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a“m%” Global Credit Research

¥ issuer Comment
o

KHovdy's invastors Service 13 AUG 2008

Issuer Commant: Oncor Electric Delivery Company

Moody's comments on Oncor Eiectric Dalivery Company

Moody's Investors Service said that Energy Future Holdings Corp.'s (EFH, B2 Comorate Family Rating / stable
cutlgok) anncuncement that It has reached an agreement {o sell a 20% stake in its wholly-owned subsidiary,
Oncor Electric Delivery Company LLC {Oncor, Bal Comporate Family Rating / stable outiock] is generally positive
for the credit profile of Oncor but is not sufficlent to change the rating or rating sutlook at this time. Moody's
obsarves that the new minority investors are led by Borealls Infrastructure Management (Borealls) and GIC
Special Investments {GIC).

Az notad In our Credit Summary for Oncor dated October 106, 2007, Moody's will continue to assess the cradit
implications and ring fence provisions assoclated with this transaction, which will includa the disclosure in Oncor's
June 30, 2008 Sscurities and Exchange Commission Form 10-Q, which is expected o be filed on Thursday,
August 14th, and, most importantly, the revised and amended Lirnited Liability Company Agreemants for both
Oncor Blectrle Dativery Holdings Company LLC {Oncor HoldCo) and Oncor and the special govemnance rights
provided to the new equity invastars along with the governance rights provided 1o the existing independent
dirgclors, Qur review and assessment will primarily focus on the regulgtory, economic and govarnance factors
that are incorporated into the ring Tance siructure that creates credit separation,

Moody's chaerves that, In most corporate ring fence iype structures, ths ring-fenced entily typically is a
completely different business from the primary activities of the family. In the case of Oncor, the transmission and
distribution business activities are core elaments 1o the generation and retail supply business activities of its
affifiates. This fact patlern is our primary concern that makes & true ring fence type insulation more challenging in
the presence of Oncor's mora risky and bighly leveraged affiliates and parent. In addition, we observe that these
concerns are reflected, in par, in various provisions of Oncor's and Oncor HoldCo's respactive LLC agreemants
which incorporate provisions for the prospect of additional shared services, asset ransfers and joint investments,
among others, with its affiliates.

The sale of the minority Stake is occurring at the utility Oncor, not Oncor HoldCo, and the Investors will be glven
two (out of an expanded total of 11) board seats at the Oncor level, but not at the Oncor HoldCo level, These
board members will be provided spscial governance rights on the Oncor board which will be incarporated into the
Oncor LLC agresment and include veto rights regarding: changes in dividend policy and biock distributions;
budgst revisions in capital expenditures and O&M; certain acquisitions, and; material transactions with any EFH
affiiate. In our opinion, these special governance rights strengthen an already strong set of govemanca
provisions associated with Oncor's existing independent directors, which include a unanimous vote of the
independent directors regarding amendments of certaln provisions of the Onecor LLC agreement {8.g., purpose
and powers of the company, provisions refating to ths Board, most "separateness undertakings™ and material
actions {a.g., mergers and substantial asset transfers, initiation of insolvency procsedings, liquidation without
providing for payment of all credilors).

As a condition precadent to closing, Borealis cannot have a direct or indirect interest in EFH. In addition, under
the Oncor LLC Agreement, the investment vehicle's parent entlity which appoints the two naw board members
cannot have any direct or indirect interest in EFH, However, the new minority investors also have the right to
appoint one non-voling board "observer” who may participate in meetings, and appointment of the non-voting
hoard "cbserver® is not rastrictad 10 a parent entity in the investment vehicle that does not have a direct or indirect
interest in EFH. From a oradit perspective, Moody's will consider these board seats as independant.

In summary, Moody's continues to view the ring fencing provisions to be strong, from a technical and legal
perspactive and we view the introduction of the minority investors {and their special govemance rights) positivaly,
However, we can not ignore the substantial interrelationships that Oncor maintains with its affiliate, Texas
Compaetitive Electric Holdings (TCEH) and ils parent, EFH, which, Int our opinion, are primarly derived from the
fact that EFM's assels are essentially the same assels of ils legacy, vertically integrated slectric uliiity, Texas
Utifitias Electric Company.

Oneor is a regulated transmission and distribution ulllity headquartered in Dallas, Texas.

Contacts Phone
James HempsteadiNew York 212-853.4318
Laura SchumacherNew York 212-853-3853
Thamas J. KellerNew York 212-553-1210
WWilliam L. Hess/New York 212-683-3837
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Covenant Quality Assessment
Preliminary
March 13, 2007
TXU Electric Delivery Company

Dallas, Texas

Reference Securities & Ratings 7% ; + Contacts 750 SANG
Calegory " Rating Information Covenant Office Contact(s) B Phane
Reference Securities: $800 mili'on Floating Rate Alexander C. Dill, £sq. 1.212.553.1653
Senicr Notes due 2008 .
Source Document: Indenture*; Preliminary Offering
Memorandum
Date of Source Document:  August 1, 2002; March _, 2007 Lead Analyst
issuer Rating: Baa2 mnstead/N ke
Ratings Outlook: Rating(s) Under Review James Hempstead/New Yor

Paer Group: Energy

* The August 1, 2002 indenture also governs the following debt seeurities: $200 million 5% Debentures due 2007 and $800 million 7%
Debentures dus 2022, Unlike the Reference Securities, the terms of these securities do not include a change of control provision.

Covenant Quality Assessment Matrix’

S BN 2 3Nt A e ey e SRR 3 Iy BIR
e Sy R :'.g < R T AU
s i

R " ~~“‘,(‘4. R N PSRN M ‘2' CQJ)-" CQ-2 - CQ\’;. . . «,‘;}A. 3,1: :,‘g ,.“‘ . e . 1;“
Key Covenants o . Strang | Moderate | Minimal |-. None | Rationale Under Matrix Criteria = -
Restricted Payments X
Change of Control X Put at par upon a change of control, defined as » “ £
50% share acquisition by any “person® or 5% 3
*group” or effective date of merger i
Merger Resirictions ’ X Merger sublect to assumnption of obligations -
under Reference Securities and no default; bul :
no financial ratio tests imposed 155&3}‘ ;
Asset Sales/Conveyance X incorporated 1n merger covenant; no timing or VK a:.gi’
reinvestment restrictions S
Limitation on Debt Incurrence X N :{;.';ﬂ”";
4
Negative Fledge/Limitalion on Liens X Carve-outs arg less than Moody's threshold of BEAEL
15% of net tangible assets s SR
Limitation on Sales/Leasehack X PRy
Ry s 3
Limitation on Subsidiary Debt X il

Othor liivtant Provisians

Provisions - =~ - Present | Not Present | Summary of Provision .~ - ' Yoo e .
Fall-away X .

Coupon step-up X

0.25% increment step-ups, capped at 0.50% cumulatively, depending on
downgrades to nondG by each of the two rating agencies

The issuer is an Exchange Act reporting company, but has no separate
reporting ohiigation, with negative Implications if it de-registers

Financial reporting X

Prefiminary Covenant Quality Assassmant repors address the structure and characieristics of cavenants in a draft Indsnture or preliminary of g materials Fmvideﬁ
to Moody's, When reviewing a Preliminary Covenant Quality Assessment pleass be aware that the indenture has yat to be finallzed, Upon finalization, Moody's may at
its sole discestion publish 2 Flnal Covenant Quality Assassment which changes the content of the Preliminary report based on the updated, finalized irformation,
fesferring to the final indenture or final offering materials is the only way to contirm the wdstence or pature of any changes from the drafk documents,

Pleage also be aware the financial information used in the calculations in this report is based solely on publicly available information, Therefore, the calodations are
estimates anly and are not intended (o ba a procise statement of the ratios as defined inthe dmaft indenturs,

This report does not constitute an offer 1o sell or a solicitation of an offer 10 buy any securitias, and It may not be used or circulated in connection with any such sifer
or solicitation,

£ Moody’s Investors Service
SL2F Global Credit Research
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Commentary e s e

TXU Electric Delivery Company’s {TXU Electric) senior unsecured covenant package for the Reference Securites is
more characteristic of an investment-grade than a non-investment grade indenture. We note that TXU Electric's
parent company, TXU Corp., recently announced that its board of directors had approved and recommended to iss
shareholders that they approve a merger involving & consortium of private equity investors in a wransaction which is
expected to be highly levered. On February 26, 2007, Moody's placed the radings for TXU Corp. and all its subsidiary
entities, including TXU Electric Delivery and TXU Energy Company LLC, on review for possible downgrade.
Moody's believes the transactdon financing will include a significant amount of incremental debt, which will, in rarn,
dramatically impact TXU Corp.'s otherwise strong key financial credit metrics,'

Moody's acknowledges that the potential new awners of TXU Corp. have stated their intention to not uilize
XU Electric as a vehicle to raise addivional debre o finance the mransaction and has further stated their intention to
maintain investment-grade characeerisdes at TXU Eleceric,

In the context of this transaction, the following implications of the indenture governing the Reference Securities
should be noted:

» The practical effect of the strengths and weaknesses of the various covenane pratections is limited in view of the
short marurity of the Reference Securides (Seprember 2008) and their role as providing shorz-term liguidiey
between signing and closing in connection with the above-mentionad transaction,

s The covenants are based on an indenture dated August 1, 2002, In addition to the covenants in that indenture, a
change of contral provision was added for the benefit of the holders of the Reference Securities. Moody's
considers it to provide strong protection under irs assessroent criteria. Upon 2 change of control, the put is
mandatory, unlike many other change of conwol provisions that are optonal.

» The covenants otharwise are not unique in comparison te other “investment-grade” covenant packages.

TXU Electric includes a majority consent condition in the llens covenant. It is ordinarily difficult 1o obmin
noteholder consent to exceptions in covenants. For purposes of the covenant assessment, Moody's does not consider
the consent provision to provide an exception to these covenants,

Please see Appendix A for indenture ratie calculations and Moody'’s assessment matriz vatio ealenlations and Appendix B for

Moody’s covenant quality assessment criteria for assigning CQ-1, -2, and -3 seores for the eight key covenanss. All colerdations are
based o3t publicly availuble information,

Enmmentary on !(ey Govenants

&EIERL AT TAAR T W e SRS SR TN N L el I GBS T R T MRAMI N S SR SRR A

DTS IR s St st ey AN W

1. Limitation on Restricted Payments (Not Present)

2. Change of Control (CQ-1)

TXU Elecuic’s mandatory put is not conditioned on a negative rating action. Under the terms of the covenant,
TXU Elecrrie will purchase the Reference Securities upon the consummation of the wansaction contemplated by
the merger agreement entered into by TXU Corp. and 2 consortium of private equity investors on February 25,
2007, The third bullet below will have the same effect. The first and second bullet below would apply as well to
any change of control in the future, after the transaction is consummated. This is of no practical effect, however,
since the Reference Securities will mature in September 2008,

! Credit Opinion: TXU Corp, (February 27, 2007).

2 Moaody’s Covenant Quality Assesstnent
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Covenant Synopsis

The Reference Securides are subject to mandamry redemption ac 100% of the principal amount plus accrued
interest to, but excluding, the date of redemption, upon a change of control.

A “Change of Control” will be deemed to have occurred upon the occurrence of the earliest of the following
events:

+ a“person” or “group” within the meaning of Section 13(d) or 14(d) of the Exchange Act other than TXU Cerp,,
its subsidiaries or their resprctive employee benefit plans, files a schedule, form or report under the Exchange
Act disclosing that such person or group has become the direct or indirect ultimate “beneficial owner,” as
defined in Rule 13d-3 under the Exchange Act, of TXU Corp.’s common stock representing more than 50% of
the voting power of TX1J Corp.'s common stock entided to vote generally in the election of directors, or

¢ consummation of any share exchange, consolidation or merger of TXU Corp. pursuant to which TXU Corp.’s
common stock will be converted into cash, securities or other property or any sale, lease or ather transfer in ane
transaction or a series of transactions of all or substantially all of the-consolidated assets of TXU Corp. and its
subsidiaries, taken as a whole, to any person; provided, however, that a transaction where the holders of TXU
Corp.’s common stock immediately prior to such transaction have directly or indirectly, more than 50% of the
aggregate voung power of all classes of common equity of the continuing or surviving corporation or transferee
entitled to vote generally in the election of directors immediately after such event shall not be a change of
control, or

» Effective Time, as defined in the Merger Agreement, which is the rime that the acquisition contemplated by the
Merger Agreement is consummated.

Merger Restrictions (CQ-3)

This covenant affords minimal protection since there are no financial rato tests imposed, as set forth in Moody's
covenant quality assessment criteria. The covenant alse includes exceptions from the obligation of the successor to
assume obligadons under the Reference Securites if certain properties are not sold as an entirety.

Covenant Synopsis

No merger into another ent!ty or conveyance, transfer, or lease of TXU Electric’s “electric uglity praperty”
(defined as the tangible property of TXU Electric located in Texas used or useful or to be used in connection with
the transmission and distribution of electric energy) unless:

 the successor entity or the entity which acqitires the electric utlity property as an entivery or substantially as an
entirety expressly assumes TXU Electric’s obligations under the Reference Securities and under the indenwure
for the Reference Securities;

« in the case of a lease such lease is made expressly subject to termination by TXU Electric or by the trustee and

by the purchaser of the property so leased at any sale thereof at any time during the continuance of an event of
default under the indenture; and

s no default exists.

Carve-outs:

The indenture does not prevent or reswict:

» any conveyance, transfer or lease of any of TXU Electric's properties where TXU Electric retains elecwic unility

property with a fir value in excess of 143% of the aggregare principal amount of all ourstanding Reference
Securities, and any other outstanding debr securities ranking equally with, or scnior to, the Reference Securities.

o

Assets Sales/Conveyance (CQ-3)

The asset sales covenant exists by virtue of the merger restricton covenant, which governs the sale of the
company's electric utlity property. It is therefore considered a separate covenant for purposes of the covenant
quality assessment scoring. This covenant is scored CQ-3, since the merger restrictions covenant does not include
timing or reinvestment criteria that would meric a higher ranking. Given the absence of a separate asset sale

Moody’s Covenant Quality Assessment - . 3

!
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vovenant, the rransfer of assets that do not rise to the level of substandal asset sales would not be restricted. In facy,
this is made explicit in the exceptions to the merger restrictions.

Covenant Synopsis

No conveyance, wransfer, or lease of TXU Electrie's “electric usility property” unless the acquirer assumes the
obligations under the Reference Securities and no default exists

Carve-outs:

See the carve-out in Section 3 governing merger restricdons.
5. Limitation on Debt Incurrence (Not Present)

6. Nepgative Pledge/Limitation on Liens (CQ-2)

Carve-cut are less than Moody's criterion of 15% of net tangible assews (as defined by Moody's). See Appendix A
Although not specifically stited, the purchase money exception sppears to relate to ordinary-course transactions,
and recourse is limited to acquired assers. The Reference Securities must be equally and rarably secured with any
ather secured debt. The indenture also allows the company, for administrative reasons, o deliver secured bonds to
the trustee for the Reference Secarities in an amouns equal vo the principal amount of the Reference Securities,
which would effectively secure the Reference Securities on an equal and ratable basis with the secured debr.

Covenant Synopsis

TXU Electric or its subsidiaries may not incur any lens on any of their property or assets to secure debe without
the consent of the holders of a msjority in principal smount of the outstanding debr securides of all series with
respect to which this covenant is made.

Otherwise, liens on such property or assets are permitted ife

s TXU Electric secures the Reference Securities equally and ratably with such secured debt, or

s TXU Electric delivers to the trustee for the Reference Securities evidence of indebredness in an amount secured
equally and rarably with such debt with a lien on the same property and assers and equal to the then cutstanding
amount of the Reference Securides

Carve-outs:

¢ Purchase money liens placed on property at the time of its acquisition or within 180 days thereafier;

« in addition to the “permited secured debt™ described above, secured debt nor otherwise so permitted in an
aggregate principal amount not exceeding the greater of 10% of TXU Electric’s “net mngible assers” or 10% of
TXU Electric’s “capitalizadon.”

Definitions:

“Met tangible agsets” means the amount shown as total assets on TXU Elecwric’s unconselidated balance shee, less
(i} intangible assets including, bur without limittdon, such items 25 goodwill, rademarks, wade names, patents,
unamortized debt discount and expense and other regulatory assets carried a5 assets on TXU Elsctric’s
unconsolidated balance sheet and (i} appropriste adjustments, if any, on account of minority interests,

“Capitalizarion” means the toal of all the following irems appearing on, or included in, TXU Electric’s
unconsolidated balance sheet (i) liabilides for indebtedness mavuring more than 12 months from the date of
determination and (i} common stock, common stock expense, accumulated other comprehensive income or loss,
preferred stock, preference stock, premium on common stock and retained earnings (however the foregoing may

be designated), less, 10 the extent not otherwise deducted, the cost of shares of TXU Electric’s capital stock held in
TXU Electric's treasury, if any,

7. Limitations on Sale & Leaseback Transaction (Not Present)

8. Limitation on Subsidiary Debt (Not Present)

4 Maoody's Covenant Quality Assessment
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Dther 1mpﬁrtant Fravrsauns

1. Fall-away Provision {Nof Present)

2. Step-up Coupon{Presenl)

The coupon on the Reference Securites will:

» not increase if they are rated investment grade by the two rating agencies;

« increase by (.25% if the Reference Securities are rated Below investment grade, or not rated, by one rating
agency and above investment grade by the other rating agency; and

¢ increase by 0.50%, if the Reference Securities are rated below investment grade by both rating agencies, below

investment grade by one rating agency znd not rated by the other rating agency or 1f the Reference Securidies
are not rated by both rating agencies.

3. Financial Reporting(Present)

The company is an Exchange Act reporting issuer but has not separate obligation under the indenture to provide
reports dnd other informaticn to holders of the Reference Securities.

. Moody’s Covenant Quality Assessment 5
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Appendix A
COVENANT & MATRIX RATIO CALCULATIONS?
Source: 10-K for period ended Decesssber 31, 2008

(Figures in § millions unless otherwise indicated)

T'o assess whether 2 covenant’s quantitative carve-outs are less than or exceed the financial rado scoring criteria in
Moody’s covenant quality assessment matrix, we perform the following steps:
*  First, we calculate the covenant’s carve-outs by applying the indenture’s own financial ratios and definitions
and adding any numerical covenant carve~outs to arrive at an aggregate amount.
*  Second, we apply our own financial ratio criteria from the assessment matrix in calculating a threshold
amount.

*  Third, the two amounts are then compared to determine whether the aggregate covenant carve-outs ace less
than or exceed the matrix threshold criteris specified for a CQ-1, -2, or -3,

LIMITATION ON LIENS

COVENANT CALGCULATION
Greater of 10% of TXU Electric Delivery's “Net Tangible Assets” or 10% of TXU Electric’s “Capitalization.”
10% of Net Tangible Assers”

Balance Sheel Htarn . Amount
Total assels 106,708
Less:
Intangible assets {162
Goodwill 25}
Qther regulatory assefs (2,028
Net Tangible Assets 8,494
10% of Consolidated Net Tangibls Assets 849

10% of Capiwlizaton

Balance Shoet Jtem Amaunt
Sum oft
tiabiites maturing over 12 months 3,841
Sharsholders’ equily 2,975
Capitalization 6,786
10% of Capitalization 679

ASSESSMENT MATRIX CALCULATION
15% of net magible assets

Net tangible assets = total assets — (goodwill + intangible assets)
Net tangible assets = 10,709 — 25 + 162) = 10,522
15% of net tangible assers = [,578

Thus, indenture carve-outs are less than Moody's assessment threshold of 15% of net tangible assets.

? In cerrain cases, add-backs and other fzems may not have baen publicly available or may net be quandfiable znd are thus not
reflected in the caleslations made in chis sppendix. Therefore, the calenlations are estimates only and are notinrended o be a
precise statemnent of the ratios as defined in the indenture,

tn corain cuens, sdd-backs and other ferms may not have baan publicly available or may aot be quantifisble and e thus not reflected 10 the calculations macs in this
sppendin, Therefore, the calculations are estimates only and are nat imtended to be 3 pracise statemens of the ratlos 23 Jafined in the Indenture,
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Moody’s Investors Service

LGD Assessment: Oncor Electric Delivery

Data as of, 3/31/2008

‘Corporate Family Data X o
Corporate Family Rating (CFR) Bat
Expected Loss Rate (EL) 2%
Expected Family Recovery Rate (RR) 85%
Standard Deviation of the Recovery Rale 26%
Probabiity of Default Rating (PDR) Ba2
Probability of Default Rate (PD) 7%
Priority of Claim Data (Amounts in Millions of U.S. Dollars)
Cncor Electric Delivery {OpCo - 1B)
Face Modeled Priority LGEL Issue
instrument Name - Amount  Armount Rank LGD Rate Assessment  Raling
Ttade Payables (20 Days) 89 a9 1
8.375% Fixed Senior Notes dus January
18, 2018 500 500 2 34% .G03 Batl
6.375% Fixed Senior Notes due May 1,
2012 760 700 2 34% LGD3 a1
7.000% Fixed Debentures due September
1, 2022 800 800 2 34% LGD3 Bat
7.000% Fixed Senior Notes dus May 1,
2032 500 500 2 34% LGD3 Ba1
7.250% Fixed Senior Notes due January
15, 2033 350 350 2 34% LGD3 Bat
8r. Secured Revolver 2,000 2,000 2 34% LGD3 Ba1
1x L.ease ] 5 3
Trade Payables (Remainder) 0 0 3
Underfunded Pension 172 172 3

Contacis:
Jim Hempstead, Analyst
Larry Hess, Team Managing Director

For information on any issuer shelf ratings and debt Instruments rated based on guarantees or credit support from an entity

Maodel Produced: 5/16/20038

putside the issuer family, please see the ‘Current Rating List’ section of this issuer's page on Moodys.com.
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£, Global Credit Research

3

L5 issuer Comment
Moody's invextors Sarvice 16 MAY 2008

Issuer Comment: Oncor Electric Dallvery Company

MOODY'S COMMENTS ON ONCOR'S COLLATERAL PACKAGE _

Moody's Investor's Service sald that Oncor Electric Delivery Company LLC's {Oncor, Bat Corporata Family
Rating / stable cutlook) announcement that it has completed the delivery of a collateral / security package for the
benefit of five bond fssues will have no impact on the ratings or rafing outlook, Tha five issues are: $700 million
8.375% Fixed Senior Notes due 2012; $500 miilion 7.00% Fixed Senior Notes due 2032; $500 million 8.375%
Fixed Senior Notes due 2015, $350 million 7.25% Fixed Senlor Noles due 2033, and; $800 million 7.00% Fixed
Senior Notes dus 2022,

These securities will now benefit from a first priority lien and deed of trust equally and ratably with 2 $2.0 billion
bank credit faciity {matures in 2013), offoctively resulling In a single class of debt - senior secured. As a rasulf,
hased on our Loas Given Dafaull Methodology, Oncor's bank credit facility and senior notes will be rated Bal.

In our apinion, the collateral / securily package is reasonably simitar to the May 2002 indenture provisions,
essentiaily repregenting a first mortgage on the property. We observe that Oncor has raised the amount of
property it can securs to 85% from 70% and that the collateral / security package can be removed upon the
maturity or termination of the $2.0 billion bank credit facility, whichever is sarlier,

With the exception of the 3800 miflion 7.00% Fixed Senior Notes due 2022, which were originally issued in
August 2002 as senior unsecured debt under the August 2002 indenture, all of the remaining bonds were
originally Issued gs senior secured debt subject o a “fall away” provision under the May 2002 indanture. In
Ostober 2005, Oncor released the securlly under the provisions of the May 2002 indenture, and the honds
bacame senior unsecured obligations of the company,

in October 2007, Moody's assigned a Ba1 CFR to Oncor and Bat ratings to its $2.0 billion bank credit faclity and
{0 the five sscuritios noted above, As noled in our press release dated October 9, 2007, Moody's expectations
regarding the delivery of the collaterat packags to benefit the bondhoider's was Incorporated into our rating
analysis at that time, and as a result, we incorporated a view that Oncor would always have a single class of dabt,

Qneor is a rate requlalad electric ransmission and distribution business serving the greater Daltas/Ft. Worth and
North Texas regions. The company’s revenues are primarly regulated by the Public Utility Commisslon of Texas

{(PUCT). Oncoris a wholly-owned subsidiary of Oncor Electric Delivery Holding Company LLC which is a wholly-
owned subsidiary of Energy Future Intermediate Holding Company which is 2 wholly-owned subsidiary of Energy
Future Holdings Corp. (82 CFR/ slable cutiook).

