Banks 02 33 04 01 L 01 03H O05H O07TH 14 24 34 4.3 5.0 48 H 41 na 34 M 27 40 H
BMO Capital Markets 61 L 33 0.5 01 L 00t 01 L 01 L 03 0.9 240 30 3.9 5.2 4.1 4.0 125 1.7 26 28
GLE Financial Economics 0t L 33 0.5 Q1L 0oL O1L DAL D3 1.0 21 31 4.0 53 41 40 120 14 19 21
JW. Coons Advisors LLE 01 L 33 0.4 g1 L 01 41 L 02 03 1.3 21 34 4.0 §.2 fich q.1 7140 15 23 25
Economist Intefigance Unit Ot E 33 03 01 L G6OL D01 L 01 L 03 08 20 a0 na na na 4.0 na 2 na 20
Dndord Fronormics g1 L 33 03 na 0o L 0116 02 03 1.0 22 34 LR na na 41 4.2 22 1 H 25
AP Margan Chase b L na 0.5 na 00 L na na 0.3 1.1 23 3.3 na na na na na 0.5 1.0 09
Ban« of America Medill Lynch g1 L na 04 na iR na ng - 03 1.1 25 na na na na na na 18 1.4 14
LIS 01 L na 04 na 01 na na 03 11 24 33 na na na na na 20 2.0 14
Barclays Capila! g1 L 33 06 H 02 0.1 01 L 02 0.3 13 28 H 40 H 42 55 42 4.2 na 2.5 25 25
PNC Financial Saivices Corp. 01 L 33 2.5 n& 0L 01 L 01 L 03 1.0 20 na i na 38 it L 608 27 17 2.0
Walis Fargo 014 L 33 0.8 0.2 00 L 04 L 02 03 1.0 2.1 31 38 52 40 4.0, 750 1.7 1.1 1.7
RDQ Econamics 01 L 33 0.6 a1 L 04 01 L 63 6.6 1.4 25 38 44 55 4.4 4.4 718 27 23 2.2
Nall Assn. of Reallors 01 L 33 0.5 02 0oL 01 L 01 0.5 1.2 23 34 432 5.4 4.3 a3 ng 23 27 3.5
Chirura Economics & Analylics g1 L 33 0.5 01 L COL 01 1L O01L 03 1.4 23 33 4.1 na na 4.2 766 Hl 24 24 1.7
Woodwaorth Holdings 1L 33 0.6 1L 00L O01L O01L 03 (14} 21 3.1 9 62 4.1 4.0 74.0 1.5 1.5 1.2
RidgeWorlh Investments 4L 33 0.5 0.2 01 ot L 02 03 1.0 2.1 33 1.0 42 36 L 40 710 1.6 18 18
Daiwa Capital Markels Amatica gL 33 0.5 61 L 01 oy Lo 02 0.3 1.2 22 33 4.0 54 4.0 LEi] 720 24 16 19
Matrofin Analylics 0.1 L 33 0.5 6.2 060L 03 L O01L 03 i1 2.2 32 4.1 53 ad 4.1 20 21 16 24
Aclion Economics gL o33 0.5 0.2 00L 0rL O0O1L 05 14 24 34 4.1 5.4 a1 41 b o 28 26 2%
Nomura Securilles, Inc 0V L 33 04 0.2 01 1L DAL 03 08 21 31 39 8.3 na 40 7.0 24 0.7 12
Comerica Bank 02 L 33 (1K} na 00 L 02 0.2 05 1.2 24 35 na na na 4.1 na 29 22 21
Mesirow Financial 01 L 33 ] et L 01 0t L 02 04 11 22 3l 4. 5.2 4.1 4.3 6.5 21 11 19
Goidman Sachs & (o 01 L a3 04 na 02H na na 03 11 Z3 30 a5h na na 4.0 ng 05 1.9 1.9
Wintrust Wealth Managernen| g1 L 33 04 0.2 041 o1 L 0rL 03 11 21 37 4.1 5.4 41 41 685 L| 27 19 22
Russell investments Q1L 33 0.4 0.2z €1 0.2 0z 0.3 12 22 34 38 5.0 40 41 722 29 22 28
Stona Harbor Investment Pariners 01 1L 33 04 02 00L 01L O1L 021 07 L 14L 25 L 34 1L 48 L na 31 720 0.y 1.8 18
Thredge!d Economic Assoc, 01 L 33 03 02 01 01 L ©2 0.3 11 23 33 42 52 38 42 70.0 21 20 22
Keliner Econormic Advisers 01 L 33 0.2 0.2 0.1 01 L 02 c.4 1.3 20 2.9 3.9 4.9 43 4.0 700 31 21 2.2
The Northern Trusl Company 01 L 33 D1 L na 01 na 02 0.3 1.2 21 3 na na na ni na 15 1.7 19
Piarpont Securilies 01 L 33 06K O01L 0QOL O1L 01t 03 11 24 31 40 54 42 42 740 32 25 24
RBS Sacuities 01 L 33 06H DAL GOL D1 L GAL 03 0.8 18 29 18 6.0 39 3.9 735 25 2T 23
CleaView Economics 01 L 33 05 0t L bOL B L C1L 03 0.9 24 3.5 a9 82 4.1 4.0 0 24 1.7 a0
Laornis, Sayles & Company 01 L 33 0.5 afL 00L Q1L O01L €3 1.0 2.0 30 as 52 39 38 721 1.9 117} 28
BePrince & Associales 1L 33 04 0.2 0.1 01 L 02 04 10 21 32 490 50 a7 41 72a 21 20 -t
Socicle Generale 01 L 33 0.4 01 L 00L Q1L O1L 02EL o049 20 30 a1 53 na 39 na 25 18 08
Moody's Anaiytics 01 L 33 04 03H 00L 01 L D3 0.5 18 H 27 40H 46H 586 na 45 H na 21 1.6 18
Maady's Capital Markels Group 01 L 33 L 05 01 L 0O0L Cr L 02 03 1.0 21 a0 39 56 40 18 T2.4 16 14 13
December Consensus 0.1 33 04 01 00 01 02 03 11 22 32 40 52 41 a1 721 20 19 21
Top 10 Avg 0.2 33 0.6 02 01 0.2 a3 05 1.3 5 a6 43 55 4.3 4.3 741 9 26 30
Battom 10 Avg. 0.1 33 0.3 01 0.0 0.1 B 0.2 3] 1.9 29 3B 50 g 38 703 08 10 1.1
November Consensus 0.1 4.3 RE] 0.2 0.1 0.1 02 0.3 2 £3 33 4.1 9.4 4.1 41 T2 18 19 22
Number of Forecasts Changed From A Monih Ago:
: Down 8 o 3 14 16 16 ® 19 25 25 28 n 18 1" 21 5 8 12 14
Same 3r 44 12 17 KIH 22 20 20 17 18 12 13 1 10 16 B 14 25 2
up 2 0 2 5 1 2 3 7 4 4 7 3 3 8 6 18 5 9 12
Diffusion Index A4% B0% B0% 38% 4%  I3%  32% IM%  27%  28% 20% M%  33%  a5% 2% 1% 68% 47T % 48 %
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Interest Rate Forecasts

Second Quarter 2012

Key Assumptions

Percent Per AnNum - AVerage FOr QUBHER . s —arrestsmussarssoersme oo Avg. For | —{Q-0 % Change}.-::,
Blue Chip - — e { R L1121 | EO
Financial Forecasts 2 4 & 6 7 8 9 0 1 12 13 14 15 A B [ n.
Panel Members Prime Com. Treas.  Trems. Trsas, Treas. Treas, Tiess  lreas Aag Baa  State& Homa |Fed's Major GDP  Cang
Bank Papor  Bills Bilis Bills  Noles Noles Notes Bond  Cop.  Corp Locat Mig Currency | Raal Price  Prige
Rate 1Mo, 3Mo.  B-Mo. 1-¥r, 2-Y1. 5Yr.  10-Yr.  30Yr.  Bond  Bond Honds  Rale §$ Index GDP Index  Index
Bank of Toyko-Mitsublshi UFJ 33 H 0.2 01 01t 02 0.4 1.6 29 ar 4.4 59 42 48 69.0 ao 28 30
Swiss Re 33 0.2 0.1 01 L o2 0.6 12 23 33 4.2 55 na 4.3 na D21 08 1.1
Scoliabank Group 33 na 0.1 na na 0.7 14 2.2 32 na na na na na 1.2 168 18
SunTrust Sanks 3.3 0.3 01 05H 09H 10H 18 FE 33 4.4 a4 50H 40 na 36H 2T H a1y
Cycledats Comp. 33 01 0.0 01 L 02 03 1.1 23 32 42 55 4.0 4.0 720 1.0 1.9 30
Georgis Stale Univeraity 33 na Q1 0.2 0.2 0.3 1.3 25 38 4.5 56 ng 4.1 ng 1.5 0.3 09
Fannio Mae 33 na 01 na na g na 23 34 4.2 "y na 4.1 ng 13 14 18
Wells Capital Managemanl i3 0.2 01 0.2 0.3 0.4 13 25 34 4.0 5.0 44 4.4 TS 2.5 24 25
JPMorgan Private Banking 33 0.2 oo 61 L o1t 03 11 2.2 3z 41 55 41 41 723 15 19 21
Narofl Ecomomic Advisors 3.3 02 ¢2H 027 0.2 05 12 20 i 39 % ] 4.0 40 BA.0 32 2.6 27
BMQ Cagital Markels 33 01 0.0 ci1 L 02 04 10 20 29 19 6.4 4.1 4.0 730 20 28 29
GG Financial Econamics 13 02 00 1L 01 L 921 10 22 32 4.0 54 42 41 e 1.9 23 25
JW. Coons Advisars LLC 33 0.z 01 02 02 04 1.2 22 349 4.1 53 na 4.1 70.9 20 22 25
Fronamist Inteligance Unit 33 {11 00 L 01 L 02 0.3 1.0 21 32 na n na 8.1 N 1.2 na 21
Oxiord Egonomics 33 na 6ot 01 L 02 0.3 1.1 23 3.6 41 s na 44 4.2 22 28 2.1
Bank of America Meill Lynch na na 0.1 na na 0.4 1.3 248 na na na na na na 18 13 15
J P. Morgan Chase na na 0.1 na na 03 13 25 36 na na na na na 5 t2 12
uBs na na 01 na " na 0.3 1.3 22 35 na na na na ne 25 1.5 1.0
QePrince & Assog. 33 .3 a1 0.2 0.4 0.5 1.1 23 13 4.1 5.0 35 4.2 732 2.6 20 23
Pierpon! Securities 33 0.1 040 01 L 01 L 04 e X 24 34 42 56 45 43 740 32 23 24
Barcisys Capital 33 0.2 0.1 0iL 02 0.4 1.4 28 4.0 4.5 55 43 4.3 na 25 28 12
Wells Fargo 3.3 9.2 01 1L Q2 0.4 1.1 22 3.2 40 53 4.0 40 760 1.7 20 18
Nar| Assn, of Reailors 33 02 0.1 o1 L 02 0.6 15 26 38 4.4 06 48 4.4 na 25 25 34
Chmura Economics & Analytics 33 01 01 01 L 02 0.3 1.2 24 a4 4.2 na na 43 6.7 22 21 2.8
MacroFin Analytics 33 0z 01 DAL 01 L 04 1.2 22 3 42 5.4 43 42 T25 2.5 1.5 2
Namura Secutitias, Inc. 33 0z 01 01 L 01 L 03 10 22 3.2 40 5.4 na 4.1 720 286 (Y | 0.5
Woodworlh Holdings 33 [ a0 AL Qv L 03 ng 21 3 39 5.2 a1 4.0 75.0 1.5 1.4 1.3
Dawa Capital Maskets Ameica 33 6.1 21 01 L 02 o4 i3 23 33 40 ha 40 4.1 73.0 2.7 16 1.8
Artion Fesnomics 33 0.2 a1 01T L 01 L 08 1B 27 37 41 6.4 4.2 4.2 na 2.8 25 33
PNC Financial Services Corp 33 na 9.0 0tL o1l o3 1.0 20 na ng na a8 ar 448 27 17 20
Comenca Bank 33 na 0.0 0.2 03 0.7 15 26 38 na na na 4.3 na 27 22 20
RidgeWarth Investments 33 Q2 01 01 L 02 0.3 1.0 24 33 38 49 3L 39 100 2.0 18 1.8
Winfrust Waaith Management 33 02 01 011 02 04 1.2 22 3 4z 5.5 4.2 42 678 L] 29 1.9 23
RDQ Economics aa 0.2 0.1 01 L 04 0.8 19 H 30 4.2 4.9 6.0 48 48 124 29 24 25
Russell Investments 33 0.2 01 0.2 9.3 0.5 14 23 36 4.0 4.9 4.1 472 719 28 23 22
Masiow Financial 3.3 0.1 0.1 0.2 0.3 0.5 12 23 3.5 4.2 5.2 4.1 44 715 Hl 24 1.3 A
Goldman Sachs & Co. 33 na 41 na fa 04 1.2 25 33 35 na na 41 na 15 13 21
Sitone Harbor Investment Pariners 33 0.2 LA 01L 01L o02L 0BL 15L 26L 33L 4B L ma 38 740 1.3 22 21
Keliner Eqonomic Advisers 33 0.3 01 02 03 05 14 20 30 4.0 50 4.4 4.0 700 32 2.2 22
Thredgold Economic Assoc 33 0.2 01 01 L 02 0.4 1.2 24 34 4.3 53 39 43 70.0 22 20 23
The Northem Trust Company 33 na 01 na 0.2 03 1.2 21 1 na na na na na 29 1.9 17
CloarView Economics 33 01 L 00L 0L 011 03 08 21 3 3.8 62 41 4.0 125 23 18 2.1
Loomis, Savies & Campany 33 01 L 0OL O01L O1L 03 10 21 a 40 53 39 4.0 725 1.8 14 29
RBS Socuribies a3 D1 L Gl DYL 0L 03 oL 19 29 3.7 49 38 30 720 2% 2.2 286
Societe Cenarale 3 01 L 0L Q3L 07L 021 0BL 19 28 3.8 48 L ma 36 L na 0.8 1.5 04 L
Moody's Capital Markels Group a3 1 Lo eiL 02 0.3 11 2.1 30 39 56 3.8 38 73.1 18 12 0.7
Maoady's Analytics 33 L 03 X1} 01 L 03 0.6 18 Y2 H 45H 51H B1H na 50 H na 29 15 17
December Consensus 33 62 01 01 02 04 1.2 23 33 41 53 44 a1 723 |21 18 24
Top 10 Avg, 33 0.2 0.1 02 0.4 0.6 1.6 27 38 4.5 5.7 45 4.5 747 A 25 34
Bottom 10 Avg. 33 01 0.0 0.1 o1 0.2 0.8 19 29 ar 494 38 38 599 R | 1.4 (i3]
November Consensus 33 0.2 0. 0.2 0.3 ] 1.3 24 34 4.2 5.4 41 4.2 1.2 24 1.8 22
ber of Forecasts Changed From A h Ago:
Dawn 0 9 L] 15 19 17w 24 2 43 a1 1% 10 20 5 14 14 17
Same a4 22 12 23 20 24 18 22 15 16 1 ] 16 10 15 25 0
Up 0 5 1 2 2 h 3 3 i 2 4 7 6 18 18 T 10
Diffusion Index 45% 50 % 44% 6% % 26% I %  26%  30% PVY% W% 3% 4% 3% Bl %| H4% 42%  43%
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Third Quarter 2012