For the year ended December 2007, Oncor reported approximataly $2.5 bilfion in revenues. Oncoris
headquartered in Dallag, Texas,

{ontacts Phone
James HempsiaadiNew York 212-553-4318
t.aura Schumacher/New York 212-563-3853
William L. MessiNew York 212-553-3837
Thomas J. Keller/New York 212-853-7210

& Copyriaht 2008, Moody's Invesiors Service, Inc. andfor its lidensors Including Moody's Assurance Gompany, I66.
{together, "MOOQDY'S", All rights reserved,

ALL INFORMATION CONTAINED HEREIN 1S PROTECTED BY COPYRIGHT LAW AND MONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANMSFERRED, DISSEMIMATED,
REDIATRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPQSE, 18 WHOLE OR IN PART, IN ANY
FORM OR MANNER QR BY ANY MEANS WHATSOEVER, SY ANY PERSON WITHOUT MOODV'S PRIOR WRITTEN CONSENT, All
mfarmation contained heran s oblamed by MOQDY'S from sources believed by 1L 10 be aggurate and reliable, Bscause of The
possbuliny of human or mechames! error 88 well 35 othar factors, however, such nformanon 8§ proviged "as is” vithout wananty
of any kind and MOODY'E, in parboular, makes no representation or warcanty, express o snphad, &5 (0 the acursty, bmehnass,
completeness, macchantalubty or flnass for any perticular purpese of any such infarmabion. Lnder no crcumstancas shall
MOODY'S hav2 any habibily 10 2oy Derson or entity far (2} any joss or damags i whale or m part caused by, resufting trom, or
relaring to, any arror {negligent or otherwise) or othar droumstancs or contingancy within or vutside the control of MOODY'S or
any of ®s directors, officers, empinyeas ve ggents in connaction witn the procuremant, collection, compiation, analyws,
intarprecation, communicaton, publication or delivery of any such formaton, or (b any direct, Indirect, speaal, consequental,
companiatary or mtidental damages whatsoever (ncluding without inwkaton, lost profits), even If MOODY'S & advized
advanca of the possibdity of such damagas, resulting from (he use of or wabdity W use, any such mformation, The crodtt ratings
ang financesl raportng analysis obsenatons, f say, constituting pact of the mlfarmation contmned heram are, and must ha
construgd solely s, statements of opinlon and not starements of fact or recommeandabons to purchase, selt or holu any

DICT 45238 STAFF RFI Set 1 QN 1-1 [ONCORIVOL 214
0000816



securites, NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY O
FITMESS FOR ANY PARTICULAR PURPQSE OF ANY SUCH RATING QR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOGOY'S IN ANY FORM OR MANNER WHATSOEVER, Esch rating or other opinion must be weghed solely a8 ong factor i oy
wvestment decsion made by or on behalf of any user of the mformation contained haremn, and 2ach Such user must accordingly
make 05 own study and evaluation of each security and of 2ach issuer and guarantor of, and each orovidar of credit support for,
asach security that i may consider purthasing, holding or sefiing,

MOGDY'S hershy disclosas that most issuers of debt secunties (including corporats and mumaopal bongs, debenturas, notas and
commercial paver) and preferred stock rated by MOODY'S have, prior to assignment of any rating, agseed to pay to MOQDY'S for
apprasal and rating services renderad by st fees ranging from $1,560 10 2pprosamaiely $2,400,000. Moody's Corporation (MCO)
and 15 wholly-ownad credit raling agency subsidiacy, Moody's Investors Service (MI18), also mamtain policiss angd procadures 0
address the Independence of MIS's ratings and raling processas, Information regarding cartam affillations that may east
Barween directors of MCO and rated entities, and between 2ntities who hold ratings from MIS ang have also publicly regorted to
the SEC an ownershio amarest in MCO of raore than 5%, is posied annually on Mondy's website at wwiw.muodys.com under the
haading "Shargholder Pelatiung - Corporate Governance - Director ang Shareholder Alfliabon Policy.”
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FitchRatings
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Fotdinion 8 K, sl

Oncor Electric Delivery Co., LLC

(Subsidiary of Energy Future Holdings Corp., formerly TXU)

Rating Rationale

» Fitch Ratings affirmed the ‘8BB~' long-term issuer default rating (IDR) of Oncor
Electric Delivery Company, LLC (Oncor), on Oct. 8, 2007, which was two days prior
to the closing date of the leveraged buyout of parent company, Energy Future
Holdings Corp (EFH, formerly TXU, rated *B’). The Rating Qutlook is Stable. .

= The ‘BBB-’ IDR of Oncor reflects its investment-grade standalone credit metrics,

low business risk, economically vibrant service territory and effective insulation
from its more leveraged parent, EFH, and affillate, Texas Competitive Electric

holdings LLC {TCEH, rated ‘B’}, as a result of ring-fencing efforts.

» Oncor’s ratio of funds from operations (FFO) plus interest expense, divided by
interest expense, has consistently been approximately 4.0 times {x) since 2004.

Global Power

U.S. and Canada

Credit Analysis
Ratings . .
Securlty Class Current Rating
1R BAB~
Senlfor Secured Notes 588
Sardor Unsecured Notes BBB-
Shore-Term JOR Fl
Outlook

Stable
Financial Data
Oncor Electric belivery Co,, LLC

{$ Mil)

LTR
9730707 2006

Gross Margln . .33 2,303
Cash Flow from
Qperations 729 §34
Oparating EBITDA -~ 1,107 ° 1,09
Total Debt 3,9% 3,731
Total Capitalization .. 6,987 6,706
ROE %) 0.9 18
Capex/Depraciation . WL
€3] e 1!57 3 219.7
Net income 326 344
Analysts

Sharon Banelli
+1 212 908-0581
sharon. bonelli®fitchratings.com

Elten Lapson, CFA

+1 212 908.0504°
ellenlapsen@fitchratings.com

Related Research .

» Credit Analysis, Texas Competitive
Electric Holdings Company LLC,
dated Jon, 28, 2008,

» Credit Analysis, Energy Future
Holdings Corp. (formerly TXU Corp.),
dated Oct. 19, 2007,

Management committed to Texas state regulators to maintain a capital structure
with no more than its authorized debt-to-capital ratio {currently 40%), and the
capital structure is well within the regulatory threshold. Oncor takes no commodity

price risk. Recovery trackers enable timely recovery of a significant share of capital
investments.

= In Fitch’s view, Oncor's existing ring-fencing mechanisms effectively insulate Oncor
from EFH. If EFH's plan to sell a 20% interest in Oncor reaches fruition, this would
not change the existing ratings or Outlaok of Oncor.

«  Credit concerns center on the risk of adverse changes in law or regulatory orders from
the Public Utility Commission of Texas (PUCT} and potential credit losses from retail
electric provider (REP) customer defaults. Oncor’s exposure to credit risk associated
with accounts receivable from affiliate, TCEH, was 5181 million. Oncor also had
$250 million from unaffiliated, primarily below-investment-grade REPs, as of
Sept. 30, 2007. In addition, there exists the risk that performance improvement
initiatives may not result in the forecasted cost reductions

» The Stable Qutlook assumes there will be a balanced outcome in Oncor’s upcoming
base rate case, which must be filed no later than July 1, 2008. The proposed
stipulation in Oncor's public. interest, 14.101 filing contemplates that Oncor’s
585 million rate case filing that had been made in August 2007 will be dismissed in
the near future. The prior filing had been made in April 2007 at the request of the
PUCT and was based on a 2006 test year.

Key Rating Drivers
What could lead to a positive rating action?

« Significant improvement in EFH’s leverage and credit ratings.
+ Reduction in Oncor’s individual debt leverage.

\

What could lead to a negative rating action?

« Adverse changes in the Texas electric market structure
s Unfavorable outcome in 2008 rate case.

www.fitchratings.com January 28, 2008
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Key Credit Strengths

«  Regulated transmission and
distribution {T&D) utility
provides a stable source of
cash flaw,

s Effective ring-fencing
muchanisms help mitigate
rating linkage from Oncor’s
'8* rated parent, EFH, and
affilfates,

»  Capital trackers enable tunely
racovery of a majority of
capital investments.

Key Credit Concerns

«  Risk of retail electric provider
{REP) business customer loss,

»  Risk of adverse legistative or
regulatary changes in Texas.

s  Residual rating tinkage to
highly leveraged EFH

¢ Atcounts receivable-related
credit expoasure to below-
irvestmnent-grade REP
counterparties.

» If ring-fencing strategies do not work as intended, leading to greater linkage
between Oncor and highly leveraged EFH affiliates.

s Economic weakness in the territory,

Profile

Oncor, an indirect subsidiary of Energy Future Holdings Corp., is the largest regulated
transmission and distribution (T&D) utility in Texas. The company delivers electricity to

approximately three million T&D points of delivery in and around the Dallas-Fort Worth
metroplex.

Recent Events

Ring-Fencing Mechanisms

Fiteh considers Oncor to be effectively ring-fenced from its highly leveraged parent and
affiliates. Oncor and its owners implemented a number of ring-fencing mechanisms to
insulate Oncor from the rest of the EFH group. EFH became highly levered as a result of a
leverage buyout (LBO) completed on Oct. 10, 2007. However, there was no new debt
issued at Oncor to finance the LBO, and standalone credit metrics remain consistent with
investment-grade ratings. In Fitch’s view, effective ring fences incorporate mechanisms
stemnming from a combination of regulatory orders, contractual limits in financing
arrangements and management policies; Oncor’s arrangements include mechanisms of all
three types,

in terms of regulatory ring fencing, the PUCT reached an agreement on Oct. 5, 2007 that
requires Oncor to limit the dividends to TAU to amounts no greater than net income
through 2012 and also imposes other Umits, The PUCT's new requirements were additive
to previous commitments voluntarily made by Oncor in its 14.101 PUCT merger filing, as
of Aprit 25, 2007. In its 14,101 filing, Oncor committed to pay no common dividends if its
ratlo of long-term debt-to-capital exceeds its authorized ratio {currently 60%) as
calculated for regulatory purposes, or if Oncor’s board of directors determined the
dividend payment would not be in Oncor's best interest. Oncor also agreed to maintain an
independent board of directors and implement other separation mechanisms, such as
maintaining separate books, records and corporate identity and to limit annual upstream
dividends to annual net income.

Contractual ring-fencing provisions include a maximum 65% total debt-to-capital covenant
in Oncor's new $2 billion, six-year revolving credit facility.

Finally, management of Oncor and EFH and the sponsors have communicated their intent
o sell a 20% minority interest in Oncor.

While the Oncor ring fencing s sufficient to retain the lowest investment-grade ratings, it
is imperfect, and rating linkage stems from shared tax filings, pension and operational
linkage with the leveraged EFH group. If affiliate or parent ¢redit qualily deteriorates,
the rating linkages could result in reduced or less-favorable capital market access for
Oncor, leading to potential adverse changes in Oncor’s ratings. Distribution revenues from
affiliate, TCEH, represented 42% of Oncor's total revenues for the nine months ending
Sept. 30, 2007, Fitch notes its positive outlook for wholesale power generators, as well as
further tightening and favorable cash flow prospects for owners of coal-fired generation
in the Texas competitive wholesale electric market over the next several years. However,
the possibility of carbon costs is a caveat to otherwise positive market fundamentals,

Potential for Changes in Texas Energy Laws
While the 2007 Texas legislative session closed without any changes to law that would
have adversely TXU, there is a future risk that this could happen. The legistature
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introduced legislation that would have required TXU Corp. to separate its subsidiaries into
two or three standalone compantes, which could have resulted in a significant tax cost to
TXU Corp.; required divestiture of significant wholesale power generation assets, which
also could have resulted in a significant tax cost to TXU Corp.; and given new authority to
the .PUCT to cap retail electric prices. The high power prices in Texas increase the
likelihood that politicians may become pressured to pass laws to cap T&D or generation
rates or change the market structure,

Management Change

On Jan. 8, 2008, Energy Futlre Holdings Corp. announced former chief financial officer
(CFO)} and executive vice president of Exelon Cotp., John Young, will become EFH's new
chief executive officer {CEQ). Young will become the first CEO of EFH and will begin work
on Jan. 29, 2008. Mr. Young has extensive industry experience, most recently as CFO of
Exelon, and prior to that, in various posmons at Southern Company.

Liquidity and Debt Structure

In Fitch's view, the company has ample liquidity and market access to satisfy cash needs.
Oncor has a $2 billion, six-year secured revolving credit (R/C) facility maturing 2012
available for its expected external borrowing needs for debt retirement and system
expansion. There were $1.3 billion of R/C borrowings outstanding as of Oct, 31, 2007. The
R/C has a maximumn 65% total debt-to-capital covenant. There was no outstanding
commercial paper under the $1 hillion commercial paper program at Sept 30, 2007.

Oncor has committed to the PUCT to make minimum capital investments of $3.6 billion
over the five-year period ending Dec. 31, 2012, and the company forecasts approximately
$700 million of this capital spending to be made in 2008.

Oncor has limited amounts of debt maturing in the next five years other than tariff bond
principal payments. Tariff bonds are de-consolidated by Fitch, There are no maturities of
long term debt until 2012. For additional information, please refer to the Debt Maturity
Schedute table below.

Debt Maturity Schedules . ) X
(5 Mit)
2008 2009 10 2011 2012 Therzafter
'6.375% Fixed $r. Notes Due May 1, 2012 — — — . 7o 700
Gther Oneor Debt — - — — — 1,150
Total Oncor Electric Dalivery — — — — 700 2,850

*Exciudes securitization debt of approximatsly $1 bilifon. ‘

Source: Fitch.
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Financial Summary — Oneor Electric Delivery Co,, LLC
{$ Wil., Years Ended Dac. 31)

IR 1Y

9130/67 2008 2005 2004 2003 002
Fundamental Ratios (x)
Funds fram Operations/ Intevest Expense 36 4.1 4.1 3.8 33 2.8
Cash Flow from Operations/Interest Expense 3.8 1.2 4.9 3.7 32 1.9
Debt/Funds fram Cperations 5.7 5.0 4.4 4.8 5.8 3.3
Uperating ERIT /interest Expanse .8 3.0 31 2.3 2.1 %4
Opwrating EBITDA/interest Expense 4.2 4.5 4.8 3.9 31 3.1
Debt/Operating EBITDA kX 14 3.9 34 4.1 5.3
Comman Dividend Payout (%} 103.1 a8 [+RY 4.0 0.0 4.8
internal Cash/Capital Expanditures (%) B4.1 231 106.2 107.3 118.6 45,4
Capltal Expenditures/Depraciation (%) 187.3 219.7 205.8 175.9 186.4 194.3
Profitability
Revenues 2,330 2,303 1,248 2,137 2,073 1,994
Het Revenues 2,338 2,30 2,248 2437 2071 1,994
Operating and Maintenance Expense 824 804 213 315 786 762
Opwerating EBITRA 1,107 1,097 1,048 942 911 841
Depreciation and Amortization Expense 374 8 356 341 pia] 264
Cperating EBIT 71 715 692 601 620 877
Gross Intarest Expense 65 340 i) 242 236 6
Nat income for Common 26 344 351 73 258 122
Operating Maintenance Expense % of Net Reventes 35.4 34.9 35.2 381 379 B2
QOperating EBIT X of Net Revenues 31.4 ki) 30.8 181 2%.9 8.9
Cash Flow
Cash Flow from Operations 79 534 bag] 644 H4d 233
Change in Working Capital k1] 219) 97 126) [ {246}
Furwds from Qporations 699 753 &8¢ 670 &71 479
Dividends £336) {340) g 2 0 0
Capital Expenditures 7oty {840} (733 {600} {543} {513)
Free Cash Flow {308 {646} 45 44 101 {180}
et Gther Investment Cash Flow 23 43 [] {50} {35} {46}
et Change in Debt p2}) 53¢ iy 183 @113 §24
Net Change in Equity by 1] g {450} {50) {150}
Capital Stracture
Short-Term Debt 356 697 74 83 5 &0
Leng-Term Debt 3,624 3,034 3,033 3,123 3,7 4,199
Total Debt 3,990 3,14 3,107 3,186 3,751 4,459
Preferred and Mnority Equity ¢ g ¢ ¢ 1] [+]
Common Equity 2,597 2,978 2,933 2,687 2,886 7,648
Total Capital &,487 6,706 6,042 5,873 6,607 7,108
Total Debt/Totat Capitat (%) 574 55,6 5.4 54.3 56,8 62.7
Preferred and Minority Equity/Total Capital (%} c.0 i X4] 0.0 0.8 0.0 8.0
Commen Equity/Total Capital (¥} 42.% 44,4 48,4 45.7 43.2 37.3

LT ~ Latest 12 months. Operating EBIT ~ Operating incoma plus total reported state and federal intome tax expense, Operating EBITUA - Operating income plus total
reported state and federal income tax axpense plus depreciation and amoctization expense, Note: Numbers may not add dus to rounding, Numbers are adjusted for interest
and pripcipal payments on transition property securitization certificates. Lung term debt includes trust prefarred securitles,

Source; Financial data obtained from SKL Energy Information System, provided under cense by ML Financiat, LS of Charlottesville, YA,
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Oncor Eleétric Delivery Company
LTM 2007 2006 2005 2004

(CFQ Pra-W/C + Interest) / interest Expanse 3.1 3.2 38 3.7
{CFQ Pre-WIC}/ Debt 12% 13% 18% 17%
{CFQ Pre-WIC - Dividends) / Deht 6% 6% 19% 17%
{CFQ Pre-W/C - Dividends) / Capex 3%% 31%  11M1%  118%
Debt/ Book Caplialization 55% 54% 52% 53%
ERITA Margin% 2% 2% 2% 25%

{1] All ratios calculatad in accordancs with the Global Regulated Electric Utllitles Rating Methodology using
Modédy's standard adjusiments

Note: For definitions of Moody's most common ratio terms please see the accompanyiﬁg Usar's Guide,

Opinion - -

Company Profile . Y,

Oneor Elsctric Delivery Company LLC ("Oncor”} Is a rate regulated electric ransmission and distribution business
serving the greater Dallas/Ft. Worth and North Texas regions. Tha company’s revenues are primarily reguiated by
the Pubile Utllity Commission of Texas (PUCT). Oncor Is a wholly-owned subsidiary of Oncor Eigctric Dealivery
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Holding Company LLC which Is a wholly-owned subsidiary of Energy Future Intermediate Holding Company LLC
(EFIHC) which is a wholly-owned subsidiary of TXU Corp, (TXU). For the latest twelve months ended June 2007,
Oncor reported approximately $2.2 billion in revenue, Oncor is headquartered in Dallas, Texas.

Recant Developments

On Friday, October 5, 2007, TXU announced its expectation that the leveraged asquisition of TXU by a consortium
of private squity investors would close on Wadnesday, October 10, 2007. As part of the acquisition, Oncor has
baen restructured Into 8 Delaware Limited Liability Corporation (LLC). In addition, TXU has implemented a number
of legal and technical provisions that has the sffect of ring-fencing Oncor as a separale entity from its affiliate,
Taxas Competitive Electric Holdings Company (TCEH) and its parent, TXU Corp, and their subsidiaries {"non-
Oncor entities"). From a credit perspective, Moody's saes significant value associated with the ringfencing
provisions that are currently being contemplated.

On Tuesday, October 8th, 2007, Moody's concluded its review for possible downgrade for TXU and its rated
subsidiaries, As a result of the proposed capital struscture presented in the recent 8K filing by TXU in connection
with tha levaraged buyout by KKR and TPG, Moody's Investors Service has downgraded the ratings for TXU and
its subsidiaries and hes assigned new Corporate Family Ratings (CFR's), Probability of Default ratings (PDR's)
and Loss Given Default (LGD) assessments at both the TXU and Onoor entifies,

Rating Rationale

Oncor's Ba1 CFR primarlly reflects the significant value associated with the proposed ring fencing provisions that
have been announced by TXU, our relatively constructive view of the Public Ullity Commission of Texas (PUCT)
and the financial profile of the company. Moody's observes that on a stand-alons basis, Oncor is arguably a solid
investment grade entity. In addition, Moody's rating methodology for global regulated electric utiiities {which is
currantly being updated) produces a rating for Oncor well within the Baa-rating category, Nevartheless, taking into
consideration EFIHC’s upsiream guarantee (which ls not part of the ring fenced entities}, to TXU and our view
regarding how much valus could be exiracted from Oncor for the benefit of its parent, lead us to conclude thata
Bat CFR is the most appropriate rating at this time. Essentially, ws beliave that TXU and TCEH's business and
operating risk profiles, coupled with the now levels of leverage those businesses will incur, create a sufficient lovel
of potentlal contagion risk that will negatively impact Oncor's atherwise invesiment grade siatus, regardiess of the
hankruptoy-remoteness and separateness provisions proposed with respect to the proposed ring-fencing.

Tha most important drivers of Oncor's Bat rating and stebls autlook are as follows:
LOW BUSINESS AND OPERATING RISK WITHIN A BUPPORTIVE REGULATORY ENVIRONMENT

in cur opinlon, Oncor would be positioned well within the Baa-raling category based on its relatively low business
and operating risks and its rate-reguiated revenue, earnings and cash flow. We view the PUCT's relatively
ransparent decisions and rale case procedures favorably, and wa incomorate a view that Oncor will maintaina
reasonably constructive relationship with the PUCT and that the PUCT would prefer to regulate a financially
heaithy utifity. in addiflon, Oncor's capital investmenis are benefited by cerlain accelerated recovery mechanisms
{through trackers), and it has an authorized capital structure with 40% equity 7 60% debt,

ONCOR'S FINANCIAL PROFILE POSITIONS THE COMPANY WITHIN Baa-RATING CATEGORY

With respsct to Oncor’s financial profile, we note that Oncor has produced, on average, CFO of approximately 30.8
billlon per vear over the past S-years and $0.7 billion per vear over the past 3-yearg which represented
approximately 14% and 16% of Oncor's consolidated adjusted total debl, respectively. The adjusted total dabt
balances include the Aaa-rated securitization debi that was issued in 2004 as well as the other standard
adjustments Moody's applies to financial statements. Over the next 3-years, Moody's believes Oncor will likely
produce CFQ as a percentage of adjusted total debt of approximately 15%, which will continue to position the
company well within the investment grade Baa ratings calegory.

RING FENCING PROVISIONS ARE STRONG BUT NOT SUFFICIENT TO PROTECT AGAINST CONTAGION
RISK

As we note balow, Moody's views the currently proposed ring fencing provisions to be strong, from a technical and
legal perspective. However, we can notignore the substantial inter-retationships that Oncor maintains with is
affiliate, TCEH and Us parent, TXU. These inter-relafionships, in our opinion, are primarily derved from the fact that
TXU's assets are essenlially the same assets of its legacy, vertically integrated elactric wtility, Texas Electric
Utitities Company,

As aresult, there are financial relationships between Oncor and its REP affifiate, such as a sizeabls concentration
of revenue {roughly 50% - 60% of Oncor's revenues ars assoclated with TXU Energy {(Retail)). There are Interest

and tax expense make-whole agreements associaled with the collections of CTC charges to service the Asa-rated
securiization bonds, joint and severable pension exposures, nuclear decommissioning collection accounts {Oncor
is a collection agent) and other corporale shared services. Most importartly, Oncor is expected to cover a majority

DKT 46238 STAFF RFI Set 1 QN 1-1 [ONCCR] VOL. 222
0000826



of its parent holding company's expensss over the near-term, in the form of dividends and cash taxes. Takenas a
whole, we befleve Oncor is axposed to the significantly higher risks associated with its affiliate and parent, and we
do not balieve those entities contain a sufficient amount of cushion in thelr business plan to address unexpectad
evenis, given thelr extremely high leverage. in this respeci, we note that whatever protections are in place against
the bankruptcy of a solvent entity, as an enilly approachss insolvency, the fidudiary obligations owed by its hoard
of diractors begins o shift to consider the interests of creditors. Therefore, we believe Oncor will potentially be
expesed to contagion risks associated with its affiiates and parent, which raises is probability of default,
regardless of the [egal and other structural ring fencing provisions that are currently being contemplated and
ragacdiess of the likslihood for recovery.

SIGNIFICANT LEGAL PROTECTIONS IN PLACE TO RING-FENCE ONCOR ELECTRIC DELIVERY HOLDINGS
COMPANY LLC AND ITS OPERATING SUBSIDIARY

Oncor's immediata parent, Oncor Electric Delivery Holding Company LLC {(Oncor HoldCo), is tha most important
entity to evaluate when assessing the strength of the proposed ring fencing provisions. Soth Oncor HoldCo and
Oncor HoldCo's operating subsidiary, Oncor, constitute the ring-fenced entities. Like Oncor, Oncor HoldCo is 2
single member LLC astablished under Delaware law. The LLC agreement govering Oncor HoldCo's voting
procedures (in particular, requiring unanimous agreement as to a voluntary bankrupicy petition and other Important
decisions), legal separateness from non-Oncor entities and independance of its board of directors provide a
significant leve! of legal protection agalnst: the potential consolldation of the ring-fenced entities with a bankruptcy
of the non-Cneor entitles, either through a voluntary filing or by a bankruptey court ordar. Legal opinions expected
{o be received regarding both Oncor entltias, on the enforceabiiity In bankruptey of Delaware law and on thalr non-
consolidation with a bankrupicy of the non~0ncor gntities, lend support ta this conclusion,

INTENTION TO SELL MINORITY INTEREST TO AN INDEPENDENT THIRD PARTY

TXU has expressed its intention to sell a minority interest in Oncor {the T&D ulllity, not Oncor HoldCo) to an
indepandent third party investor. We believe Oncor is worth approximately $11 billion on an enterprise value basls,
which results in roughly $6 billion of equity value (assuming $5 billion of debt). While our assessment of the
independance of the investor still needs to cocur, In general, Moody's would view the presence of an independent
third party investor favorably from a credit perspective. We believe such an equily interest could also strengthen
the resilience of the Oncor entitles against consolidation with a bankruptey of the non-Cncor entities. The investor
would most likely have board representation at Oncor (the T&D utility, not Oncor HoldCo) which will strengthen our
corporate governance assessments for the ulility. However, a minority investor may not, by itself, mitigate the
increased risks of defaull at Oncor given the potential for contaglon at TCEH and TXU, and therefors, may not
result in a rating upgrade. Nevertheless, thers are no material details beyond management's siated intention to sell
a minority interest in Oncor, so Moody's will re-assess the credit implications based on the facts and circumstances
of tha proposed transaction when it materializes.

CAPITAL STRUCTURE LIMITATION AND DIVIDEND POLICY NEED TO BE MONITORED CAREFULLY

One of the main provisions of the proposed ring fence for Oncor is a limitation on the debt component to the capital
structure, This limitation fracks Oncor's autharized capital structure at §0% debt. Over the recent past, Oncor has
actually had a debt capltalization of between 50% - 58%, and was approximately 55% as of June 2007. TXU plans
o extract 100% of the net income of Oncor in the form of 2 dividend over the near-tarm, uniil such time that the
debt cormponent of the capital structurs reaches 80%. Moody's views a 100% dividend payout ratic negatively from
a oredit perspective, even for lower risk T&D utility. Our concerns with this arrangement are premised on the
flexibility that GAAP raporting provides a management team, and we would be concemed if earnings are bolstered
by non-cash itams, while cash dividends are up-straam out of the company.

Liquidity

Cnear's Speculative Grade Liquidity rating is 8GL-2. The company Is expected lo generate approximately $800
miltion of cash from operations over the next 12 months. Roughly $700 million is expected o ba Invested into the
utility’s infrastructura and rate base and another §300 - $350 million Is expected to up-streamed as a dividend to its
parant, Moady's views the 100% dividend payout ratio as a credit negative, and we observe that Oncor will have
roughly $200 - 3250 million of negative free cash flow after the dividend.

Oncor is expected to have a $2.0 billion secured revolver, At closing, the revolver is expected to have over $1.0
billion drawn, roughly $8060 million of which will be associated with the mandatory early retirement of senior
unsecured notes due in September 2008, as well as the drawings that are currently outstanding. In addition, itis
our understanding that Oncor will be terminating it participation in TXU's accounts receivable program, which
could be an additional $100 milion of usage. Moody's does not view Oncor as having any meaningful sources of
alternate lquidity.

Rating Outlook

The sfable rating outlook reflects the strong business and operaling position of dncm as a rate-ragulated T&D
utility in Texas and its abifity fo generate cash flow cradit melrics of approximately 3.5x interest and mid-io high
teen’s as a ratio of adjusted fotal debt,
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What Could Change tha Rating -~ Up

Ratings are unlikely 10 go up as long as Oncor remains a wholly-owned subsidiaty of TXU and as long as TXU
continuss to axhibit the extremely high teverage and business risk profile that currently exists, In our opinion, the
contagion risks associated with TXU and TCEH are sufficlently high enough to act as a limiting factar for Oncor's
rating, despite iis Invesiment grade fundamentals and proposed ring fencing provisions.