Interest Rate Forecasts

Key Assumptions

. E— ——— ~-Peteent Par Annum -~ Average For Quarter Avg. For | ——{Q-Q % Change)-- -
Blue Chip SOFL-T @M s s simsesiinasesis oo GGG - TerN . i ek ] A RANR
Financial Forecasts 1 2 3 4 5 & 7 8 9 10 1 ¥ 13 14 1% A. B C. 0,
Panel Members Federal  Prime LIBOR  GCom. Treas. Treas. Treas. Treas, Treas. Treas  Tress. Aaa fHaa Stale & Home |Fed's Major GOP  Cors.
Funds Bank  Rae  Paper  Bils dills Bills  Notes  Moles  Notes  Bowd Cop.  Cop  Local Mig. Currency | Real Price  Poce
Rate Rale 3Mo.  1-Mo. 3-Mo  6-Mo V¥, 2¥r.  5Yr  10Yr 30-Yr Bond  Bond  Bonds  Rate 3 tngex GOP  Index  Index
1k of Toyko-Mitsubisht UFJ 03H 33H 05 0.2 01 0.1 (14 0.7 19 32 39 46 6.0 4.4 49 67.0 33 28 H 28
188 Re 63 H 33 03 0.2 02H 02 03 0.8 1.5 24 34 a4 58 na 44 na 27 1.6 18
Hiabank Group 03K 33 na ne 04 aa na 08 H 16 26 18 na na na na na 1.4 18 18
\Trust Banks 14 32 (1%} 03 H 04 06H 11H 089H 15 23 30 4.3 4.8 4.9 3B na 34 28 41 H
stedala Corp, 02 33 G4 o1 L co0L 01 L 02 03 11 24 33 43 56 A0 40 2o 1.5 20 31
ssell Investments 02 33 04 0.2 62H 03 0.4 0.7 15 26 33 40 48 4% 43 T2 6 23 24
roff Econormic Adwsas 0.2 33 04 0.3 02H 02 0.3 a6 14 20 31 4.0 52 41 42 G50 L] 42 H 28H 28
Prince & Associates 02 3.3 03 0.3 02 H 03 05 07 12 2.4 5 432 5.1 35 13 721 32 21 2.5
wrgia Stale University 0.2 33 na na 02H 02 03 05 17 3.0 42 50 B na 45 na 1.7 14 06 L
Wiy Mae 0z 33 na " 02H na ng na ra 24 34 43 na na 41 na 1.4 1.1 1.6
croFin Analylics 0z 33 0s 02 01 02 0.3 08 13 23 34 4.3 &7 45 12 LERY) 24 1.4 20
A5 Capital Management 0.2 33 0B H 03 BZH 02 0.4 a.5 14 28 s 4.1 5.1 46 4.7 724 3 22 24
Margan Private Banking 0z 32 05 0.2 coL 0L 02 0.3 11 22 32 4.1 8.8 44 42 20 20 20 20
mura Egonamics & Analylics 02 33 0.5 (2% IO 1 01 L 02 pa 1.2 5 35 a2 na ria 44 758 28 23 26
irponl Securities 04 33 0.5 0.2 coL 01 L 02 0.5 1.6 28 39 45 58 4.8 46 4.5 34 25 32
onomist Inteligence Unit 01 33 0.5 0z 0.1 61 L 02 04 2 22 34 na na na 42 na 16 na 2.0
C Financial Economics 0.4 33 058 0.2 0L 0L Ot L 02 1.1 2.3 33 4.1 58 43 43 716 23 28 H 28
N. Coons Advisors LLC 01 33 05 0.2 01 0z [k} 04 13 22 32 42 5.4 na 41 wr 28 23 5
40 Capital Marksis 0.1 33 0.5 gtL 00L 01L 03 (VB 1.2 21 30 a0 52 4.2 41 25 24 24 23
4erd Economics 0.1 33 03 ng 00 L 01 L 02 RS 13 25 39 43 na na 42 74,5 24 23 19
ik of America Mardll Lynch oA na 05 na 0.1 na na 06 1.5 30 na na ne na na na t3L 13 1.5
2, Margan Chase 01 na 04 na g2H ns na 0.3 13 56 36 na na na =] na 25 1.3 1.3
1S 01 na 04 ma o1 na na 3 1.5 23 3.7 ns na na na na 25 2.5 5
ells Fargo 0.1 a3 05 02 01 0.2 a3 "4 1.2 2.2 32 40 53 43 40 75.5 19 20 18
it Asan. of Realtors 0.1 33 a8 03 02 H 02 03 o8 g i 28 3.9 47 6.9 48 468 na 25 13 a2
weiays Capital [\ 33 0.8 0.2 .1 04 L 02 0.5 1.5 2.8 4.0 48 55 43 43 na 30 27 ay
Wi Secunities, inc 01 33 08 a2 01 g1 L 0k 03 12 24 33 41 5.5 fia 4.2 730 24 1.6 14
oodworth Holdings 01 3.9 05 prL 0oL 0tL D1 L 03 0.9 21 31 a8 52 A1 40 750 20 13 12
Aion Eoonofmics 01 33 a5 0.2 LAl ni L 02 07 1B 28 39 4.2 54 43 4.2 10.7 31 18 30
ametica Bank 0.1 a3 HES na go L 02 04 0.8 1.y 27 44 na na na 44 na 2.6 17 25
aiwa Capital Markatls Ameficg 01 a3 04 DAL 01 g1 L 02 04 14 24 34 41 54 4.0 43 730 28 1.7 1B
intist Wealth Managament 041 33 04 0.2 0.1 01 L D2 0.5 13 2.3 34 43 56 43 4.3 671 31 20 22
D42 Economigs 01 33 0.4 0.2 8.1 0.2 08 09 22 H 38 4.7 53 64 H S3IH 62 734 31 25 27
esirow Finangial 0.t 33 04 1L G2H 02 03 08 14 25 35 43 52 40 4.4 646 Hf 2.0 1.4 18
idgeWarth Investmants 01 33 04 0.2 0.1 02 0.2 03 1.0 21 33 36 4.7 L 39 69.0 25 18 18
85 Secutilies [ ] 33 0.4 01 L 04 01 L 02 03 ga L 171L 28 L 381 48 L 37 35 L 728 1 20 24
NC Financial Services Corp. 01 33 03 na a1 a1 02 0.5 1.3 2.4 na fia na 10 40 677 24 20 23
eliner Econamic Advisers 04 33 0.3 1] 44 0.2 04 06 1.5 21 0 40 50 4.4 4.1 0.0 33 23 22
hredgold Economic ASSoc. o1 33 0.3 02 9.1 G2 0.3 0.5 14 25 35 44 5.4 9 4.4 70.0 23 20 23
oldman Suchs 09 33 03 na CoL na na 0.4 1.3 5 33 38 na na 47 na 20 14 1.8
tang Harbor Investment Partners (] 33 0.3 0.2 1 01 L 02 a3 0.9 18 28 36 48 na 39 7240 17 23 22
e Northern Trust Compary 01 33 61 L s 01 na 0.2 03 1.2 2.2 3z na na na na ne 28 1.7 19
gormig, Sayies & Company 01 33 04 efL 0001 0tL 0fL D3 1 2.4 34 42 55 4.0 44 12.6 24 06 L 26
iearview b conomics a1 33 0.5 o1 1L o6L Q1L 1L 03 09 21 31 39 5.2 4.1 4.0 73.0 27 20 26
ocigle Ceneiale Hal 33 04 g1 1 0oL O01L f1L 021 09 22 32 4.0 44 na X7 na 1.6 24 RS
foody's Capital Markets Group [\8 33 0.4 oA L 01 g1 L D3 [eX} 1.2 23 o 39 8.6 ig 38 738 20 18 1.7
taody's Anabylics oo L 33L 03 g3H 0OL 01 L 04 0e 24 37 H 49 H 54 H €4 H nra 55 H na b R 21 24
Decermber Consensus 04 3.3 04 02 014 02 03 05 13 24 35 42 §4 42 42| 720 |24 20 23
Top 10°Avg. 02 33 05 0.3 02 03 0.5 s8] 18 30 4.1 47 59 486 4.7 744 33 26 33
Bottom 10 Avg 01 33 03 G100 0% 03 03 0 20 30 38 48 3B 38 689 16 13 18
November Consensus 0.1 33 04 0.2 0.1 02 03 0.8 14 25 s 43 5.5 a2 43 J14 24 20 23
suinber of Forecasts Changad From A Monlh Ago
Down ) 1 3 11 13 14 18 16 23 19 22 19 15 a 14 @ hi'] 8 16
Same 39 43 18 21 3z 24 20 26 19 25 20 18 16 13 0 10 1 % 21
Up 2 o 23 4 2 2 3 4 4 3 3 5 4 T a 15 11 13 10
- Diftusion Index 6% 49% Ta% 40% 8% 5% 3% % 9%  33% 28 % 32 % 3% 4T % 43 % 65 % 1% 55% 44%
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Fourth Quarter 2012

Interest Rate Forecasts

Key Assumptions

e s PRTRINL PRI ANRUM - AveIage For (UANE: — v oo s ncrm s omsmss s e Avg. For Q-Q % Change)-
Biue Chip wrre Short-Term. e lplermathate. Term SRR {7 WECHE—— (S, T .1 e
Financial Forecasts 1 2 3 4 5 G 4 8 9 10 1" 12 13 4 15 A B C. b.
Panel Members Federal  Prime LIBOR  Com  Tieas, Tieas Treas.  Treas. Traas. Treas.  Tiews Aaa Bap  Slate& Home |Fed's Major GOP  Gons.
Funds Bank Rate  Paper  Bills Bills Hilis  Notes Noles  Noles  Bond Corp Gorp.  Local Mig. Currency Resl Price Price
Rale Rate  3-Mo. 1Mo,  3Mo.  BMo  t¥r.  2¥.  5¥r  10¥r  30-Yr.  Bond Bond Bonds Rale § index GOP  lndex  Index
Bank of Toyko-Milsubishi UFJ Q3 H 33 05 0.2 0. 01 L 02 13H 21 14 4.0 4.7 6.1 4.5 5.1 88.0 35 30 25
taroff Economic Advisors 03H 33 0.4 04 H 03H 038 0.5 08 17 22 32 43 53 4.1 42 650 L] 42H 28 26
Swiss Re 03 H 33 0.3 0.3 02 03 04 09 17 25 35 4.5 5.7 na 45 na 27 1.0 1.2
Scoliabank Group D3 H 33 na na 0.2 na na 1.1 7 30 4.0 na na na na na 19 18 22
SunTrust Banks 6.2 33 05 0.3 0.1 0T H 12ZH 10 1.5 23 30 4.2 4.7 49 i na 34 24 38+
Geargia Slate University 0.2 34 H na na .2 0.2 0.3 0.5 Y a1 42 8.1 6.3 na 4.7 na 18 14 15
Wells Farga 02 38 0.5 0.2 0.2 0.2 0.3 05 1.2 23 3.3 4.1 54 4.2 4.0 740 20 20 19
MacroFin Analytics 0.2 33 08 0.3 0.2 0.3 0.5 0.7 1.5 24 3.5 4.4 58 4T 4.3 735 28 15 20
Russell Investments 0.2 13 0.4 0.3 9.2 04 0.4 0e 18 26 40 4.1 48 4.3 44 12 25 24 22
Cytiedata Corp. 0.2 33 0.4 ¢t L od o1 L 03 0.4 1.2 Z4 34 4.4 56 4.1 40 73,0 15 21 31
DePrince & Assoc 02 33 03 0.3 0.2 0.4 0.6 08 1.3 26 16 41 52 36 45 e 26 24 24
Fannie Mae 0.2 33 na na 0.2 na na na na 2.5 5y 43 ng na 42 na 16 14 17
Wells Capital Managamen! 0.2 33 09H D44 02 0% 6.5 0.7 16 3.1 38 44 5.2 4.9 4.9 133 Z8 19 25
JFMorgan Prvate Banking 02 33 0% 02 00 L C1 L 02 04 11 22 33 42 5% 41 42 s 1.0 1.9 21
Chimura Eoonomics & Analytics 0z 13 0.5 g1 L 04 1] 62 ah 13 26 16 43 na na 45 741 30 25 3
Pierpont Securities 01 33 05 0.2 a4 1L 02 ar 1 43 4.5 a9 €2 53 50 8.0 39 27 34
JW. Coons Advisors LLC 0.4 33 0s 03 0.2 05 03 05 14 23 a2 43 64 na 42 0.4 3.0 22 25
GLC Financial Economics a1 33 0.5 0.2 0L p1L OYL 02L 19 23 3.4 4.2 5.6 45 LE 7.2 2.7 Z5 b
Economist Intetigence Unit 01 33 0.5 0.2 0.1 g1 L 02 0.5 1.4 23 38 na na na 44 na 1.7 na 21
BMO Capital Markets 0.1 a3 04 i L GOL 01 L 04 0.8 186 23 3 42 53 42 43 .5 27 1T 1.7
Oxford Economics ¢ 33 03 na 6oL 01 L 02 0.5 15 27 4.2 4.4 na na 4.3 745 31 1.9 18
Bank of America Merill Lynch 0.1 na 05 na 0.1 na na 0.5 1.8 33 na na na na na n& 0L 1.0 1.4
uBs o1 na 0.4 na 0.2 na na 0.4 1.7 24 38 na na na na na 3.0 20 20
Nat'| Assn. of Reahors 0.4 33 0.6 04H O03H 04 0% 11 20 32 43 51 8.1 i1 4.9 na 28 22 29
Harclays Capital 01 33 0.8 0z 01 0t L 02 0.5 1.5 28 4.0 4.8 55 43 4.3 na a0 27 28
Nomura Securities, Inc 0.1 33 HES 0.2 01 o+ L 01L 03 1.3 5 36 42 57 na 43 73.0 26 13 1.3
Woodworlh Holdings 0.1 33 0.6 01 L 00L O0fL 01L 03 0.8 ¥ 31 39 62 4.1 10 6.0 20 12 7 (8
Action Economics 01 33 [E:] 0.2 01 0.2 04 0.9 2.0 31 41 4.3 55 4.3 43 70.4 34 20 29
Caomerica Bank 01 33 o4 na 0.0 03 0.6 0.8 1.8 29 4.3 na na na 4.5 na 5 1.9 27
Wintrusl Wealih Management 01 33 o4 02 04 01 L 02 0.5 14 24 3.5 4.4 6.7 4.4 4.4 66.5 32 21 2.1
Threxdgold Economic Assac 01 33 04 0.3 iR 0.3 0.4 06 16 28 36 4.5 85 4.1 45 0.5 24 20 24
Keliner Economic Advisers 01 33 0.4 0aH 02 03 0.8 03 16 24 31 41 51 45 41 10.0 34 23 24
RDQ Economics 0.4 3 04 0.2 0.1 02 0.6 10 25 H 40 53 56H 68 H SBH 57 735 31 7.6 8
Daiwa Capital Markels Amaerica 0.4 33 04 01 L 01 01 L ¢2 0.5 1.4 25 35 4.2 6.5 40 44 740 30 18 20
RidgaWorh Invesiments 01 33 0.4 0.2 D1 0.2 0.2 0.3 10 22 36 36 47 30 L 40 68.0 25 14 24
PNC Financial Services Corp. 0.1 33 03 na G.1 03 L 02 0.6 1.5 26 e na na 4.2 41 67.2 25 24 25
Mesirow Financial 0.1 43 0.3 061 L 02 03 04 08 1.5 26 36 43 52 40 45 7.6 H 24 1.3 1.7
RBS Securilies 0.1 33 03 oit 01 01 L 0z 0.3 a8 L 1T L 28 L 32 L 42 L 36 34 1 i 28 18 20
Goldman Sachs & Co. 01 33 03 na 00 L na na 0.5 15 28 35 37 nd ne 4.3 na 25 14 18
Stane Harbor Investment Pariners 0.1 33 0.3 0.2 0.1 01 L 02 0.6 1.4 .5 a7 42 52 & 4.5 0.0 20 32 H 28
The Northern Trust Company 0.1 33 01 L ne 0.1 na 0.2 03 1.2 25 a6 na na na na na 28 &1 23
Clearvisw Economics 6.1 33 05 01 L oo 01 L 01t 03 0.9 24 3 38 52 4.4 40 35 28 24 26
Loamis, Sayles & Company .1 33 0.3 1L 0L O0tL O01L 03 13 26 36 4.4 66 4.1 43 128 24 06 L 26
Sociele Generale 0.1 3 G4 o1 L DOL Ottt Q1L G2t 08 23 33 40 49 ag KN na 7 20 19
Moady's Capilal Markets Group 0 33 04 01 L 01 01 L 03 06 13 24 31 KR 5% 3.5 39 746 30 1.8 19
Muoody's Anaiytics 00t 33L 03 04 H COL O1L 04 0.8 2.4 42 H 54 H 67 6.7 na 6.0 H] na 36 Z4 2.2
December Consensus 01 33 04 02 01 02 03 06 15 26 37 43 55 43 44 72.0 27 20 22
Top 10 Avg, 0.2 33 0.6 c3 02 04 0.6 1.0 20 34 4.4 49 6.1 48 50 751 35 27 3Q
Botlom 10 Avg. 0.1 35 03 0.1 0.0 01 0.1 0.3 1.0 241 34 38 4.8 38 <] 6.7 17 12 15
Novermber Consensus 01 33 oA a2 0.1 0.2 04 0.6 1.6 7 37 44 56 43 4.4 i 26 2.0 2.2
Number of Forecasts Changed From A Month Ago:
Down 8 i § 11 12 15 16 16 20 18 20 16 14 6 14 [ 13 9 1
Same 38 a1 23 20 i3 23 23 26 il 25 20 18 17 15 18 0 18 27 23
Up 2 2 15 5 1 2 3 3 4 2 4 5 4 L] g 15 15 ] 12
Ditfusion index 4% 51%  B2% 42% 8% M%  35% % R% 34 % 32% 3% 36%  5I% a4 % 65 Y% 2% 0% 51 %
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First Quarter 2013

Interest Rate Forecasts

KKey Assumptions

120015 Hearing Exhibits - 01242

emPergenl Pes Aum - Average For Quarter: SO Avg. For
Blue Chip o GROI TR reren e et sinmvmmre s s s ss QMGG TEIM o= T L AL et IS A
‘Financial Forecasts 1 z 3 4 5 6 7 8 9 10 " 12 13 14 15 A )
Panel Members Foderal  Prime UBOR Com.  Trems. Treas. Treas. Treas. Tress. Treas. Treas Aza Baa Stated Home |Faed's Major Gbp w;s,
Funds Bank  Rale  Paper  Bills Bills Ails  MNoles Noles Notes Bond  Corp. Corp Local Mig Cumenty | Real  Pnce  Price
Rate Rale 3M0 1Mo, 3Me. GMo  IYr oy 5Yr 10 30Ys, Bond  Bond Bonds  Rale § Index GOP  Indax  Index
Bank of Toyko-Mitsubishi UFJ 08H 38H 12H 08H 09H 10H 12 20H 26H 35 4.1 5.0 63 4.5 5.4 69.0 34 23 21
o Nat' Assn of Reaitors 0.3 33 L 086 1.5 04 0.6 (R T& 24 34 4.5 53 83 52 51 na 3.0 23 30
Narolf Economic Advisars 03 j3 L 04 0.5 0.4 0% 0.7 09 1% 24 35 46 56 42 4.4 65.5 26 PR 28
E piempent Securiles 0.3 33L 06 03 02 03 0.4 12 24 38 52 53 65 57 H 55 760 H| 42H 30 H 38
)W, Coung Advisors | LC 03 i L 06 0.3 03 04 C.4 6l 15 24 33 44 56 na 43 s 26 22 25
Swiss Re 0.3 33 L 03 L 03 0.2 0.3 .4 039 1.9 27 16 4.6 58 na LR na 30 05 L 05 1L
- SunTrust Banks 0.2 33 L 086 0.4 0 09 18H 1§ 19 26 34 45 50 57 41 na 26 24 3.7 H
b Goorgia Stale University 0z 34 na na 02 02 0.3 0.5 17 31 4.2 5.1 63 na 47 na 1.8 14 15
£ Wells Fargo 02 33L 86 02 0.2 03 04 0.5 13 2.4 34 42 55 42 41 75 1.4 21 20
. MacroFin Analytics G2 33 L 0B 03 0.2 03 0.6 08 17 25 36 £5 60 48 4.5 4.0 3.0 1.5 20
f Russell lnvestmenis 0.2 33L 05 .3 02 04 05 1.0 23 2.6 4.0 4.3 5.0 4.4 45 721 2.4 23 24
E . RidgeWorth Investmenls 02 33L 65 03 01 03 04 04 13 24 39 a7 48 291 42 2.0 25 20 24
' Winlrust Weallh Managemenl 0.2 3L 04 0.3 02 0.3 .0 3 0.6 18 25 36 4.5 ] 445 43 651 L] 33 21 2.2
E Thredgold Economic Assoc. 02 33L 04 03 02 04 05 07 17 2.7 37 45 55 42 45 70.5 25 20 24
Cycledata Corp. 0.2 3L 04 01 L 01 pi L 03 04 13 2.5 36 4.5 8.1 42 4.1 73.0 15 22 31
DePrince & Assoc 6.2 3L 03 L 03 0.2 04 0.6 6.8 14 v 38 44 54 36 46 125 31 22 25
Fannie Mae 0?2 3L ora ng 0.3 fia na na na 25 35 44 na na 43 na 1.8 148 1.5
Wells Capitai Managament 22 33 L 09 04 03 03 a5 na 1.8 33 a2 4.6 54 53 1 74.0 30 21 24
JPMorgan Private Banking 02 33 1L 0§ ] 0L 01 L D2 4 12 23 a3 42 58 LR 4.2 e 20 18 20
Chrmura Economics & Analylics 0.2 331 08 01 L 01 0.2 03 0.5 14 21 3T 4.4 na na 45 7.0 28 2.6 28
Comerica Bank 0.2 331 05 na 0o L 03 06 14 20 a0 4.4 na na na 45 n 30 20 28
Feonomis! Intalligance Unit 01 33 L 06 0.2 Q.1 0.2 03 08 t5 25 4.0 na na na 4.6 na 21 na 24
GLEC Finencial Economics 0.1 33 L 05 0.2 po L 01 L o1l 02 13 25 3.7 45 6.0 43 4t 719 29 2.6 28
MO Capitai Markels 0.1 33 L 03 L 02 0oL 01 L 06 i1 1.7 24 3 4.3 54 43 44 71.0 23 21 23
Oxford Economics 04 33L 03L na 0ot 01 L 03 06 18 30 45 46 na na 4.4 753 25 17 16
uBs 0.1 na 04 na 02 na na 0.5 17 25 38 na na na na na 21 20 28
RBS Securilios 1] 331 03L 02 04 01 L 02 0.3 pRL 18BL 28l 31L 40 L 35 34 L 730 26 28 vE |
Nomura Securities, Inc. 0.1 33 L 08 0.2 0.1 piL 01 L 03 14 28 35 42 517 na 43 730 25 16 13
Woodwarlh Holdings 01 331 05 p1L O00L O1L Q1L 03 03 2.4 HA 39 52 4.1 a0 770 25 1.1 10
Aclion Economics 0.1 33L 08 0.2 0.1 0.2 0.6 12 22 33 43 4.5 6.6 a4 43 701 35 28 32
Keliner Feonomic Advisers 01 33 L 04 0.5 a3 0.4 06 0.8 16 22 ad 4.1 51 45 2 700 35 23 24
PNC Financial Seivices Corp. o1 33L 03L ne 01 02 0.3 a7 16 28 na na na 44 4.3 66.9 26 21 23
Mesirow Financisl 04 33L 03L 01 L 03 0.4 0.5 09 17 b3 3.7 44 53 41 45 76.8 25 18 1.9
Diaiwa Capital Markels America 0.1 33 L 03k 0aL 01 01 L 02 0.5 14 25 il 42 55 38 44 740 3.2 1.8 11
Stone Harbor Investment Partners i R] 341 Q3L 02 0.4 o1 L D2 09 18 3.0 4.2 4.7 55 na 48 68.0 1 28 5
ClearView Economics 0.1 33 L 05 01L DOL 01L 0aL 0.3 09 24 31 39 52 41 a0 74.0 30 22 27
Lsomis, Sayles & Company 0.1 g3 03L 0D1L OOL ©AL 01 L 03 1.3 28 ig 4.6 57 41 4.4 13.0 i7 1.8 23
Sociele Benerale a1 33 L 04 o1 L 00L 01L B3 L 021 0B 23 34 4.0 48 na 3.7 na 11 L 20 1.8
Maody's Capltal Markels Group 0.1 33 L 04 0.2 02 0.2 0.5 0.7 14 24 3.0 38 51 32 4.0 53 15 1.9 19
Moody's Analylics poL 33L 03L 04 oo L 0t L 04 08 24 A2 H 54H 57TH 6T K na 63 H na 38 26 2.4
December Consensus 0.2 3.3 05 03 02 03 04 07 18 27 38 44 55 43 A4S 722 |26 21 23
Top 10 Avg. 0.3 33 0.7 04 03 05 u8 i 27 33 45 49 6.2 48 50 756 34 27 30
Bottom 10 Avg. 0.1 33 03 0.1 00 o 0.2 03  fi 22 32 39 49 s 4.0 68.7 18 1.8 15
MNovember Consensus 62 33 04 0.3 0.2 03 0.5 08 17 28 38 15 5.6 4.3 45 5 28 24 24
Number of Forecasts Chapged From A Month Ago.__.
Down 1 z 2 ! 11 13 13 13 17 18 17 15 15 ] 13 5 16 [ 12
Same 35 34 5 N 21 24 23 23 0 19 19 15 14 13 0 10 17 Fal 7
Up 1 3 1 4 2 1 2 3 2 3 3 6 4 [ & 15 7 12 1"
Diffusion Index A% 51% B2% 48% 30% W% %% % 3% 3% 2% 0% % 4% 4% G7%| 39% S8% 49%
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International interest Rate And Foreign Exchange Rate Forecasts

3 Mo. Interest Rate %

United States

[Blue Chip Forecasters

In3 Mo. | In6 Mo. | In 12 Mo.

10 Yr. Gov't Bond Yield %

In3Mo. | tn6 Mo, [in 12 Mo.

Scaotiabank Graup na na na
Maody's Analytics na na na
Namura Sacurities 0.50 Q.50 .50
Mizuho Research [nstitute 0.40 0.20 Q.20
Waells Fargo 0.45 0.45 0.45
ING Financial Markets 0.40 0.40 0.40
Societe Generala na na na
[December Consensus .44 0.39 0.39
High 0.50 .50 0.50
Low 0.40 0.20 .20
Last Months Avg 0.41 0.37 0.3

3 Mo. Interest Rate %

1.80 2.20 3.00
2.67 3.24 4.21
2.10 2.25 2.40
1.80 2.00 2.10
2.30 2.40 2.50
1.80 1.80 2,00
1.60 1.75 2.25
2.04 2.23 2.64
2.87 3.24 4.21
1.60 1.75 2.00
T2 2,28 2.68
Japan

[Blue Chip Forecasters

in 3 Mo. | In 6 Mo. ]?n 12 Mo,

10 Yr. Gov't Bond Yield %

in3dMo. | In6 Mo, JIn 12 Mo.

Sceotiabank Group na na na
Moody's Analylics na na na
Namura Securities na na na
Mizuho Research Institute 0.33 0.33 0.33
Waells Fargo 0.20 0.20 0.20
ING Financial Markets 0.20 0.20 Q.20
Soclete Generale na na na
[December Consensus 0.24 0.24 0.24
High 0.33 0.33 0.33
Low 0.20 0.20 0.20
Last Months Avg. 0.24 0.24 0.24

na na na

1.15 1.16 .16
na na na

0.95 0.95 1.05
1.04 1.06 1.10
1.10 1.10 1.30
1.00 115 1.25
1.05 1.08 1.17
1.15 .98 1.30
0.95 0.95 1.05
1.07 0.93 1.15

3 Mio. Interest Rate %

United Kingdom

[Blue Chip Forecasters

in3Mo. | In6 Mo [ In 12 Mo.

10 Yr. Gilt Yields %

In 3 Mo, | In6 Mo. [In 12 Mo.

Scotiabank Group rea na na
Moody's Analytics na na na
Nomura Securilies na na na
Mizuho Research Institute 0.90 0.60 Q.60
Walls Fargo 0.75 0.70 .70
ING Financial Markets 1.00 1.00 1.00
Saciete Generale na na na
[December Consensus 0.88 0.77 0.77
tigh 1.00 1.00 1.00
Low 0.76 0.60 0.60
L.ast Months Avg. 0.83 0.70 0.70

3 Mo. Intaerest Rate %

na na na
2.78 3.04 3.59

na na na
2.20 2.30 2.40
2.60 270 3.30
2.20 2.30 2.50
1.75 175 1.88
2.31 2.42 2.73
2.78 3.04 3.59
175 1.75 1.88
2.43 2.51 2.84

Switzerland

[Blue Chip Forecastars

in3Mo. | In6 Mo. [In 12 Mo.

10 Yr. Gov't Bond Yield %

InaMo. | In6 Mo. [In 12 Mo,

Scotiabank Group na na na
Moody's Analytics ne na na
romura Securities na na na
hMizuho Research Institute na na na
Wells Fargo na na na
iNG Financial Markels .10 0.10 .10
Sacigte Generale na na na
[December Consensus 0.10 0.10 0.10
High 0.10 0.10 0.10
Low 0.10 0.10 0.10
Last Manths Avg. 0.10 0.10 G.10

3 Mo. interest Rate %

na na na

425 .34 1.50
Mg M na

na nex na

na nea na

0.90 0.90 1.00
Q.70 1.10 1.30
0.95 1.10 1.27
1.25 1.31 1.50
Q.70 0.90 1.00
1.05 1.08 1.18

Canada

[Blue Chip Forecasters

In 3 Mo. | In6 Mg, |In 12 Mo.

10 Yr. Gov't Bond Yield %

In3Mo. | In6 Mo [ in 12 Ma.

Scotiabank Group na na na
Moody's Analytics na na na
Nomura Securities na na na
Mizuho Resaarch Institute na na na
Wells Fargo 1.15 1.18 1.20
ING Financial Markets 1.10 070 Q.70
Societe Ganerale na na na
[December Consensus 1,43 0.93 0.95
High 1.5 1.15 1.20
Low 1.10 0.70 0.70
Last Months Avg. 1.20 1.18 1.40

2.20 2.40 2.90
2,73 2.85 3.18
2.80 3.00 3.30
na na na
2.50 2.75 3.30
2.00 2.00 2.40
1.90 2.15 3.05
2.36 2.53 3.02
2.80 3.00 3.30
1.80 2.00 240
2.51 266 3.10

ad's Major Currency $ Indaex

F
In 3 Mo. l In 6 Mo. [1n 12 Mo |
——

na

na

na
na na na
72.0 73.0 75.0
71.9 70.3 60.1
na na na
73.5 T 68.0
na na na
72.5 71.8 71.0
73.5 73.0 75.0
71.9 70.3 680
a0 726 68.2
Yen/USD
In3Mo. | In6 Mo, [In 12 Mo.
81.3 82.7 84.7
81.7 83.5 87.3
79.0 80.0 85.0
750 73.0 77.0
na na na
73.0 70.0 70.0
76.0 75.0 73.0
7.7 77.4 79.5
81.7 83.5 873
73.0 70.0 70.0
77.6 78.1 805

USD/Pound Steriing

inaMo. | iIn6Mo. {in12 Mo,

1.61 1.62 1.64
1.56 1.87 1.60
1.65 1.68 1.65
na na na
na na na
1.59 1.68 1.62
1.54 1.59 1.67
1.57 1.59 1.64
1.61 162 1.67
1.54 1.87 1.60
1.52 1.82 187
CHF/USD ]
In 3 Ma. | In6 Mo. [In 12 Mo.
0.87 0.86 0.86
0.85 .86 0.86
nea na na
na na na
na na na
0.92 0.92 0.B7
1,02 1.06 1.08
0.92 0.92 0.92
1.02 1.08 1.08
0.85 0.86 Q.86
0.88 0.88 0.90
CADIUSD
In 3 Ma | In6 Mo. |In12 Mo,
1.01 0.99 0.98
1.01 1.00 0.99
0.95 0.95 0.96
na na na
na na na
1.05 1.01 0.97
1.03 1.00 0.97
1.01 0.99 0.97
1.05 1.01 0.99
0.95 0.95 096
1.00 1.00 0.98
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Iinternational Interest Rate And Foreign Exchange Rate Forecasts

Australia
3 Mo, Interest Rate % 10 Yr, Gov't Bond Yield % USD/AUD
[Blue Chip Forecasters in3Mo. | In6Mo. [In12 Mo. in 3 Mo. | In6 Mo. [in 12 Mo. In3 Mo. [ In6Ma. [in12 Mo.
E - Scotiabank Group na na na na na na 1.02 1.04 1.08
Moody's Analytics na na na 5.42 5.34 5.66 1.01 1.00 0.98
b Nomura Securities 4.60 4.90 5.25 na na na 0.98 1.00 1.05
L Mizuho Research Institule na na na na- na na na na na
E wells Fargo na na na na na na na na na
£ ING Financial Markets 4.40 3.70 3.60 4.00 4.00 4.40 0.98 1.00 1.06
| Societe Generale na na na 4.00 4.20 4.75 na na na
I—Decamber Consensus 4.50 4.30 4.43 4.37 4.51 4.94 1.00 1.01 1.04
High 4.60 4.90 5.25 5.12 5.34 5.66 1.02 1.04 1.08
: Low 4.40 3.70 3.60 4.00 4.00 - 4.40 0.98 1.00 0.98
k. Last Months Avg. 4.80 4.90 5.00 4.55 4.91 543 1.00 1.01 1.03
I Eurozone
f 3 Mo. Interest Rate % USD/IEUR
- [Biue Chip Forecasters In 3 Mo. | In6Mo. | In12 Mo. in 3 Me. | In6Mo. [in12 Mo.
Scotiabank Group na na na 1.41 1.42 1.40
Moody's Analytics na na na 1.40 1.37 1.32
Nomura Secunties 0.94 0.94 0.94 5 1.30 1.32 185
Mizuho Research Institute 0.90 0.70 0.80 1.27 1.30 1.35
Wells Fargo 0.65 0.85 0.65 na na na
ING Financial Markets 0.90 090 0.80 1.30 1.30 1.38
Sogciete Generale na na na 1.30 1.33 1.40
[December Consensus 0.85 0.80 0.82 1.33 1.34 1.37
High 0.94 0.4 0.94 1.41 1.42 1.40
Low .65 0.65 0.65 1.87 1.30 1.82
Last Months Avg. 1.26 1.00 1.04 1.36 1.35 1.35
10 Yr. Gov't Bond Yields %
Germany France Italy Spain
Biue Chip Forecasters In3 Mo. | In6 Mo. [1n 12 Mo | In3Mo. | In6 Mo, [In 12 Mo.| In3 Mo. [ In6Mo. [In 12 Mo.| In 3 Mo. | In6 Mo. |In 12 Mo.
ING Financial Markets 1.80 1.80 2.00 470 4.40 420 6.80 6.80 6.60 6.80 6.80 6.60
Mizuho Research Institute 1.80 1.90 2.00 na na na na na na na na na
Moody's Analytics 2.39 267 3.00 3.48 376 441 5.60 580 6.00 6.06 6.17 6.33
Sociele Generale 1.50 1.90 210 na na na na na na na na na
December Consensus 1.87 2.07 2.28 4.09 4.08 4.31 6.20 6.30 6.30 6.43 6.49 6.47
b JHigh 2.39 267 3.00 470 440 441 6.80 6.8¢ 6.60 6.80 6.80 6.60
E |Low 1.50 1.80 2.00 3.48 3.76 4.20 560 5.80 6.00 5.06 6.17 6.33
i {Last Manths Avg. 2.06 2.15 2.38 321 3.09 3.12 5.74 8.71 5.82 5.3 5.64 5.67
Consensus Forecasts Consensus Forecasts
10-year Bond Yields vs U.S, Yield 3 Mo. Deposit Rates vs U.S. Rate
1 Current | In3Mo. | In6Mo. | In12 Mo. Current | In3Mo. | In6Mo. | In12 Mo.
 |Japan -093 -0.99 -1.15 -1.47 Japan 0.3 -0.19 -0.63 -0.14
F |United Kingdom 0.54 0.27 0.18 0.10 United Kingdorn 0.44 0.45 0.38 0.38
| -1.07 -1.08 -1.143 -1.37 Switzerland -0.48 -0.34 0.29 -0.29
0.14 0.32 0.29 0.38 Canada 0.59 0.69 0.54 0.56
1.94 2:33 2.28 230 Australia 399 4.086 KR 4.04
0.28 -0.17 0.17 -0.36 Eurozone 0.84 0.41 0.41 0.44
1.72 2.05 1.85 1.67
540 416 4.07 3.66
4,74 4.39 4.25 3.83
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Viewpoints:

The Q3 GDP Revision: News for Optimists and Pessimists

The gavernment’s estimate of real GDP growth for 3Q11 was revised
down to 2.0% (from a first print of 2.5%). But the two most conspicu-
ous details of the report are positive for near-term growth. The compo-
sition of GDP in 3Q11 now shows an unrevised 3.6% saar final sales
growth and an outright decline in inventories, a combination that can be
expected 1o lead 10 @ positive ftum in the inventory cycle soon. Indeed,
the forecast improvement to 3.0% real GDP growth this quarter incor-
porates an increase in the inventory contribution to annualized growth
from -1.6%-pt in 3011 to 0.8%-pt in 4Q11 (with about half this shift
offset by a decline in the contribution from net exports, largely reflect-
ing the part of the inventory boost that is supplied by foreign sources).
In addition, the first report on corporate profits shows earnings continue
to rise more quickly than GDP. Margins from domestic non-financial
activity reached their highest level since the late 1960s.

However, other important details of the revision are more negative. The
deterioration in state and local finances, as federal aid from the stimulus
legislation runs down, points 1o further tightening from this sector in
coming quarters. The significant downward revision 10 wage and salary
income and to real disposable income accentuates the previously-
reported disconnect between spending growth and income growth and
the resulting plunge in the saving rate. Such declines, especially against
the backdrop of soft assct prices and weak confidence readings, are
often followed by retrenchment. Because of weak personal income,
growth of national income has been running well below GDP growth
over the past two quarters, Fed rescarch suggests that early reports on
national income are often mote reliable estimates of economic growth
than GDP.

The combination of relatively strong growth in final sales and little or
no prowth in inventorics is as usual viewed as a positive for near-tenn
real GDP growth as it peints to a positive tumn in the mventory cycle
that will boost domestic manufacturing. Moreover, the detail of the
report showing a split between inventory growth for durables and non-
durables helps identify where this help should come from. Inventories
in the durable goods industries rose 4.2% saar in 3Q11, in line with the
recent trends, The stall in inventory accumulation is concentrated in
nondurables, -3.5% saar, and extends to manufacturing (-$8.4 billion
saar), wholesale industries (-$12.6 billion), and the farm sector (-$10.8
billion). Monthly source data detail indicates that the maximum de-
stocking in nondurable inventories occurred in August.

This suggests that the boost to growth from the turn in the inventory
cycle should be coming in the nondurable goods industries and could
have started as soon as September. [P growth for nondurable manufac-
turing averaged 0.25% per month in September and October after a
small net decling on average over the previous four mouths, some im-
provement but not enough to provide much of a major boost 1o overall
GDP growth yet.

The second important positive news in the GDP report is the first look
at 3Q11 profits. Total adjusted profits of US firms increased 8.5% saar
in 3Q11, again outpacing overall GDP growth. And while in past quar-
ters, profits had been boosted by eamings from abroad, foreign earnings
declined in 3Q11. Profits from domestic operations increased 9,3% saar
last quarter. And the 6.6% growth pace for domestic non-financial prof-

A Sampling of Views on the Economy, Financial Markets and Governmeunt Policy
Excerpted from Recent Reports Issued by our Blue Chip Panel Members and Others

its allowed margins for this sector to reach their highest levels since the
late 1960s.

Real business fixed investment was revised shghtly lower in 3Q11, but
at 14.8% saar growth it is still the major growth sector of the economy.
Strong profits growth provides some support for the view that strong
double-digit growth in business spending will be maintained this quar-
ter. But the lalest monthly news on capital spending has been disap-
pointing. Core capital goods shipments, source dala for estimating
equipment spending, declined about 1% in both September and Octo-
ber. {(However, the 1P report sends a different message. Production of
business equipment increased 0.6% in September and 1.0% in October.)

As has been the case through most of the expansion, upbeat news on
corporate profits has been accompanied by disappointing growth of
labor income. The first revision to GDP includes revisions to prior
quarter labor income based on the more reliable income data in the
(uarterly Censos of Employment and Wages (QUEW). Wage and sal-
ary income for 2011 was revised down to growth of only 2.4% saar
(from 4.9%) and 3011 growth was revised down to 1.5% growth (from
2.0%), st odds with expectations that upward revisions to August and
September payroll employment would lead to an upward revision of
mcame growth.

Real disposable income has been revised down accordingly and now
shows declines in each of the last two quarters while real consumer
spending posted gains of 0.7% saar and 2.4% for the two quarters. The
apparent disconnect between falling income and rising spending is
squared via a sharp decline in the saving rate, down to 3.8% in 3Q11
from 4.8% the prior quarter and 5.0% in 1Q11. The decline in the sav-
inpg rate is probably a warning of spending caution ahead, especially
against the backdrop of recent trends in asset prices and consumer con-
fidence. The saving rate can decline because higher tax payments {pe
haps on capital gains) are holding down disposable income relative lo
total income. But this was not the case last quarter. Saving as a share of
disposable income declined 1.0%-pt in 3Q11, and the saving rate rede-
fined as a share of total houschold income declined 0.9%-pt, only
slightly less.

The period of consumer retrenchment may have already started. Real
consumer spending slowed to a 0.1% gain in October following in-
creases averaging 0.3% the prior three months, despite help in October
from falling prices, Rescarch at the Fed indicates that early estimates of
gross domestic income (GDI) may tend to be more reliable growth
measures than estimates of GDP, In this light, it is worth noting that
revised data show real GDI increasing less than 0.5% saar in each of the
last two guarters.