‘What Could Change the Rating - Down

Oneor's ratings could be downgraded ¥ its key financial credit ratios declined. This would include 2 cash flow
interest ratio of less than 3x and a ratio of cash flows to adjusted total debt approaching the low-teen's. These
ratios would include Moody's standard financlal adjustments, In addition, ratings could be lowerad if Oncor's
liquidity profile began to exhibit any siress, which includes the working capital stress of malntaining a sizeabis
receivables position from its affiliate, TCEH. Although we are axplicitedly recognizing the distinet credit
characteristics of Oncor from its affiliate and parent by assigning a Ba1 CFR, ralings could also be downgraded
through the potential for contagion risk associated with any rating downgrades incurred at TCEH and TXU. Finally,
Oincor's ratings couid be lowered if it experienced a mora contentious regulatory snvironment, and we observe that
a full rate case is expected to bea filing in July 2008. If Onoor were to experience soma materially adverss
regulatory decisions that resulied In deterioration to cash flow, 2 issue could arise with respact o TXU's ability to
service its holding company level debt, assuming the amount of up-straam dividends wers also negatively affacted,
Givan TXU's overall risks, we do not see a lot of flexibility to withsland unexpacted svents, sush as a major storm,
and Onoor could be forced to seek emergency rate raliaef If events such as these were to ocour,

Rating Factors

TXU Electric Delivery Company

Select Key Ratios for Global Regulated Electrlc

Utilities

Rating , Aa As A A Baa | Baa| Ba Ba

jLevel of Business Risk {Madiura] Low Madium) Low Mediumj Low Medium] Low
CFO pre-W/C to Interest (x) [1] > >5 3580 ?, 27-50 240 <25 <2

CFO pre-WIC o Debt (%) 1] »30  »22 22.30 12.22 13256 513 <13 <5

CFEQ pre-WIC - Dividends to Dabt (%) {1} »>25  »20 1325 @30 820 310 <10 <3

Total Debt to Book Capitalization (%) <40 <50 40-60 50-70 50-70 60-78 >80 >70

{1] CFO pra-W/C, which is also referred t0 as FFO In the Global Regulated Electric Utllitles Rating Methodology, is
equal to net cash flow from operations less net changes In working capital items

B Conyright 2007, Moody's Tnvestors Service, inc. andlor 18 ICERSOTs nciuding Moody's Assurance Gompany, inc.
{together, "MOODY'S"), All righs reserved.
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MOGDY'S nave sy hability 1o any person or enbity for {8} any Ioss or damage 1 whole or in part causad by, resulbing from, or
rafating to, any arror (neghgent or otherwise) or other crrcumstance or cordmgancy vathin or cutside the control of MOODY'S or
any of 45 duectors, officers, amployeas ar 3gents in conascuion watlt the procursrment, collection, complation, analyss,
Intarpratation, commuacation, pubicahon or delivery of any such mformation, or (b} any dires?, mairect, specil, consequennal,
compansatory or mcidental damages whatsoaver (ndudiing without imtation, lost profits), aven f MUODY'S 8 adwisad 1n
advance of the posstddigy of such damages, resulling from tha use of or inabibty w use, any such information, The nradit ratings
ang ansocial repoacting analysis shservations, if any, consttuling nart of the wfarmation contamed heram are, ond must be
construed solaly as, statemaents of omruen ang not stataments of fact or recommendsions 1o purchasa, seil or hald any
gaeurtes, NO WARRANTY, EXPRESS OR HIPLIED, 48 TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITRESS FOR ANY PARTICULAR PURPOSE CF ANY SUCH RATING QR OTHER OPIMION OR INFORMATION 15 GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANMER WHATSOEVER, Each rating or other opinen must be weighed solely as one factor i any
myastment decision made by or on behall of any user of the information contaned herain, and 2ach such user must accordingly
mal & 48 own study and wvalual on of eachy seouity and of cach issuer 2nd guaramior of, and gach provider of credit supnot for,
aach secunty that i€ ir ay consider purchassg, hokhng o sellmg,

MOOOY'S heraby discloses that most issuers of debi sacuntes (including corporzie and munitipal bonds, debenturag, notes and
consnercal paper ) ana preferred stock rated by MOODY'S bava, powr to assignment of any ratmy, agraed to pay to MCUDY'S for
apprasal and rabing gereces reandared by o fes ranging from 51,300 (o appro.amacaly $2,400,000. Moody's Corporation (MCD)
and g whatly-ownet cred rating agency subidiary, Moody's Investars Servics (147531, alsc mantiun policias and procedures 1o
addrass the wdependence of MIS's ratings and rating processes, Infooation regarding certam affifiations that may exist

DKT 46228 STAFF RF1 Set 1 QN 1-1 [ONCOR] VOL 224

0000828



bstween duectors of MUG and rated sotilies, and betwaen entifies who hold ratings from MIS ang have alse publcly reported to
the SEC an gwnership miarest m MLO of micra than %, i posted annually on Moody's wabsiie at www.mondys.com undss the
haading "Shassholder Relations - Corporate Governance - Diractor and Sharehoider Affilation Policy.”
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Profile

Delivery is an indirect wholly owned
subsidiary of TXU and is engaged in the
transmission and distribution of electricity in
Texas. ’

Rolated Research

»  TXU Corp, and TXU U.S. Holdings Co.,
Credit Analysis, Jan. 5, 2007,

®  TXU Energy Co. LLC, Credit Analysis,
Feb. 1, 2007.

Key Crodit Strengths
. Moderately low-risk business profile.
»  Stable cash flows and earnings from
regulated utility operations.
s No commodity price risk.

Key Credit Concerns
»  Concentrated counterparty exposure,
»  High parent company debt levels.

February 1, 2007

¥ Rating Rationale

The ratings take into consideration TXU Electric Dahvcry Company’s
{Delivery) strong and stable earnings and cash flow as well as
relatively low business risk as a transmission and distribution utility
with no commodity price risk and rate certainty through mid-2009.
Current ratings rccognize the reduction in leverage following the
company’s use of approximately 50% of the proceeds of stranded asset
securitizations to pay down first-morigage debt. Fitch excludes the
securitization bonds in its calculation of Delivery's debt, as the
securitization bonds are nonrecourse to the utility and will be repaid
from the procesds of a nonbypassable transition charge applicable to
all customers. The company also henefits from ample liquidity, which
is obtained from $3.6 biilion in bank facility capacity that is shared
with its affiliate, TXU Energy Co. LLC (TXU Energy, ‘BBEB’ issuer
default rating by Fitch gatings).

The concentration of customer receivables is a primary rating concern,
Delivery’s customers are not the end-users of the electricity, as is the
case of distribution companies in other states, but rather, it is paid by
the retail electric providers (REPs) that sell power directly to end-
users. Affiliate TXU Energy is Delivery’s largest customer, accounting
for approximately 47% of revenues. The second-largest REP customer
is Reliant Energy Inc. (senior unsecured rated ‘B’ by Fitch).

® Recent Developments

On Dec 18, 2006, the Public Utility Commission of Texas FUCT)
issued its biennial report of the status of competition in the Texas
eleclric market, In the report, the PUCT recommended a number of
legislative actions, the most notable of -which would require
distribution companies to discontinue. their affiliation with REPs. If
legislators enact a law of this nature, TXU Corp. (TXU) will be forced
to'sell or spin off Delivery. It should be noted that TXU has been
considering a strategic scparation of Delivery for’some time. The
ratings implications for Delivery’s outstanding debt will depend on
Fitch's review of definitive terms and conditions of the asset disposal
as well as the credit profile of any new owner,

In January 2006, the company reached an agreement with the steeting
committee of municipalities within Delivery’s service temitory to defer
the systemwide rate relicf filing t0 no later than Fune 30, 2008. As part
of this agreement, the company agreed to make various payments to
the cities, including beneficial use payments and increased franchise
fes payments. Based on the final agreements and the participation of
the nonlitigant cities, expected payments to the cities are estimated to
total $70 million over the period January 2006 through mid-2009.
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Delivery filed for an interim increase in its wholesale
transmission rate of $19 million in February 2006,
The PUCT approved the request on April 28, 2006,
and the increase immediately went into effect.
Additionally, Delivery is permitted twice every year
o request a change in its retail transmission cost-
recovery factor (TCRF) component of its delivery
charges o the REP. In July 2006, the company
requested a $24 million increase in the TCRF that
went into effect on Sept. 1, 2006, However, the actual
rise in net cash proceeds was only 317 million, as
$7 million of the TCRF relates to the pass-through of
intercompany  revenues  included  in the
aforementionsd §19 million wholesale transmission
rate increase,

In 2005, the Texas Legislature passed legislation that
permits  utilities to imposs a monthly billing
surcharge on customer bifls to recover costs related to
the installation of advanced metering systems. The
company expects to install 370,000 automated meters
by the end of 2006 at a cost of $70 million, The
company espects to initiate an associated surcharge
request filing in the near future.

% Liguidity and Debt Structure

In 2005, TXU refinanced its major bank facilities. TXU,
the parent, does not have any external short-term
financing facilities. However, Delivery and TXU
Encrgy are party to four revelving credit facilities
with aggregate limits of $4.5 billion and matunities
ranging from 2008-2010. TXU Energy can borrow
without limitation, but Delivery can only botrow up
to $3.6 billion. Each is severally liable for their
sespective obligations, Delivery had $615 million in
commercial paper outstanding as of Sept. 30, 2006,
and its availability to botrow was reduced by that
amount. Additionally, TXU Energy had $360 miilion
in commercial paper outstanding as of Sept. 30, 2006,
TXU Energy also reduced its availability under the
iines by an additional $1.236 billion for the issuance
of letters of credit and dirsct borrowings. As
previously described, $500 million in letters of credit
have now been released due to utilizing the lien on
the Big Brown generating facility. In addition to the
joint facilities with Delivery, TXU Energy is the sole

party to bilateral bank lines of 3$1.5 billion and
$50C million, terminating May 2007 and December
2009, respectively. The 51.5 billion line is not drawn
and is available to be utilized, TXU Energy has fully
utilized the $500 million line with issuances of letters
of credit and borrowings.

TXU's cash menagement includes a money pool in
which funds are swept on a daily basis from all
subsidiaries and lent to entities needing shortvterm
funding. Delivery can berrow from the pool but
cannot lend into the pool. As of Sept, 30, 2006,
Delivery was a reciplent of $35 million in
intercompany advances.

Delivery’s ratio of debi-to-EBITDA declined to
3.0 times (x) at the end of 2005 from 4.0x at the end
of 2003 as a result of paying down approximately
3500 million in recourse debt with a portion of the
proceads of a $1.1 billion stranded asset
securitization issued in 2003 and 2004. In addition,
EBITDA improved in 2005 and 2004 by 11.3% and
3.4%, respectively, due to increased electric usage in
the region and rate relief for transmission capital
expenditures.

The ratio of debt-tc-EBITDA increased to 3.4x for
the 12 months ended Sept. 30, 2006, due to a rise in
overall debt levels of approximately $3500 million to
$3.6 billion from $3.1 billion at Dec 31, 20085,
However, the ratio remains appropriate for the ratings
category and business risk. Recent borrowings were
in part used to finance the company’s capital
expenditure requirements for the 12 months ended
Sept. 30, 2006, of 3855 million and resumption of the
payment of a common dividend to the parsnt of
3170 million in 2006. Delivery did not pay any
dividends to the parent in 2005 and paid only a
special dividend of $450 million in 2004 with a
portion of the proceeds of the securitization. Fitch's
ratings and Stable Rating Outlock anticipate that
parent dividend payments will be managed in a
manner that maintains the existing capital structure,
Delivery’s recourse debt maturities over the next five
years only include a2 3200 million issuance due
September 2007,

TXU Electric Delivery Company
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Financial Summary — TXU Electric Delivery Company

{8 ML, Fissal Years Ended Dec, 31)
i

LT™M
8/30/086 ., 2008 2004 2003 2002

Fundamental Ratios {x)
Funds from Qperationsfinterest Expense 3.9 4.1 38 3.3 238
Cash from Operations/interast Expense 3.8 4.5 37 32 1.9
DabyFunds from Operations 5.5 4.8 4.8 58 9.3
COperating EBIT/inlerest Expense 3.0 a1 2.5 2.1 2.1
Qperating EBITDA/Intarest Expense 48 4.8 s 3 3.1
DebyOperating EBITDA 3.4 a0 34 4.1 8.3
Comman Dividend Payout (%) 770 0.0 0.0 0.0 0.0
internal Cash/Capitai Expenditures (%) 45.0 106.2 107.3 118.8 45.4
Capital Expendilures/Depraclation {3%) 224.8 206.8 175.9 186.4 194.3
Profitability
Revenues 2,302 2.248 C 2,137 2,073 1,954
Net Revanuas 2,302 2,248 2,137 2,073 ;1,994
Q&M Expense 833, 813 818 788 reo 782
Cperating EBITDA 1,070 | 1.048 942 911 841
Depreciation and Amoriization Exponse 380 356 344 291 264
Operaling EBIT 689 692 601 820 577
Intarast Expanse 230 220 242 296 270
Net income for Common 331 361 273 258 122
0OA8M % of Net Revanues ' 36.2 362 38.1 ars 38.2
Operating EBIT % of Nal Revenues 300 30.8 2B.1 299 28.9
Cash Flow
Cash Flow from Operations 839 774 644 644 233
Change in Working Capltal {25) 87 {26) (28} {248)

Funds fram Operations 6564 881 870 §72 479
Dividends (258} 0 o 0 0
Capiial Expenditures {856} {733} {800} {543) {513}
Fres Cash Flow (471} 45 44 101 {280}
Nat Other Investmant Cash Flow {19) & (50 (38) {42}
Net Changs in Deht 354 {171} 183 (211} 621
Nat Change in Equily [ o (450} {50} {150}
Capital Structure
Short-Term Debt . 845 ‘ 167 2485 268 379
Long-Term Debt 2,687 2,340 2,841 3,483 4,080

Totat Dabt 3.642 3,907 3,185 3751 4,458
Preferred and Minority Equity [y 4] 4] 0 g
Common Equity * 2,899 2838 2,687 2,856 2,648

Tolal Capital 8,841 5,042 5873 6.607 7,108
Total DetiTotal Capltal (%) §54.8 &81.4 54.3 56.8 82.7
Preferrad and Minority Equity/Total Capllal (%) 4.0 0.0 00 0.0 4.0
Comman Equily/Total Capital (%) 452 48.8 5.7 43.2 373

LM - Latest 12 months, Opsrating EBIY - Operaling income bafom nonrecurring Rems, Cperating EBITDA ~ Oparating incoma before norvecuning
itams plus depreclation and amodizaton axp O&M - Operations and maintenance. Nate: Numbers may rtot add due to rounaing ani! are adiusied
for interast and principsl paymanis on iransilion proparty secyritization certficates. Long-erm delt Inchudas rust prefored sacurdties. Source: Financlal

data obtalned from SNL Energy information Sysiem, provided under eenss by SNL Financlal, LC of Charotiesville, Va,

Copyngi € 2007 by Flick, iz, Flich Rutingy Lid, and j subsidiaries, One Suate Street Plaza, NY, NY (0004,

Telophona, 1-800-783-4824, (212) 3080500, Fax: (212) 4809435, Reproducyion of yeveansmisuon m whole of m pant is pmhi!siﬁ:d mespt by pemission. Al righte reserved, Al of the
Information cantainad hersin bas been obwined from snurces whith Flich Selieves am mifable, bul Fitch dots oot verfy the wuth o avouracy of the infermation, The infaumation in this repan is

provided "as is" Withiul anry represeatatign o waszanty of any kind. A Fhch rating is an apinion as 1o the credinverthiness of » security, not a recomeendation 1o buy, Sell or old any seeurity.
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TXU Electric Delivery Co

Publication date:
Primary Cradit Analyst:

20-Jan-2006
Tobias Hsieh, New York (1) 212-438-20283;
toby _hsieh@standardandpoors.com

Corporate Credit Rating

Business risk profile
1[E]s45678910
Financial risk profile:

BBB-/Stable/NR

H

-

Moderate (consclidated financial risk profile of parent TXU Corp.)

Debt maturities:

Below excludes securitization dabt.

2008: none
2007: $800 million
2008: none
Collateralization:

[

No secured debt outstanding. in October 20085, the company invoked the fa!l~awéy provision of its senior
secured notes and, as a result, these senior secured notes have become unsecured abligations of the

company.
Total rated debt:

As of Sept. 30, 2005, the company has $13.1 billion of debt, including $1.197 billion of securitization

bonds,
Qutstanding Rating(s)
TXU Electric Delivery Co
8r unsecd debt
Local currency
Sr secd debt
Local currency
TXU Corp.
Corporate Credit Rating
Sr unsecd debt
Local currency
TXU Energy Co. LLC
Corporate Credit Rating
Sr unsecd debt
Local currency
TXU U.S. Holdings Co
Corporate Credit Rating
Sr unsecd debt
Local currency
Sub debt
Local currency

-  Pfdstk
Local currency

\

Corporate Credit Rating History

Jan. 10, 2002
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May 8, 2002 BBEB+/A-2
Oct. 14, 2002 BBE/A-2
May 2, 2003 BBB/NR
June 14, 2005 BBB-NR

Major Rating Factors

Strengths:
+ Fully reguiated transmission and distribution business,
« No ensrgy procurement obligations, and
» Growing customer base.

Weaknesses:
» Mixed quality of the regulatory environment in Texas, and
« High level of capital expenditure.

Rationale

TXU Eiectric Delivery Co. Is rated un a consclidated basis with parent TXU Corp. and its other
subsidiaries. The rating on consolidated TXU Is weighted down by the company's evolving and unproven
growth plans and a somewhat aggrassive financial policy. The existing business, however, is performing
wetl with a highly profitable generation and marketing operation and a lower-risk fransmission and
distribution {T&D) cperation.

Dallas, Texas-based TXU had $11.2 billlon of debt (excluding securitization debt) as of Sept. 30, 2005.

TXU Delivery provides T&D servicas to municipalities, electric cooperatives, and retail electric providers
and does not serve or bill end-users directly, TXU Delivery is regulated by the Public Utility Commission of
Texas (PUCT). When the PUCT was formed in 1975, many of the cities (204 out of 400) served by TXU
Delivery retained their original regulatory jurisdiction, but the PUCT has the exclusive appeilate jurisdiction
over them. To maintain consistency across all cities served, almosi all issues raised by the cities with
original jurisdiction are appealed by TXU and processed simultaneously with the PUCT,

As a stand-alone entily, the electricity dellvery business has a '2’ (excelient) business risk profile.
{Business profiles are categorized from "1’ {excellent) to 10’ (vulnerabls)). This business risk profile is
lower than most other electric T&D operations because it has an expanding customer base and no enargy
procurament obligations to its customers, and therefore does not have commodity-related disallowsncs
risk.

The regulatory environment in Texas, however, has a mixed quality. In its last rate casa, which occurrad in
2000, TXU was granted an ROE of 11.25% and a 60%/40% dabt to equity capital structure. The company
is not required to file periodic rate cases and its ¥ransmission infrastructure investments are rolled into the
rate base on a yearly basis. On the downside, the company has to contend with issues raised by cities
with original jurisdiction,

The stand-alone financial profile of TXU Delivery is strong. For 2004, the company recorded an adjusted
funds from operations (FFO] to interest coverage of 3.8x and an adjusted FFO to total debt of 18.8%. For
the rolling 12-month period ending Sept. 30, 20085, the adjusted FFO jo interest coverage was 4.6x, while
the adjusted FFO o total debt was 24%. However, the company has generated a relatively small amount
of cash flow after capital expenditures (392 million in 2004 and $23 million of rolling 12-month ending Sept.
30, 2008) because of heavy capital spending un reliability improvements.

Short-term rating factors

TXU Delivery's short-term rating factors reflect that of consolidated TXU Corp.
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Based on the existing set of business operations, consolidated TXU's liquidity position is very strong and
its short-term outlook is very stable. However, the current conditions may not hold, as management is very
active In exploring and pursuing growth opportunities. The company has expenenced a drastic
transformation over the past two years, and it would not ba surprising if further changes taks place as the
company fallows through on its vision of growth.

TXU's strong liquidity position is based on the company having $3.5 billion in avallable cradit lines as of
Sept 30, 2005, while the most significant potential liquidity dernand from its current business operations
arisa from the need to post collateral in the event of a ratings downgrade, which can be several hundred
million dollars. The most damaging event from a operational perspective would be a nuclear plant outage.
Assuming both nuclear generating units experienced an outage, Standard & Poor’s estimates that the

negative effect on gross margins {o be about 34 million per day based on a gas price of $10 per million
Biu,

TXU has generated $2.1 billion of cash flow from gperating aéti\’dties through three quarters of 2005,
significantly more than the amount expended on capital expenditures ($792 million) and dividends ($408

million). Due to the current high gas price enwronment TXU is expected to generate significantly more
cash flow in 20086.

 Outlook

The outlook for TXU Delivery reflects that of consolidated TXU, which is stable, TXU's rating may be :
reevaluated if ks growth initiatives materially weaken consofidated TXU's business risk profile or if its debt
level rises above $12.5 billior. On the other hand, a more debt-friendly financlal policy and a more maturs
growth model could form the basis for upgrades. A reevaluation does not mean a change in the rating
would definitely oceur,

The debt level for consolidated TXU is calculated based on the sum of short-term debt and long-term debt

on the balance sheet, excluding securitization debt and imputed debt associated with leases and the sale
of receivables. 1

‘
)

Accounting
To more accurately measure TXU Corp.'s total debt burden, Standard & Poor's removes the $1.197 billion

of securitized debt, which is serviced by compelitive transition charges and imputes about $700 million of
debt for the sale of receivables.

Table 1
TXU Electric Delivery Co, -~ Peer Comparison

" ~Average of past three fiscal years-

TXU Electric Dalivery Co.  Balimore Gas & Eleciric Co.  Consolidaled Edisan inc. .

Rating BEB-/Slablp/- BBB+/Walch PosiA-2 AfStabla/A-1

(il §}
Sales 2,102.3 2,638.9 8,355.6
Not income from cont. oper, 252.7 187.5 580.7
Funds from oper. (FEQ) 668.1 410.8 1,380.8
Capital expenditures 547.7 2801 1,401.0
Cash and equivalents 1073 8.8 84.3
Total debt 3,B80.8 1,706.5 70514
Prafarrad stoek N 0.5 190.0 2128
Common éguily 27307 1,508 8,466.0
Taolal capital 5,581.2 34208 13,780.3

Ratios
Adj. EBIT interest coveraga {x} 2.4 2.8 2.8
Adj, FFQ Interest covaraga (x) 3.4 3.8 37
Adj. FFO/favg. tolal dabt (%) 17.1 18.8 188
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Nat cash flow/capital expenditures (%) 1214 92.7 &87.0
Adi ot debvcaplial (%) 584 66,1 53.8
Raturn on common squity (%) 9.1 6.8 8%
Common dividend payout {%) P 48,1 78.3
Table 2

TXU Electric Delivery Co. - Financial Summary
~Last 12 months through Septembar 2005

Rating history BEE-/Stable/- BBB/Mogativa/- BEBNegative/~ BBB/MNegalive/A-2 N.R.
2005 2004 2003 2002 2001
{Mit. &)
Sales 2,368.0 2.228.0 20870 1,984.0 23140
Nat income from cont. oper. 3380 2550 258.0 246.0 2280
Funds from oper. {FFO) 7784 3681 855.3 8840 4880
Capital expanditurss 7520 850.0 8280 S08.0 8284
Cash and squivalents 20 2.0 248.0 778 350
Total debt 33,2010 3.308.2 3.817.8 44530 37600
Praferrad stock o0 0.0 00 0.0 Q.0
Cormmon aquity 3,020.0 2.687.0 2,858.0 28430 27018
Total capital 8,221.0 50822 86,6738 7.108.0 64810
Ratlos
Adl. EBIT interest covarags (x} 32 2.5 23 2.3 2.2
Adl. FFO inferest coverage {(x) 48 38 3.4 34 28
Adj. FFO/avg. total dabt (%) 24.0 10.9 15.8 14.8 28.5
Adi. net cash flowlcapital expenditures (%) 1014 108.2 122.5 1348 - 79.5
Adj, tatal debicagpital (%) 515 55.2 87.2 g2.7 582
Relum on common vquity (%) 118 9.2 9.1 8.0 82
N.R, - Not rated,

Analylic services provided by Standard & Poor's Ratings Services {Ratings Services) are the result of separate activities
designed to preserve the independence and objectivity of ratings opinions, The credit ralings and observations contalned herein
are solsty statements of opinion and not stalements of fact or recommendations to purchase, hold, or sell any securities or make
any other iInvestment decisions. Accordingly, any user of the information contalned hereln should not rely on any credit rating or
ather opinion contained herein in making any investment decislon. Ratings are based on information recelved by Ratings
Services, Other divislons of Standard & Poor's may have information that s not avaliable 1o Ratings Services, Standard & Poor's

has astablished policies and procedires 10 maintain the cordidentiality of non-public information received during the ratings
pProcess.

Ratings Services receives compensation for Its ratings. Such compensation Is normally paid either by the issuers of such
securilies or third parties participating In marketing the securilies. While Standard & Foor's reserves the right to disseminate the
rating, it receives no paymeni for doing s, except for subscriptions o iis publications. Additional Information about our ratings
fees is available at www.standardandpoors.comiusratingsfees.

Copytight © 1984-2008 Standard & Paar's, a division of The McGraw-Hil Companiss.
Al Rights Resarved. Privacy Notice
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Compunips

)

%2708 MeGraw-Hill
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RESEARCH

Summary:

TXU Electric Delivery Co

Publication data: 28-Sep-2008

Primary Credit Analyst: Terry A Pratt, New York {1) 212-438-2080;

terry_pratt@standardandpoors.com

Credit Rating: BBB-/Negative/NR
Rationale

The rating on TXU Electric Delivery Co. reflects the consolidated creditworthiness of TXU Corp. and its
subsidiaries, primarily regulated TXU Electric Delivery Co. and unvegulated TXU Energy Co. LLC. TXU
Electric Delivery, which provides about 25% of funds from oparations (FFO) — although about half of this
comes from TXU Energy ~ has a business profile score of '2’, reflecting its regulated, lower-risk, and
growing fransmission and distribution operations in the Taxas markat, TXU Energy, which provides roughly
80% of operating income, has a business profile score of '8 (utility business profiles are ranked from
1 (excellent) to "0 {vuinerable)) due to its exposure to competitive eleciricity markets in Texas, a risk that
is partially offset by the unit's large amount of low-cost base load coal and nuclear power plants, as well as
by customer stickiness in its traditional service markets.