Another feature of the first revision is the compiete set of revenue and
outlay tables for the state and local government sector. The overall
balance tends to be volatile fram quarter to quarter but these data show
that statc and local governments, in aggregate, had managed to bring
borrowing requirements back toward normal by mid-2010 through a
combination of spending cuts, tax increases, deferred maintenance, and
increased federa) aid. With the economy now growing, it would scem
that state and local finances might be able to loosen a bit in coming
quarters. But this does not appear to be the case, Federal aid that had
been tempaorarily Jifted as part of the stimulus (continued on next page)
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iewpoints

package is now starting to run off. These federa) grants declined by
£57.1 billion saar in 3Q11, and fully account for the widening budget
F nbalance of the sector last quarter, Further scheduled cuts in aid will
put continued pressure on finances in the quarters ahead.

i Robert Mellman, JPMorgan Chase Bank, New York, NY
F A Super Flop

Members of the Joint Select Committee on Deficit Reduction (JSCDR)
failed 16 meet the requirement of the Budget Contro] Act (BCA) of
2011 directing this so-called “Super Committee” to agree on (by 23
Noverber) and then present to Congress (for passage by 23 December)
a plan to cut $1.2 trillion from the projected 10-year budget deficitlUn-
der another provision of the BCA this faiture will trigger the “sequestra-
tion” (automatic reduction) of scheduled spending on both defense and
noen-defense discretionary programs in January 2013

This legislative failure has little direct effect on our forecast for the US
cconomy. We had not expected the JSCDR to propose substantive
changes that weuld affect the 2012 outlook, and we continue to believe
that fiscal policies for 2013 will not be set before late next year. The
immediate aftermath of the 2012 presidential and congressional elec-
tions should be anopportune time to strike a long-run budget compro-
mise that would incorporate significant reforms to both taxes and
spending, It is important to recognize that, under current law, very large
automatic tax increases and spending cuts will take effect at the begin-
ning of 2013, Like a sword of Damocles hanging over the US govern-
ment, the prospect of such a severc fiscal restraint seems likely to,
eventually, compel action.

As noted, the JSCDR’s failure to act will likely have no direct effect an
fiscal measures in the year ahead. The Congressional Budget Office
(CBO) and Jomnt Committee on Taxation (JCT) estimate that under
current law @ combination of BCA spending caps, the partal with-
drawal from military operations in lraq and Afghanistan, and other
expiring tax provisions amount to $69 billion in 2012 — a “drag” of just
0.4% of the CBO's estimate of fiscal 2012 GDP, However, we continue
to believe that Congress will act svon to counteract all of that drag ~
and to provide some modest net stumulus to 2012 growth,

Despite the latest “process failure,” we expect & bi-partisan majority o
agree to take action before year-end to prevent the scheduled expiration
of the two percentage point (pp) cut in payroll taxes enacted a year ago
a5 a “temporary” fiscal boost. We judge that, with the economy still
faltering, policymakers will decm it ill-advised to risk the effects of a
sizeable tax increase of roughly $120bn that would result from the res-
toration of the usual payrell tax rates, Moreover, we think that Congress
will also act to extend the life of the emergency unemployment com-
pensation (EUC) program. Congress must enact, by mid-December,
legislation (the “omnibus™ spending bill) to authorize on-going Rov-
ernment operations for fiscal 2012. That “must-pass” legislation would
likely be the most suitable vehicle for extending the payroll tax cut and
the EUC program. Both are subject to “pay-go” rules requiring tax or
spending offsets over a 10-year time horizon, but these rules could be
waived as they were last year. However, the politics surrounding the
“Super Commiitee’s” failure will make cnactment of these measures
more contentious.

A Sampling of Views on the Economy, Financial Markets and Government Policy
Excerpted from Recent Reports Issued by our Blue Chip Panel Members and Others

The looming scquestration would greatly magnify the 2013 tightening
of fiscal policy that is embedded in current law. Beyond a modest fiscal
drag in 2012, the fiscal drag in 2013 under current policy grows sub
stantially, The spending caps enacted in the BCA would reduce pro-
jected discretionary spending in 2013 by about $49bn but the sequestra-
tion now set 1o be triggered in January 2013 would add cuts of more
than twice that amount -- roughly $111bn. In addition, CBO estimates
that reductions in troop deployment would shave about $53bn more
from outlays — for fotal spending cuts of $214bn, or 1.3% of GDP. On
the revenue side, the expiration of the Bush-era tax cuts, failure to index
the AMT (alternative minimum tax) for inflation, and other expiring tax
provisions total approximately $314 billion, or 1.9% of GDP. The com-
bined spending cuts and revenue from expiring tax provisions create a
total fiscal drag of about 3.3% of GDP in 2013,

With the failure of the JSCDR, the BCA mandates a “sequestration”
procedure that results in automatic cuts in both defense and non-defense
discretionary spending, The BCA directs the Office of Management and
Budget (OMB) to impose cuts through a specific formula and to be
spread evenly over FY2013-21. They would also be divided evenly
between the defense and non-defense programs, including entitlements.
towever, cuts to Medicare and certain health care programs would be
capped at 2% for each fiscal year.

Sequestration would shave more than 7% from planned defense spend-
ing over the decade ahcad but other defense spending cuts associated
with reductions in troop deployment would cut another 6% from de-
fense outlays over the 10-year budget horizon. Defense Secretary Leon
Panetta and Senator John McCain have warned of dire national security
consequences resulting from such deep cuts. Resistance to the man-
dated cuts in non-defense programs is likely 1o be equally intense. In
our view, averting sequestration’s deep cuts will become a priority for
many in Congress but doing so will require the sort of sober realign-
ment of budgetary priorities that eluded the Super Commilice. The debt
ratings agencies, which have indicated that the Committee’s failure will
not lead to a quick downgrade of US debt, may recognize this prospect.

Our baseline farecast of the economy in 2013 assumes Congress acts 10
offset most, but not all, of these automatic changes after the presidential
election in November 2012. While we retain the assumption that fiscal
drag in 2013 will be greater than in 2012, we remain confident that it
will be substantiaily less than current law would require.

‘The economic cost of procrastination creates a powerful incentive 1o
finally take up the soris of tax and entitlement reforms that will ulti-
mately be needed to set US fiscal policy on a sustainable path. The
sequestration process triggered by the failure of the Super Comnuttee
magnifies the incentive to act. Both this suinmer’s debt ceiling debate
and now the failure of the Super Committee may seem to reveal a dys-
functional government, But behind it all, a consensus now appears to
recognize the necessity for reform. We believe that consensus will
eventually produce significant progress toward these long-overdue re-
forms shortly after the 2012 election in order ta avert the frightening
consequences of sequestration and other current-law budget changes
scheduled to take effect early in 2013,

David Resler and Ellen Zentner, Nomura Securities, New York NY
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Long-Range Forecasts:

The table below contains results of our semi-annual long-range CONSENSUY survey. There are also Top 10 and B
for each variable. Shown are estimates for the years 2013 through 2017 and ay

. ; ! .o AVErages for the five-year periods 2013
Apply these projections cautiously, Few economic, demographic and politica forces can be

ottom 10 averages

<2017 and 2018-2022.
evaluated accurately over such tong time spans.

T e TR, Average For The Year——-._. Vive-Vear Averanss
" 2013 014 ve- r AY i
fotereer Rats s S s W 2015 2006 2017 20132017 2018 3022
] Federal Funds Rate CONSENSUS 0.5 1.8 38 54 s ~——%7;~— At
Fop 10 Average 0.9 29 4.0 4.3 4.6 3.4 e
Bottorm 10 Average 0.2 0.9 16 27 26 VIIS 2‘(':
2. Prime Rate CONSENSUS 3.6 48 3 sy 7 ’is =
Top L0 Average 4.0 6.0 71 75 e ‘a a
Bottom 10 Average 3.3 319 4.7 5.3 56 4"’ S'ﬁ
3. LIBOR, 3-Ma. CONSENSUS 0.8 22 33 3.8 4.0 8 3.0
Top 10 Average Bk 1.5 43 4.8 4.9 18 49
Bottom 10 Average 0.4 1.2 20 2.6 29 1-8 3.0
4. Commercial Paper, 1-Mo. CONSENSUS 0.6 1.9 78 34 %] 5E e
Top 10 Average 1.1 29 4.0 4.4 46 14 46
Bottom 10 Average 0.2 1.0 18 9.3 27 .1'6 2'7
- ~ W . Al o . s
5. Treasury Bill Yield, 3-Mo. CONSENSUS 05 1.7 27 33 X3 5y r
Top 10 Average 1.0 2.8 19 4.3 44 13 45
Bottorn 10 Average 0.1 0.8 6 22 26 1'4 25
", 3 Al “ m ' ] L .
6. Treasury Bill Yield, 6-Mo. CONSENSUS 0.6 1.8 78 34 35 X3 v
Top 10 Average 1.2 3.0 4.1 4.5 46 15 4.6
Bottom 10 Average 0.2 0.9 1.7 2.0 2.6 1'5 26
. 3 = B o e B e : ¥ %
7. Treasury Bill Yield, 1-Yr. CONSENSUS 0.8 21 11 36 39 35 T8
' Top 10 Average 1.4 39 44 4.6 48 19 g
Bottom 10 Average 0.4 1.1 19 25 23 17 n g
& Treasury Note Yield, 2 Yr. CONSENSUS 1.2 2.4 33 3.0 A EX0 e
Top 10 Average 1.9 3.5 ) 4.8 5.0 3.6 5.0
Bottorn 10 Average 0.7 1.5 22 98 30 2'0 20
10. Treasury Note Yield, 5-YT. CONSENSUS 2.2 3.1 3.0 13 ad W3 ok
Top 10 Average 3.1 4.0 4R 59 51 oy 53
Bottom 10 Average 1.5 2L 28 13 14 2“6 33
v - _—_-—‘—“‘—-—..__ -3 3. - o
11. Treasury Note Yield, 10-YTr. CONSENSUS 32 4.0 .6 a4 a0 a3 a8
Top 10 Average 4.1 4.7 5.3 5.5 57 51 57
Bottom 10 Average 2.4 3.2 1.7 4.0 41 15 10
12, Treasury Bond Yield, 30-Yr. CONSENSUS 4.2 4.8 T3 55 I =1 73
Top 1O Average 51 5.7 6.2 &4 6.4 60 6.4
Bottom 10 Average 53 4.0 43 4.5 46 42 £
13. Corparate Aaa Bond Yicld CONSENSUS 4.7 5.4 58 6.2 6.2 57 6.1
Top 10 Average 55 6.2 6.6 71 71 65 71
Bottom 10 Average 3.9 4.5 5.0 57 53 438 51
13. Corporate Baa Band Yield CONSENSUS 5‘7 6.4 6.8 71 13 6.6 7.0
Top 10 Average 6.5 7.2 7.6 81 81 75 8.0
Bottorn 10 Average 5.0 5.6 6.0 6.2 6.2 sg 6.0
14, State & Local Bonds Yield CONSENSUS 4.7 53 55 L) 53 T4 Z6
Top 10 Average 5.5 6.1 6.3 6.5 6.5 62 63
Bottom 10 Average 3.9 4.5 48 49 5.1 46 49
15, Home Mortgage Rate CONSENSUS 4.8 5.6 6.0 %A rawy T8 3
Tap 10 Average 5.7 6.4 6.8 7.5 72 6.6 79
Bottom 10 Average 4.2 48 5.9 5.4 55 50 54
A. FRB - Major Currency Index CONSENSUS 73.4 74.0 748 755 759 R TR
Top 10 Average 77.0 78.9 79.% 79.8 80.3 791 80.6
Bottom 10 Average 70.1 695 70.5 71.2 71.6 70.6 71.0
“““““““““ YEHFO""*Y“T’ % Change-—o... Five-Year Averages
R, A3 2014 2005 2006 2017 20132017 30185023
B. Real GDP CONSENSUS 28 2.8 2.9 2.9 2.8 28 2.6
Top 10 Average 33 3.5 14 34 39 13 29
Bottom 10 Average 2.2 2.1 2.5 2.4 2.4 93 21
C. GDP Chained Price Index CONSENSUS 1 2.3 232 3 33 %) EX|
Top 10 Average 2.6 2.9 57 39 57 57 56
Bottom 10 Average 1.5 1.6 1.8 1.7 18 17 17
0. Consumer Price Index CONSENSUS 13 24 2.4 4 73 34 i3
Top 10 Average 2.9 35 1.0 3.0 29 3.0 28
Bottomn 10 Average 1.8 1.8 1.9 1.9 1.9 1.9 20
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Databank:
iéli Historical Data

month]y Indicator Jan Feb Mar Apr May Jun Jly Aug Sep Oct Nov Dee
| Rewil and Food Service Sales (a) 0.8 1.3 0.8 0.2 0.1 0.2 0.4 0.3 1.1 .5
b Auto & Light Truck Sales (b) 12.64 13.24 13.02 13.13 11,68 115} 12,20 12.09 13.05 13.21
Personal Income (a, current §) 1.} 0.3 0.5 04 03 0.1 0.1 0.1 0.1 0.4
Persona! Consumption (&, current $) 0.4 08 .6 0.3 .2 -0.2 0.9 0.2 0.7 0.1
Consumer Credit {e) 2.2 32 22 2.8 30 5.6 58 -4.7 1.6
Consumer Sentiment (U, of Mich ) 74.2 77.5 67.5 69.8 74.3 71.5 63.7 557 594 60.9
Household Employment (¢) 117 250 291 190 105 445 38 331 398 277
Non-farm Payroll Employment (c) 68 235 194 1 53 20 127 104 158 80
Unemployment Rate (%) 9.0 8.9 8.8 9.0 9.1 9.2 9.1 2.1 9.1 9.0
Avcrage Hourly Eamnings (All, cur, 8) 22.80 22 8% 22.89 2293 23.02 23.01 23.12 23.08 2314 23.19
Average Workweek {(All, hrs.) 34.2 34.3 343 34.4 34.4 34.3 343 34.2 343 343
Industrial Production (d) 5.8 52 53 4.5 34 3.3 3.6 34 32 4.0
Capacity Utilization (%) 76.9 76.5 77.0 76.7 76.7 76.7 725 774 713 T8
1SM Manufacturing Index (g) 60.8 61.4 61.2 60.4 53.5 353 509 50.6 51.6 50.8
18M Non-Manufacturing Index (g) 50.4 599 57.3 52.8 54.6 53.3 82.7 533 53.0 529
Housing Starts (b) 636 518 593 549 553 615 5 585 630 628
Housing Permits (b) 568 534 574 563 609 617 601 625 589 653
New Home Sales (1-family, ¢) 310 281 305 316 308 303 297 296 313
Construction Expendinures (a) -4 -1.0 02 ° 07 .5 1.6 -3.3 1.7 0.2
Consumer Price Index (nsa,, d) 1.6 2.1 2.7 32 3.6 3.6 36 38 3.9 A5
CPlex TFood and Encrgy (nsa., d) 1.0 1.1 1.2 13 15 1.6 1.7 20 2.0 21
Praducer Price Index (n.s.a., d) 36 5.4 5.0 6.6 Al 6.9 7.2 6.5 69 59
Durable Goods Orders (a) 4.0 -1.1 4.6 -2.5 2.0 -1.2 4.2 0.7 -1.6 -0.7
Leading Economic Indicators (g) 02 0.9 0.7 -0.3 0.7 0.3 0.6 0.3 0.1 0.9
Balance of Trade & Services (f) 479 -45.7 -46.4 -43.2 -50.2 516 -45.6 -44.9 -43 ]
Federal Funds Rate (%) 0.17 0.16 0.14 0.10 0.09 0.09 0.07 0.10 0.08 0.07
3-Mo. Treasury Bill Rate (%)} 0.15 0.13 0.10 0.06 0.04 0.04 0.04 0.02 0.0 0.02
10-Year Treasury Note Yield (%) 3.39 3.58 3.41 346 317 3.00 3.00 2.30 1.98 2.5
2010 Historical Data
Monthly Indicator Jan Feb Mar Apr May Jun Jy Aug Sep Oct Nov Dec
Retail and Food Service Sales (a) 0.4 0.3 2 0.6 -0.8 .2 03 1.0 1.0 1.3 0.7 0.6
Auto & Light Truck Sales (b) 10,81 10,42 11.69 i1.28 11.55 11.25 11.53 11.52 11.78 12.14 12.24 12,46
Personal Income (a, current $) 0.8 0.2 0.5 0.7 0.6 0.1 0.4 05 0.0 0.5 0.1 0.5
Personal Consumption (a, current $) Q.2 0.4 0.6 0.1 0.3 0.0 0.4 0.6 0.3 .6 0.4 0.4
Caonsumer Credit (e) 3.2 38 2.5 0.4 1.2 -0.9 2.7 ~2.5 0.0 39 0.7 23
Consumer Sentiment (U, of Mich.) 74.4 73.6 73.0 72.2 73.6 T6.0 67.8 08.9 68.2 6717 716 74.5
Household Employment (¢) 551 187 254 430 -29 -201 -10] 216 111 -294 -175 297
Non-Farm Payroll Employment (¢) -39 -35 192 277 458 -192 49 -59 -29 171 93 152
Unenployment Rate (%) 9.7 9.7 9.7 98 9.6 9.5 0.5 9.6 9.6 9.7 9.8 9.4
Average Hourly Eamings (All, cur. §) 22.44 2248 2248 22.52 2257 22.57 22.61 22.67 22,70 2137 22,76 22.717
Average Workweek (All, hrs.) 340 334 34,3 34.1 34.2 34.1 34.2 34.2 34.2 343 34.2 343
Industrial Production (d) 0.2 1.0 34 4.6 Tk 7.8 7.6 6.8 6.3 5.9 6.0 6.8
Capacity Utilization (%) 71.9 72.2 72.8 152 74.3 74.5 753 75.5 153 75.7 75.8 76.8
1SM Manufacturing (ndex (g) 58.3 57.1 60.4 59.6 57.8 55.3 55.1 55.2 55.3 56.9 58.2 58.5
1SM Non-Manufacturing Index (g) 507 52.7 54.1 54.6 54.8 53.5 537 528 53.9 54.6 56.0 57.1
Housing Starts (o) 615 603 626 GB7 580 539 550 606 597 539 551 526
tlousing Permits (b) 636 655 688 632 582 385 575 575 562 555 564 630
New Home Sales (1 -family, c) 346 344 385 420 281 307 279 278 36 282 287 331
Construction Expenditures (a) 0.1 -3.0 1.0 23 -2.8 0.1 -26 -1.0 12 1.1 0.2 2.5
Consumer Price Index (s.a., d} 2.6 2. 2.3 23 2.0 1.1 1.2 1.1 1.4 J2 1.1 1.5
CPlex. Food and Energy (sa., d) 1.0 1.3 1.1 0.9 0.9 0.9 09 0.9 0.8 0.6 0.8 08
Producer Price Index (ns.a., d) 4.5 42 5.9 5.4 51 27 4.1 33 3.9 4.3 34 38
Durable Goods Orders (a) 4.9 0.5 0.1 29 07 0.2 12 0.8 4.9 -3 0.1 0.7
Leading Economic Indicatars (g) 0.6 04 15 -0.1 0.5 0.2 0.2 0.1 0.7 6.2 1.2 08
Balance of Trade & Services () -37.5 41.0 41.1 415 4272 -40.9 41.6 -45.5 -44.0 -39.5 388 -40.5
Federal Funds Rate (%) 0.11 0.13 0.16 0.20 0.20 0.18 0.18 0.19 0.19 019 0.19 0.18
3-Mo. Treasury Bill Rate (%) 0,06 0.11 0.15 0.16 0.16 0.12 0.16 016 0.15 013 0.14 0.14
10-Year Treasury Note Yield (%) 3.73 369 373 3.82 3.4% 3.20 3.0l 2.70 2.65 2.54 2.76 349

(a) month-over-month % change; (b) millions, saar; {¢) thousands, saar; (d) year-over-year % change; (¢) annualized % change; (f) § billions; (g) level. Most
series are subject to frequent government revisions. Use with care.
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lCalendar Of Upcoming Economic Data Releases ,

Monday Tuesday Wednesday Thursday Friday
November 28 19 30 December 1 2
New Home Sales (Qa) S&PICase-Shiller Home Price | ADP Employmen: {Nov) [SM Manufacturing (Nov) Emplogment Repors (Nov)
Index (Sep) Challenger Survey (Nov) Yehicle Sales (Nov)
Consumer Confidence (Nov, Chicago PMI {Nov) Conslruction Spending {Oct)
Cenference Board) Perding Home Sales (Qct) Weekly Jobtess Claims

ABC Consumer Comlor Tixlex
Weekly Store Sales

Reige baok for Dec. 13 FOMU
meeling

Agricultural Prices (Nov)

EIA Crude Gil S1ocks
Morngage Applicanons

Weekly Maney Supply

5 6 7 8 9
1SM Nou-Manuofacturing (Nov | ABC Consumer Comion Index | Consumer Credit (Oct) Wholesale Inventories (Qct) Trade Balance (Oct)
Factory Orders (Qcr)) Weekly Store Sales Mortgage Applications ICSC Chain Stare Sales (Nov) | Consumer Sentiment {Dec, Pre-
El1A Crude Oil Stocks Werkly Jobless Claims liminary, Universily of Michi-
Weekly Money Supply gany
12 13 14 15 16
U.S. Budget (Nov) FOMC Meeting Impoit Praces (Nov) Philadelphia Fed Survey (Dec) | Consumer Price Index (Nov)
) Retanl Sates (Nov) EIA Crude Cil Stocks Empire Survey (Dac)

Business Inventories {Qci)
Weekly Store Sales
ABC Consumer Comfort Index

Mortgage Applicalsons

Industrial Praduction (Nov)
TFroducer Price Index (Nov)
TIC data (uct}

Current Accoun (Q3)
Weekly Jobless Claims
Weekly Money Supply

19 26 21 22 13
NAHB Housing Market Index | Housing Starts (Nov) Existing Home Sales (Nov) GDP (Q3, Final) ) Personal income and Consump-
(Dech Weekly Store Sales EIA Crude Oil Stocks Consamer Sentiment (Dec., tivn {(Nov)
ABC Consumer Comfort Index | Mortgage Applications Final, University of Michigan) | New Home Sales (Nov)
Leading Econamic Indicators Durable Goods (Nav)
{Nov}
Weekly lobless Claims
Weekly Money Supply
26 27 28 29 30
Christinas Day Observed| S&P/Case-Shiller Home Price | ElA Crude Ol Stacks Pending [ome Sales (Oct) Chicago PMI {Dec)
Index (Oct) Merigage Applications Weekly Jobless Claims
Markets Closed Consumer Confidence {Dec, Weekly Money Supply
Conference Board)
ADC Consumer Comlort Index
Weekly Store Sales
January 2 3 4 g 6 _
New Year’s Day 18M Manufacturing (fan) ADP Bimployment {Dec) ISM Non-Manufacturing (Jan) | Employiment Report (Dec)
(observed) Coustruction Speading (Nov) Vehicle Sales (Dec) 1CSC Chawn Store Sales (Duc)
s FOMU: Minutes (Dec. 13 meot- | Factory Orders (Dec) Weekly Jobless Claima
Muarkets Closed

ing}
ABC Consumer Comfort Tndex
Weekly Store Sales

Moertgage Appheations
EIA Cryde (3 Stocks

Weekly Moncy Supply
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| CONTRIBUTORS TO DOMESTIC SURVEY

| Action Economics, LLC, Bouider, CO

Michael Englund

Bank of America Merrill Lynch, New York, NY
Ethan Harris

DBank of Tokyo-Mitsubishi UFI, Ltd., New York, NY
Christopher 8. Rupkey

Harclays Capital, New York, NY

Dean Maki

BMO Capital Markets Economics, Torontoe, Caneda
Sherry Cooper and Douglas Porter

Chrnura Economics & Analytics, Richmond, VA
Christine Chmura and Dr. Xiaobing Shuai
ClearView Economics, LLC, Cleveland, OH
Kenneth T. Mayland

Comerica, Dalias, TX

Robert A, Dye

Cycledata Corp., San Diege, CA

Robert 8. Powers

Daiwa Capital Markets America, New York, NY
Michael Moran

Economist Intelligence Unit, New York, NY

Leo Abruzzese and Jan Fricderich

DePrince & Associates, Murfreesburo, ™
Afbert E. DePrince Ir.

Fannie Mae, Washington, DC

Douglas Dunean

Georgia State University, Atlanta, GA

Rajeev Dhawan and Fmin Hajiyev

GLC Financial Economics, Providence, Ri

Gary L. Ciminero

Goldman, Sachs & Co., New York, NY

Jan Hatzius

3.P. Morgan Chase, New York, NY

Bruce Kasman and Robert Mellman

TPMorgan I'rivate Wealth Management, New York, NY
Anthony Chan

1.W. Coons Advisors, LLC, Columbus, OB
Jamnes W. Coons

Kellner Economic Advisers, Port Washington, NY
Irwin L. Kellner

{.oomis, Sayles & Company, 1..P., Bloomfield, MI
Brian Horrigan and David Sowerby

. MacroFin Analytics, Wayne, NJ

Parul Jain

MT Global, New York, NY

James F. O’ Suliivan

Mesirow Financial, Chicago, L.

Diane Swonk

Moody's Capital Markets Group, New York, NY
John Lonski

Moody’s Analytics, West Chester, PA

Mark M. Zandi

Naroff Economic Advisors, Philadelphia, PA
Joel L. Naroff

BLUE CHIP FORECASTERS

National Association of Realtors, Washington, DC
§. Lawrence Yun

Nomura Securities International, Inc., New York, NY
David H. Resler :
Oxford Economics, Wayne, PA

Lea Tyler

Pierpont Securities, Stamford, CT

Stephen Stanley

PNC Financial Services Group, Pittsburgh, PA
Stuart G. Hoffman

RBS, Greenwich, CT

Michelle Girard

RDQ Economics, New York, NY

John Ryding and Conrad DeQuadros

RidgeWorth Capital Management, Richmond, VA
Alan Gayle

Russell Investments, Scattle, WA

Michael Dueker

Seotiabank Group, Toronto, Canada

Aron Gampel and Dr, Warren Jestin

Saciete Generale, NY, New York

Stephen W, Giallagher

Standard & Poor's Corp,, New York, NY

Beth Ann Bovino

Sione Harbor Investment Partners, LP, New York, NY
Brian Keyser

SunTrust Banks, Inc., Atlants, GA

Gregory L. Miller

Swiss Re, New York, NY

Kurt Karl

The Northern Trust Company, Chicago, L

Pau} L. Kasriel and Asha G. Bangalore
Thredgold Bconomic Associates, Salt Lake City, UT
Jeff X. Thredgold

UBS, New York, NY

Maury Harris, Samuel Coffin and Kevin Cummins
Wintrust Wealth Management., Chicago, IL.
William B. Hummer

Wells Capital Management, Sap Francisco, CA
Gary Schlessberg

Wells Fargo, Charlotte, NC

john Silvia and Mark Vitoer

Woodworth Holdings, Ltd., Summit, NI

Jay N. Woodworth

CONTRIBUTORS TO INTERNATIONAL SURVEY
Barclays Capital, New York, NY

NG Financial Markets, London, England

Mizuho Research Institute, Tokyo, Japan

Moody's Analytics, West Chester, PA

Maody's Capital Markets Group, New York, NY
Nomura Securities International, New York, NY
Qeotiabank Group, Toronto, Canada

Societe Generale, New York, NY

UBS, New York, NY

Welils Fargo, Charlotie, NC
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Fourth Quarter 2011 Survey of Professional
Forecasters

Release Date: November 14, 2011

Forecasters Predict Lower Growth and Higher Unemployment in 2012 and
2013

The outlock for growth and unemployment in the U.S. economy looks a little weaker
now than it did three months ago, according to 45 forecasters surveyed by the Federal
Reserve Bank of Philadelphia. The forecasters predict lower real GDP growth and
higher unemployment rates in 2012 and 2013 than they did in August. Our panelists
expect real GDP to grow at an annual rate of 2.6 percent this quarter, unchanged from
the previous estimate. On an annual-average over annual-average basis, the
forecasters see real GDP growing 1.8 percent in 2011 (1.7 percent previously). The
forecasters predict real GOP will grow 2.4 percent in 2012 (2.6 percent previously) and
2.7 percent in 2013 (2.9 percent previously). The downward revision in 2012 and 2013
is accampanied by an upward revision for growth in 2014,

Upward revisions to unemployment and downward revisions to job growth accompany
the current outlook for growth, Unemployment is projected to be an annual average of
9.0 percent in 2011, before falling to 8.8 percent in 2012, 8.4 percent in 2013, and 7.8
percent in 2014. The estimates for 2012, 2013, and 2014 are higher than the
projections in the last survey. On the employment front, the forecasters have revised
downward the growth in jobs over the next two years, The forecasters see nonfarm

payroll employment growing at a rate of 115,300 jobs per month this quarter and
121,000 jobs per month next quarter. The forecasters’ projections for the annual
average level of nonfarm payroll employment suggest job gains at a monthly rate of
106,500 in 2011, and 123,200 in 2012, as the table below shows. (These annual-
average estimates are computed as the year-to-year change in the annual-average
level of nonfarm payroll employment, converted to a monthly rate.)

Quarterly data:
2011:Q4 2.6 2.6 9.0 9.0 148.7 115.3
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2012:Q1 2.2 2.4 8.8 8.9 180.3 121.0

2012:Q2 2.9 2.4 8.7 8.9 138.0 126.3
2012:G3 3.2 2.8 8.6 8.8 187.0 152.4
2012:Q4 N.A. 2.7 MN.A, 8.7 N.A. 126.3

Annual dota (projections are based on annual-average levels):

2011 1.7 1.8 9.0 9.0 111.5 106.5
2012 2.6 2.4 8.6 8.8 150.1 123.2
2013 2.9 2.7 8.1 8.4 N.A. N.A,
2014 3.1 3.5 7.6 7.8 N.A, N.A,

The charts below provide same insight into the degree of uncertainty the forecasters
have about their projections for the rate of growth in the annual-average level of real
GDP. Each chart presents the forecasters’ previous and current estimates of the
probability that growth witl fall into each of 11 ranges. The charts show that the
estimates of uncertainty about growth in 2012, 2013, and 2014 are nearly the same as
those of the previous survey.

*  Mean Probabilities for Real GDP Growth in 2011 {chart)

*  Mean Frobabilities for Real GDP Growth in 2012 {chart)

+  Mean Probabilities for Real GDP Growth in 2013 {chart)

o Hean Probabitines for Real GDF Grovth in 2014 (chart)
The forecasters’ density projections, as shown in the charts below, shed light on the
odds of a recovery in the labor market over the next four years. Each chart presents
the forecasters’ previous and current estimates of the probability that unemployment
will fall into each of 10 ranges. The forecasters have revised upward their estimate of

the probability that the annual-average unemployment rate will fall into the range of
8.5 to 8.9 percent in 2012, 2013, and 2014.

*« Mean Probabilities for Unemployment Rate in 2011 (chart)
e Mean Probabilities for Unemployment Rate in 2012 (chart)
*+  Mean Probabilities for Unemployment Rate in 2013 {chart)

s Mean Probabilities for Unemployment Rate in 2014 {chart)

Little Change in the Outlook for Inflation
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The forecasters have left their short-term projections for inflation in 2012 and 2013
nearly unchanged from their previous projections. Headline CPl inflation in 2012 will
average 1.9 percent, down from 2.0 percent previously.' Headtine CPI inflation will rise
to 2.2 percent in 2013, up 0.1 percentage point from the previous estimate. Core CPj
inflation in 2012 will average 1.8 percent, unchanged from the previous survey, and
rise to 2.0 percent in 2013. The projections for headline and core PCE inflation follow
a similar pattern.

Over the next 10 years, 2011 to 2020, the forecasters expect headline CPl inflation to
average 2.5 percent at an annual rate. This estimate is up slightly from 2.4 percent in
the last survey. Over the same period, headline PCE inflation will average 2.16 percent
at an annual rate, down slightly from {ast survey's estimate of 2.25 percent,

Headline CPl Core CPI Headline PCE ~ Core PCE

Previou €

LoD S;;f:_:::' il 5 . -_::_'.:t. _ - & t. . s .
Quarterty
2011:Q 2.0 2.0 1.7 1.7 1.7 1.8 1.5 1.4
4
2012:Q 2.0 2.0 1.6 1.8 1.8 1.7 1.5 1.6
1
2012:Q 2.1 1.9 1.9 1.8 1.6 1.6 1.7 1.6
pd
2012:Q 2.0 2.0 2.0 1.8 1.8 1.8 1.7 1.7
3
2012:Q N.A. 2.0 N.A, 1.8 N.A. 1.7 N.A. 1.6
4 .
Q4/Q4 Annual Averages
2011 3.2 3.6 2.0 2.2 2.5 2.8 1.7 1.8
2012 2.0 1.9 1.8 1.8 1.8 1.7 1.6 1.6
2013 2.1 2.2 1.8 2.0 2.0 2.0 1.7 1.8

Long-Term Annual Averages
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2011%- 2.30 2.40 N.A. N.A, 2.10 2.10 N.A. N.A,
2015

2011- 2.40 2.50 N.A, N.A. 2.25 2.16 N.A. N.A.
2020

The charts below show the median projections (the red line) and the associated
interquartile ranges (the gray area around the red line) for 10-year annual-average CPI
and PCE inflation. The median projection for 10-year annual-average CPl inflation has
risen in the current survey. However, the projection for 10-year annuat-average PCE
inflation is slightly tower.

o Projections for the 10 Year Annual-dverage Rate of P inflation (chart)
¢ Projections for the 10-Year annual-Average Rate of PCE Inflation {chart)

The figures below show the probabilities that the forecasters are assigning to the
possibility that fourth-quarter over fourth-quarter core PCE inflatien in 2011 and 2012
will fall into each of 10 ranges. The estimates for 2012 are nearly the same as those of
the previous survey, suggesting that the forecasters’ assessment of the uncertainty
about future inflation is holding steady.

e Mean Probabilities for Core PCE Infltation in 2011 {chart)

e Mean Probabilities for Core PCE inflation in 2012 {chart)
Lower Risk of a Negative Quarter

The forecasters have revised downward the chance of a contraction in real GDP in any
of the next four quarters. For the current quarter, they predict an 11.8 percent
chance of negative growth, down from 20.9 percent in the survey of three months ago.
As the table below shows, the forecasters have also made downward revisions to their
forecasts for the following three quarters. Over each of the quarters of 2012, the

forecasters peg the chance of a downturn at slightly less than one out of five.

Quarterly data:

2011: Q4 20,9 11.8
202 20.8 16.6
2012: Q2 19.4 17.3
STAFF 102496
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2012: Q3 19.0 17.1
2012: Q4 N.A, 17.0

The Federal Reserve Bank of Philadelphia thanks the following forecasters for their
participation in recent surveys:

Robert J. Barbera, Mount Lucas Management; Christine Chmura, Ph.D. and Xiaobing
Shuai, Ph.D., Chimura Economics & Analytics; Gary Ciminero, CFA, GLC Financial
Economics; David Crowe, National Association of Home Builders; Rajeev Dhawan,
Georgla State University; Shawn Dubravac, Consumer Electronics Association; Michael
R. Englund, Action Economics, LLC; Stephen Gallagher, Societe Generale; Timothy
Gill, NEMA; James Glassman, JPMorgan Chase & Co.; Ethan Harris, Bank of America-
Merrill Lynch; Keith Hembre, Nuveen Asset Management; Peter Hooper, Deutsche
Bank Securities, Inc.; IHS Global Insight; Peter Jaquette, PIRA Energy Group; Fred
Joutz, Benchmark Forecasts and Research Program on Forecasting, George Washington
University; Kurt Karl, Swiss Re; N. Karp, BBVA Compass; Walter Kemmsies, Moffatt &
Nichol; Jack Kleinhenz, Kleinhenz & Associates, Inc.; Thomas Lam, OSK Group/DMG
& Partners; L. Douglas Lee, Economics from Washington; Allan R. Leslie, Economic
Consultant; John Lonski, Moody’s Capital Markets Group; Macroeconomic Advisers,
LLC; Dean Maki, Barclays Capital; Jim Meif, Eaton Corporation; Anthony Metz, Pareto
Optimal Economics; Ardavan Mobasheri, AlG Global Economic Research; Michael
Moran, Daiwa Capital Markets America; Joet L. Naroff, Naroff Economic Advisors:
Mark Nielson, Ph.D., MacroEcon Global Advisors; Michael P, Niemira, International
Council of Shopping Centers; Luca Noto, Prima Sgr; Martin A. Regalia, U.5. Chamber
of Commerce; David Resler, Nomura Securities international, Inc.; Philip Rothman,
Fast Carolina University; John Silvia, Wells Fargo; Allen Sinai, Decision Economics,
Inc; Tara M. Sinclair, Research Program on Forecasting, Gearge Washington
University; David Slean, Thomson Reuters; Sean M. Snaith, Ph.D., University of
Central Florida; Constantine G. Soras, Ph.D., CGS Economic Consulting; Neal Soss,
Credit Suisse; Stephen Stanley, Pierpont Securities; Charles Steindel, New Jersey
Department of the Treasury; Susan M. Sterne, Economic Analysis Associates, Inc.;
Thomas Kevin Swift, American Chemistry Council; Andrew Tilten and Edward F,
McKelvey, Goldman Sachs; Lea Tyler, Oxford Economics USA, Inc.; Jay N.
Woodworth, Woodworth Holdings, Ltd.; Mark Zandi, Moody’s Analytics

This is a partial list of participants. We also thank those who wish to remain
anonymous.

Return to the main page for the Survey of Professional Forscasters,

STAFF 002497
FPL.RC-12

120015 Hearing Exhibits - 01256



1-0¥9 144

005700 A4V1S

wual-buoy s €102, sebueyd vy o} y 818 Z10Z Pue LL0Z | 1

'§921N0S

J9YJ0 Y}IMm JudlsIsuod Ajjesauab si 3sesalo) Juadal ysow s,jybisuj jeqo|s

| Gz Arenuga.