Dallas, Texas-based TXU owns about 8,200 MW of nuclear and coal-fired generation capacity, along with
about 10,200 MW of gas-fired capacity, and serves about 2.3 million customers in Texas. As of June 30,
2008, TXU had about $13.9 billion in adjusted debt (which Included $1.4 billion of imputed off-balance-
sheet debt).

TXU Electric Delivery cash flows should continue to show modest growth foliowing a setilement with
certain cities to forgo a full rate filing until June 2008 at the earliest, in sxchange for TXU Electric Delivery’s
making about $70 million in total payments to those cities. Until that time, the company will continue

operating under its year 2000 filing, which provides an ROE of 11.25% and a 60%/40% dabt to equity
capital struciure,

The 10-year agreement to have InfrastruX Energy Services {o perform construction, power restoration, and
maintsnance service over 10 years has the potential to erode operational performance and cradit if this
joint venturs between the InfrastruX Group (80%) and TXU (80%) does not perform well. Performance risk
is partially mitigated by TXU's joint ownership of the joint venture and its provision of about 2,000 current
TXU Electric Delivery personns! to the venture. TXU Electric Delivery is exposed to costs ifit wishes lo
gnd services agreements before term. The joint venture is expected to be fully operational by the end of
the year, but the Public Utility Commission of Texas (PUCT) is reviewing a petition against the agreement
filed with the PUCT by parties associated with some union labor at the company. The InfrastruX Group
was formed it 2000 by Puget Energy Inc. and sold to Tensaka Power Fund in June 20086. it has grown

through acquisitions, and currently has more than 3,000 employees and annual revenues approaching
$400 million,

TXU continues to develop through TXU Generation Development Co. LLC (TKU DevCo) iis project to build
11 new coal-fired plants totaling 9,079 MW by year-end 2010. TXU DevCo will ikely be establishedon s
nonrecourse, project finance basis, but Standard & Poor's Ratings Services may transfer some of DevCo's
debt onto TXU's balance sheet to reflect a potential for TXU financial support. TAU is exposed to large
cancelation fees for boilers and generators it has agreed to purchase for DevCo, despite not having

received permits for any of the plants, and has femporarily assigned its Big Brown assets as collateral for
DavCo's hedging program.
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The continuing decline in retail customers at TXU Energy places downward pressure on the rating. For the
vear ended Juns 30, 2008, retail customers declined by 6%, a trend that could persist in the competitive
environment, TXU estimates that its share of the Electric Reliabiiity Council of Texas residential market
has declined {o about 38% at midyear 2006, compared with about 42% at midyear 2005. Resulting cash
flow losses are currently mitigated by the favorable margins gained from low-cost base [cad units in a
period of strong market prices caused by high gas prices, but If gas prices fall sharply, the decline in cash
flow couid further pressure the rating. The price-to-beat market structure will end in January 2007, unless
extended by the Texas Public Utllity Commission.

Consdlidated financial performance is adequate for the rating. For'the year ended June 30, 2008, adjusted
FFO to interest coverage was 5.1x and adjusted FFO to average total debt was 27.4%. However, leverage
remains high compared with that of peers, as measured by an average total debt to total capital ratio of
about 96%.

At TXU Electric Delivery for the year ended Juns 30, 20086, adjusted FFO to interest coverage was 4.1x
and FFO to average total debt was about 21%. The figures are down slightly from year 2005 performance.

Liquidity

TXU's liquidity is adequate for the ratings. As of June 30, 2008, consolidated cash {and equivalents) was
$72 million and liquidity facllity capacity was $3.8 billion, net of outstanding LOCs and borrowings. After
factdring in backing for commercial paper, which has risen to about $1.3 billion due fo debt maturity
funding and additional collateral posting for hedging operations, available liquidity was about $2.5 billion.
TXU has since released $500 million of its cutstanding LOCs as a result of using its Big Brown plant
assets as collateral for certain commadity hedges.

Exposure to additional liquidity needs exists in the event of rating downgrades and outages at major coal
and nuclear plants. Enharnicing current liquidity is operating cash flow of $1.9 billion for the first half of
2006, which is well above capital expenditures of $825 million and distributions of $384 million. Cash flow
generation should remain robust in the short term, given high natural gas prices.

Outlook : : :

The negative outlook reflects the potential for increased risk to the consolidated TXU rating that couid
resuit from TXU's development of the TXU DevCo coal plant project. This potential arises from a number
of factors, Most important, the possibility exists that we would attribute some of TXU DeévCo's debt to
TXU's balance sheet to reflect potential TXU financial support for TXU DevCo, even though the new
investment wilf ikely be structured on a nonrecourse basis. We have not yst determined whether to impute
such debt or the amounts that might be involved, but we would factor TXU DevCo's cash flow to TXU into
the financial assessment. :

in addition, TXU is exposed to cancellation fees related to its purchase of generators and boilers on behalf
of TXU, which could occur if TXU cannot sgcure plant permits. Finally, there Is always the possibility that
TXU DevCo construction costs could rise, and that TXU may increase its exposure to TXU DevCo to
mitigate this risk given the potential value of the investmant. TXU is developing engineering, procurement,
and construction contracts with creditworthy contractors to mitigate this risk, but final terms for most of the
construction activity are uncertain,

Analytic services provided by Standard & Poor’s Ratings Services {Ratings Services) are the result of separate activities
dasigned to preserve the independence and objectivity of ratings opinions. The credit ratings and observalions contzined hergin
are solaly statements of opinion and not statements of fact or recommendalions to purchase, hold, or sell any securities or maka
any other investment declsions. Accordingly, any user of the information contained herein should not rely on any credit rating or
ather apinion contained harein In making any investrent decislon. Ralings are based on information received by Ratings
Services. Other divisions of Siandard & Poor's may have information that is not available to Ratings Services, Standard & Poor's
has established policies and procadures to rainiain the confidentiality of non-public information received during the ratings
process.

Ratings Services raceives compensation for its ratings. Such compensation ls normally pald either by the Issuers of such
securities or third parlies parlicipaling In marketing the securities, While Standard & Poor's reserves the right io disseminate the
rating, it receives no payment for doing so, except for subscriptions to its publications. Additional information about our ratings

-
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Ratings

Category Moody's Rating
Cutiock Stable
issuer Rating Baa2
Senior Unsecured Baa2
Bkd Praferred Stock B8a2
Commercial Paper P2
Uit Parent: TXU Corp.

Oullock Stzble
Senior Unsecured Bai
Jr Subordinate Shelf {PBa2
Prefergnce Shelf (P)Ba3
Parent: TXU US Holdings Company

Qullook Siable
Issuer Ratling Baal
Contacts

Analyst Phone
James Hampstead/New York 1.212.563,16583

Laura Schumacher/New York
Daniel Gates/New York

Key Indicators

TXU Electric Delivery Company
LTM2Q 06 2005 2004 2003

{CFO Pre-WIC + Interest) / Interest Expanse [1] 4.3x 4.5% 3.7x 3.3x
{CFO Pre-WIC) / Debt [1] 18.8% 224% 17.3% 15.9%
{CFO Pre-WIC - Dividends) / Debt [1] 154% 221% 17.3% 15.9%
Debt / Book Caphalization 52.2% 49.8% 51.6% 50.3%
ROE (NPATBU! / Avg, Equity} [2] 116% 128% 8.2% 9.4%
Dividends as a % of NPATBUI 2] 50% 0% t85%  118%

(1] CFO pre-WI/C, which Is also referred to as FFQO in the Global Regulated Electric Utilitles Rating Methodology, is

squal o net cash flow from operations less net changes in working capital items [2] NPATBUL is Net Profit After-iax
Befor Unusual ltems

Note: For definitions of Moody's most commaon ratio lerms please see the sccompanying User's Guide.

Opinion

Company Profile

TXU Electric Delivary Company {TXU Delivery Baa2 senior unsecured / stable outlaok) is 3 wholly-owned
subsidiary of TXU Corp. (TXU Batl senlor unsecurad / stable autiook). TXU Delivery is a rate-regulated electrie
transmission and distribution {T&D) utility serving the greater Dallas-Forth Worth, Texas region. The company is
requlated by the Public Utllity Commission of Texas (PUCT) and is headquartered in Dallas, Texas.

Rating Rationale
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TXU Delivery's Baa2 senior unsecured rating reflects our assessment of the company’s business and operating
risk profile, s financial conditlon, iiquidity position and strategic gxpectations over the langer-term horizon.

From a credit perspective, Moody's views TXU Delivery’s business and cperating risk profile positively. The
company is fully requlated by the PUCT, which wa view as being reasonably supportive to credit. As noted in our
Rating Methodology for Global Regulated Electric Utifities (the "Rating Methadology™), published in March 2005,
Texas is scored as an SRE-3 {on a scale of 1 through 4), which reflects our assessment for the supportivenass of
the regulatory environment. In our opinion, TXU Dellvery maintains a constructive refationship with the PUCT, and
we curranily do not incorporate any materlally advarse regulatory matters over the near o intermediale term Inte
our rating or rating outicok.

As a rate-regulated T&D company, TXU Delivery generates its ravenues through & rate setting mechanism
authorized by the PUCT. These ravenues, in general, tend {o ba more stable and predictable than non-regulsted
businesses, and ara viewed posltively from a credit perspective. TXU Delivery has, on average, generated
approximately $2.1 billlon In revenues, approximately $300 million In earnings and roughly $700 million in cash
flows over the past faw ysars. Moody's observes that affillale revenues as a percentage of total revenues have
declined from roughly 70% in 2003 {o approximately 55% in 2005, Prospectively, Moody's sxpects these financial
figures to remain relatively flat, with only madest growth opporiunities being generated through rate base
investment.

TXU Delivery's key financial credit metrics are viewed positively from a credit perspective in refation to its Baa2-
raling category. The company has produced, on average, a ratio of funds from operations (FFO) to adjustad total
debt of approximately 16.5% over the past 4-years, This ratio has been steadily improving over the past few years,
and Is expected to remain in the mid-teen's over the intermediaie term. The ratio of FFO to interest expense has
averaged approximately 3.5x over the past 4-years, and is expecied o remaln within a range between 3.5x - 4.0x
over the intermediate term. These ratios are well within the rangss we view'as appropriate for the Baa2.rated T&D
utilities, as well as on a comparable basis to'other Texas-based TAD utlities {such as AEP Texas North (Baat
senior unsecured / stable outicok), AEP Texas Central (Baa2 senior unsecured / stable outlook), CenterPoint
Energy Houston Electric (Baal Long Term Issusr / stable outlook) and Texas-Mew Mexico Power Company (Baa3
senjor unsecured / stable outiock).

TXU Delivery's liquidity posilion appears sufficient. Masdy's estimates that the company has approximately $1.9
billion of net available liquidity as of June 20086. However, we note that TXU Delivery shares s credit facilities with
its mora risky, non-raguiated affiliate, TXU Energy Company LLC (BaaZ senior unsecured / stable outicok). The
shared credit facilitles are viewed as a modes! canstraint to the rating for TXU Delivery.

From a longerterm strategic perspaclive, Moody's notes Jhe comorate reorganization that occurred in December
2008, when TXU Delivery was moved from a subsidiary of an intermediats holding company, TXU US Holdings
{Baad senior unsecured / stable outiook) to a direct, wholly-owned subsidiary of TXU Corp, Moody's also notes the
public cornments of management with respect to investigating potential divestiture opportunities for TXU Delivery. .
From a strategic perspective, while we do not see a compeliing rationale for TXU to maintain ownership of a
regulated T&D business over the long-term, we are also not incorporating any event risk that the utility will be
divested over tha near-term into our rating and rating outlook at this time. -

Rating Outlook

The stable rafing sutiook for TXU Delivery reflects aur view that the company will continue to produce relatively
stable eamings and cash flows over the near and intermediate term. These earnings and cash flows should
produce ratlos of FFO lo adjusted total debt in the mid-teen's and FFO to interest coverage ratios of approximately
3.6x on 2 susiainable basis.

What Couid Change the Rating - Up

The ratings for TXU Dallvery could be upgraded with s sustained improvement to the key credit ratios, including
FFO to adjusied tolal debt in the high-teen's and FFO intersst coverage ratios near 4.0x.

What Could Change the Rating - Down

The ratings for TAU Delivery could be downgraded if the key financial ratios were to deteriorate, including FFO to
adjusted total debt in the low teen's and FFQ interest coverage near 3.0x. In addition, the ratings for TXU Delivery
could be negatively impactad if the company's affiliate, TXU Energy, were {o experiance a significantly negative
development that causes a liquidity situatian for TXU Delivery or if a development accurred that led to 2 significant
rating downgrade of the parent, TXU Corp. However, Moody's does not incorporate a view that such a
development will transpire over the near-term, but we acknowledge the higher risk profile, the commodity-related
volatility and substantial hedging program associated with TXU Energy and the potential construction and
commercial exacution nsks assaciated with TXU Corp's new coal-fired generation build-out plans.

"

® Copyright 20086, Mood fs Investors Service, Inc. andfor its licensors snc!udmg Moendy s Assurance Company, Inc.
DKT 46238 STAFF RFI Sst 1 QN 1-1 [ONCORI VOL ' 237
_0000845



{together, "MGODY'S"). All rights reserved.

ALL INFORMATION CONTAINED HEREIN 15 PROTECTED 8Y COPYRIGHT LAW AND NONE OF SLOM INFORMA TON May BE
COPIED Of CTHERWISE RECROOUCED, REPACKAGED, FURTHER TRAMSMITTED, TRANSPERRED, CISSEMINATED,
CELISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, 11 WHOLE OR Ik PaRT, [N ANY
FORM OF MANNER DR 8Y ALY MEANS WHATSQOEVER, BY ANY PERSON &/ITHOUT MOODY'E PRIOR WRITTEN CONSENT, All
wrarmaron contamed harem g gbtained oy MOQEY'S from sources belisved by & to be arcurate and rehiante, Because of the
gogsinlity of human or meananical grror af wall a8 otber faciors, however, such m{armation i orovided “as 18" without warranty
of 27y Kind ang MOQDY'S, i porttcalar, mahas no reptesentation oo varranty, awesss o7 imphed, 338 1o the accuracy, t mahcass
compliateness, marchantabdily or fitness Ior any partcudsr purpese of any such mformat on, Ungar 00 Qrodimstances shalt
MOGDY'S have sy habdity 10 any REraon or Intey far {3 any loss o damage w whale or in gard cadsed by, rasuiting from, o
ralating to, any errar (neghgent or olhervisal or sthar Groumstance of contmgancy swithin or outsids the control of MOODY'S or
a0y 9F W Gractors, ofiicers, empoyads OF SEINs w connedtion witn the procuramant, collacton, compidat-on, analysis,
mtarpretation, communication, pudlicaton or nehnery of any such information, ¢ {b) any direct, mdirect, spec of, consegoant ai,
compansatory or sicsdental damagas whatsoevar (ichuding vithout imutabion, st profits), even f MOODY'S is advised in
avancs of the possbiity of such damanas, resulung from ihe use of or matility 10 use, Bay such wiormation, The cradd rat nos
arg financal reportmg analyss oaservations, f any, (ensptunng part of the wfymaton contemed terea arg, and must be
canstruad sobaly as, staterments of apwuop and not statements of fact or retonunendansas to purchase sell or nid amy
sguurlties. NO WARRANTY, EXCREES OR IMPLIED, AS TO THE ALTURACY, FIMELIMNESS, COMPLETENESS, MERCHAMTABILITY OR
FITNESS FOR aMy PARTICULAR FURRGHE OF ANY Sinlrt RATING OR OTHER OPINION OR INFORMATION 18 GIVEN OF MADE By
PMOODRYS TN ANY FORM OR MAMNER WHATSOEVER, Each ratng oc othier opsedon mwust be vaaighed solaly an ong fagor a any
tivestment decisdn inade by o on Behall of ary vear of the wformal on fortaned harals, 3na 8300 Suth uger st accordingly
miykad s oan study and evaluat on of 2ach wecuny and of caCh ssuer and guarantor of, and eacth provider ot trsdit supphet for,
sach secuaty Mal it may congder purchasmg, hotdng or sellng,

MOGINE hersby discieses that aostssuers of daol satunties (meluaing corporats and munizipal bonds, goheatures, notes anpd
commerual panery and sreferrod Stek rated Dy MOODYS have, yrewr 10 stmgoment of any raong agrasd fu pey 10 MO S s
apneatssl ang rating sarvicas sendered by 0 123 ranqing from 31,300 10 42,400,030, Moody's Corperaud [WOS Lod 18 vihally-
SeipEl Credhit tALAG B0y SJADEIRE S, MOody s In estors Senvce (MIS) o mamtan pabors and proceduras 10 addiess ths
ngdapenuenes of ML ratngs and rareg processes, eformanon repend ng cerlas & Ea000% 1haT iy 208 bebween erecttn s
of Mo and rated erdspias, 8nd DEbe 280 2001028 v hold atngs tror MR 30d a2 2lse publcly renarted v the S8C an
Svrgrsiup wigrast in MO0 of morg o $%4 I posled annuaily on Mosdy's website al www sanadye. com wiwder the heading
“Shereholis Felalions - Corparate Guvernancs » Deactor and Fnaraholier Alrdat on Pubicy”

T cradht rptng op mon o5 Deen preparsd wihoul t2hog e account any of your objectivas, finmanaal siluaren o eeeds, 10u

snould, Delore acling a0 D& SOMen, CmMSider Ine arprepnateness of the onuean havng oo 19 your wan chigctives, haanca!
sigation and neads,

DKT 46238 STAFF RF1 Set 1 QN 1-1 [ONCOR] VOL 238
0000846



&

0000847



)

Y Gilobal Credit Ressarch

EIVE] Liquidity Risk Assessment
-

Moody's lrvastors Servics 14 SEP 2006

Liguidity Risk Assessment: TXU Electric Dsllvery Company

TXU Electric Delivery Company

Dallas, Texas, United States

Broad Industry: Public Utility

Specific Industry: integrated Electric Utility
Short Term Rating: 2

Contacts

Analyst Phone

Jamaes HempsteadiNew York 1.212.553.1653

l.aura Schumacher/New Yark
Daniel Gates/Naw York

Opinion

TXU Electric Delivery Company's (Baa?2 senior unsacured / stable outleck "TXU Delivary”) liquidity appears
sufficient. The Company is a wholly-owned subsidiary of TXU Corp {Bat senlor unsecured / stable outlock), and
was formed as a result of the 1899 Texas Restruclurdng Plan which introduced competitive markets for slectric
service in Texas. TXU Delivery is a regulated eleciriclly transmission and distibution company {"poles and wires”
tusiness) principally engaged in providing electric defivery services to retall electrle providers (REP's) that sell

powsr in the north-central, eastern and westem ragions of Texas, TXU Dalivery is regulated by the Public Utility
Commission of Texas (PUCT).

TXU Delivery's Prima-2 short-term rating primarily reflects the cash flow generating ability of the company,
coupled with a significant amount of net avaitable liquidity. TXU Delivery Is allowed o ulilize approximalely $3.6
billion of the $4.5 billion of joint cradit faciities, which are shared with its affiliate, TXU Energy Company (Baal
sanior unsecured / stable outlook). These facilities Include the $1.4 bitlion facility expiring in June 2008, the $1.6
hililon faclity expiring In March 2010, the $1.0 billion faciity explring In August 2008 and a $500 million faclliity
expiring in June 2010. Although tha aggregate amount of these facilifies totaled $4.5 billion, we observe that TXU
Delivery's borrowing capacity Is limited to 80%, resulting in the $3.8 billlon figurs. in addition, TXU Delivery shares
approximately $75 mililon on uncommitted facilities with TXU Energy, $8C million of which expires In December
2006. These uncommitted lines are un-drawn at this time, and funding remains at the discration of the lenders.

Of the $4.5 billion of total credit facility capacity, TXU Delivery has issued approximately $600 million of
commercial paper, with relatively short-dated maturities. The commercial paper balance usually declines in ths
third quarter dus to seasonalily, but given the increased capital expenditure plans at the company, we sxpect
sommercial paper levels to remain relatively steady over the next 12 months, TXL Delivery's affiliate, TXU
Energy, has approximataly $800 million of commercial paper issued, has roughly $550 million of drawn
borrowings and has posied letters of credit of approximately $500 milfion against the shared $4.5 billion of total
credit facility capacily, which, when combined with TXU Delivery's approximately $600 mition of commercial
paper, leaves approximately $1.9 billion of net available capacity.

TXU Delivery's shared credit faciiities contain cross default provisions to other TXU Delivery indebladness in
excess of 350 million, There are not any cross default provisions between TXU Delivery and TXU Energy. A

default at TXU Energy does not affect TXU Delivery's ability to borrow nor does it affect any sutstanding
borowings.

The credit faciiities contain certain financiat covenants, such as a minimum fixed charge coverage ratlo of 1.76x
and a debt to capitalization ratio of greater than €5%. As of June 2006, TXU Delivery was in compliances with
these financial covenant provisions, generating an approximately 5.0x - 5.5 fixed charge coverage and an
spproximately 50% - 55% debt to capitalization ratio (as defined In the cradit agreaments),

TXU Dalivery's credit facilities reguire it to make cerlain representations and warranties regarding potential

material adverse changes for incremental borrowings that increase TXU Delivery's total ulilized credit facility
capacity,

For the atest twelve months ended June 2006, TXU Delivery generated approximately $728 million of cash from
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operations, made upsiraam dividend payments to TXU Corp of approximately $170 million ard Invested
approximataly $800 million In capital expenditures, resulting in negative free cash flow position of roughly 8250
mililon,

TXU Dalivery's next significant scheduled debt maturity is a $200 million note maturing in Ssplember 2007.

& Copyright 2006, Maody's Tivestars Service, Inc, and/or its lieensors incuding Moody's Assuranca Company, Inc.
(togather, "MOODY'S"). All rights reserved.
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FORM OR MANNER OR BY aNY MEANS WHATSOEVER, BY ANY FERSON WITHOUT MOODY'S PRICR WRITTEN CONSENT. all
infarmation cantamed hereln s obtained by MOQDY'S from sources helievad by o to be accurate and reliable. Because of the
possidity of human or miechanical gcrar as well as obher factors, however, such nformatic 1 8 drowdead “as Is* without warranty
of aoy kind and MOCDY'S, In particular, makes no representabon or worranly, express or imphad, as to the accuracy, timehness,
eompletenass, merchantabity or fitnass for any particular purpos? of any such information, Under no orcumstances shall
MGODY'S have ary habviy to 2ny person or entity for (8) any loss or démage i whola or in part caused by, resuiting from, or
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any of its directors, officers, employees or agents 1n connaction with the procurement, collection, compilation, analyss, v
interpretation, communication, publication or delivery of any such information, ¢r (b} any oiract, indirect, special, consequential,
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canstrugd solety as, stacgments of opirmon and not statements of fact or recommuendations to purchase, sail or hold any
sacuntias, NO WARRANTY, BEXPRESS OR IMPLIED, AS TO THE ACZURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITMESS FOR ANY PARTICULAR PURDPQSE OF ANY SUCH RATING OR OTHER OPIMNION OR HHNFORMATION IS GIVEN OR MADE BY
MODDY'S IN ANY FORM OR MANNER WHATSOEVER. Fach rahing or other opinton must be weighed sofely 2% one factor i any
meestment deciston made by or an behaif of any user of the mionmation contamed herain, and each such user must accordingly
maie Its own study and evaluation of each secunty and of each ssuer and guerantor of, and each provider of credit support for,
each security that it may consider purchasing, holding or sslhng.

MOODY'S hereby discleses that most 1ssuers of dabt securities (including corperate and nwncipal bands, sebentures, notes and
comunernial paper) and praferrad stock rated by MOSDY'S have, prior to assignment of any rating, sgread 1o pay to MOCDY'S for
appramal and rating services rendered by it fees ranging from 51,500 to $2,400,000. Moody's Corporation (MCO) and its whotly-
ovmed cradit rabing agency subsidiory, Mondy's Dvestors Service (MI%5), also maintoin pohtiss and procedures to addrass the
indapendence of MIS's ratings and rating processas, Information ragarding certain affthabions that may exist between arectors
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“Shargholder Refations - Corporate Govarnance - Director and Shareholder Afftliation Policy.”

This ¢redit rating opruon 1ids been prapared vathout taking neo account any of your objectivas, finanaal situabion or negds. You
should, bafore acting on tha apinon, consider the appropriziensss of the opmwion having ragard (0 vOUr own objectives, financiat
situation and needs‘ﬂ
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
, FORM 10-K
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1834
For the fiscal year ended December 31, 2015
Commission Exact name of registrants as specified in ther IRS Employsr
File ' charters, address of principal executive offices and Idantfication
Number ragistrants’ tslephone number ) Numbser
18841 NEXTERA ENERGY, INC. 58-2448419
227612 FLORIDA POWER & LIGHT COMPANY 59-0247775
00 Universe Bouevard
Juno Beach, Florkia 33408
(561) 8344000

State or other jurisdiction of incorporation or organization: Florida '

<

Name of axchange on which registared

Sacurities registersd pursuant to Saction 12(b} of the Act:

NextEra Energy, inc.: Cummon Stock, $0.01 Par Value . Mew York Stock Exchange
§.799% Corporate Units New York Stock Exchange
8.371% Corparate Units MNew York Stock Exchange

Florida Power 3 Light Campany: None
ir yicata by chetk mork if the registranty ars wall-known seasonsd issusns, 3% delined It Ruls 405 of the Secuntes Act of 1833,
MextEra Enargy, Ine.  Yea 88 No [l Fionda Power & Light Company  Yes & Mo 3
Indeuts by check mark f the regisirants am not required 1o Tils reposts pursuant to Section 13 o7 Sechion 15{d) of the Secuntes Exchangs Act of 1934,
tloxifra Eosgy, Inc. Yes [0 Mo B Flonda Powar A Lighl Company  Yos LI No @& ~

tncheale by chack mark whather (he raglatrants (1) hava fiod o raports ragursd to ba fad by Sschon 13 or 15(d) of the Sacunties Exchangs Act of 1934 dunng the preceding 12 mmnms, and (2) have
bess subject to such filng raquiremants for the past 92 days.