L1 Aenige

-4 AOAING SNSuasuo)

%l'C | WOT | %L | VL Aenigey eluydiape|iyd JO aAIasay |Biopa
BIU | %¥Z | %6C | ¥uUden Asjuejg uebion
8 ydJep Wbisuj [eqoj9

G judy

__lybisuj jeqoin

3jeQg oseojoy

1eak siyj uonejjul dybiy

jeymoawios sysabbns jsesalo} Juadaa Jsow s Jybisuj jeqo|o

120015 Hearing Exhibits - 01257



National Association for Business Economics
' November 2011 | NABE Qutlook

Below-Trend Recovery Continues, Hindered by Policy Uncertainty

Embargoed until; Monday, Novemnber 21, 2011, 12:01 AM ET

For further information, contact:

Technical | Richard DeKaser 202-306-9814/617-478-4656
Richard Wobbekind 303-492-1147 / 303-641-0739
Patrick Newport 781-331-9125
Sean Snaith 407-406-0076/ 407-823-1453
Shawn DuBravac 703-907-4305 / 703-980-8892
Bill Strauss 312-322-8151/312-480-0004

Media | Moelissa Golding 571.236-2820

The November 2017 NABE Qutlock presents the consensus of macroeconcmic forecasts from a panef of 49 professional
forecasters. (Sea last page for listing.) The survey, covering the outlook for 2011 and 2012, was conducted Qctober 20+
November 2.The NABE Outlook originated in 1965 and is one of three surveys conducted by NABE, the others are the
NABE Industry Conditions Survey and the NABE Economic Policy Survey. Founded in 1958, the National Association for
Business Economics s the professional association for those who use economics in their work. NABE has 2,400 members
and 32 chapters nationwide. Richard DeKaser, The Parthencn Group, Cecilia Hermansson, Swedbank; Patrick
Newport, IHS Global insight; Sean Snaith, University of Central Floricla, William Strauss, Federal Reserve Bank of
Chicago, Richard Wobbekind, University of Colorado; and Clare Zempel, Zempei Strategic conducted the analysis for
this report. The views expressed in this report are those of the analysts and do not necessarily represent the views of their
affillated companies or institutions. This report may be reprinted In whole or in part with a proper citation to NABE.

Summary: "Economists responding to the latast NABE Qutlook Survey expect moderate economic growth through
2012, with little likelihcod of another recessicn or an outbreak of inflation,” said NABE Outlook Survey Chair

Shawn DuBravac, chief economist at the Consumer Electranics Association. “The median forecast of respondents is
for inflation-adjusted gross domestic product—real GDP—to grow at 2.5 percent in the final quarter of 2011 and 2.4
percent for the year in 2012, Despite a relatively subdued outlook, the panel estimates that the odds of a second
recession remain low. Respondents expect consumer spending to grow below trend in 2012, the unemployment rate is
expected to decline only marginally over the next year, and the consensus view of the panel is that monetary policy will
remain accommodative. There are several bright spots in the outiook. Business spending remains a strong positive and
housing starts are expected to continue to rise from the bottom seen in 2010. Corporate profits and stock prices are
predicted to strengthen. But the panel remains concerned about debt-related issues in Europe.”

Pubished by the National Association for Business Etonomics | 1233 20th St Nw, Ste 505, Washington DO 20036
202-463-6223 202-403-6239 fax ¢ nabe@mabe.com | www.rnabe com
My De reprioted 1n whole of 10 part with credit given to NABE®. NABE® 15 the reqistered tradernark of the National Assaciation for Business EConomics.
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National Association for Business Economics
November 2011 | NABE Qutlook [ 2

Highlights

+ The NABE Qutlook panel predicts moderate real GDP growth through year-end 2012, A 2.5 percent pace is
expected during the fourth quarter of 2011, followed by a 2.4 percent growth rate in 2012, with GDP in the second
half of 2012 slightly stronger than in the first half. The NABE panel perceives uncertainty regarding future economic
policies as a major impediment to stronger econarnic performance, with poor confidence, ongoing balance sheet
restructuring, and & tepid housing market also tempering a robust economic recovery,

-

The odds of a second recession are low. Oniy two of 42 forecasters predicted a decline in real GDP over the near-
term. As a group, the panelists saw a recession as the least likely scenario. Forecast confidence has improved, but
remains fow. Seventy-two percent of panelists characterized their forecasts as “somewhat” or “much” more
uncertain than usual. That figure is down from the 86 percent that held this view in the September survey.

The NABE Outlook panel expects employment will improve, albeit very slowly. Monthly job gains are
expected to rise steadily over the forecast horizon, from an average of 100,000 during the fourth quarter of 2011 to
130,000 by the end of next year. The jobless rate will decline from 9.1 percent to 8.9 percent in 2012, but despite a
majority view of modest labor market improvement, NABE economists still identified “excessive uremployment” as
their single greatest concern going forward.

Growth in consumer spending is expected to remain below trend. Consumer spending is forecast to increase
2.1 percent this year—the same consumer spending forecast as reported in the September survey. The NABE
Qutlook Survey panel expects consumer spending to grow 2.1 percent in 2012, While still positive, this is well below
the histerical norm of 2.8 percent and suggests a tepid recovery. Light vehicle sales are anticipated to grow at a
modest pace from 12.6 million units this year to 13.3 million in 2012. Personal savings is not expected to impede
consumer spending, with only 22 percent of the panelists anticipating a higher personal savings rate.

Housing starts are expected to increase 10 percent in 2012. The economists participating in the survey expect
housing starts to reach 600,000 units in 2011, just slightly above the 2010 total and a small upward revision from the
September Qutlook Survey forecast. The housing starts forecast for 2012 was revised downward stightly from the
September estimate of 700,000 units ta 660,000 units. The projection for home prices in 2011 was lowered slightly
from a projected deciine in the Federal Housing Finance Agency {FMFA) index of 2 percent (Q4/Q4} in the September
survey to a decline of 2.5 percent in the Novemnber survey. Home prices in 2012 are expected to increase slightly less
than 1 percent.

Business spending remains a bright spot in the forecast. NABE's Qutlook panel continues to forecast solid if not
spectacular growth in spending on business equipment and software in both 2011 (up 10.5 percent) and 2012 (an
additiona! increase of 8 percent). The forecast for real spending on nonresidential structures improved from that
reported in the September survey. Panelists now envisage spending cn structures to increase 4.6 percent in 2011 and
4.5 percent next year. industrial production is expected to increase 4 percent in 2011 and 3.3 percent in 2012. This
moderate growth in industrial output will contribute to the growth of business spending. Twenty-four percent of
respondents report the need of businesses to upgrade, replace, or expand plant, equipment, and software, and this
will be a major factor in providing support for the economic recavery over the next two years.

Respondents are slightly less optimistic about real export growth and remain concerned about the
European debt crisis. Respondents lowered their 2011 and 2012 real export growth projections to 6.8 percent and
6.1 percent, respectively (frorn 7.8 percent and 7.9 percent, respectively, in the September survey). Projections for real
import growth were also a tad weaker at 5.1 percent and 4.3 percent in 2011 and 2012 {compared with 5.3 percent

Continued on next page
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Continued from previous page

and 4.7 percent in September). Respondents currently expect real net exports to be more negative than they did in
September. Forecasters expect net exports to narrow from -$421.1 billion {chained 2005 $)in 2010 1o a projected -
$415.4 billion in 2011 {cempared to -$403.5 billion in September's survey) to -$408.4 billion in 2012 (compared to
-$387.8 hillion in September). Respondents anticipate the foreign exchange value of the dollar to be about the same in
Decernber 2012 as in December 2011. The NABE Qutlook panel currently projects the foreign exchange value of the
U.S. dollar to be 96.5 in December 2012, That is slightly above the projected exchange value forecast in the September
Qutlock Survey. Not much change is expected in the euro, although its projected December 2012 value is now 1.37
U.5. % per euro (compared to 1.40 US $§ per euro reported in the Septernber survey), Asked whether Italy and Spain will
face a "limited default” similar to Greace's in the next 12 months, respondents were divided but leaning slightly to the
view that a default was uniikely. Panelists were asked how concerned they were about 16 fopics. Next to excessive
unemployment, panelists were most worried about the European sovereign debt crisis.

NABE panelists have made modest revisions to their inflation forecasts. Projections for the Consumer Price
Index in 2011 have risen to 3.4 percent (G4/Q4} in the November survey from the 3.1 percent in the September
survey. The surge in inflation is expected to be transitory, as the panelists have held steady in their expectations for
the deceleration of CPHinflation to 2.0 percent for 2012, Panelists have also raised slightly their outlook for “core”
personal consumption expenditures (PCE) inflation for 2011 and 2012 (Q4/Q4), with prices (excluding the volatite
food and energy sectors) anticipated to rise 1,9 percent in 2011 and 1.8 percent in 2012, Estimates for core PCE
inflation in both years have been revised upward by 0.1 percent from the September survey.

The NABE Outlook panel has trimmed its federal deficit projections for 2012. As the supercommittee
continues to meet behind closed doors, NABE panelists have slightly raised federal budget deficit projections for 2011
from $1.28 trithon to $1.30 trillion while slightly lowering their projections for the federal budget deficit in 2012 from
$1.11 trillion to $1.06 trillion.

-

Survey respondents continue to expect monetary policy to remain persistently accommodative. The panel
expects the federal funds rate to remain at current levels through the end of next year, in line with Federal Reserve
guidance. Twenty-one percent of respondents report accommodative monetary policy as a major factor sugporting
the economic recovery over the next two years and 45% view further balance sheet expansion—QE3—as “likely” or
“very likely.”

Profits and stock prices are predicted to strengthen. Despite the weak economic outlock, corporate profits are
expected to rise 7 percent this year and 6 percent in 2012. Forecasters have become somewhat more optimistic
about the stock market. The S&P 500 index is expected to advance in 201 1's final weeks and reach 1380 in
Dacember 2012,
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Table 1 Comparative Surveys Median Forecast Reported

Actual Forecasts
2010 201 2092
May 11 Sept 11  Nov 11 Sept 11 Nov 11
Survey  Survey  Survey Sutvey Survey
Real Gross Domestic Product, % change, Q4/Q4 3.1 3.1 1.5 1.7 7 24
Real Gross Domestic Product, % change, annual average 3.0 28 1.7 18 23 2.4

Personal Consumption Expenditures, % change 2.0 28 2.1 2.2 2.3 1

Nonresldential Structures, % change -15.8 -28 1.0 4.6 3.0 45

Nomresidential Equipment and Software, % change 14.6 11.9 92 10.5 17 8.0

Residential Investment, % change -4.3 0.9 -16 1.7 58 43

Change in Business (nventories, billions of chained 2005% 58.8 52.3 47.0 31.8 50.0 372

Net Exports, billions of chained 20053 -421.8 -403.8 -403.5 415.4 -387.8 -408.4

Exports, % change 113 78 78 6.8 79 6.1

Imports, % change 12.% 5.4 53 5.1 4.7 43

Government Consumption Expenditures & Gross

lnvestment, % change 07 0.3 -1.9 -1.9 0.5 -0.4
Implicit GDP Deflator, % change 1.2 1.6 2.0 2.2 1.8 2.0
Trade Balance Goods & Services, BGP basis, $ billiors -500.0 -545.0 523.0 -496.8 -496.5 -488.6
Foreign Exchange Rate, US$ par Eure, December average 1.32 1.40 1.42 137 1.40 137
Trade-Weighted Value of the US$, FRB Broad Index,

December average 99.8 96.2 95.0 96.9 95.4 86.5
Consurmer Price Index, % change, annual average 1.7 28 30 3.2 21 2.2
Consumer Price Index, % change, Q4/Q4 1.2 2.8 ER 34 2.0 2.0

Personal Consumption Expenditures (PCE) Price Index

less food & energy, % change, Q4/Q4 1.0 1.6 1.8 1.9 i.7 1.8
Nonfarm Employment, average monthly change, thousands 78 190 124 15 162 127
Nanfarm Business Compensation Per Hour, % change 2.1 23 23 25 2.5 2.8
Nonfarm Business Output Per Hour, % change 4.1 1.9 1.0 1.0 1.8 1.9
Federal Funds Target, % year-end 0.125 0.125 0.125 0.125 0.125 0.125
10-Year Treasury Note Yield, % year-end 330 380 273 2.20 337 270
Federal Deficit, FY, unified, $ billions -1293 -1435 1276 1299 1110 -1057
Corporate Profits After Tax, % change* 19.0 8.5 7.3 7.0 6.8 6.0
Civilian Unemployment Rate, % annual average 9% 87 9.0 90 87 89
industrial Production, % change 5.3 5.0 38 4.0 33 13
Light Vehicle Sales, milliens of units 11.6 13.2 126 12.6 13.3 133
Housing Starts, millions of units 0.59 0.61 0.59 0.60 0.70 0.65
Home Prices, FHFA, % change, Q4/Q4 16 1.5 -2.0 -2.5 1.0 0.9
Ol Prices, § per barrel, December average 89.0 105.0 90.0 92.0 94.0 94.8
S$&P 500 Index, December 31 1258 1390 1250 1294 1350 1380

Historical data from Haver Analytics (11/17/71); forecasts from NABE
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Quarterly Forecasts

Gop Unemployment Nonfarm Employment PCE Price index,
% change, Rate in thousands, ex Food & Energy
annual rate % average monthly change % change, annual rate
Survey: 9/11 11111 9/1% 11741 9111 1111 911 IATARE
Q111 0.4° 0.4 8.9 8.9 166.0° 166.0° 16 1.6°
Qz2-1 1.3 1.3¢ 914 9.12 97.0° 97.0° 2.3° 2.3
03-11 2.5 25 9.4 9.1 130.0 130,00 2,10 2.1
Q4-11 2.3 2.5 9.0 9.0 127.2 100.0 1.7 1.8
Q112 2.3 2.2 8.9 9.0 135.0 17.0 1.7 1.7
Q212 26 2.3 8.8 89 162.0 125.0 17 1.8
Q3-12 27 25 8.6 88 166.0 125.0 1.8 1.8
Q4-12 29 28 8.5 8.7 175.0 133.0 1.8 1.9
Fed Funds Target * 10-Year Treasury Note Yield
% quartes-end 1 % guarter-end
Survey: 9/11 1111 91 1411
Q-1 0.125* 0.125° 347 3,474
G2-11 0.125# 0125 318 38
Q3-1 0.125® 0.125¢ 1.92¢ 1,92¢
Q4-11 0.125 8.125 2.73 220
Q112 0.125 0.125 290 2.30
Q2-12 0.125 0.125 3.00 246
Q3-12 0.125 0,125 3.18 2.50
Q4-12 0125 G.125 337 2.70

o @ AcTua!
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Table 2 Distribution of Selected Responses

Annual Forecasts

NABE Cutlook |

6

2011 Forecast 2012 Forecast
Five Five Five Five
Median Lowest  Highest Median  Lowest Highest

Real Gross Domestic Product, % change, Q4/Q4 1.7 1.2 20 2.4 09 38

Consumer Price Index, % change, Q4/Q4 3.4 13 39 20 Q.7 39
Personal Consumption Expenditures (PCE) Price Index

less focd & energy, % change, Q4/Q4 1.9 1.4 23 18 0.9 2.8

Civilian Unemployment Rate, % annual average 9.0 9.0 9.1 89 8.1 9.5

Federal Funds Target, % year-end 0.125 0.103 0.126 0.125 0.103 0.341

10-Year Treasury Note Yield, % year-end 213 215 3.53 270 218 403

Foreign Exchange Rate, US$ per Eurc, December average 1.37 1.22 1.43 1.37 (AN 1.47

Housing Starts, millicns of units 0.60 0.57 0.74 0.65 0.60 0.96

Home Prices, FHFA, % change, Q4/Q4 2.5 6.2 1.8 09 -3.6 48

Qil Prices, $ per barrel, December average 92.0 187 97.0 94.8 79.6 1160.6

S&P 500 Index, December 31 12944 11780 1391.2 1380.0 12026 1604.8

Quarterty Forecasts

Real Gross Domestic Product, Civilian Unemployment Rate Nonfarm Employment in thousands,
% change, annual rate {Average) % average monthly change
Five Five five Five Five Five
Median Lowest Highest Median lowest  Highest Median Lowest Highest
Q-1 0.4 - - 89 - - 166.00 - -
Q2-11 1.3 - - 9.1® - - 97.0° - -
Q3-1 25 - - 612 - - 130.0¢ - -
Q4-11 25 09 4.0 9.0 89 9.2 100.0 14.2 188.2
Q1-12 2.2 0.3 33 9.0 8.7 9.4 117.0 218 217.8
Q212 3 06 37 8.9 85 9.5 125.0 274 2334
03-12 25 1.0 39 8.8 83 95 125.0 449 434
Q4-12 2.8 1.0 4.4 8.7 8.0 9.5 133.0 £0.2 257.2
Personal Consumption Expenditures Fed Funds Target 10-Year T-Note Yield
Price ndex (PCE) less food & energy % quarter-end % quarter-end
% change, annual rate
Five Five Five Five Five Five
Median Lowest Highest Median  Lowest Highest Median Lowest Highest
Q1-1 1.6 - - 0125 - - .47 - -
Q2-11 2.3 - - 0.125° - - 318 - -
Q3-11 2.1¢ - - 0.125 - - 1.922 = -
Q4-11 18 04 28 0.125 0103 0.126 2.20 1.91 2.76
Q112 1.7 08 26 0125 §.103 0.201 230 1.90 316
(2-12 1.8 0.7 29 0.125 0.103 0,201 246 1.92 3.42
Q3-12 18 0.8 29 0.125 0.103 0.266 2.50 2.08 3.66
Q4-12 1.9 0.9 2.9 0.12% 0.103 0341 2.70 218 403

Five highest and five lowest arg the respanse averages
a = actual
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With their perrmission, NABE panelists who responded
to the November 2011 NABE Outlook survey are:

Richard Rippe, 151 Group

Michael R. Englund, Action Economics, LLC

Kathleen Stephansen, AIG Asset Management

Thomas K. Swift, American Chemistry Council

Chris Rupkey, Bank of Tokyo-Mitsubishi UF}

icnathan Oxborrow, Caterpiliar Inc.

Shawn Dubravac, Consumer Electronics Assodiation

Bill Watkins / Dan Hamilton, Center for Economic Research and Forecasting
Constantine Saras, CGS Economic Consulting, Inc.

Esmael Adibi, Chapman University

Jan Reid, Ceast Economic Consulting

Robert Fry, Dupont

Susan Sterne, EAA Inc,

Jim Kleckley, East Carclina University

James P Meil, Eaton Corporation

Anne Ramstetter Wenzel, Econosystems

Douglas G. Duncan, Fannie Mae

Michael R. Paslawskyj, FDIC

Brian Wesbury / Robert Stein, First Trust Advisors

Jenny Lin, Ford Motor Co

Rajeev Dhawan, Georgia State University

Gary Ciminero, GLC Financial Economics

1. Paul Horne, Independent International Market Economist
Margaret McCarthy / Jeff Werling, Inforum, University of Maryland
John Pope, Investment Economics

Sandy Batten / Robert Mellman, JPMargan

him Glassman, 1PMorgan Chase & Co.

Continued on next page
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Jack Kleinhenz, Kleinehnz & Associates

Richard Wobbekind, Leeds School of Business
Brian Horrigan, Loomis & Sayles

Chris Varvares, Macroeconomic Advisers

Parul lain, MacroFin Analytics

Bilt Cheney, Manulife Asset Managemen?