]
NextEra Ensrgy, Inc Yos Mol Flonds Powaer & Lignt Company Yes 8 No {3 R

ladiemte by chetk mark whether (o regisiants have supmitedd slectronicaly awd posied on thelr corporata website, f any, every interactve Data File required to be submsted and posted i to
Rule 405 of Regulation S-T dunng the preceding 12 montng.,

Noxifr Erergy, Ine Yas 8 Noll  Flonds Power & Lgh! Company  Yes 81 No i

tnduate by check mark d d 2 of delng i to am 408 of Raguiation 3-K is not contmmed haesin, and will 70t ba contained, o the hast o g 3 ledigs, in defiutive proxy of
H tion s it 5] ] m PM 111 of irs Fomn 10K or anf snentdmant :o thig Form 10K,
Indieale by sheck mark wha!har tre regatranty 8re 3 large fiar, t d fer, & nonaccslerated filer, or » smalier rapoting campany Sae the delmtans of Mage accaleraied fiter”

“scoglarated fer" and "semalior reporing company” in Hule 128-3 of the Sacurttas Exchangs Act of 1334,

Nasitra Ensrgy, inc Large Aocelarted Fier Ageslerateg Fier (3 Nos-Accoierated Flar Smalter Reporting Company &Y
Fladens Powar & Light Cornpany Large Acceleratad Fiec {1 Acculerated Figr {1 Non Acoutersted Filer @ Smalier Raporting Company £1
indenin by check mark whether the reg #1020d8 Bre abail panies {as defined m Ruls 1252 of the Secunties Exchange Act of 1934), Yes I No @

Aggregate morket value of the voling and noneyoling common aqudy of NextEra Enorgy. ine heid by non-affihates as of Juns 30, 2015 (haswd on the clusmg markat price on the Composis Tape on
June ML 2013) was $449, 150,681,184,

Tharg was no voting of nonvoling comams squly of Finoda Powasr & Light Company held by non-affilatss as of Juna 30, 2015
Number of ¢hares of NoxtEra Energy, ine, common steek, 30 81 par valus, suistanding as of Jeauary 31, 2018, 480 589,681
Numbne of shares of Flodda Powor & Light Cumpany common stock, withoul par valug, outstanding as of January 31, 20718, olf of winch wers held, benshicinly and of rstord, by Nextgra Bneqy, Inc

1,000 .
DOCUMENTS INCORPORATED BY REFERENCE

Postieas of Nextlia Energy, Inc.'s Progy Statamert for the zosu Anpust Mesting of Sharsh ars | d by i w Part 1t haraot

This o Formm 10K rap s separate i ogs by NextEra Energy. e, und Flonda Power & Lght Cammny trfermaban contamed narein relating 1o an mdnadual registrant s hiled by that mgistant
on iy own baha!. Flonda Power & Light Compeny mekes 1o reprazentatons 2s to ihe nformatan reating 10 NextErs Ensrgy, ino.’s other aperations,

Higrda Power & Lepit Company masts tne conddiang set ferth in Ganeval instruction 1.{13{s) and {b} of Fom 10K and is thersore filing thes Fram with the reduced disclosure format,
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FORWARD-LOOKING STATEMENTS

Trig vepart includes forwad-ooking staterravts within s veaning of the Private Securdibas Libgaton Reform Act of 1855, Any siateraents that exprass, or
involve discussions a3 to, expscialions, betiets, plans, objectives, assumptons, strategies, future evenis or performancs (often, but not always, through the
use of words or phrases such as may rasull, are eapected lo, wilt conlinug, 18 anticpaed, aim, belisve, will, couid, should, would, esimated, may, plan,
poicatial, fulure, projection, goals, target. oulicok, predict and intend or words of simitar weaning) are not statements of historical facts and may ve fonvard
looking. Forward-icoxing stalements involve estimates, assumplions and unceduinties. Accordingly, any such statements arg qualified in thalr entirety by
rafarance 10, and are accampaniad by, imponant facturs included in Pad L Ham 1A Risk Faclors {in additon 1o any assumplions and other factors referred o
spacificaily in conneclion with such forward-looking statements) that could have a significant irepact on NEE's aadlor FPLS aperstions and Snancial resulls,
and could causs NEE's andfar FPL's achual resuds to differ materially rom giose contained or imptied in fyrward-looking slatements made Sy or on bshalf of
NEE andior FPL in s corpivned Form 10-K, w presenations, on thair respastive websitss, in respunse (0 questions or othersise.

Any forward-ooking statement speaks only as «3f the date on which such staterment is mads, and MEE and FPL uadertake no obligation to update any
forward-looking statement to reflect svenis or circumstancss, including, but not imited o, unanticipated events, afier the dale v which such clatemant is
wnade, unless othersisa required by faw. New factors emarge from tme o e and itis not possible Ior managemsnt 10 pradict olf of such faclors, noroan it
assess the impact of sach such Bctor on the business or the extent o wivch any Ractorn, or combia3ton of factors, may cause aclual results to differ matedally
from those cordained ar implied In any ryaro-dooking statement
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PARTI

ltam 1. Business

OVERVIEW

NextEra Ensrgy, Inc. (heraafier, NEE), with approximately 46,400 MW of genarating capacity, is one of the largsst electric power companias in North Amarica

with elacine genaration faciiiies located in 27 states Inthe U.S. and 4 provinces in Canada, and emplaying approximately 14,300 peopls as of December 31,
2015, NEE provides retail and wholesale electric services o mors than 5.3 million customers and owns generation, ransmission and distibution facilitiss to
support its sarvices, as well as has investmants in gas infrastructure assels. It also provides risk management services related 1o power and gas consumption
rolated o its own gensration assels and for 3 limited number of wholasale customers in selected markets. NEE, through NEER, is the largest gensratorin
North America of renewable energy from the wind and sun based on MWh produced. In addition, NEE owns and cperates approximately 15% of the ingtallad
base of U.S. wind power production capacity and owns andfor operates approximately 9% of the installed base of U.S. utility-scale solar powar production
capacity as of Dacember 31, 2015. NEE also owns and operales one of the largest fieets of nudlear power stations in the 11.8., with eight reactors at five sites
located in four states, repressnting approximately 6% of U.S. nuclear power electric generating capacity as of Decamber 31, 2015. NEE's business strategy
has emphasized the development, acquisition and operation of renewable, nuclear and natural gas-firad generation faciliies in responss to long-term fedaral
policy trends supportive of zero and low air emissions sources of powsr. NEE's genaration flest has significanlly fower rates of amissions of CO,, 80, and

NOx than the average rates of the U.S. elsclic power industry with appreximately 87% of its 2015 generation, maasured by MWh produced, coming from
rengwable, nuclear and natural gas-fired facilities.

NEE was incorporated in 1984 under the laws of Flarida and conducts its operations principally through two wholly ownsd subsidiaries, Florida Power &
Light Company {(heresfter, FPL} and NextEra Enaergy Resources, LLC thersafter, NEER). Mexifira Enargy Capital Holdings, inc, (hereafier, NEECH), another
~wholly ownsd subsidiary of NEE, owns and provides funding for NEER's and NEE's operating subsidiaries, othar than FPL and its subsidiaries. NEE's two
‘pringipal businesses also constitule NEE's reportable segments for financial reporting purposes. During 2014, NEE formed NEP fo acquirs, manage and own
contracted clean energy projects with stable, long-tarm cash flows. Ses Il NEER for further discussion of NEP, NEE's and NEER's generating capacity

digtussed in this combinad Form 10-K includes approximately 480 MW assaciated with nonconirolling interests related o NEP as of December 31, 2015.
Spe e 2. Proparties.

NEE Organizational Chart

l ]
[ FPL ] . [ mEEcH. ]

-~ i

% b

MEER . NEET Other Subsidiaries
[ {including MEP} ] [ 7 ( j

FPL is a rate-regulated electric ulility engagad primarily in the generation, ransmission, distibution and sale of electric energy in Florida. FPLL is the largest’

stactic utlfity in the state of Florida and one of the largest elachic uliliies In the U.S. based on ratall MWh sales, FPL is vertically integrated, with
approximately 25,300 MW of genarating capacity as of Decamber 31, 2015, FPL's investments in is infrastructure since 2001, such as modermizing less-
efficient fossit genaration plants lo produce more energy with less fuel and fawaer alr smissions, increasing genersting capacily at #s existing nudear unils
and upgrading ifs ransmission and distribution systems to dsliver service reliability that is the best of the Flonda inveslor-owned utitifes, have provided
significant banefils to FPL's customers, all while providing residential and commarcial bills that were among the lowest in Florda and below the national
avaerage based on a rate per kWh as of July 2015 (the laiest date for which this data Is avallable). With approximataly 95% of 5 power generation coming
from natural gas, nuclear and solar, FPL Is also one of the cleansst electic utilities in the nation. Based on 2015 information, FPU's emissions rales for COy-
S0, and NOx were 35%, §7% and 71% lowaer, respedtively, than the average rates of the U.S. elsctic powsr indushry.

NEER, with approximatsly 21,100 MW of generating capacity at Dacembar 31, 2015, is one of the largest wholgsale generators of slaclic power in the U8,
with 20,120 MW of generating capacity across 25 siates, and has 920 MW of generating capacity in 4

4
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Canadian provinces. NEER produces the maority of its stectnclly fom clean and renewabie sources, ncluding wind and solar NEER also provides full

energy and capacily requiremants services, engages in power and gas marketing and rading activities and invests in natural gas, natural gas liquids and ol
production and pipsline infrastructure asssls.

NEECH's other business activiies are primarily conducted through NEET and FPL FiberNet Through its subsidiaries, NEET owns and operales rate-
requiated ransmission facilies, the largest of which 1s owned by Lone Stae, a rate-regulated fransmission service provider in Texas. FPL FiberNet delivers
wholgsale and entarprisa telecommunications services in Florioa, Texas and certain araas of the South Cental U.S,

NEE seeks o create valuse in its two principal businesses by maesting its cusiomers’ neads more econemically and more reliably than its competiors, as
described in mors detal in the following sechong, NEE's strategy has resultsd in profitable growih over sustained periods at both FPL and NEER,
Managemant seeks o grow each business in @ manner consistent with the varying opportunities avallable t it however, management bslisves that the
diversification and helance represeniad by FPL and NEER is 2 valuable characteristic of the enterprise and recognizes that sach busingss coniribules to
NEE's credit profile in diffsrant ways. FPL and NEER, as well as other NEE subsidiarias, share common support funclions with the cbjactive of lowering costs
and craating eficiencles for their businesses. During 2013, NEE and iis subsidiardes commenced an sntarprisa-wide iniiative focusad mainly on improving
produchvity and reducing O&M aexpenses (Cost savings initativa), and management expects to continue those efforts going forward.

In 2014, NEE and Hawatian Electric industies, Inc, (HE!) announced a proposed merger pursuant to which Hawailan Electic Company, Inc., MEPs wholly
owned siectric utility subsidiary, will becoms a wholly ownad subsidiary of NEE. The merger agreement condains cerlain tarmination rights for both NEE and
HEL including the right of sither party to lerrenats the merger agraemsnt if the merger has not been compleled by Juna 3, 2018. Completion of the mearger
and the actual closing dais remain subject to the satisfaction of cedain condibons, including Hawali Public Utiiies Comrmission approval. See Note 1 -
Praposed Merger for further discussion.

NEE'S OPERATING SUBSIDIARIES

L FPL
FPL was incorporated under the laws of Florida in 1925 and is a wholly owned subsidiary of NEE. FPL is a rate-regulated electric uliiity and is the largest
alectric ulility in the state of Florida and one of the largest sleciric ulilittes in the U.5. based on retail MWh sales. FPL, with 25 264 MW of generating capacity

atDecember 31, 20185, supplies elsctric service throughout most of the sast and lower west coasts of Florida, serving mors than 9.5 million pecpls through

approximately 48 miliion customer accounts. At Decemnber 31, 2015, FPL's service teritory and plant locations are as follows {ses lem 2. Properties -
Ganeration Facilinas):

¥

" FPL Service Terntory

%* FPL Power Facilities in FL
{Scherer in GA)
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FRANCHISE AGREEMENTS AND COMPETITION N

FPL's service {o its refail customars is provided primarily under franchise agresmants nagotiated with municipalities or counties. Alternativaly, municipalites
and counties may form their own utility companies to provide service to their residents, In a very few cases, an FPL fanchise agreemant provides the
respective municipality the nght fo buy the slecincal assets serving local residents at the end of the agreement. However, during the tstm of a franchise
agresmant, which is typically 30 years, the municipatity or county agrees not to form its own utility, and FPL has the right to offer electric service to residents.
#PL-cumrenily holds 178 franchise agresments with various municipalities and countes in Florida with varying expirattion dates through 2046. None of these
franchise agreemenis expye in 2018, two expire in 2017 and 177 exple during the penad 2018 through 2046, These Fanchise agreements cover
approximately 88% of FPL's retail custorner base in Florida. Negotiations are ongoing to renew the franchise agreements that expire in 2017, FPL considers
its franchises to be adequale for the conduct of its business. FPL also provides senvice to 12 other municipaliies and to 21 unincorporated areas within its

servica area without franchise agreements pursuant to the general obligation to serve as a public ulility. FPL relias upon Florida law for access o public rights
of way.

Because any customar may elect to provide hisher own slecine services, FPL effactively must compete for an individual customer's business, As a practical
matter, faw customers pravids their own service at the present time since FPL's cost of service is substantially lower than tha cost of self.generation for the
vast majority of customers, Changing technology, economic conditions and other factors could alter the favorable relative cost position that FPL currently

gnjoys: however, FPL sesks as a mater of strategy to ensure that it delivers supedor value, in the form of high reliability, low bills and excellent customer
sarvice.

It additon to selfgenaration by residenbal, commercial and ndustnal customers, FPL also faces competiton from other suppliers of electrical energy o
wholasale customers and from allemative snergy sources. In each of 2015, 2014 and 2013, operaling revenues from wholesale and Industnal cusiomers
combined represented approximately 5%, 5% and 3%, respectively, of FPL's total opsrating revenues. .
The FPSC promotes cost competitiveness in the building of new steam and solar generating capacity of 78 MW or greater by requiring invasior-ownaed
electric utihties, Including FPL, to issue an RFP except when the FPSC determines that an exceplion from the RFP process is in the public interest, The RFP
process allows indepandent power producers and others o bid to supply the new generatng capacity. if 2 bidder has the most cost-eflactive altermatve,
maets other criteria such as financial viability and demonsirales adequate expertise and experence in building and/or operating generating capacity of the
type proposed, the investor-owned electric utility would seek lo negotiate a purchased power agresmant with the selected bidder and request that the FRSC

approva the terms of the purchased powsr agreement and, if appropriate, provide tha required authorization for the constuction of the bidder's generating
capacity.

New nuclear power plants are exempt from the RFP requirement. See FPL Sources of Genaration - Nuclear Operatons below.

CUSTOMERS AND REVENUE

FpL's primary source of operating revenues is from its retail customer base; it also sarves a limitad number of wholasale customers within Florida, FPL
ravenues from wholesales sales increased in both 2018 and 2014, primarily due to an increase in contracted foad served under sxisting and new wholesale
contracts. The percenlage of FPL's operaling revenues and customer accounts by customer class were as follows:

% .

Quperating Revenues
&% o, 9%

2015 Customer Accounts

. L IR Cammercial
LA I o e ‘
o s . 3 A
Jr’s Y YK T
o, e
P e st &
‘% =S s .
. i : -

. S . & ' -

- S4%. \.
P b ’ -
: R ‘ N

N | E TR sidential
ot -] - Pt ~g7
Z015 2014 2013
Yaars
>Fasidential ®Commergial “Wholesale 2 Other Industrial, Wholesate and Other collectively less than 1%

For both retail and wholesale customers, the prices {or rales) that FPL may charge are approved by regulatory bodias, by the FPSC in the case of retal’
cusiomers, and by the FERC in the case of wholesale customers. in ganeral, under U.8. and Flurida law, regulatnd rates are intendad to covar the cost of
providing sarvice, ingluding a reasonable rate of return on invested capital. Sinca

6
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tha ragulaiory bodies have authonty to determina the relevant cost of prowding service and the appropriate rate of ratumn on capilat employed, thers can be
no guarantes that FPL will be able to sam any particular rate of return or recover all of its costs through regulated rates. See FPL Regulation balow.

FPL seeks to malntain alractve rales forits customers. Since rates are largely cost-based, maintaining low rates requires a stralsgy focussd on developing
and maintaining a low-cost positon, including the inplemantation of ideas gsnerated from the cost savings initiabve discussed above. Acommon benchmark
used in the eleckic power ndustry for companng ratas across companias is the price of 1,000 kWh of consumption per monih for a rasidential customar.
FPL's 2015 averags bill for 1,000 Wh of monthly residential usage was the lowest among reporiing slecing utifiies within Florida as indicated below:

Florida Electric Utility Residential Bill Comparison of
2015 Annua! Average Typical Monthly Biil
Residential 1,000 kWh 8

01
$10.9¢ ) N . yor 3
swogo . . . 3T
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$100.0¢

sso08 i
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Average Typical Mothdy Bill

$20.00
N P ’ . s H . ‘ : o s :
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P I
it e e A

£5.00

Flarida Elactric Utilities
POWER DELIVERY

FRL provides sarvice to s customars through an infegrated fransmission and distributon system that links its gensration faclitias o iis customars, FPL also
mantaing interconnection faciifes with neighbonng utdiies and non-uliity genarators insids Its servica tervitory, enabling it o buy and sall wholesale
elechicity and 1o enhanca the reliability of its own natwork and support the reliahility of nsighboring networks. FPL's ransmission system carrdas high voltage

slagincily from iis generation facilities to substalions where the slectricity is steppad down to lower valiage lavels and is sent through the distibution system
to its customers.

Aksy alament of FPL's strategy is to provide higbly refiable service 1o s customers. The ransmission and distribution systern is susceptible to interruptions or
outages fom 3 wide variely of sources Including waather, animal and vegeiation interference, raffic accidents, equipment fallure and many others, and FPL
saeks o raduce or aliminate outages where sconomically practical and to restore sarvice rapidly when outages occur A cammon industry benchmark for
transmussion and distnbution system reliability is the system average interruption duraton indeax {(8AID1), which reprasents the numbar of minutes the averagse
customar is without powser dusing a time period. For tha five years 2010 - 2014, FPL's average annual SAIDI was the bast of the investor-ownad utihlies in
Flonda FPL has accslerated its sxisting storm hardening and reliabliily program, o confnus strengthetng ils inkastruciure against topical storms and

hurricanas, Also, as part of its commitment o building a srarter, more retiable and efficient slsclric infrastructure, FPL has instaliad approximately 4.9 mithon
smart matars and more than 35,000 other intelhigent devices throughout the electric grid.

FPL SYSTEM CAPABILITY AND LOAD

AtDecember 31, 2015, FPL's resources for serving load consisted of 26,073 MW, of which 25,254 MW were from FP -owned facilites {see itam 2, Proparies
- Generaton Fagitities) and approximately 813 MW were available through purchased power agraemenis {see FPL Soures of Genaration - Purchasad
Power bslow). FPL customer usage and opersting revenues are typically higher during the summer months, largely dus to the prevalent uss of air
conditioning in FPL’S service tarritory. Ocoasionally, unusuglly cold temperatures durdng the winter months rasultin significant increases In electicity usage
for short parods of bme. The highest peak toad FPL has served o date was 24,348 MW, which occurred on January 11, 2010, FPL had adeguate resources
avaliable at the Ume of this paak to mest customer demand.

FPL's projected resarve raargin for the surmmer of 2016 is approxmately 22%. This reserve margin is expecied 10 be achieved through the combination of
avaliabis culput from FPL's achve gereration unils, purchased power agresmeanis and the capability to reduce psak demand through the implementation of
damand side management programs, including load management which was sstimated at December 31, 2015 to be capable of reducing demand by

approximately 1,700 MW, and energy efficiency ard conssrvation programs, 8ee FPL Sources of Generation - Fossil Operations and - Nuclear Operations
halow regarding generation projecis currently under construction.
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FPL SOURCES OF GENERATION

FPL refies upon a mix of fue! sources for its generation faciliies, along with purchased power, in order to maintain the fexibility to achieve & more economical

fust mix by rasponding to market and industry developments. See descriptions of fassal nuclear and solar operations balew and a listing of FPL's gansration
facitiies in ltem 2, Properiias - Generation Facilites.

FPL’s 2015 fuel mix based on MWH produced, including purchased power, was as follows:

2015 Generation by Fuel Type
MWh

. Coal
Purchasad Power 4o,
5%

HBuclear
22%

Hatural Gag
5%

R Oif and Solar are collsctively fess than 1%

Fogsil ion | Coal ol N
AtDecember 31, 2015, FPL cwned and operated 70 units that used fossil fusls, primarily natural gas, and had a Joint ownarship intarest in 3 coal units.
Combined, the fossil feet provided 21,766 MW of generating capacity for FPL. These fossil units are out of service rom ime to ime for routine maintenance
or on standby during parods of reduced alectricity demand. A common industry benchimark for fossil unit rehabiiity is the equivalent forced outage rate
{EFORY}, which represants a generation unit's inability to provids electricity when raquired to operale. For the five years 2010 - 2014, FPL's averaga annual
EFOR was in the top decile among its electic utility fossil fleat peers in the U.S. \
FPL's natural gas plants require natural gas transporiation, supply and storags. FPL has firm transportation contracts in place for existing pipsline capacity
with five diferent fransportation supptiers. These agreements provide for an aggregate maximum delivery quantity of 2,068,000 MMBu/day with expiration
dates ranging from 2016 to 2036 that together are expacted to salisly substantially all of the cufrantly anticipated needs for natural gas ransportation through
the end of 2016. To the extant desirable, FPL alsc purchases interruplible natural gas transportation service from these natural gas transportation suppliers
based on pipaline availability. FPL has several short- and medium-term natural gas supply contracts to prowide a portion of FPL's anticipated needs for

natural gas. The remainder of FPL's natural gas requirements is purchased in the spot market. FPL has an agresmant for the storage of natural gas that
expires in 2017, See Note 14 - Contracts.

In 2013, the FPSC approved FPL's 28-year natural gas ransporiation agresments with each of Sabal Trail and Florida Southeast Connection for a quantity of
400,000 MMBiu/day beginning on May 1, 2017 and increasing to 800,000 MMBhufday on May 1, 2020. Thase new agreaments, whan combined with FPL's
axisting agreemants, ars expected o salisfy substantially all of FPL's natural gas transportation needs through at least 2020. FPL's firm commitments under

the new agreemants are contingent upon the occurrancs of certain events, including the FERC's approva! of applicatons by sach of Sabal Trall and Florida )
Southeast Connscion for authorizalion of thelr pipeline projects and of the apphicaton by Transcontinantal Gas Pipe Line Company, LLC {Transco} for
authonzation of a pipeline expansion project and the leasa of pipeline capacily to Sabal Trail, as well 38 completion of constructon of the pipsline systam fo

be buiit by Sabal Trail and Florida Southaast Connection. In February 2016, the FERC 1ssued an order granting the requested authorizations, subject to

certain condions. Sabal Tradl, Florida Southeast Connecton and Transco ars
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evaluating the contifons, and one or more of hem are currantly expeciad to raquest a rehearing. See NEER - Generation and Other Operations - Natural
Gas Pipahines below and Note 14 - Conlracts.

in March 2018, aftar racawving FPSC approval, 2 wholly owned subsidiary of FPL parinered with a third parly i daveiop up o 38 patural gas production wells
n the Woodiord Shale region in southeastarn Oklahoma and in return bagan recsiving its ownership share of the natural gas produdsd from thase wells. In
July 2015, the FPSC approved a set of guidalines under which FPL could paricipate in adddional nalural gas production projects through investments of up
1o 3500 million annually with an escalating annual production cap as a parcent of FPL's fotal natural gas bum, with an emphasis on investing in proven and
probable reserves. These invesimants in long-term natural gas supplies will provide FPL with a physical hedge on the price of naturat gas to fuel s fossil
generation fest, FPL will racover the costs associated with the investments in these natural gas production wells through the fuel clause. In 2015, the Stats of
Florida Office of Public Counsal (Office of Public Counsel) and Florida Industrial Powsr Users Group have aach filed notices of appaal to the Florida Suprame

Court challenging the FPSC's approval of FRL's initial investmant in tha Woodford Shals natural gas production wells and chalienging the FPSC’s approvat of
the guidalines, which appeals are pending.

St Johns River Powar Park (SJRPP) Units Nos. 1 and 2, coat-fired uniis in which FPL has a joit ownarship interest, have firm coal supply and transpurdation
contracts for all of heir fuel and ransporation neads through 2017, Scherar Unit Mo, 4, the other coal-firsd unit in which FPL has a jomt pwnership interest,
has firm coal supply contracts for & portion of its fual needs trough 2018, and transportation contracts for all of its neads through 2018 and 8 portion of it
needs through 2028. Any of the remamning fuel raquirements for these coal-fired unils, as well as for a 250 MW coalired generaton facility located in
Jacksonvilie, Florida that was purchased in Septambar 20158 (Cedar Bay), will e obtained in the spot market Sas Noig 14 - Contracts and Note 1 - Rate
Regulation. With respect 1o its od plants, FPL obtalns its fusl requirements in the spol markel

Canital Intiatives

New Generation Facdity Proposed - in January 2018, the FPSC approved FPLs proposal 1o bulld a new approximately 1,800 MW natural gas-firad
combined-cycle urutin Okeschobea County, Florida, with a plannad in-sarvice date of mid-2019. This new unitis also subject i approval by the Siting Board
{comprised of the governor and cabinet) under the Florida Electrical Powar Plant Sitbing Act, which gacisicn is expected by the end of 2018,

Modermizaton Project - FPL is in the process of modemizing its Pont Everglodes power plant o a high-afficiency natural gas-fired unit that s expected to
pravide approximately 1,240 MW of capacity and be placed In service by April 2016.

Peaker Upgrade Froject -FPL is in the procass of replacing 44 of its 48 gas turbines at iis Lauderdais, Port Everglades and Fort Myers facilines, Intaling
approximately 1,700 MW of capacity, with 7 high-efficiency, low-smission rbines atits Lauderdale and Fort Myers facilibes, totaling approximately 1,610 MW
of capacity, by December 20186, in addibon, FPL is upgrading 2 additonal simpie-cycle combustion turbines at its Fort Myers facility, which are axpected to
add an additional 50 MW of capacity by December 2016,

uclear Operation

At Dscamber 31, 2018, FPL owned, or had untivided interests in, and operated the following four nuclear units with a total net gsnerating capacity of 3,453
MWW,

Operagng Licanse

Facility MW Expiraton Dates
St Lucia Unitho. 1 281 20386
St Lucle Unit No. 2 840 2043
Turkey Point UnitNo. 3 811 2032
Turkey Point Unit No. 4 821 2033

FPL has several contracts for ths supply of wiantum and the conversion, enrichment and fabrication of nuclear fusl with expirabon dales ranging from late
Fabruary 2016 through 2031, See Note 14 - Commitmanta. NRC regulations require FPL 1o submit a plan for decontaminaton and decommissioning five
years befors the projacted end of plant operaton, FPLU's current plans, under the applicabls operating licenses, provids for prmmpt dismantiemant of Turkey
Point Umis Nos. 3 and 4 with decommissioning acdwties commaencing in 2032 and 2033, respectively. Currant plans provide for St Lucie Unit No. 1 to be
mothbalisd beginning in 2038 with decommissioning achivities 1o ba intagraled with the prompt dismantiernent of 8t Lucie Unit No. 2 commencing in 2043,

Projects o Add Addiional Capacity, FPL's need patibon for two addiional ruciear units atits Turkey Point sits was approved by the FPEC in 2008 and FPL s
maving forward with astivides necessary (o oblain all permils, hcensas and approvals necessary for construcion and operation of the units. The two units are
axpacted to add a total of approximately 2,200 MW of capacity. The timing of cormercial operation will be subject to various regulatory approvals from the
FRSC and other agencies which will be requirsd throughout the licensing and davelopment processes and the nuclear unils are expeciad fo be placed in-
saracs in 2027 and 2028, The NRC's dedision reganding issuance of the licensas for the two units s expecied in mid-2017.
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Nugtaar Uinit Scheduled Refugling Quiages -FPL's nuclear units are pencdically removaed from servics to accommodals normai rafusling and mainienance

sulages, including inspections, repairs and cerlain other modifications. Scheduled nuclear refueling cutages typically require the unit to be removed from
sarvice for variable lengths of ime, Tha following table summarizes each unit’s next scheduled refueling outags:

Next Scheduled
Facility Rafualing Qutags
St Lucie Unit No, 1 Septamber 20186
St Lucie Unit No. 2 March 2017
Turkey PointUnitNo. 3 March 2017
Turkey Pomnt UnitNo. 4 March 2018

Spent Nudlear Fuel. FPL's nuclear facilities use both on-site storage pools and dry storage casks o stora spent nuclear fuel gensrated by these facilities,
which are expected o provide sufficient storage of spent nuciear fuel at these faciliies through licensa expiration. In 2014, the NRC issued its Continued
Storage of Spent Muclear Fuel Rule which supports the NRC's determination that licensees can safely store spent nucisar fuel at nuclear power plants
indefinitely. Various parties have filed pettions with the U.S. Court of Appeals for the District of Columbia Circuit (0.C. Circuit) challenging the rule and
requesting that the NRC suspend final reactor licensing decisions in ail open NRC licensing proceedings (including the licensing procesding for two

additional nuclegr units at FPL's Turkay Point site) alleging that the rule is daficient. Briefs were filed in November 2015 and oral argumsent has been
schedulad for tate February 2018,

Nuclear Waste Policy Actof 1982, as amended [Nuclsar Wasta Poiicy Act) - Under the Nuclear Waste Policy Act, the DOE is responsible for the developmant
of a repository for the disposal of spent nuclear fuel and high-level radicactive waste. As requirsd by the Nuclear Waste Policy Act, FPL is a party to contracts
with the DOE to provide for disposal of spent nuclear fual from its nuclear units,

The DOE was raquired to construct permanent disposal faciliiss and take ttle to and provide transportation and disposal for spent nuclear fuel by
January 31, 1898 for a specified fea based on current generation from nuclear powar plants which fee was subsequently set to zaro affective May 2814, The
DOE did not meet its statutory obligation for disposal of spant nuclear fusl under the Nuclear Waste Policy Act. In 2008, FPL and ceriain of FPL's nuclear plant
Joint owners entergd into a seliement agreament (spent fuel setilement agraement) with the U.8. government agresing to dismiss with prejudice lawsuits filed
against the U.8. government seeking damages caussd by the DOE's falure to dispose of spent nucisar fusl from FPL's nuclear plants. Tha spent fual

setfament agreemant parmits FPL o make annual flings to recover certalin spent fuel storage costs incurrad by FPL which are reimbursabls by the U8,
governmant on an annual basis. .

Yucca Mountain - In 2010, the DOE filed a motion with the NRC o withdraw iz license application for a nuclear wasta repository at Yucca Mountain, which
request was denied, In 2011, the NRC issued an ordar suspanding the Yucca Mountain licensing proceeding, which order was challenged, and in 2013, the
D.C. Circuitissued an order requiring the NRC to proceed with the legally mandated licensing procass for a nuclear waste repository at Yucca Mountain. The

NRC has completed the tachnical reviaw of the application and is planning to supplemant the DOE's enwmnmenml impact statement. Certain requiremants
must be met befors the NRC can issua a license for the repository.

Selar Opgrations .

Solar generation can be provided primarily through two conventions: ulility-owned and customer-owned or leased. In ulifity-owned solar generation, the
enargy generated goes dirsclly to the glectne gnd, whereas customer-ownsd or leased solar generation generally goes directly to the location it is serving
with any excess over that jocal need being fed back to the sleclic grid. Thers are two principal solar technologies used for ulility-scale projects: PV and
thermal. At Dacember 31, 2015, FPL owned and opsrated two solar PV generation facilities, which provided a fotal of 35 MW of genérating capacity, and a 75
MW solar thermal hybnd faciiity. FPL supports the advancement of sclar generation primanly for its fuet diversity and emissions reduction benefils, and plans
to continue fo support, study and pursue solar generation thatis beneficial for FPL's customars. FPL is in the process of building three solar PV projects that
are axpected to provide approximately 74 MW sach and be placed intro service by the end of 2018,

Purchagsed Powsr

in additon to owning generation faciities, FPL also purchases powsr and capacily from non-ulility generators and othor utiliies to meet customer demand
through long-term purchased power agreemants. As of December 31, 2015, FPU's long-term purchassd power agreements pravided for the purchase of
approximately 813 MW of power with expiration dates ranging from 2021 through 2034, See Nots 14 - Contracts, On occaslon, FPL may procure short-term
power and capdcity for both economic and rellability purposes. In Ssplember 2015, FPL assumsd ownership of Cedar Bay and terminated FPL's long-term
purchased power agresment for substanfially all of the facility’s capacily and energy. Ses Note 1 - Rate Reguiation.
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FPL ENERGY MARKETING AND TRADING

FPL's Enargy Marketing & Trading division (EMT) buys and sells wholesale energy commadities, such as natural gas, oil and electricity EMT procures
aatural gas and oil for FPLU's uss in powar generation and sells excess natural gas, oil and siectricity, EMT also uses derivative instruments {(pnmarily swaps,
opions and forwards) to manage the commodily price nsk inherent in the purchase and sale of fuel and slectricity. Substantially all of the results of EMTs
activitles are passed through to customsrs in the fus! or capacity clauses, See FPL Reguiation - FPL Rale Regulaion below, Managements Discussion -
Energy Marketing and Trading and Markst Risk Sensitivity and Note 3.

FPL REGULATION

FPL's operatons ars subjact to regutation by a numbar of fadaral, state and other organizations, ncluding, but not limited to, the following:

- the FPSC, which has jurisdiction aver retall rates, service teritory, issuances of gecurities, planning, siting and consiruciion of facilifies, among other
things;

«  the FERC, which oversees the acquisition and disposition of genargtion, ransmission and other fadilities, ransmission of slecincity and natural gas in
intersiate commerce, proposals to build interstate natural gas pipelines and slorage faciliies, and wholesale purchases and sales of slectric energy,
among other hings:

»  the NERD, which, through s regional entites, establishes and enforces mandatory reliability slandards, subject to approval by the FERC, 1o ensura the
reliability of the U.S, slectic ransmission and genaration system and o preveni major systam blackouts;

the MRC, which has jurisdiction gver the operation of nuciear powaer planis through the issuancs of operating licenses, rules, regulations and orders; and

the EPA, which has the responsibility to maintain and enforce national standards under a varisty of environmental laws. The EPA also works with

intustries and all levels of govermment, including federsl and state governments, in a wide vanety of veluntary pollution prevention programs and energy
consarvation afforts.

EPL Rats Regulation

The FPSC sets rales al g level that is intended to allow FPL ihe opportunily o collect from ratail customars ol revenues {revenus requiremenis} egual fo
FPL's cost of providing service, including a reasonable rats of return on invested capital, To accomplish this, the FPSC uses various ralemaking mechanisms,
including, among other things, bass rates and cost racovery clauses,

Base Ralgs. In general, the basic costs of providing siectric service, othar than fuel and certain other costs, are recovered through base rates, which ars
dasioned to racover the costs of consiructing, oparating and maintaning the utility syster, Thass basic costs include O&M axpenses, depraciation and taxes,
as well a5 a return on FPLUs investmant in assels used and useful in providing electne service {(rate base). Al the tima hase rates are eswmblhshad, the allowed
mate of retum on rate base approximates the FPSC's dstermination of FPL's estmaled weighted-average cost of capital, which includas its costs for
outstznding debt and an aliowsd ROE. The FPEC mondors FPL's aclual reguiatory ROE through a survelllance report that 1s fled monihly by FPL with the
FPSC. The FPSC doss not provide assurance that any regulatory ROE will be chisved. Base rates are datarmingd in rale proceedings or through negotiated

satiemants of those proceedings. Proceedings can ocour at the initiatve of FPL or upon action by the FPSC. Base rates remain in affect until new base rates
are approved by the FREC

In January 2013, the FPSC issued a final order approving a stipulabon and selferent between FPL and sevaral intervenars in FPUs base rate procesding

{2012 rate agresment). Key alements of the 2012 rale agreement, which is effective from January 2013 through December 2016, includs, among other
things, the foliowing:

«  Noew reiail base rales and charges were established in January 2013 resulting In an Increase in refail bass revenues of $350 million on an annualized
basis.

FPL's allowed regulatory ROE is 10.50%, wiln a rangs of plus or minus 100 basis points, f FPL's samad regulatory ROE falls balow 8.50%, FPL may

sk retall base rate relief, If the eamed regulatory ROE dses above 11.50%, any parnty 1o the 2012 rate sgreement other than FPL may seek a review of

FP's ratail basse rates.

« Ralail base rales will be increased by the annuatized base revanue reguirements for FPL's three moderization projects {Cape Canaveral, Riviera
Baach ard Port Everglades) as each of the modemized powar planits bacomes operational. {Cape Canaveral and Riviera Beach hecame operational in
Aprit 2013 and Apri 2014, respectively, and Port Everglades is sxpacted © be operational by April 2018.)

+  Costrecovery of WOEC Unit No, 3, which was placed in service in May 2011, will condinue to ocour through the capacity clause.

Subject to certain condifions, FPL may amortize, over the farm of the 2012 rale asgresment, a depraciation reserve surplus remaining at the end of 2012
undar a pravious rate agreemant (approximately $224 millicn) and may amortize a portion of FPU's fossll dismantsment reserve up o a maximum of

$176 million (collectively, the raserve), provided that in any year of the 2012 rate agreement, FPL must amortize at least encugh ressrve lo maintain a

3.50% earned reguialory ROE but may not amortize any reserve that would rasult in an eamad regulatory ROE in excess of 11.50%. See helow
ragarding a subseguent reduction in the reserve amount.
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i
s Future storm restorabon costs would be recovarable on an interim basis beginning 80 days from the filing of a cost recovery pelition, but capped at an
amount that could produce a surcharge of no more than $4 for every 1,000 kWh of usage on residential biils during the first 12 months of cost recovery.
Any addional costs would be eligible for recovery in subsequent years. If storm restoration cosis exceed 3800 million in any given calendar year, FPL
may request an increase to the $4 surcharge to recover the amount above $800 miltion,
An incentive mechanism whereby customers will receive 100% of certain gains, including, but not limited to, gains from the purchase and sals of

alecticity and natural gas {including transportation’ and starage), up to a specified threshold; gains excesding that specifiad threshold will be shared by
FPL and s custormers {incantive mechanism).

.
In August 20135, the FPSC approved a slipulalion and setlemant between the Offics of Public Counsal and FPL regarding issues relating lo the ratemaking
treatment for FPL's purchase of Cedar Bay. As part of this seitfemant, the amount of the reserve was reduced by $30 million to $370 million, unless FPL
needs the entire $400 million reserve to maintain 8 minimum regulatory ROE of 8.50%. In QOctober 2015, the Fiorida Industrial Power Users Group fled a
notice of appeal chalienging the FPSC's approval of this setlement, which is pending before the Florida Suprame Court.

in January 2018, FPL filad a formal notification with the FPSC indicating its intent to inifiate a base rale proceeding, consisting of a four-year rate plan that
would bsgin in January 2017 following the expiration of the 2012 rate agresment at the end of 2018, The notificalion stated that, based on preiiminary
estimates, FPL oxpsots to request an increase o Dase annual revanue requirements of {I) approxdmately 3880 million sffective January 2017, (i)
approximately 3265 mithon effective January 2018, and (it} approximataly $200 million effactive when the proposaed natural gas-fired combinad-cycle unitin
Okeechobee County, Florida bacomas operational, which 1s expected to occur in mid-2018 {ses FPL Sources of Generation - Fossli Operations - Capital
Inftiatves above), Under the proposead rate plan, FPL commits that if is requested adjusiments io base annual revenue requirements are approved, it witl not
request further adjustments for 2020. In addibon, FPL expects to propose an aliowed regulatory ROE midpoint of 11.50%, which includes a 50 basis point
performance adder. FPL expects to file its formal request to initiate a base rate proceeding in March 2016.

Cost Recovery Clauses, Cost recavery clauses, which are designad to permit full recovery of cortain costs and provide a return on ceriain assets allowed o
be recovared through the various clauses, include substantially all fusl, purchased powar and intarchange expense, certain construction-related cosis and
conservation and cerain environmantal-related costs. Cost recovery clsusa costs are recovered through levelized monthly charges per kWh or kW,
depending on the customer's rate class. These cost recovery clauss charges are caiculated at Igast annually based on estimated costs and estmated
customer usage for the following year, plus or minus frue-up adjusiments © reflect the estimated over or under recovery of costs for the curant and prior
penads. An adjustment o the levelized charges may be approved during the course of a year to reflect ravised estimates,

Fual costs and energy charges under the purchased power agresmenis ara recoverad from customers through the Rusl clause, the most significant of the cost
recovery ciauses in terms of operating revanues. FPL uses a risk management fuel procuremant program which has been approved by the FPSC. The FPSC
raviews the program achvities and resuits for prudence annually as part of its review of fus! costs. The program is Intanded to manags fue! price volatiity by
locking in fus! prices for a portion of FPL's fusl requirements. Ses FPL Energy Marketing and Trading above, Note 1 - Rate Reguiation and Note 3. Costs

associated with FPU's invesimenis in natural gas production wells are also recovered through the fuel clauss. Ses FPL Sources of Generaon - Fossil
Operations abave.

Capacily payments o non-utility generators and other ulilities, the cost of WCEC Unit No. 3 {reportad as ratall basa revenues) and a porfion of the acquisition
cost of Cedar Bay, among other things, are recovered from customers through the capacity clause. See Nots 1 - Rata Regulation. In accordance with the
FPSC's nuclear cost recavery rule, FPL also recovers pra-construction costs and carrying charges (equal to a pratax AFUDC rate) on construction costs for
new nuclaar capacily through the capacty clause. As properly related o the new nuclear capacily goes Info service, construction costs and a retur on

investment are recoverad through base rate mcreases effective bsginning the following January. See FPL Sources of Generaton - Nuclear Operations
above.

Costs associated with implementing energy conservalion programs are recovered from customers through the ansergy conservation cost racovery dause.
Certain costs of complying with federal, state and local environmenial regulations snacted afier Apnl 1933 and costs assoclated with FPL's thres operaling
solar faciliies are recovered through the environmental cost recovery clause {environmentai clause).

The FPSC has the authority to disallow recovery of costs that it considers excessive or imprudently incurred. These costs may include, among others, fual and

O8M sxpenses, the cost of replacing power lost when fossil and nuclear units are unavailable, storm resioralion costs and cosls associated with the
canstuction or acquisiion of new faclites.

FERC

The Fadaral Power Act grants the FERC exclusiva ratemaking Jurisdiction over wholesale sales of elechicily and the transmission of slectricity and natural
gas in intarstate commearca. Pursuant to the Faderal Powar Act, slectric ubilites must mainiain tariffs and rate schedules on file with the FERC which govem
the rates, terms and conditions for the provision of FERC-juristictional wholesale power and fransmsswon services, The Federal Power Act also gives the
FERC authority to cerbly and overses a nalional electric reliability organization with authority to establish and independently enforcs mandatory raliability

standards applicable to ail users, owners and operators of the bulk-powsr system. Sse NERC below. Elscinc utilties are subject to accounting, record-
keeping and

N
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raporling requirements administared by the FERC. The FERC also placas certan limstations on transactions betwesn elactric ulilities and thewr affiliates.
NERC

The NERC has bean certfied by the FERC as the national alecine reliabitity organization. The NERC's mandate is to ensure the reliability and securily ofthe
North American butk-power system through tha establishment and enforcement of railability standards approved by FERC. The NERC's regional entites also
anforce ralisbility standards approved by the FERC. FPL is subject to these reliability standards and incurs costs to ensura compliance with continually
heightened requirernents, and can incur significant penaites for falling to comply with them,

FBL Environmental Reaulation

FPL is subject o environmeantal laws and ragulations and is affacted by soms of the emerging issuss described in the NEE Environmaental Matiers seclion
balow. FPL expects fo seek recovery through the environmental clause for compliance costs assotiatad with any new snvironmental laws and reguiations.

FPL EMPLOYEES

FPL had approumately 8,800 employess at December 31, 2015, Approximataly 34% of the amployees are representad by the Intemational Brotharhood of
Elactrical Workers (IBEW) under a collactive bargaining agresment with FPL that expires October 31, 2017,

il NEER

NEER was formed in 1998 to aggregate NEE's competiive enargy businessas, s a limited Habilily company organized undar the laws of Delaware and is a
wholly owned subsidiary of NEECH Through its submdiaries, NEER curreolly owns, develops, construcls, manages and operaies electric generation
facilites in wholesale energy markets primarity in the U.S,, as well as in Canada and Spain. See Nots 15, NEER is ans of the largest wholesale generators of
slocric power in the U3, with 21,140 MW of generating capacity across 25 states, 4 Canadian provinces and 1 Spanish province 23 of Dacembar 31, 2015,
NEER produces the regjority of its elechicity from dlesn and renswable sources as descnbad more fully below. NEER is the largest generator in North
Amarica of slsctric power from wind and utility-scale solar energy projects bassed on MWh produced.

NEER also engages in ensrgy-related commodily markeling and trading actviies, Including entering into financial and physical contracts, to hedge the
produchon from iis generation assets that is not sold under long-term power supply agreements. These contracts primanly include power and gas
commadities and their related products, as well as providing Rl snergy and capacity requirements services primarily to tistibution utiiiies in certain markets
and offaring customized power and gas and relatad risk management services lo wholesale customers. In addition, NEER participates in natural gas, natural
gas tigulds and od production $wough non-gperating ownarship interests, and in pipeline infrastruciure development, constructon, management and
operations, through either wholly owned subsidiaries or noncontrolling or joint veniture Interests, hareafier referred o as the gas infrastructure business.
NEER also hadges the expscied oufput from its gas infrastruchure production asse!s to protect against price movaments. During the fourth quarter of 2015, the
natural gas pipeline proiscs that wara previously raported in Corporata and Other were moved o the NEER segmant reflecting the overall scale of the
natural gas pipeline investments and management of these projects within NEER's gas infrastructure business, Ses Note 15,

As discussed in tha Qverview above, dunng 2014, NEP was formed to goquire, manage and own contracted clean energy projscis with stable, long-term
cash fows twough a limited pariner Interest in NEP OpCo. Through an indirect wholly owned subsidiary, NEE owns 101,440,000 common units of NEP
Cplo representing a noncontroliing interest in NEP's cperating projects of approximately 76.8% as of Dacember 31, 2015, NEE owns a controlling general
pariner interest in NEP and consolidates NEP jor financial reporting purposes. Soe Note 1 - NextEra Energy Pariners, LR As of Decaember 31, 2015, NER
through the combmnation of NEER's contribution of enargy projects to NEP OpCo In connection with NEF's (PO in July 2014 and tha acquisition of additonal
enargy projects from NEER in 2015, owns a pordfolio of 18 wind and solar projects with generating capacity tolaling approximately 2,210 MW end Jong-term
contracted natural gas pipeline assets as discussed below. In addition, NEP OpCo has a nght of first offer for certain of NEER's assels (ROFO assets) if NEER
should seek tn sell the assets. The ROFQ assels remaining as of Decernber 31, 2015, include contracted wind and solar projects, some of which are under
construction, with a combined capacly of approximately 1,078 MW, Included in the ROFO assels are thrae solar projecis tat, upon completion of
construction, are expected io have a iolal gensrating capacity of 277 MW, In 2015, NEP OpCo issusd 2 million NEP OpCo Class B Units to NEER in
axchange for an approximataly 50% ownaership interest in the three solar projects NEER, as holder of the Class B Unils, will relain 100% of tha economic
interasts if, and unil, NEER offers to sell the economic interests io NEP and NEP accepts such offer. In Qctobaer 2015, NEP completed tha acquisiton of the
membership interests in NET Holdings Management, LLC {Texas pipstine business), a davelonsr, owner and operator of a portfolio of seven intrastate long-

werm contracled natural gas pipeline assels localed in Taxas (Texas pipelines). See Generation and Other Operations - Confracted, Merchant and Other
Cperabons - Other Operations below,
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MARKETS AND COMPETITION

\
Eiectricity markets in the UL.8, and Canada are regional and diverse in character. All are extensively reguiated, and compebtion in thess markets 1s shaped
and constrained by regulation. The nature of the products offered varies based on the specifics of regulation in each region. Genarally, in addition to the
natural constraints on pricing freedom presented by compatiton, NEER may also face specific constraints in the form of prico caps, or maximum allowsd

pricas, for certain products. NEER's ability to sefl the output of its generation facilifes may also be constrained by available fransmission capacity, which can
vary fom ime o ime and can have a significant impact on pricing.

The degree and natura of compstition that NEER faces is differsnt Iin wholesale markets and in retail markets. Dunng 2015, approximately 82% of NEER's
ravenue was derived from wholesale slaciricity markets, J

Wholesale power genaration is a capital-intensive, commodily-driven business with numerous industry participants. NEER primarily conmpetes on ths basis of
price, but balieves the green atinbutes of NEER's genaraton assels, 1ts credilworthinass and 28 ability to offer and manags rallable customized risk solutions
to wholesale customers are compaebtive advantages. Wholesals power generation is a regional business that is highly fragmented relative 1o many other
commodily industries and diversa in terms of industry structure. As such, there is a wide variation in terms of the capabilities, rasources, nature and identity of
tha companies NEER competes with depanding on the market, In wholesale markets, customers’ nesds are met through a variety of means, including long-
term bilataral contracts, standardizad bilateral products such as full requirements service and customized supply and risk management sarvices.

in general, U.S. slectricily markels encompass three classes of services: energy, capacity and ancillary services. Energy services relate o the physical
delivary of power; capacily senvces relate to the availability of MW capacity of a power generation assel; and ancillary services are other servicas related to
power generation assets, such as load ragulaton and spinning and non-spinning reserves. The exact naturé of thess classes of services is dsfined in part by
regional tanffs. Not all regions have a capacity services class, and the specific definitons of anciflary sarvices vary from ragion {o region.

RTOs and 1SOs exist in 8 numbsr of regions within which NEER operates to coordinate gensration and transmission across wide geographic areas and to
run markets, NEER also has operations that fall within the Westemn Electricity Coordinating Council reliability region that are not under the jurisdiction of an
established RTO or ISO. Althcugh each RTO and 180 may have differing objectives and structures, soms benefits of these entites include regionst plarming,
managing ransmssion congestion, developing larger wholesale markets for energy and capacily, maintalning reliability and facilitating competiten among
wholesale electricity providers. NEER has operations that fall within the following RTOs and i80s;

Alberta Elsclic Systern Operator

California Indepsndent Sys'fem Opsrator

ERCOT

Indapsndent Electricity Systern Qperator (in Ontano)
1SO New England {IS80-NE)

Midcontinent Independent System Opsrator, inc.
New York Independent Systam Operator

PJM

Southwest Powsr Pool : ~

PO S I

NEER competes in different raglons 1o different degrees, butin general it seeks lo enter info long-tarm bilateral contracts for the full output of its generation
faciities, and, a5 of December 31, 2015, approximately 66% of NEER's generating capacity Is fully committed under long-term contracts. Whare iong-lerm
contracts are notin effect, NEER sells the oulput of its facilities into daily spot markets. In such cases, NEER will fraquently enter into shorter term bilalsral
contracts, typically of less than three years duration, 'o hedge the price nsk associated with selling inte a datly spot market. Such bilateral contracts, which
may ba hedges oither for physical delivery or for financial {pricing) offsel, may only protect a porfion of the revenus that NEER expsects to derive fom the
associatad generation kcility and may not qualify for hedge accounting under GAAR Contracts that serve the economic purpose of hedging some portion of
the axpeacted revenue of a gensration facitity but are not recorded as hedges under GAAP are referred to as “non-qualifying hedges” for adjusted earings
purposes. Sse Management’s Discussion - Overview - Adjusted Eamings.

Carain facihfies within the NEER wind and solar generation portfolio produce renewable snergy credits {RECs) and other environmental atiributes which ara
typically sold along with the energy from the plants under long-term contracts, or may be sold separately for the wind and solar gensration not sold under
long-term contracts. The purchasing parly is solely sntitfed o the reporting rights and ownership of the environmental atiributes,

While the majority of NEER's ravanue s datived from the oulput of ils generation faciiies, NEER is also an active compastitor in several regions in the
wholesale full requirements business and in providing structured and customized power and fusl products and services to a variely of cusiomers. In the full

raguirements service, typically, the supplier agrees to mest the cuslomer’s needs for a full range of products for avery hour of the day, at a fixed price, fora
pradsterunad pariod of time, thereby assuming the rsk
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of fuciuations m the customsr's volume requiremants,
Expanded competition in a frequently changing regulatory anvironment presents both opportunities and risks for NEER. Qpportunitiss exist for the selactive

acqusidion of generation assets and for the construction and operabon of efficlent fackifies that can sell power in competitive markets. NEER saeks to reduce

s markst risk by baving a diversified portfolio by fusl type and location, as wall as by confracting for the future sale of a signifcant amount of tha eleciricily
output of its facilites,

GENERATION AND OTHER OPERATIONS

NEER salls products associated with its own generstion facilifes (energy, capacity, RECs and ancillary servicas) in compatitive markets in regions where

those facilitias are located. Customer transactions may be supplisd from NEER generaston facilities or from purchases in the wholesals markets, or from a
combination thereaf.