Diane Swonk, Mesirow Financial

Albert DePrince, Middle Tennessee State Uiniverstiy
Mark Zandi, Mcody's Analytics

Joel Naroff, Naroff Economic Advisors

Stephen Latin-Kasper, National Truck £quipment Association
Charles Steindel, New Jersey Treasury Department
Bill Dunkelberg , National Federation of Independent Business
James F. Smith, Parsec Financial Management
Lynn Reaser, Paint Loma Nazarene University
Michael Dueker, Russell Investments

Stephen Gallagher, Societe Generale

Beth Ann Bovino, Standard & Poor’s

Steve Taddie, Stellar Capital Management

Stuart Hoffman, The PNC Financial Services Group
Sean Snaith, University of Central Florida

John Silvia, Wells Fargo
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: February 2012 { NABE Outlook

Underlying Economy Improving: While Economists Remain
Measured on Expectations for Overall Economic Growth,

Uncertainty Is Diminishing
Embargoed until: Monday, February 27, 2012, 12:01 AM EY

for further information contact:

Technical | Richard DeKaser 202-306-9814 7/ 617-478-4656
Shawn DuBravac 703-907-4305 / 703-980-8892
Richard Wobbekind 303-492-1147 7 303-641-0739
Sean Snaith 407-406-0076 / 407-823-1453
Bill Strauss 312-322-8151/ 312-48G-0004
Clare Zempel 414-351-1250

Media | Melissa Golding 571-236-2820

The February 2012 NABE Outlook presents the consensus of macroeconomic forecasts from a panel of 45 professional
forecasters. (See last page for listing.) The survey, covering the outlook for 2012 and 2013, was conducted January 26-
February 8, 2012. The NABE Outlook originated in 1965 and is one of three surveys vonducted by NABE, the others are
the NABE Industry Conditions Survey and the NABE Economic Policy Survey. Founded in 1859, the National Association
for Business Economics is the professional association for those who use economics in their work. NABE has 2,400
members and 33 chapters nationwide. Shawn DuBravac, Consumer Electronics Association, Richard DeKaser, The
Parthenon Group; Cecifia Hermansson, Swedbank; Patrick Newport, IHS Global Insight; Sean Snaith, University of
Central Florida, William Strauss, Federal Reserve Bank of Chicago; Richard Wobbekind, University of Colorado; and
Clare Zempel, Zempel Strategic, conducted the analysis for this report. The views expressed in this report are those of
the analysts and do not necessarily represent the views of their affiliated companies or institutions. This report may he
reprintad in whole or fn part with a proper citation to NABE.

Summary: “Economists responding to the latest NABE Outlcok Survey are seeing strength in a number of economic
measures and have subsequently increased their expectations for employment, housing starts, and business spending,”
said NABE President Gene Huang, chief economist at FedEx. "Despite increases in a number of forecasts, however,
economists remain guarded on US economic growth, with the median forecast of respondents calling for infiation-
adjusted gross domestic product—real GDP—of 2.4 percent for the year in 2012. Respondents continue to expect
consumer spending to grow below trend in 2012 and the federal deficit 1o increase hefore it eventually declines.
Economists’ expectations for export growth have alsc weakened over the last four months. Collectively, forecast
uncertainty among the economists appears to have diminished slightly over the last several months.“

Pubfished by the National Association for Business Economics | 1233 20th St NW, Ste 505, Washigtan DC 20036
2024636223 200.463-623% fax | nabe@nabe.com | www.nabe.com
May be repnnted i whole or o part with credit given to NABE® NABE® « the reqgiatersd trademark of the National Assocation for Business Econamics
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Highlights

* The NABE Outlock Panel of 45 forecasters continues to predict moderate real GDP growth through 2012,
Economists expect the economy to grow 2.4 percent in 2012, with GDP growth slightly stronger in the second half of
the year than in the first.

« Employment growth brightens. Panelists increased their anticipated average manthiy job change 1o 170,000 in
2012, which would result in an average annual unemployment rate of 8.3 percent. NABE forecasters expect stronger
job growth in 2013 with the unemployment rate falling an additional half percentage point to 7.8 percent.

« Consumer spending to remain subdued. Even with higher employment forecasts, real consumer spending is
forecast to increase only 2.1 percent this year and 2.3 percent in 2013, This rate remains below the historical norm
of 2.8 percent and is consistent with a positive but below-trend recovery. Light vehicle sales are anticipated to grow
at a solid pace of 14 million units this year and 14.6 million units in 2013, up fram 12.7 miilion units in 2011,

* Housing starts are expected to increase 19 percent in 2012. The economists surveyed expect housing starts to
reach 700,000 units in 2012, up from 610,000 in 2011 and an upward revision from the November forecast. The
forecast for 2013 shows continued improvement, with housing starts reaching 850,000 units. Correspondingly,
real residential investment is forecast to increase 6.6 percent in 2012, slightly higher than the 4.3 percent predicted
in November, and then strengthen further, rising 10 percent in 2013, The projection for home prices in 2012 was
lowered slightly from a projected increase in the FHFA index of 0.9 percent (Q4/Q4) in the Novernber survay to
home prices remaining unchanged in the February survey. n 2013 home prices are expected {o increase slightly
more than 2 percent.

-

Panelists continue to forecast strong business spending growth. The outlcok for spending on real
nonresidential equipment and software in 2012 was marginaliy revised upward to 8.1 percent, and panelists forecast
a lower but still solid 7.3 percent in 2013, The projection for real spending on nenresidential structures for 2012 was
lowered slightly from that in the November survey, to 4.2 percent, but in 2013 the growth rate is expected to pick up
to 5.1 percent. Industrial production is expected to increase moderately at 3.5 percent in 2012 and at 3.3 percent in
21 3.

Respondents are again less optimistic about real exports. Respondents are less bullish on exports for 2012,
lowering their projections from a 6.1 percent growth rate (in the Novernber 2011 survey} to 4.6 percent in the
February 2012 survey. The projection for import growth in 2012 was also lowered, from 4.3 percent 1o 3.5 percent.
Exports and imports in 2013 are projected to grow 7.0 percent and 5.3 percent, respectively. Net exports projections
for 2012 changed marginally, from -3408 hillion to -$404 billion. Net exports in 2013 are projected to reach -$397
billion. In November, the 2012 trade balance was projected at -3489 billion. February's projection is for a much wider
trade balance deficit, -$535 billicn. The trade-weighted value of the dollar for 2012 is projected to average 100.0 in
December 2012, compared to a projection of 96.5 in November 2011, Almost no change is expected in 2013, with
the December 2013 trade-weighted exchange rate projected to be 99.0. Finally, the dollar-per-euro exchange rate is
projected to average 1.30 in December 2012, Respondents expect the euro to be at about that value also in
December 2013,

Continued on next page
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Continued from previous page

« Federal budget deficits remain large, but are expected to gradually decline. Federal budget deficits are
expected to gradually dedline, but not before another triltion-dollar deficit in 2012. In 2013 the deficit is expected
to shrink to $876 billion from a projected $1.1 trillion this year, The NABE survay projections for GDP growth
suggest the improvement is more cyclical than structural.

Persistent economic slack will cause inflation to remain quiescent over the forecast horizon, with the
Federa! Reserve's preferred measure of core inflation hovering just under 2 percent. The "all iterns” consumer price
index (CP will be somewhat higher, mostly due to anticipated pass-through of higher energy prices, with the price
of crude cit projected to increase from $89/blbl in 2011 to $105/bbl in 2013, Nonetheless, the projected CPI
inflation rate of 2.2 percent remains moderate, and consistent with the past-decade average.

The federal funds rate will remain unchanged and near zero, consistent with Fed guidance. Longer term
rates will dlimb, however, as the end of the Fed's zero-interest-rate horizon approaches and markets begin 1o price in
eventual interest rate hikes. The 10-year Treasury vieid wilt advance to 3 percent by year-end 2013,

Sustained moderate economic expansion is expected to support further moderate increases in
corporate profits in 2012 and 2013. After-tax corperate profits are projected to rise 6.3 percent this year and
7.0 percent next year,

Equity markets are expected to grow moderately in 2012 and rise again in 2013. The stock market’s sharp
rise in recent weeks is expected to decelerate, with the S&P 500 Index reaching 140C at year-end 2012 and 1500 at
year-end 2013.

Foracast uncertainty is sthsiding. Forecast uncertainty has diminished significantly cver the last several months.
In November, roughly 72 percent of respondents characterized their forecast as somewhat uncertain or much more
uncertain than usual. In the February forecast, only 47 percent of respondents characterized their forecasts as
somewhat uncertain or much more uncertain than usual,
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Table 1 Comparative Surveys Median Forecast Reported

Actual Forecasts
011 2012 L2013
Sept 11 Nov 11 Feb12 = Feb12
Survey Survey Survey Survey
Real Gross Domestic Product, % change, Q4/Q4 16 2.7 24 24 28
Real Gross Domestic Product, % changs, annual average 17 23 24 23 28

Personal Consumption Expenditures, % change 2.2 2.1 21 2.1 2.3

Monresidential Structures, % change 4.1 30 45 4.2 5.1

Monresidential Equipment and Software, % change 103 7.7 8.0 8.1 1.3

Residential investment, % change 1.4 58 43 66 10.0

Change in Business Inventories, hillions of chained 2005% 356 50.0 372 a8.7 49,2

Net Exports, billions of chained 2605$ -412.3 -387.8 -408.4 -404.0 -397.2

Exports, % change 6.8 79 6.1 46 7.0

Imports, % change 50 47 43 3.5 5.3

Government Consumption Expenditures & Gross

Investment, % change 21 0.5 04 09 ‘ 0.0
implicit GDP Deflatoy, % change 21 1.8 20 1.7 2.0
Trade Balance Goods & Services, BoP basis, § billions 5580 -496.5 -488.6 -535.4 -525.0
Foreign Exchange Rate, US$ per Euro, December average 132 1.40 1.37 1.30 1.31
Trade-Weighted Vaiue of the US$, FRB Broad Index,

December average 106.5 95.4 96.5 1000 99.0
Consumer Price Index, % change, annual average 31 2.1 2.2 2.1 23
Consumer Price Index, % change, Q4/Q4 ’ 33 20 2.0 2.1 . 22
Personat Consumption Expenditures (PCE) Price index i

less food & energy, % change, Q4/Q4 : 17 1.7 18 18 1.9
Nonfarm Erployment, average monthly change, thousands 152 162 127 170 183
Nonfarm Business Compensation Per Hour, % change . 19 25 2.8 2.0 2.7
Nonfarm Business Output Per Hour, % change 67 1.8 19 15 1.9
Federal Funds Target, % year-end 135 0.125 0125 6.12% 0.125
10-Year Treasury Note Yield, % year-end 1.89 337 270 2.50 3.00
Federal Deficit, FY, unified, $ billions -1300 i 1110 -1057 -1109 L 876
Corporate Profits After Tax, % change™ § 6.8 6.0 63 | 70
Civifian Unemployment Rate, % annual average 90 87 29 83 78
Industrial Production, % change 42 31 33 35 33
Light Vehicle Sales, millions of units N P A 13.3 13.3 14.0 . 148
Housing Starts, mitlions of units : .61 C.70 0.66 0.70 0.85
Home Prices, FHFA, % change, Q4/Q4 3.0 1.0 0.9 0.0 : 2.1
Qit Prices, $ per barrel, Dacember average - 986 94.0 948 100.3 1050
S&P 500 index, December 31 Loo1me 1350 1380 1400 0 1500

Historical data from Haver Apalytics (2/23/12); Torecasts from NABE
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Quarterly Forecasts

GDP Unemployment Nonfarm Employment PCE Price Index,
% change, Rate in thousands, | ex Food & Energy
annual rate Ye - average monthly change | % change, annual rate
Survey: 191 212 1911 2112 ‘ 11 2112 AR 2112
Q1-12 22 2.0 9.0 8.3 17.0 190.0 “ 1.7 1.3
Q2-12 23 24 8.9 g3 125.0 160.0 ; 1.8 18
Q3-12 25 25 8.8 8.2 1250 160.5 1.8 19
Q4-12 28 27 .87 8.1 133.0 172.5 } 1.9 18
Q1-13 NA 27, NA 8.0 NA 1800 | NA 18
Q2-13 NA 26 1 NA 78 NA 186.5 | NA 19
Q313 NA 3.0 NA 77 NA 186.5 i NA 20
Q4-13 NA 30 NA 76 NA 187.5 | NA 20
Fed Funds Target 10-Year Treasury Note Yield
% gquarter-end % guarter-end
Survey. 11719 /12 1111 2/12
Q1-12 0.125 G125 : 2.30 2.00
Q2-12 : 0.125 6125 % 2,46 213
03-12 0.125 0.125 2.50 230
Q412 0123 0.125 270 250
Q1-13 NA 0125 | NA 260
Q213 : NA 015 | NA 275
Q3-13 NA 0.125 l NA 293
Q4-13 NA 0.125 NA 3.00
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Table 2 Distribution of Selected Responses
Annual Forecasts
2012 Forecast 2013 Farecast
Five Five Five Five
Median Lowest Highest Median  Lowest Highest
Real Gross Domestic Product, % change, Q4/Q4 24 1.4 36 8 16 3.9
Consumer Price index, % thange, Q4/Q4 2.1 1.0 3.6 2.2 13 38
Personal Consumption Expenditures {PCE) Price Index
less food & energy, % change, Q4/G4 18 1.0 25 19 1.7 26
Civilian Unemployment Rate, % annual average 8.3 79 86 78 10 8.6
Federal Funds Target, % year-end 0125 0.106 0.145 0125 0.103 1.350
10-Year Treasury Note Yield, % yearand 2.50 202 306 300 1.69 4.06
Foreign Exchange Rate, US$ per Euro, December average 130 1.19 1.40 1.31 110 147
Housing Starts, millicns of units 0.70 0.61 0.80 0.85 0.63 1.10
Home Prices, FHFA, % change, Q4/Q4 1.0 2.5 38 2.1 0.4 5.4
Qil Prices, $ per barrel, December average 100.3 84.7 1219 | 105.0 84.9 121.0
S&P 500 Index, December 31 1400.0 1290.5 14954 | 1500.0 13287 16324
Quarterly Forecasts
Real Gross Domestic Product, Civilian Unemployment Rate Nonfarm Employment in thousands,
% change, annual rate (Averaga{ % average monthly change
i Five Five Five Five Five Five
! Median  Lowest Highest Median  lowest  Highest Median Lowest Highest
Q1-12 I 2.0 1.2 3.2 8.3 8.2 8.7 190.0 122.2 2334
02-12 2.4 1.3 37 8.3 B0 &7 160.0 1184 246.6
Q3-12 25 1.2 40 8.2 19 85 160.5 82.6 2598
Q4-12 27 1.7 39 8.1 7.6 8.7 1725 538 2654
Q1-13 2.7 1.2 38 8.0 13 8.6 180.0 54.2 280.2
Q2-13 2.6 1.7 37 78 21 2.6 186.5 834 287.2
Q3-13 30 16 4.0 7.7 6.9 8.6 186.5 53.2 2946
Q4-13 3.0 17 44 16 6.6 8.5 1875 54.6 2874
Personal Cansumption Expenditures Fed Funds Target 10-Year T-Note Yield
Price Index {PCE) less food & energy % quarter-end % quarter-end
% change, annual rate
_______ 2 o e i e
i Median Lowest Highest Median  Lowest Highest Median Lowest Highest
Q1-12 1.8 0.9 2.3 0.125 0.106 0127 2.00 1.8C 2.29
Q2-12 : 1.8 1.0 2.7 0125 0.108 0127 213 1.93 2.46
Q312§ 19 11 27 0.125 0.106 0.132 230 1.99 2.74
Q4-12 1.8 1.1 2.6 0125 0.106 0.145 2.50 202 3.06
Q1413 l 1.8 1.2 27 C.125 0.107 0.160 2.60 2.04 331
Q2-13 1.9 1.1 26 0.125 0.103 0,500 2.75 210 3.5%
Q3-13 2.0 1.1 26 0.125 0.103 0.850 2.93 2.15 3.7
Q4-13 2.0 1.0 26 0.125 0.103 1.350 3,00 2.19 4.06

Five highest and five lowest are the response aversges
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With their permission, NABE panelists who responded to the
February 2012 NABE Outlook survey are:

Michael R. Englund, Action Economics, LLC
Thomas K. Swift, American Chemistry Council
Chris Rupkey, Bank of Tokyo-Mitsubishi UF)

Kevin Thorpe, Cassidy Turley

Shawn DuBravac, Coﬁsumer Electronics Association

Bill Watkins / Jeff Speakes / Dan Hamiltor, Center for Economic Research & Forecasting
at California Lutheran University

Esmael Adibi, Chapman University

Xiaehing Shuai, Chmura Economics & Analytics

Robert Fry, DuPont

James Kleckiey, East Carolina University

Susan Sterne, Economic Analysis inc.

Douglas Lee, Economics from Washingten

Couglas G. Duncan, Fannie Mae

Michael R, Paslawskyi, Federal Geposit Insurance Corporation
Brian Wesbury / Robert Stein, First Trust Advisors

Jenny Lin, Ford Motor Company

Rajeev Dhawan, Georgia State University

Richard Yamarone, Bloocmberg, LP

J. Paul Horne, Independent International Market Economist
Margaret McCarthy / leffrey Werling, Inforum, University of Maryland
John Pope, Investment Econamics

Sandy Batten / Robert Mellman, JPMorgan

Jim Glassman, JPMorgan Chase & Co.

Jack Kleinhenz, Kleinhenz & Associates Continued on next page
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Continued from previous page

Brain R. Horrigan, Leomis Sayles & Co., LP

Chris Varvares, Macreeconomic Advisers, LLC

Bill Cheney, Manulife Asset Management

Diane Swonk, Mesirow Financial

Parul Jain, MicroFin Analytics

Joel L. Naroff, Naroff Economic Advisors

Lawrence Yun, National Association of REALTORS®
Steve Latin-Kasper, National Truck Equiprment Association
Charles Steindel, New Jersey Department of the Treasury
David Resler, Nomura

James F. Smith, Parsec Financial Management

Lynn Reaser, Point Loma Nazarene University

Stuart Hoffman, PNC Financial

Michael Dueker, Russell Investments

Stephen Gallagher, Societe Generale

Steve Taddie, Stellar Capital Management

TD Bank Group

Richard Wobbekind, University of Colorado

Martin A, Regalia, Us Chamber of Commerce

tohn Silvia, Wells Fargo

lay N. Woodworth, Woodworth Holdings, Ltd.