AtDecamber 31, 2015, the locations of MEER's generation facilities in North Amaerica ars as bilows:

v LR

MNEER generation faciities in operation
U.5. states and Canathan provinces with projects in operation

At Decambaer 31, 2015, NEER managed or participated in the management of essentally all of its generation projects in which ithas an ownership interest.

NEER categonzes its portfolio in a numbar of different ways for different business purposes. See a listing of NEER's genseration facilies in fem 2, Properties -

Generation Faoilibes. The llowing presantation details NEER aperalions and fusiftechnology mix, which NEE commonly uses in communicating informaton
about its business:

Contracted, Marchant and Other Qpetions

NEER’s portfolio of generation operations bassd on the presence/absence of long-term powar sales agreements and other operations is described below,
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Contracled Ganerabon Assats, Contracted generation assets are generation faciibes with long-term powsr sales agreements for substantially all of thair
capacity andior energy output and cerlain wind assets where long-term power sales agreemants are expscted to be executed. At December 31, 2015, NEER
had 14,317 MW of confracted generation assels, substantially all of which have long-term power sales agreements, representing approximataly 68% of its
iotal operaling generatdon portiofio. Essantially all of ths output of these contracted generation assals were under power sales agreements, with a weightad-
average remaning contract life of approximately 15 years, and the nuclear faciliies have firm nuclear fusl-related contracts with axpiration dates ranging from
{ate February 2016 through 2032. Sse Note 14 - Contracis. Of the total capacity of contracted generation assats, 10,571 MW is wind gensration, 1,621 MW is
nuclear generation and 1,121 MW is solar genaration. The remaining 1,004 MW use fuels such as natural gas and o,

Marchapt Gensralion Assets. Merchant generahion assels are generalion facilites that do not have long-term power sales agreements fo ssll their capacity
andfor energy ouiput, or, in the cass of cerain wind asssis, are not expected o have long-term power sales agraements, and therefore reguire activs
marketing and hedging. At December 31, 2015, NEER's portiolia of merchant gensration agsets consists of 6,823 MW of owned wind, nuclear, natural gas, oil
and solar generation facilities, including 846 MW of peak generation faciliies. Approximately 58% {based on net MW capability) of the natural gas-fusled
marchant generation assats have natural g8s ransportation agraements to provide for fuctuating natural gas requirements. See NEER Fuel/Tachnology Mix
- Matural Gas Faciliies helow and Note 14 - Contracts. Derivative instruments (pnmarily swaps, options, futures and forwards) are generally used to lock in
pricing and manage the commaodily prics rsk inherent in power sales and fusl purchases. Managing market rigk through thess instruments inlroduces other
types of nsk, pnmarnly counterparty, credit and operational risks.

Other Operafions. NEER's operations also includs the ga’s infrastructure business and the customer supply and proprietary power and gas frading
businesses. The gas infrastructure businass includes non-operating ownership interests in nvestmants located in oit and gas shale formations primarily in
the Midwest and South ragions of the U.8. NEER continues to pursus in a selective way opporiunities in the upstream {exploration and produchon) area
when it believes the return potential is atiractive and to gain insight into the natural gas Industry. The gas infrastructure business also has Investments in
pipsline infrastructure assets located primarily in the South, Southeast and Nartheast ragions of the U.S. During 2015, NEER, through NEP acquired the
Texas pipeline business, including pipelines with a tolal axisting capacity of approximately 4 Bef per day, of which 3 Bof par day is contracted with firm ship-
or-pay contracts that have a weightad-average remaining contract life of approximatsly 16 years as of December 31, 2015, In addilion, subsidianas of NEER
are pursuing raguiatory approvals to move forward with three natural gas pipeline projects eithér directly or through jomt venture investments. Ses Natral
Gas Pipslines for a description of the natural gas pipslines, Sea NEER Customer Supply and Proprietary Power and Gas Trading for a description of the
customer supply and propriely power and gas rading businasssas.

NEER FusliTechnoloay Mi

NEER's power ganeration is produced using a variety of fuel sources as further described below.
: . 2015 Generating Capacity by Asset Type
’ Mw

Solar, 3%
Ol 4%

Nuctear: 13% P

Patsol Gas: 19% \
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NEER's power generalion in tarms of MWh produced for the year ended Decermber 31, 2015 by fuel type is as follows:

2015 Generation by Fusl Type
MWh

Gil: 1%

Solar; 3%

Natural Gas: 27%

Wind; 42%

Rty 27%

Wind Faeilitiog

At Decembar 31, 2015, NEER had ownarship intarssts in wind generation lacllifies with a total net generating capacity of 12,414 MW, NEER operates all of
these wind facilities, which are located in 19 stales in the U.S. and 4 provincas in Canada. During 2018, NEER added approxmately 1,031 MW ol new U8,
wind ganeraton and 176 MW of new Canadian wind generadon, and sold, decommissioned or dismaniled wind faciliies with gensrating capacity totating
220 MW, NEER sxpacts to add new contracted wind ganeration of approximately 1,400 MW in 2018, See Policy Incentives jor Renawabls Energy Projects
balow for additionat discussion of NEER’s expectations regarding wind development and construction,

Solar Facilities

AtDecember 31, 2015, NEER had ownarship interests in PV and solar thermal facilibtes with a tolal net generating capacity of 1,026 MW, ingiuding
approximately 285 MW added in 2015. MEER operates the majority of thesa solar fzciliies, which are located in 4 states in the U.S. and 1 province in
Canada. NEER expects to add new contracted solar generation of approximately 1,100 MW in 2016, In addition, NEER and s affiliates own solar thermati

facilites with generating capacily of 38 8 MW in Spain (Spain solar projecis). Sea Nole 14 - Spain Solar Projects for deveiopments thal impact the Spain solar
projects.

Natural Gas Facllities
AtDecember 31, 2015, NEER had ownership inferasts in and operated natural gas facihities with 3 total net generating capacily of 4,083 MW, Approximately
1,004 MW of tus net ganerating capacity Is from contracted natural gas assets located throughout the Northaastern U8, In Novamber 2015, a subsidiary of

MEER entered into an agreemant to seil its ownarship interest in ifs marchant natural gas generation faciliies located in Texas, which have a bial gensrating

capacity of 2,884 MW at Decsmber 31, 2015. The transaction is expected to cluse in the first quarier of 2018, pending the recelpt of necassary regulatory
appravals and satisfaction of other customary closing conditons.
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Nuclear Facilities

At Dacember 31, 2015, NEER cwned, or had undivided intarests in, and operated tha following four nuclear units with a total net generating capacity of 2,721
MW,

i Partfolio Cperating License
Facility Locaton MW Calegory Expiration Dates
Seabrook New Hampshirg 1,100 Marchant 2030 @
[uane Amold ; lowa 431 Contractedt® 2034
Point Beach UnitNo. 1 - Wisconsin 595 Confracted( 2030
Poirt Baach UnitNo. 2 Wisconsin 595 Contracted!® 2033

{2} In 2010, NEER Hled an applicalon with tha NRC t mnew Seabrook's oparating scanse lor an addiionsl 20 years, which kcense renewal s depandant an NRC regudriory approvals
() MEER solis afl of s shore of the sutput of Duane Amoi under a long-iem contract sxpinng in Docembar 2025,

{6} NEER selis aif of the ouipul of Point Beach Unds Nos. 1 and 2 under tong-lamm contrects through their currant operating fioense sxpration dates.

NEER's nuclear facifities have several contracts for the supply of uranium and the conversion, enrichment and fabrication of nuciear fuel with expiration dates
ranging from late February 2018 through 2032. Ses Note 14 - Conlracts. NEER is responsible for all nuclear unit operaons and the ulmate
decommissioning of the nuclear units, the cost of which is shared on a pro-rata basis by e joint ownsrs for the jointly-owned units. NRC regumtmns requira
plant owners to submit a plan for decontamination snd decommissioning five years before the projected end of plant operation.

Nucloar Untt Schedulad Refugling Oufagss. NEER's nuclear units are pariodically removed from service o accommodate nomal refusling and maintenancs
outages, intluding inspactions, repairs and certain other muodificatons. Schaduled nuclear refueling outages lypically require the unit to be removed from
service for variable lengths of tme. The bllowing table summarizes each unit's next scheduled refueling outage:

A Neaxt Schaduled,
Facility Refueling Cutage
Seabrook Aprit 2017
Duane Amoid Qctobar 2016
Paint Beach UnitMo. 1 March 2016
Paint Bsach Unit No. 2 March 2017

Spent Nuclear Fual NEER's nuclear faciliies use both on-site storage pools and dry storage casks 1o siore spent nuclear fuel generated by thess faciliies,
which are expecled o provide sufficient storage of spent nuclear fusl atthese faciliies through licenss expiration.

i
As ownars and operators of nuclear facilities, certain subsidiaries of NEER are subject to the Nuclear Waste Policy Act and are parties to the spant fusl
setlernent agraement dascribed in FPL . FPL Sources of Gensration - Nuclear Operations,

Qi Facilities
At December 31, 2015, NEER had 786 MW of oil-firad genaration facilifies located in Maine,

Incentives for R bie En

U.8. federal; state and local govemments have established various incentives to support the development of renswable enargy projects. Thase incentives
include acceleratad tax deprectation, PTCs, iTCs, cash grants, tax abatements and RPS programs. Wind and solar projects qualify for the U.S. faderal
Modified Actelarated Cost Recovary Systein depraciation schedule. This schedule aliows a taxpayer to recognize the depreciation of tangible propsry on a
five-year basis even though the useld life of such property is gaenerally greater than five vears. The RPTC currently provides an income tax credit for the
production of alsctricity from ulility-scale wind turbines for the first ten years of commercial operation. This incentive was created under the Energy Policy Act
of 1992 and has been extended severgl imas, Most recently, in Decembaer 2015, the PTC was axtended for five years, subject to the phase down schadula in
the table below. The Internal Revenue Service (IRS) previously issued guidance related to which projects will qualfy for the PTC including, among other
things, critaria for the beginning of construction of a projsct and the continuous pragram of construcion or the continuous efforts to advance the projact to
compistion. The IRS has not updalad its guidance for the Decamber 2015 extension. Alternatively, wind project developers can choose 1o raceive a 30% 11C,
in lieu of the PTC, subiject to the phase down schedule in the table below.
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Solar project developers are aiso eligible 10 receve a 30% ITC for new solar projecis, ur can slact o receive an equivalent cash payment from the U.S.
Depariment of Treasury for he valus of the 30% ITC {convertible 1TC] for qualifying solar projects whare canstruction began before the and of 2011 and tha
prejects are placed in service befors 2017, In Dacember 2018, the 30% 1TC for new solar projects was exlendsd, subject to the following ghase down
schadule,

Yaar consiruction of project beging

2018 2018 2017 an18 2018 2020 021 2022
PTG 100% 100% % 8% 40% - - -
Wind 1TC 30% 0% 24% % 12% - - -
Sofar ITO 30% 3% 30% 30% W% 26% 22% 10%

{8} Pementags of the ful PTC aveliable for wind peojects that bagln construction dunng the applicably year,
) ITC i imited to 10% Tor projacts not placad in sanace before Janusry 1, 2024.

Othar countries, including Ganada and Spain, provide for Incentives ke feed-in-tanffs for renewable energy projects. The feed-in-ianfls promole renawable
energy nvestments by offaring long-term contracts to renawable energy producars, typically based on the cost of generation of gach tfechnology.

Matur, Pigelin

At Dacember 31, 2015, NEER had spproximately $2.5 billion invasted in the following natural gas pipslines:

hles ActuailExpented
of Plading MEER's Toizl Capacty In-Bervice
Fipgins Lacation/Route Crwnership {per day} Dates
Operational:
Taxas Pipalineg® 542 Seath Taxas F2.38%M 405 Bof 1850 - 2014
in Davsinoment or Under Construction: ’
Sapat Tralkd 815 Southwestarn Alabarma to Cenlral Florkds N% 0.83 Bot- 2017 - Mide
1.075 Bcf 2021
Florikda Southeast Connantiont 1326 Central Florida to Martin County, Florida 100% 0.54 Bo? Mid-2017
Mountain Valisy Pipsinet 301 Harelus and Utica shale ragions 2 marke’s inthg 5% 2.00 Bef B of 2018

Mid-Aliantic and Suwheast reglons of the 1.8,

(@) Represents a portfolio of saven natural gas pineines; of wivch u thind party owns a 10% iterast i 8 120 s pipsima with 4 daily capacty of spproxamtely 2.3 Bcf, Thora are planned sxpeosio
peojucts for B thine inrgast pipel iy $ha I {wiieh rep O ly S0% of tatal capanty per day of the Taxas pipeines) thet, o latadd, are expecied to provide an &k 1.5
Bef of copacdy par day Ry the snd of 2017

(¢} Reprasants NEER'S Intgrest in the Tecsa pigciines.

&y Construchon of the natural gas pipstines i xublest i certeln conditiens, Ses FPL - FPL of $on - Frssi Oparat and Nois 4 - C aned - C

@) Construciion of the natwal gas pipelne s sublect 19 certain conditions, mchabng FERC spproval, See Nots 14 - Commimants.

(a3 Rapressnis expectad ownsrship dagand ng on the uitonts size and scops of iha natural gos plipelas propct.

NEER CUSTOMER SUPPLY AND PROPRIETARY POWER AND GAS TRADING

NEER's customer supply and propretary power and gas Wading businesses engage in energy-related commadity marketing and vading aciivities, provide
commodites-related products to custamars and include the operations of a retall slectricity provider, PMI, a subsidiary of NEER, buys and ssils wholasala
snergy commodites, such a3 electicity, natural gas and oil, PMI selis the output from NEER's plants that is not sold under long-term contracls and procurgs
the fossil fusl for use by NEER's generahon fest. One of iis pemary roles is o manage the commodity risk of NEER's portiolio. PMt uses derivative
instrumants such as swaps, oplions, futures and forwards o manage the risk assosiated with fuctuating commedity prices and fo oplimize the valus of
MEER's power generation and gas infrastructurs production assets. PMI also markets and trades energy-relatad commedity products and provides a wids

range of elecricity and fual commodily producis as well as marketing and rading services o customers. PM{'s customer supply busingss provides fuli energy
and capacily requiraments o customers.

The resulis of tha customar supply and proprietary powse and gas rading activiies are includad in NEER's operating resulis. See Management's Discussion -
Energy Marketing and Trading and Market Risk Saraitvity, Nots 1 - Energy Trading and Nots 3.

NEER REGULATION

Tra anergy markets in which NEER operales are subject o domesbe and foreign regulation, as the case may be, includiog local, stale and fedaral regulation,
and other spacific rulas.
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AtDecember 31, 2015, NEER had ownership interests in operating independent powar projects locatad in the U.S that have received exsmpt wholesata
generalor status as defined undsr tha Public Utility Holding Company Act of 2005, which reprasent approximately 89% of NEER's net generating capacity in
the U.8. Exempt wholasale generators own or opsrale a facllity exclusivaly 1o sell slactriclty to wholesate customers. They ars barred from selling elsctricity
direclly to retait customers. NEER's axempt wholesale generators produce electricity from wind, fossil fuels, solar and nuclear facililies. Essentially all of the
remaining 1% of NEER's net generating capacity has qualifying facility status under the PURPA. NEER's qualifying facilitiss gensrate elsctricity primarily from
wind, solar and fossi fuels. Qualifying facility staus sxempts the'projects from, among other things, many of the provisions of the Federal Power Act, as wall
as state laws and ragutations relating 1o rates and financial or organizational regulation of electne utiliies. While projects with qualifying facility and/or exempt
wholesale generator stalus are exempt rom various restricons, each project must still comply with other foderal, state and local laws, including, but not
timited to, those regarding siing, construction, operaton, licensing, poliution abatement and other environmental laws.

Additionally, most of the NEER facilities located in the U.S, are subject to FERC regulations and marketrulss, the NERC's man'daiory reliability standards and
all of its facilities are sutject o envimnmanial laws and the EPA's environmental regulations, and its nuclear facilives are also subject to tha jurisdiction of the
NRC. See FPL - FPL Regulation for addiional discussion of FERC, NERC, NRC and EPA ragulations. With tha exception of facilities located in ERCOT, the
FERC hes jurisdiction over various aspacts of NEER's business in the U.S,, including the aversight and investigation of compeliive wholesale energy
markats, regulation of the transmission and sale of natural gas, and oversight of snvironmental matters related to natural gas projects and major elactricity

policy inibatives. The PUCT has jurisdiction, including the regulation of rates and services, ovarsight of competitiva markels, and snforcement of statutes and
rules, over NEER faciliies located in ERCOT.

NEER and its affiliates are also subject to federal and provincial or regional regulations in Canada and Spain related to energy operations, energy marksts
and environmental standards. In Canada, activities related to owning and operating wind and solar projacts and participating in wholesals and retail snergy
markets are regulated at the provincial level. In Ontario, for axample, electricily generation facilibes must be licensed by the Ontarlo Energy Board and may
also be required o complats registrations and maintam market paricipant status with the Indapendent Electricity Systam Operator, in which cass they must

agree 1o be bound by and comply with the provisions of the market rules for the Ontario elaciricity market as well as the mandatory refiability standards of the
NERC. .

NEER is subject to enviconmental laws and reguiations, and Is affsctad by some of the emerging 1ssues related to renewable anergy resources as descnbed
in the NEE Environmantal Matiers secton below. In order to betier anticipate potential reguiatory changes, NEER continues fo aclively evaluate and

pariicipats in regional market radssigns of existing operaling rules for the integration of renewable enargy resources and for the purchase and sale of enargy
commodites.

NEER EMPLOYEES ‘ o

T

NEER and ils subsidianes had approximately 5,000 smployess at Dacember 31, 2015, Certain subsidianes of NEER have collactive bargaining agrsements
with the IBEW, the Ulility Workers Union of Amarica, the Security Police and Fire Profassionals of Amenca and the International Union of Qperating
Engineers, which collectively reprasent approximately 18% of NEER's smployses. The majority of the collective bargaiming agreements have three-year

,tarms and axpira betlween Sepiember 2016 and 2018.

it OTHER NEE OPERATING SUBS!DIAR!ES
Corporate and Other reprasents other business activities, primarily MEET and FPL FiberNet. See Nota 15.
NEET

NEET, a wholly owned subsidiary of NEECH, is a limited liabilty company organized under the laws of Delaware. Through its subsidiaries, NEET owns and
operates rate-regulated ransmission facihties, the largest of which is owned by Lone Star, and is pursuing opportunities to develop, bulld and operate new
rransmission faciies throughout North America. In 2013, an entity in which an affiliate of NEET has a joint venture investmant was selected to complete
development work for a 260-mie transmission line i Northwestern Ontado, Canada. Once development is compiate, subject fo Ontario Energy Board
approval, this entity 1s expectad 1o construct, own and operate the new ransmission line that is projected 1o begin service in 2020. In 2015, a wholly owned
subsidiary of NEET was awarded ihe rights to develop, consiruct, own and oparats two fransmission support projecis in California, which projects, subject to
cartain raguiatory approvals, ara expected to begin service in 2017 and 2019, respectively, - -

I3

Lone Star

Lone Star, a rate-regulated transmission sarvice provider in Texas, is 2 limited Bability company arganized under the laws of Delaware. Lone Star owns and
operates approximately 330 miles of 345 kilovolt (k) ransmission lines and other associated facilites. Lone Star s subject In regulation by a number of
faderal, state and other agsncies, including, butnotlimited to, the PUCT, the ERCOT, the NERC and the EPA, as welf as limitad regulations of the FERC. See
FPL - FPL Regulation for further discussion of FERC, NERG and EPA regulations and NEE Environmantal Matters. The PUCT has jurisdiction over a wids

range of Lone Star's business actvites, including, among others, rates charged to customers and certain aspecis of the operation of transmission systems.
The ’
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PUCT sats rates at a leve! that aliows Lone Star the epportunity to collect from customers tolal revenuss (revenue requiremsnis} equal o Long Star's cost of
providing service, inclucing a reasonabie rate of relurn on invested capital,

in 2014, the PUCT approvad 3 stipulation and setifement betwean Lone Star and all intervenors relafing to Lane Star's basa rate pettion. e shpulation and
sefiement provides for an annual revenua raquirement of approximately $102 million based on 3 3594 mullion rate base, a reguiatory equity ratio of 458%, an
allowed regulatory ROE of 9.6% and cerlain operaling expenses.

FPL FIBERNET

FPL FibarNat conducts its business through two ssparate whally ownad subsidianies of NEECH, Ona subsidiary was formed in 2000 io enhance the valug of
NEE's fiber-optic network assets that were originally built to support FPL operations and the other was formed in 2011 to hold fiber-oplic network assats which
warg acquired. Both subsitharias are limilad liability companies organized under tha laws of Delaware, FPL FibarNet leases fiber-optic nelwork capacity and
dark fiber to FPL and other customaers, primarily telephona, wireless, and internet companies. FPL FiberNet's networks caver most of the metropolitan areas in
Flonda and several In Texas. FPL FibarNet aiso has a long-haul natwork providing bandwidth at wholesale rates. Tha long-haul network connacts major
oiies in Florida and Texas with additional connactivily io the Eastern and South Cantral U5, At Decembar 31, 2015, FPL Fiberel's network congisted of
approximately 9,230 route miles. FPL FibarNat & subject o regulaion by the Federal Communications Commission which has junsdiction over wira and
wiraless communication networks and by the public uliity commissions in the states in which it provides inrastate telecommunication services.

MEE SNVIRONMENTAL MATT

NEE and FPRL are subject to domestic and foreign enviroamental laws and reguiations, including extensive federal, state and local anvironmantal statutes,
rutes and regulations. The following is & discussion of certain existing and emerging fadsral and state inthatives and rules, soms of which could potenbally
have a matenal affact (either posiive o nagative) on NEE and ils subsidiaries FPL expects to ssek recovery through the environmental clauss for
compliancs costs associntod with any naw environmsnial laws and regulations.

+ Clsan Water Act Section 318{b). In 2014, the EPAissued iis final rule undsr Section 316{b} of the Claan Water Act ouliining the process and framework
for determining the 3ast Technology Avaliable fo reduce the impact on aquatic organisms from once-through conling water intake systems. Under the
rule, potentially eleven of FPL's faciliies and five of NEER's faciliias may be required to add additional controls and/or make operationa! changes o
vomply. NEE and FPL are analyzing the findl rule, and the ullimate impacts of tha rule will evolve over years of sita specific studies, permit evaluations
and negotiatons. Therefore, the impact of any §nal compliance obligations 1s uncertamn at this Sime. Several groups Sled peliions for roview of the EPA's
finai rule and tha U.8. Court of Appeals for the Second Cirouitis scheduled to hear the case in August 2018,

+ Avign/Bat Requiations and Wind Turbine Siting Guidelines, FPL, NEER and NEET are subject to numerous environmental regulations and guidelines
related o threatened and endangerad spacies and theic habitats, as well as avian and bat species, for tha sting, construction and ongoing operations of
their faciities. The facilites most significantly affecied are wind ard solar faciblies and transmismion and distbution lings, The environmental laws in the
U.S,, including, among others, the Endangered Species Act, the Migratory Bird Treaty Act, and the Bald and Golden Eagls Protaciion Act and similar
anvironmental laws in Canada provide for the protection of migratory birds, sagles and bats and endangered spacies of birds and bats and their habitas,
Regulalions hava been adopled under some of hess laws that contain provisions that allow the ownserloperator of a facllity o apply for & permit to
undertake spacific activitins, including those assaciated with certaln siing decisions, construction aclivties and operations. In addition to regulations,
voluntary wind turbine siting guidelines establishad by the U.5. Fish and Wildlife Sarvice sat forth siling, moniioning and coordination protocols that are
designed o support wind development in the LS. while also protecting both birds and bals and their hablials. Thesa guidslines include provisions for
spacific momtonng and study conditions which need io be met in ordar for projects to be in adherance with these voluniary guidelines. Complying with
these environmental regulations and adhedng o the provisions set forth in the voluntary wing turbine siting guidelines could rasult in addiional costs or
roduced revenues at existing and new wind and solar facdilies and transmission and distribution fagilides at FPL, NEER and NEET and, in the case of
enviranmental reguiations, failure fo comply could resultin fines and psnaliies.

¢« Regulation of misgions. The U8, Congress and cardain siates and regions, as well as the Covernment of Canada and its provinces, havs takea
and continue o take cariain actions, such as inalizing regulation or salting targe!s or goals, regarding the reduction of GHG smissions and the increase
of renewable snergy genaration. Based on the most recentreference dats available from governmant sources, NEE is among the lowest emitiers, among
electric ganerators, of GHG In the U.S. measured by i1s rate of emmissions sxprassed as pounds of CO; per MWh of genaration.

In Qctober 2015, the EPA's final rule for new fossii fuel-fred elecic generation units regulated under Section 111{b) of the Clean Alr Act became
effective, which is not expacied fo have an impact on MEE or FPL. In December 2015, the EPA's final ruls under Secilon 111{d) of the Clean Air Act
{Clean Power Plan} o reduce carhon emissions fom existing fossil fuel-fired slectic generation units bacame effective. The Clean Powsr Plan sels
emission rate targsts for each state and requires gach state o develop a comphance plan by the fall of 2018 o maet thess emissions targels, with the

aption for states to apply ©or an extension v 2018. The Clean Power Plan indicatss that compliance wilt start in 2022 with both sntarim and final farget
dates,
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aach with spacific emissians reductions. NEE and FPL are analyzing the Clean Power Plan and the unmpact of any final compliance obligations cannotbe
datermined uniil the state plans have been finalized. Numerous parties have challanged the Clean Power Plan and, in February 2018, the U 8. Supreme

Court issued an order staying implementation of the Clean Power Plan pending resolution of legal chailenges to the rule. The D.C. Circuit is scheduled
to hear oral arguments on June 2, 20186,

NEER's planis operata in certaln states and regions in the U 8. and provinces in Canada that continue to consider and implement regulatory proposals to
raduce GHG smissions in addition to what is expectad to be required for the Clean Power Plan. RPS, curantly In placs in approximately 30 states and 3
territories and the Dishict of Columbia, require electricity providars in the state, lerntory ar district to meet a certain percentage of their retail sales with
energy from renewable sources, Thesa standards vary, but the majority include requirements to meet 20% lo 30% of the slactricity providers' retall sales
with energy from renewable sources by 2625, Approximately 8 other states in the U.8. have sel rensewable enargy goals as well. Many Canadian
provinces have anacted renewable energy goals and largets o raduce GHG emissions from historic leveis which include various milestones and
comphance machanisms. NEER's plants operate in 23 states in the U.S. and 4 provinces in Canada that have a RPS or renewable anergy goals and

NEER believes that these standards and goals, as well as any final compliance obligations under the Clean Power Plan, will create incremental demand
for ranewable energy 1n the future.