Published by the Nationaf Association for Business Economics | 1233 20th 5t NW, Ste 505, Washington DC 20036
202-463-6223 | 202-463.-6239 fax | nabe@nabecom | wwwnabe.com
May be reprinted in whele or in part with credit given to NABE®. NABE®* is the registered trademark of the National Assodiation for Busimess Economics.
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Staff's 3rd Request POD #30 Backup to the Staff's Interrogatories 60-99

Date Expected
. Construction  Construction 2012 Year 2013 Year 13 Menth Avg
Project No. Started End Project Name End CWIP__ End CWIP for 2013
{$000) {5000} {$000)
CWIP
Intangible
UIMS00000198 2011 2013  FENA PHASE 2 SOFTWARE 15,666 18,238 Staffs 3rd set Inter # 104
WCUS00000100 2009 2013  AMI SOFTWARE - 2013 0 4,605 Staffs 3rd set Inter # 104
BLANKET Note [2] Note [2] MINOR INTANGIBLE PLANT BLANKET 12,440 15,486 - 14,801
BLANKET MNote [2) Note [2] DSM APPLICATION CARRYOVER 1,070 1,013
Total Intangible 29,176 16,474 38,657 Staffs 3rd set Inter # 60 & §1& 62
Steam
WENCO0000050 June-13 July-14  MARTIN ESP Ut E&C SUPPORT 1,004 38,984 12,368
UENCOO000051 March-14 Aprikt5  MARTIN ESP U2 E&C SUPPORT 671 2,096
WENC00000048 October-11 October-13 MANATEE ESP U1 E&C SUPPORT 25,278 29,970
BLANKET Note [2] Note [2] CAPE CANAVERAL ECRC 49 21
BLANKET Note [2] Note [2) CAPE CANAVERAL STEAM 453 168
BLANKET Note [2] Note 2] CUTLER STEAM 704 54
BLANKET Note [2] Note {2] PORT EVERGLADES STEAM 883 68
BLANKET Note [2] Note [2] MANATEE STEAM 5,130 3,097
BLANKET Note [2] Note [2] MARTIN STEAM 3,834 7,760
BLANKET Note [2] Note [2] PPE SITE ECRC 13 &
BLANKET Note [2] Note [2] SANFCRD STEAM 985 76
BLANKET Note [2} Note [2] SANFCORD U3 ECRC 57 26
BLANKET Note [2) Note [2] SCHERER ECRC 158 68
BLANKET Note [2) Note [2] SCHERER STEAM 5,665 4,189
BLANKET Note [2] Note [2]) SJRPP ECRC o 119
BLANKET Note [2] Note [2] SJRPP STEAM 2,780 2,514
BLANKET Note [2] Note [2] TURKEY POINT STEAM 3,138 5,128
BLANKET Note [2] Note [2] MINOR STEAM PROJECTS- ECRC 590 277
51,497 66,287 68,066
Steam-CWIP AFUDC
WENCO0000050 June-13 July-14  MARTIN ESP U1 E&C SUPPORT 81 240
UENGO0000051 March-14 April-15  MARTIN ESP U2 E&C SUPPORT 7 84
UENCO00000048 Cctober-11 Qctober-13  MANATEE ESP U1 E&C SUPPORT 428 978
Total Steam-CWIP AFUDC 527 1,302
Total Steam 52,024 67,281 69,368 Staffs 3rd set Inter # 63 & 64
Nuclear
Turkey Point Unit 4 Extended
WNUCOQ0000054  November-12 March-13  EPU PTN U4 MISC PROJECT -ONLINE EXTENL 29,407 6,786 Siaffs 3rd set Inter # 67
WNUCO00000052 November-12 March-13 EPU PTN U4-27 NSSS AND FUELS ENGR 549,420 130,239 Staffs 3rd set Inter # 67
Nuclear-CWIP AFUDC
Turkey Point Unit 4 Extended
UNUC00000054  November-12 March-13  EPU PTN U4 MISC PROJECT -ONLINE EXTENL 234 54 Staffs 3rd set Inter # 67
WNUCOO000052  November-12 March-13 EPU PTN U4-27 NSSS AND FUELS ENGR 1,233 285 Staffs 3rd set Inter # 67
580,285 137,364
Reactor Coolant Pumps
WNUC00000118 2010 20t6  PSL U2 RCP FLEX SEAL - ENGR 47 47
WNLC00000189 2010 2016 PSL U2 RCP MOTOR SWAP - ENGR 30 30
UNUC0OD00239 2012 2013 PSL1A2 RCP MOTOR SWAP - ENGR 1,258 892
WNUC00000241 2011 2013  PSL 2A1 RCP MOTCR REFURB - ENGR 12,641 4,999
UNUCOD000245 2012 2013 PSL 1A2 RCP ROTATING ASSY REPL - ENGR 3,147 1,854
UNUC00000246 2013 2015 PSL 1B2 RCP ROTATING ASSY REPL - ENGR 0 125
UNUC0DOD0248 t2012 2013 PSL 2A2 RCP ROTATING ASSY REPL - ENGR 563 2,457
UNLICODO000249 2013 2014 PSL 1B2 RCP MOTOR SWAP - ENGR 0 152
UNUCODQ00250 2012 2013 PSL 2A2 RCP MOTOR SWAP - ENGR 560 1,109
UNLUC00000251 2012 2013 PSL1A2 RCP MOTOR REFURB - ENGR 461 1,837
UNUCO00000253 2013 2014 PSL 2A2 RCP MOTOR REFURB - ENGR o 757
UNUCO0DC00254 2012 2013 PSL 1A2 RCP SEAL AND FLEX HOSE - ENGR 345 388
UNUCOD000R55 2013 2014 PSL 1B2 RCP SEAL AND FLEX HOSE - ENGR O 44
. 19,051 14,691
Reactor Coolant Pumps-CWIP AFUDC
WNUCDO000118 2040 2016 PSL U2 RCP FLEX SEAL - ENGR 3 4
LNLC 00000238 20t2 2013 PSL 1A2 RCP MOTOR SWAP - ENGR 9 11
WNUCD0000241 2011 2013 PSL 2A1 RCP MOTOR REFURB - ENGR t,120 488
UNUC00000245 2012 2013 PSL 1A2 RCP ROTATING AS5Y REPL - ENGR 43 33
UNUC00000246 2013 2015 PSL 1B2 RCP ROTATING ASSY REPL - ENGR 0 1
UNUC00000248 2012 2013 PSL 2A2 RCP ROTATING ASSY REPL - ENGR 2 43
UNUCD0000249 2013 2014 PSL 1B2 RCP MOTOR SWAP - ENGR o] 1
UNUC00000250 2012 2013  PSL 2A2 RCP MOTOR SWAP - ENGR 2 25
UNUC00000251 2012 2013 PSL 1A2 RCP MOTOR REFURB - ENGR 1 38
UNUCO0O00253 2013 2014 PSL 2A2 RCP MOTOR REFURB - ENGR 0 12
UNUC00000254 2042 2013 PSL 1AZ RCP SEAL AND FLEX HOSE - ENGR 3 4
UNUCO0000255 2013 2014 PSL 1B2 RCP SEAL AND FLEX HOSE - ENGR 0 0
Total Reactor Coolant Pumps-CWIF AFUDC 1,182 69 661
Total Reactor Coolant Pumps 20,233 4 658 15,352 Staffs 3rd set Inter # 69 & #71
All Other Nuclear
EDG Projects
UNUC00000638 2012 2015 PSL U2 EDG GENERATOR REPLACE-ENGR 697 4,087 1,212
UNUCD0000637 2012 2014 U2 EDG VOLTAGE REGULATORS-ENGR 102 1,519 344
UNUCD0000633 2012 2015 PSL U1 EDG GENERATOR REPLACE-ENGR 697 4,087 2910
UNUCD0000635 2012 2013 U1 EDG VOLTAGE REGULATORS-ENGR 254 726
HNUCD0000624 2012 2015 PSL 1 EDG RADIATCR MATERIAL UPGRADE-E 11 6,270 4,079
UNUCD0000636 2012 2015 U1 EDG FUES BLOCKS REPLACE-ENGR 151 500 378
Total EDG projects 1,911 16,463 9,650 Staifs 3rd set inter # 102
L Ties with SFHHA tst #129
UENCO00000045 Note [1] TBD PTN 8&7 ENC COLA ACTIVITIES- LIC 156,997 177,419 188,200
UENCO00000045 Note [1] T8D PTN 8&7 PRD ENVIRONMENTAL 26,732 35972 ... 31,685
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UNUCO0000166
UNUCG0000450
UNUCO0000478
UNUC00000192
UNUCOD000618
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET

WENCO00DO3045
WENCQO0Q0045
BLANKET
BLANKET

UENCO0000004

KENCO00000004

WENC00000003
WENCOQ000003

LIENCO0000003
WENCO0000003

WENCO0000085

WENCO0000065

BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET

BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET
BLANKET

UENCO0000004
UENCO0000004

2010

2009

2011

2012

2013
Note [2]
Note [2]
Note 2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]

Note 1

Note 1
Note {2)
Note [2}

March-11

March-11

November-11
November-11

November-11
November-11

April-14

April-14

Note {2]
Nete [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]

Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
MNote [2]
Note [2]

March-11
March-11

2014

2013

2013

2015

2014
Note [2]
Note [2]
Note [2]
Note [2}
Note [2)
Note {2]
Note [2]
Note [2]

TBD

TBD
Note [2]
Note [2]

June-13

June-13

June-14
June-14

June-14
June-14

June-16

June-16

Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
Note 2]
Note [2]
Note [2]
Note {21

Note [2]
Note [2]
Note 12)
Note [2]
Note {21
Note {2}
Note 2]
Note [2]
Note [2]
Note [2]
Note [2]
Note [2]
MNote [2]
Note [2]
MNote [2]
Note (2]

June-13
June-13

PSL U1 RED SYS STRUCTUURAL REPAIRS

PSL U2 SUBSEQUENT LOADING EQUIP - ENGI
PSL ISFSI SUBSEQUENT LOADING CAMPAI
SPARE GENERATOR ROTOR FOR U3 & U4
VALVE AND WELD SHOP

ST LUCIE #2 AND COMMON PARTICIPATION {
PTN LIFE MANAGEMENT CYCLE

PTN EQUIPMENT RELIABLILITY

ST LUCIE LIFE CYCLE MANAGEMENT

MINOR NUCLEAR ECRC

MINOR PROJECTS FOR PSL 1

MINOR PROJECTS FOR PSL 2

MINOR NUCLEAR BLANKET

All Other Nuctear-CWIP AFUDC
PTN 6&7 ENC COLA ACTIVITIES- LIC
PTN 8&7 PRD ENVIRONMENTAL
ST. LUCIE #2 AND COMMON PARTICIPATION ¢
PTN EQUIPMENT RELIASLILITY

Total Nuclear

Other Production

Cape Canaveral Modernization

CAPE CANAVERAL MODERNIZATION OTHER |
Cape Canaveral-CWIP AFUDC

CAPE CANAVERAL MODERNIZATICN OTHER |

Riviera Modernization
RIVIERA PLANT MODERNIZATION OTHER PR(
RBEC TO PMR 30 MILE PIPELINE
Riviera-CWIP AFUDC
RIVIERA PLANT MODERNIZATION OTHER PR(
RBEC TO PMR 30 MILE PIPELINE

Port Everglades Modemization

PORT EVERGLADES MODERNIZATION
Port Everglades-CWIP AFUDC

PORT EVERGLADES MODERNIZATION

All Other Production
FORT MYERS GTS OTHER PRCD
FT MYERS U2 ECRC
FT MYERS U3 OTHER PROD
GTPP ECRC
LAUDERDALE 4 AND 5 ECRC
LAUDERDALE OTHER PROD
MANATEE 3 OTHER PRQD
MARTIN 3 AND 4 ECRC
MARTIN U8 OTHER PROD
MARTIN SOLAR ECRC
MARTIN OTHER PROD
Other Prod Plant ECRC
PORT EVERGLADES OTHER PROD
PUTNAM OTHER PROD
PUTNAM ECRC
PFM GTS ECRC
REPOWERED FT MYERS OTH PROD
REPOWERED SANFORD OTH PRCD
SANFORD 4 AND § ECRC
TURKEY PT U5 OTH PROD
WEST COUNTY OTHER PRODUCTION
MINOR OTHER GENERATION BLANKET

Total All Other Production

Total Other Production

Distribution
DISTRIBUTION ECRC
DISTRIBUTION STORM SECURE
STRUCTURES & IMPRCVEMENTS (361)
STATION EQUIPMENT (362)
POLES TOWERS & FIXTURES (364)
OVERHEAD CONDUCTORS (365)
UNDERGROUND CONDUIT (366)
UNDERGROUND CONDUCTORS (367)
LINE TRANSFORMERS (368)
SERVICES (369)
METERS (370}
INSTALLATIONS ON CUSTOMER PREM (371)
STREET LIGHTING AND SIGNALS (373)
ESF CI CAPITAL METERS
RES LOAD CONTROL - I (ECCR)
MINOR DISTRIBUTION SUBSTATION BLANKE?

Total Distribution

Transmission
Cape Canaveral Modemnization
CAPE CANAVERAI MODERNIZATION TRANSN
CAPE CANAVERAL TRANSMISSION-GEN LEAL

5,063 7,413 6,238
106 o8
66 236
46 17 29
0 1,012 327
(44,972 (33.609) (34,111)
14,021 12,673 12,835
13,349 17,382 13,662
18,452 26,030 20,076
1,465 539 932
5,066 5,720 6,447
28,086 49,822 30,334
32,242 45,175 34,471
1,339 1,339
83 63
{485) (296)
R3] 20
269,507 302,233
60,125 454,940
824,636 389,790
61,234 33,792
885,870 423,563
626,955 869,513 769,033
38,508 161,979 121,584
24,193 76,037 48,671
283 9,065 4,413
690,637 1,116,594 543,701
54,775 136,596 81,270
647 5,892 2,851
55,423 142,488 B4,121
1,114 935 1,024
77 1 35
6,122 15,787 12,487
272 39 123
43 35 40
20,089 17,297 20,303
5327 4,586 4,852
27 4 12
8,554 6,963 7,535
776 326 488
11,215 13,544 15,578
7 5 6
1,982 1,751 1,834
4712 9,563 7,872
7 29 21
16 26 22
7,750 9,508 8,875
14172 13,198 15,502
77 1 35
937 13,482 8,969
48,648 50,930 36,832
2503 7,584 4,597
134 521 165,611 147,131
1,766,457 1,424,694 1,508 536
@ a3g 299
6,315 11,343 12,031
5,883 4,827 6,208
24,489 19,370 25,942
4,097 4,215 4,384
3,709 4,636 4,734
5516 5,675 5,903
8,020 8,251 8,582
7,646 7.866 8,181
2,465 2,638
1,077 1,153
166 178
1,822 1,950
501 555
3,021 3,451
326 154
75,152 6,043
2,003 943
1,700 785

Staffs 3rdsetInter # 73 & T4 8754 76

Staffs 3rd set Inter # 82

Staff's 3rd sst Inter #8586
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Cape Canaveral-CWIP AFUDC
UENCO0000004 March-1t June-13  CAPE CANAVERAL MODERNIZATION TRANSN 95 57
LUENC00000004 March-1t June-13  CAPE CANAVERAL TRANSMISSION-GEN LEAL 95 55
3,893 1,840 Staffs 3rd set Inter # 91
Riviera Modernizatien-Transmission
UENCO0Q00Q003  Novernber-11 June-14  RIVIERA PLANT MODERNIZATION TRANSMISS 40,688 55,122
UYENCCO000003  November-11 June-14  RIVIERA BEAGH TRANSMISSION-GSU 0 4,685
UENC00000003  November-114 June-14  RIVIERA BEACH TRANSMISSION-GEN LEADS 0 1,062
Riviera Transmission-CWIP AFUDC
YENCOG000003  November-11 June-14  RIVIERA PLANT MCDERNIZATION TRANSMISE 2,053 3,747
UENCO00000023  November-11 June-14 RIVIERA BEACH TRANSMISSION-GEN LEADS 0 34
42,741 64,650 Staffs 3rd set Inter #88 & # 93
Alt Other Transmission
BLANKET Note [2] Note [2] CAPITAL BOBWHITE MANATEE 3,743 3,71
BLANKET Note [2] Note [2] CAPITAL BUNNELL ST. JOHNS 478 478
BLANKET Note {2] Note [2] CAPITAL NORRIS-VOLUSIA 2,298 2121
BLANKET Note [2] Note [2] HOBE SANDFPIPER CAPITAL 751 751
BILANKET Note 2] Note [2] MYAKKA ROTONDA ENGLEWOQOD LINE 5 4
BLANKET Note [2] Note [2] MINOR TRANSMISSION-RADIAL 138 83
BLANKET Note [2] Note [2] MINOR TRANSMISSION-GEN LEADS 21 8
BLANKET Note [2] Note [2) BOBWHITE MANATEE TRANSMISSION-RADIAI 2,800 11,850
BLANKET Note [2] Note [2) TRANSMISSION STORM SECURE 1,330 2,143
BLANKET Note [2] Note [2] TRANSMISSION - RiW 279 110
BLANKET Note [2] Note [2] FUTURE TRANSMISSION SERVICES 370 370
BLANKET Note 2] Note [2]  MINOR TRANSMISSION BLANKET 50,684 51,196
BLANKET Note [2] Note [2] MINOR TRANSMISSION ECRC 8 39
Transmission-CWIP AFUDC
WENC00000004 March-11 June-13 CAPE CANAVERAL TRANSMISSION-GSU 5,761 2,659
BLANKET Note [2] Note {2] FUTURE TRANSMISSION SERVICES g 9
68,675 75,693 Staffs 3rd set Inter # 94
Total Transmission 115,310 142,183
General Plant
YCUS0000010C 2008 2013 AMI HARDWARE - 2013 0 355 Staffs 3rd set Inter # 104
WTRNOODOO015 2010 December-13  EMS PROJECT 9,864 10,927 Staffs 3rd set Inter # 104
WENCO00000025 Juy-13 December-13 CORPORATE DATA CENTER 0 256
BLANKET Note [2] Note [2] CBRE CORP OFFICE CAPITAL BASE PROJECT 4
BLANKET Note [2] Note [2] COMMUNICATIONS EQUIPMENT 7
BLANKET Note [2] Note [2] CORPORATE PGA 1,820
BLANKET Note [2] Note [2] MANATEE GEN PLANT 43
BLANKET Note [2] Note [2] MANATEE U3 GEN PLANT 10
BLANKET Note [2] Note [2] MARTIN GEN. PLANT 103
BLANKET Note [2} Naote [2] MINOR GEN PLANT (ECCR) 237
BLANKET Note [2] Note [2] MINOR GENERAL PLANT BLANKET 8,807
BLANKET Note {2] Note [2] MINOR GENERAL PLANT ECRC 762
BLAMNKET Note {2] Note [21  MINOR TRANSPORTATION EQ BLANKET 3,887
BLANKET Note {2) Note [2] PORT EVERGLADES GEN PLANT 98
BLANKET Note [2] Note [2] PSL ENTERPRISE WIDE INFORMATION SYSTE 2,009
BLANKET Note [2] Note [2] PUTNAM GEN. PLANT 45
BLANKET Note [2] Note [2] REPOWERED SANFORD GEN PLT 49
BLANKET Nots [2] Note [2] STRUCTURES AND IMPROVEMENTS 2,517
BLANKET Note {2] Note [2] TURKEY POINT GEN PLANT 1,227
BLANKET Note {2) Note [2] WEST COUNTY GENERAL PLANT 38
Total General Plant 31,516
Sub-Total CWiP 2,830,541 2,032,845 i:; 2,327,812
Total AFUDC CWIP 99,214 99,155 99,716

Ties with MFR's B-1 Test Year, Page 1
of 1, Line 1, column {5} and B-13 Page 2

2,132,000

Note: Tofals may not add due to rounding.

Note [1]: PTN 6&7 (UENC.00000045) is not an aclive construction project, but rather a licensing effort. Further, PTN
B8&7 is recovered through the Nuclear Cost Recovery Clause, not base rates, and is being audited by the FPSC in a
separate docket no.12009-El.

NCOTE [2]: Minor Projects are not forecasted to have specific construction starl dates or specific completion (in-service)
dates. In many cases, these minor projects are an aggregation of numerous smaller projects or are "blanket" projects.
Refer to Exhibit REB-2, which is attached to Direct Testimony of Robert E. Barrett, Jr. for an explanation of the
forgcasting instructions for minor projects.
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