Other GHG reduction inifiatives including, among others, tha Regional Graenhouse Gas Initiative and the California Greenhouse Gas Regulation aim to
reduce emissions through a variety of programs and under varying timeiines. Based on its clean generation portiolio, NEER expects {o contnus
experisncing a posihve impact on samings as 3 result of these GHG raduction initiatives. Additionally, these initialives provide NEER opportunities with
ragards to wind and solar devalopmant as wall as favorable gnergy pricing.

« Walers of the U8, In Juns 2015, the EPAIssuad a final rule redefining "waters of the U.5." under the Clean Watsr Act to expand the definition of waters of
tha U.S. o encompass previously unreguiated watsrs, such as intermitient streams, non-navigable inbutaries, isolated wetlands and adjacsnt other
waters, which rule was subseguently challsnged by various parties. in October 2015, the U.S. Court of Appeais for the Sixth Circuit issuad a stay of the

EPA’s inal rule pending further court proceedings to address which court has jurisdiction as well as chaltenges 1o the rule. The uldmala resolution of the
issues surrounding this final rule is uncertain at this ums,

WE CCESS TO SEC FILIN -

1
NEE and FPL make their SEC filings, intluding the annual report on Form 10-K, quarlerly reporis on Form 10-Q, current reports on Form 8-K, and any
amendments to those reports, available free of charge on NEE's mlarnet wabsite, www nexieraenergy.com, as soon as reasonably practicable afler those
documents are electronically filed with or fumished to the SEC. The information and materials available on NEE's website {or any of its subsidiaries’ websitas)
are not incorporated by reference into this combined Form 10-K. The SEC maintains an infemet websits that conlains reports, proxy and information
statemants, and other information regarding registrants that file slectronically with the SEC at www.sac.gov.
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EXECUTIVE OFFICERS OF NEEW

Nama Aga Position Effective Daw

higuet Arechabala §5 £ Yica ident, Powsr G {ivsion of NEE January 1, 2014
£ ive Vice President, Power £ tion Didslon of FPL

Ceborah H. Caplan 83 Exacutive Vics F 1, Hurman R s and Corporste Serdces of NEE Apnl 18, 2013
Exacuive Vice President, Human Resoues and Corporata Services of FPL

Paul i, Culler 58 Tranaumr of NEE Febuary 19, 2003
Treasurer of FPL Fabruary 18, 2603
Lasistant Sacmtary of NEE Dacambear 13, 1997

My P Dewhurst 64 Vige Chalrman and Choef Fmanclal Officer, and Executive Vice President - Firance of NEE Qctober 5, 2011
Exgeutive Vice Proaident, Finance and Chief Financial Officer of FRPL

Chris M. Fropgatl &8 vics Prasident, Controfar and Chief Accounting Officer of NEE Feumary 27, 2010

Josaph T Keliher &5 Execylive Vice Presidant, Federal Regulalory Affaim of NEE fay 18, 2009

Manoochehr K. Nagar 81 Prasiiant Nudear Diviglon and Chisf Nudlear Qtficer of NEE May 23, 2014
Praskiant Nudear Division and Chief Nuchar Officer of FPL May 33, 2014

Amanda Pimental, dr 53 Prasidant and Chisf Exsculive Oficer of NEER {3ciober &, 2011

James L, Robo 83 Chaiman, Presidant and Chust Exeouthes Siflosr of NEE Deovember 13, 2013
Chatran of SPL MWay 2, 2012

Charles € Sieving 43 Exacutiva Vice Prosdent & General Coungel of NEE Dacambar 1, 2008
Exaculive Vice Presilant of FPL Janvary 1, 2008

Enc £ Sdagy &0 Prasident and Chief Exacutive Officer of FPL May 30, 2014

Wikar L., Yeager 57 Executive Vice President, Engneering, Construstion and Integraled Supply Chaln of NEE Janusry 1, 2013
Executive Vice Fraskien!, Enginesiing, Construction and intagratagd Supply Chain of FRL

(@) Informaten g s of Fabruary 18, 2018, Bxeoutive officers are siecled snauatly by, and asve at ke ple of, ther resp boards of 4 Excapt nx notsd betow, each officer bas held

hisfher prasant posiban for Tree yaer o mors and Nsfher amploymaent history s har, Was o

of NextEra Envrgy Bspafa, S.L., an indiract wholly owned subsidiary of

NEE, Fmm February 3010 10 Oacamber 2013, M. Caplen was vice proxident and chuef we:atmé wificer of FPL from May 2611 tn Apat 2013 and vics prassdent, ntegraiod 5.pply cham of NEE and

FBY, from July 2008 to May 2041, Mr Dwwinicst Bas been vice chmeman of NEE winos August 2008 ond was thie! of glatt of HEE from August 2008 to Oclober 2011, Mr. Dewhurs! has sanounted
his mnianton o retea fom NEE and FPL oy the spong of 2018, Mr. bazar has sean ciuef nuciear officer of NEE and FPL since Janusry 2010 and was axsculve sice pradidant, nuciass gvmon of
NEE and FOL from JSenuary 2010 In Moy 2014, Mr, Panenist was chiof Tmancial oificer of NEE ang BPL fram May 2008 to Quisbor 2011 anc sxoeubva wics prasdent, financa of NEE and FPL fiom
February 2008 to Ociober 2011, My, Robo has besn president and shiel exasulve offiuer of NEE smee July 2012, PMr, Robo was the chief execubive offiner of FPL from May 2012 3o May 2014
ant rrasitent and ciuel oparstng oifase of NEE frm Dacomber 2008 i June 2012, Mr. Sieving was also asslstant secratary of NEE from May 2010 to May 2011 Mr. Sdagy fae boon prasudent of
FRL mince Decernber 2011 Mr. Sdagy was senior vies prasident, ragulslory and state governmaental e of FRL from Moy 2018 to Dacambae S011. My, Yeager was vics prasatent, enginsermy,
sonstruction ard miagrotes supply chain sarvices of NEE and FRL flrom Quilooer 2012 1o December 2012 and wios prasident, miegroted sunply chan of NEE ano FPL fom May 2011 1o Golober
I3, From January 2008 to May 2011, Mt Yeager was vices pramgent, engineerdng and gonstuction of FRL.
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Hem 1A, Risk Factors

Risks Relating to NEE's and FPL's Business

The business, financial condition, résulls of cperations and prospects of NEE and FPL are subject o a variety of risks, many of which are beyond the controt
of NEE and FPL. The following is a description of important nsks that may materially adversely affact the businass, financlal condition, resuits of operations
and prospects of NEE and FPL and may cause actual resulls of NEE and FPL to differ substantially from those that NEE or FPL currently expacts or seeks. In
that eveny, the markst price for the securities of NEE or FPL could decline. Accardingly, the risks descnbad below should be carsfully considerad together
‘with the cther information sst forth in this report and in future reports that NEE and FPL file with the SEC, The risks dascribed below are not ths only risks
facing NEE and FPL. Additional risks and unceriainties may also matsrially adversely affact NEE's or FPL's business, financial condition, resuits of operatons
ant prospects. Each of NEE and FPL has disclosed the material risks known {o it to affact ifs business at this time. However, there may be further risks and
uncertaintias that are not presently known or that are not currently believed to ba matarial that may i the future materially adversely affect the business,
financial condition, results of operations or prospects of NEE and FPL,

Reguiatory, Legisiative and Legal Risks

NEE’s and FPL's b&sinass. financial condition, rasults of cparations and prospects may be materially adversaly affected by the extonsive regulation
of their business.

The operatons of NEE and FRL are subjact to complex and comprehensive federal, state and other regulation. This sxtansive ragulatory framework, porions
of which are more specifically identified in the following risk factors, regulates, among other things and to varying degroes, NEE's and FPL's indusiries,
businesses, rates and cost stuctures, operation of nuclear power facilities, construction and operation of electricity generation, transmission and distribuion
faciliies and natural gas and oil production, natural gas, oil and other fusl ransportation, processing and storage faciiiies, acquisition, disposal, depreciation
and amortization of facitiies and other assels, decommissioning costs and funding, service reliability, wholasals and retall competiion, and commodshes
rading and denvatives transactions. In their business planning and in the management of their operations, NEE and FPL must address the effects of

reguiation on their business and any inability or failure to do so adequatsly could have a material advarse effect an their business, financial condition, results
of oparations and prospects.

t
NEE's and FPL's business, financial condition, rosults of operations and prospects could be malorially adversely affectad if they are unable to

recover in a timely mannoer any significant amount of costs, a return on certain assats or a reasonable return on investsd capital through base ratas,
cost recovery clauses, other regulatory machanisms or otherwiss,

FPL is a regulated entily subject to the jurisdiction of the FPSC over a wide rangs of business activities, including, among other items, the retail rates charged
1o its customers through basa rates and cost recovery clauses, the terms and conditions of its services, procurement of electricity for its customers, issuances
of secunties, and aspects of the siting, construction and opsration of its generation plants and transmission and distribution systems for the sale of slectric
anergy. The FPSC has the authority {o disaliow recovery by FPL of costs that it considers sxcassive or imprudently incumrsd and o determine tha level of
retumn that FPL is permitied to eam on invasted capital. The requlatory process, which may be adversely affectad by the polifical, regulatory and aconomic
anvironmant in Florida and elsewhere, limits FPL's ability to increase eamings. The regulatory process also does not provide any assurance as to
achiovemant of authorized or other eamings levels, or that FPL will be permitted o eam an acceptable retum on capital investments it wishes 1o make. NEE's
and FPL's business, financial condition, resuits of operations and prospects could be materially adversely affected if any material amount of costs, a return on
certain assets or & reasonable refum on invested capital cannot be racovered through base rates, cost recovery clauses, othar regulatory mechanisms or
otherwise. Certain other subsidianes of NEE are regulated iransmission utilities subject to the jurisdicton of thewr raguiators and ars subject to similar risks.

Regulatory dacisions that ars ifiportant to NEE and FPL may be materially adversely affected by pofitical, regulatory and economic factors.,

The focal and national political, regulatory and economic environment has had, and may in the futurs have, an adverss sffact on FPSC deaisions with
nagative consequencas for FPL. These decisions may require, for axample, FPL to cance! or delay planned devslopment actvities, 1o reducs or delay other
planned capital expenditures or fo pay for investments or otherwisa incur cosis that it may not be able to recover through rates, each of which could have a

matanal adverse effect on the business, fnanclal condition, results of eperations and prospects of NEE and FPL. Cerain other subsidianes of NEF are
subjsct to simitar risks.

FPL’s use of derivative instruments could ba subject to prudencs challdnges and, if found imprudant, could result In disallowances of cost recavery
for such use by the FPSC, !

The FPSC engages In an annual prudence raview of FPL's use of darivativa instrumenis in its risk management fuel procuremant program and should it find

any such use o be imprudant, the FPSC could deny cost recovery for such use by FPL. Such an outcome could have a matarial adverse effect on FPL's
businass, financial condition, results of operations and prospects.
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Any reductions to, or the efimination of, governmental incentivas or policies that support utllity scale ranewable anergy, including, but not limited to,
tax incantives, RPS, feed-in tariffs or the Clean Power Plan, or the imposition of additional taxes or other s on r ble energy, souid
result in, among other items, the lack of a satisfactory market for the davslopment of new renewable energy projacts, NEER abandoning the
develnpment of renswable energy projects, a loss of NEER's investmanis In renewable energy projects and reduced project returns, any of which
could hava a material adverse affect on NEE's businuss, financial condition, results of oparations and prospects.

NEER depends heavily on govemment policies that support uliily scale renewable anergy and enhance the economic feasibiity of developing and nparating
wind and solar energy projacts in regions in which NEER operates or plans to develop and nperats renawable energy facdities. The federat govemment, a
majonity of the 50 LS. statas and portions of Canada and Spain provide Incentives, such as tax incentives, RPS, feed-in tariffs or the Clean Power Plan, that
support or are designed to support the sale of energy from utility scale renawable energy facitities, such as wind and solar ensrgy faciliies. As a rasult of
budgetary consiraints, politcal faclors or otherwise, governments from time to me may raview thalr policies that support rengwable snergy and consider
actons that would maks the policies lass canducive to the development and operation of renswable energy faciliies. Any reductions fo, or the elimination of,
govemnmental incentives that support renswable energy, such as thoss reductions that have been enacted in Spain and are applicable to NEER's solar
generation faciliies in ihat country, or the imposition of addiional taxes or other assessmants on renewable energy, could resultin, amang other tems, the
fack of a satisfactory market for the davelopment of new renswable energy projects, NEER abandoning the devalopmant of renewabie energy projects, 8 loss

of NEER's investments in the projects and redused project returns, any of which could have a material adverse effect on NEE's business, financial conditian,
rasulis of oparaions and prospects,

NEE's and FPL's businass, financial condition, results of operations and prospects could ba materially adversaly affected as a result of new or
revisad laws, regulations, interpratations or other regulatory initintives.

NEE's and FPL's businass is influenced by various legisialive and regulatory initiatives, inciuding, but not Himited o, new or revised 1aws, reguiations,
interpretations and other regulalory initiatives regarding deregulation or restiucturing of the energy industy, regulation of the commodities frading and
derivatives markats, and regulation of enviranmental matters, such as regulation of air emissions, regulation of water consumption and watar discharges, and
ragulation of gas and oll infrastructure operations, as well as associated environmental parmiting. Changes in the nature of the reguiation of NEE's and FPL's
husiness could have a material adverse effect on NEE's and FPL's businass, inancial condition, resuls of operations and prospects. NEE and FPL are
unable 1o pradict future legislative or regulatory changes, iniiatives or interpretations, although any such changes, initiatives or interpratations may increase

costs and competitive pressures on NEE and FPL, which could hava a material adverse effact on NEE's and FPL's business, financial condition, results of
aperalions and prospecis.

FPL has limited competition in the Florida market for retail electricity customers, Any changes in Flordda faw or regulation which introduce competition in the
Florida ratail electricity market, such as government incentives that facilitate the Instailation of solar genaration facilites on residential or other rooftops at
below cost, of would permit third-party sales of elaciricity, could have a material adverss affect on FPL's businaess, fnancial condition, results of operations

and prospects. Thera can ba no assurance that FPL will be able to respund adequatsly In such regulatory changes, which could have a material adverss
sHiect on FPL's business, inancial condiion, rasulls of operations and prospects,

NEER is subject to FERC rules ralated o transmission that are designed to facilitate competiion in the wholesale market on practically a nationwlde basis by
providing greater ceralnty, flaxibility and more sholces 10 wholesale power customers. NEE cannot predict the impact of changing FERC rules or e sffect of
changes in levels of wholesale supply and demand, which are fypically driven by factors bayond NEE's control, Therg can be no assurance that NEER will be
able o respond adequately or sufficiently quickly to such rules and developments, of to any other changss thatraverse or restrict the competitive restruciuring

of the energy industry in those jurisdictions in which such restruciunng has occurrad. Any of these events could have & material adverse affect on NEE's
husiness, inanaal condition, results of gperations and prospects.

NEE’s and FPL's business, financial condition, results of operations and prospects could be materially adversely affected if the rules implamenting
the Dodd-Frank Wall Streat Reform and Consumer Protection Act (Dodd-Frank Act) broadan the scops of its provisions regarding the regulation of
OTC financial derivatives and make certain provisions applicabla to NEE and FPL.

The Dodd-Frank Act, enacted inlo law in July 2010 provides for, among other things, substanhally increased regulation of the OTC derivatives market and
futures confract markets. While the legisiation is broad and detailed, there are still portions of the lsgisiation that either require implementing rules to ba
adopied by federal governmental agencies or otherwise require further interpretive guidance.

NEE and FPL confinue to monitar the development of rules related to the Dodd-Frank Act and have taken steps fo comply with those rules that affect their

businasses. A number of rules have been finalized and are effective, but there are rules yet o bs finalized and nides tha! have been finalized but may be
amended in the fulure,
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NEE and FPL cannot predict the impact any proposed rules will have on their ability to hedge their commedity and interast rate risks or on OTC derivatives
markets as a whole, but they could potentially have a material adverse effoct on NEE's and FPL's nsk exposure, as wall as reduce market hquidity and further v
incraass the costof hedging aclivites.

NEE and FPL are subject to numsrous environmental laws, regulations and other standards that may result in capital sxpenditures, increased
coperating costs and various flabilities, and may raquire NEE and FPL to limit or eliminate certain operations.

NEE and FPL are subject tv domestic and foreign environmental faws and regulations, including, but not fimited io, extensive federdl, state and local
environmantal statiles, rules and regulations relating to air quality, water quality and usags, climate change, emissions of greenhouse gases, including, but
nat fimited to, CO,, waste management, hazardous wastes, marine, avian and other wildlifs mortality and habitat protaction, historical arfact preservation,
natural rasources, health {including, but not hmited to, electic and magnetic fislds from power lines and substations), safety and RPS, that could, among
other things, pravent or delay the dévelopment of power generation, powsr or natural gas fransmission, or other infrastniclura projects, restrict the output of
some existing facilities, limit the avallability and use of some fuels required for the production of sleciricity, require additonal pollution control equipment, and
otherwise ncrease costs, increase capital expenditures and mit or aliminale certain operations.

There are significant capilal, operating and other costs associated with compliance with these environmental statutes, rules and regulations, and thosa costs
could be aven mors significant in the future as a result of new requirements, the currant trend toward more stringent standards, and stricter or mora expansive
application of axisting environmental regulations. For example, among other hew, potential or pending changes are federal regulation of CO, smissions
under the Clean Power Plan and stata and fadaral regulaton of the use of hydraulic fraciunng or similar technologies to drili for natural gas and related
compounds usad by NEE's gas infrastructure business.

)
Violations of current or future laws, rules, regulations or other standards could expose NEE and FPL to regulatory and legal procasdings, disputes with, and
tsgal chalienges by, third partiss, and potentially significant civit fines, criminal penalbes and other sanctions. Proceedings could include, for sxampls,

litigation regarding property damage, personal injury, common law nuisance and enforcemant by ciizens or govermmental authorities of environmantal
requirements such as awr, water and soff quality standards,

NEE's and FPL's business could be negatively affected by federal or state Iaws or regulations mandating new or additional limits on the productionof  *
greenhouse gas emissions. : -

Federal or stale laws or regulations may ba adopted that would impose new or addifional limits on the amissions of graenhouse gases, including, but not
limited to, CO, and methane, fom electhe generation unis using fossit fuels like coal and natural gas. Although it is currently subject io @ stay Issued by the
U.8. Supreme Court, the Clean Powsr Plan is an example of such a new regulation at the faderal levsl, The polential affects of grasnhouse gas emission
limits on NEE's and FPL's slactric generation units ars subject to significant uncerizinties based on, among other things, the tming of the implemantation of
any new requiramants, the raquirad lavels of emission reductions, the nature of any market-based or tax-based mechanisms adopted (o facilitate reductons,
the relative availability of greenhouse gas emission raduction offsets, the developmant of cost-effective, commerdial-scale carbon capture and sidrage
technology and supporting regulations and liability mitgaon measuras, and the range of available compliance alternatives.

While NEE's and FPL's slectic generation unils emit greenhouse gases st a fower rala of emissions than most of the U.S. alectric generafion sector, the
results of operations of NEE and FPL could be matenally adversely affected o the extent that new federal or state laws or regulations impose any new
greenhouse gas emission bmits. Any futurs limils on grsanhouse gas emissions could:

+ create substantial additional costs in the form of laxes or emission allowances;

= make some of NEE's and FPL's electric gensration units uneconomical tn operate in the long term;

» require significant capital investment in carbon caplure and storage tachnology, fus! switching, or the replacement of high-emiting generation faaiites
with lower-emiting generation faciliies; or

» * affact the availability or costof fossil fuels. -

\

There can be né assurance that NEE or FPL would be able to completely recover any such costs or investmants, which could have a material adverse effect
an their business, financial condition, results of operations and prospecis.

Extonsive federal regulation of the operations of NEE and FPL. axposes NEE and FPL fo significant and increasing compliance cosis and may afso
expose them to substantial monetary penalties and other sanctions for compliance failures.

NEE and FPL are subjact to extensive federal regulation, which generally imposaes significant and incrédsing compliance costs on NEE's and FPL's
operafions. Additionally, any actuat or alleged compliance failures could result in significant costs and other potentiaily adverse effects of regulatory
invastigations, proceedings, setiements, decisions and claims, including, among other items, polentially significant monetary penalies. Ag an example,
under the Energy Policy Act of 2005, NEE and FPL, as owners and operalors of bulk-power transmission systams and/or electriic generation facilibes, are
subject to mandatory reliability standards. Complance with these mandatory reliability standards may subject NEE and FPL to higher operating costs and
may rasultin increased capital expenditures. If FPL or NEE is found not fo be in compliance with these standards, it may incur substantial monetary
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penaities and other sanchons, Both the costs of regulatory compliance and the cosls that may be imposed as a resuit of any actual or allaged compliance
fallures could have a material adverss sfect on NEE's and FPL's business, financial condition, results of opsrations and prospecis,

Changes in tax laws, as well as judgments and estimates used in the determination of tax-refated assat and llability amounts, could materially
advarsaly affect NEE's and FPL's business, financial condition, results of operations and prospects.

NEE's and FPL's provision for income taxes and reporiing of sx-related assets and liabilitas require significant judgments and the use of estimates. Amounts
of tax-ralaied assels and habiliies involve judgments and estimates of the fiming and probability of recognition of incoma, deduclions and tax credits,
including, but not fimited to, estimates for potential adverse outcomes regarding tax positions that have been taken and the ability to uthze tax benefit
camyforwards, such as net operating loss and tax credit carmyforwards, Achual income taxes could vary significantly rom eslimated amounts due i the fulure
impacts of, amorg other things, changes in tax laws, regulations and interpretations, the financial condition and rasulls of operations of NEE and FPL, and the
resclution of audit issues raised by taxing authonties. Ultimate resolution of income tax matters may result in material adjustments to tax-relaed assels and
fhabiiities, which could materially advarsely aflect NEE's and FPL's business, financial condition, resulls of aperations and prospects.

NEE's and FPUs business, financial condition, resuits of operations and prospects may be materially adversely affected due to adverse results of
fitlgation,

NEE's and FPL's business, financial condition, results of operations and prospecis may be materially sffected by adverse results of bigation. Unfavorable
rasolubion of legal proceadings in which NEE is involved or other future legal procsedings, including, but not limited o, dlass aclion lawsults, may have 8
mstarial adverse effect on the business, financial condition, resuits of oparations and prospects of NEE and FPL.

Operatinnal Risks

NEE's and #PL’s business, financial condition, results of operations and prospects could suffer if NEE and FPL do not proceed with projects under

developmaent or are unable to complots the construciion of, or capital Improvemaents to, slectric gensration, transmission and distribution faciities,
gas infrastructure facilities or other facilities on schedule or within budget.

NEE's and FPL's abilily to complete censtruction of, and capital improvemant projacts for, their stecric generation, ransmission and distnbution facitities, gas
infrastructure faciifies and other faciities on schedule and within butiget may be adversely affected by escalating costs for materials and labor and regulatory
compliance, inability to obtain or renew necessary licensas, rights-of-way, permits or other approvals on scceplable terms or on schedule, disputes invalving
contraciors, labor arganizations, land owners, govemmental entiies, environmental groups, Natve Amencan and aboriginal groups, lassors, [oint venture
pariners and other third parties, negative publicily, fransmission mierconnecton issuss and othar factors, if any development project or construction of capital
improvement project is not completed, is defayed or 18 subject to cost overTuns, cerlain assoclated costs may not be approved for recovery or otherwise be
racoverable through regulatory mechanisms that may be avallable, and NEE and FPL could become obligated to make delay or terminalion payments or
becoma obligated for other damages under contracts, could experiance the loss of tax credits or tax incentives, or delayed or diminished retums, and could

be required to write off all or a portion of their investment in the project. Any of these evenis could have a material advarse sffect on NEE's and FPL's
business, Bnancial condition, results of operations and prospects.

NEE and FPL may face rigks refated to project siting, financing, construction, pormitting, governmental approvals and the negotiation of project
development agreements that may impede their development and operating activities,

NEE and FPL own, davelop, construct, manage and operate slectric-gensration and transmission facilities and nalural gas ransmission facilities. A key
component of NEE's and FPL’s growth s their ability to construct and operate generation and transmission facitiies v meet cuslomar needs As pari of thesse
opsrations, NEE and FPL must periodically apply for licanses and permits from various local, state, faderal and other regulatory authorities and abide by their
respective condiions. Should NEE or FPL be unsuccessful in obtaining necessary licenses or permits on acceptable terms, should there be a delay n
obiaining or renswing nacassary licenses or permits of should regulatory authoritiss initiate any associsted investigations or enforcement aclions or impose
related penaltiss or disallowances on NEE or FPL, NEE's and FPL's buswmess, financial condition, results of operations and prospects could be materially
advorsaly affected. Any failure o negotiale successul project development agresments for new facitities with third parties could have similar rasults.

The operation and maintenance of NEE's and FPL's electric generation, transmission and distribution facilitiee, gas infrastructure facilities and other

facilities are subject to many oparational risks, the consequunces of which could have & material advarse effect on NEE's and FPL's business,
financial condition, resuits of operations and prospects.

NEE's and FPL's slectric generation, ransmission and distribution faciliies. gas infrastructurs facilibes and other facilitiss are subject to many oparational
nsks. Operational nsks could resultin, among other things, lost revenues due 1o prolonged outages, increasad
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expenses due lo monstary penalties or fines for compliance fallures, liability to third parties for property and personal injury damags, a fallura to parform
under applicable power sales agreements or other agresments and associated loss of revenuas from terminated agreements or liability for liquidated
damages under continuing agreemants, and replacement squipment costs or an obligation fo purchase or generate replacement powar at higher prices.

Uncartaintes and risks inherent in oparating and maintaining NEE's and FPL's faciliies includs, but are not limited to:

nsks assoclated with facility startup opsrations, such as whether the facility will achisve projected operating parformance on schadule and otherwise as

planned,

+ failurgs in the availability, acquisition or ransportation of fuel or other necessary supplies;

« the impact of unusual or adverse weather tondifions and natural disasters, including, but not fimited to, hurricanes, tornadoss, icing avents, foods,
aarthquakes and droughis;

« performance below sxpected or contracted levels of puiput or efficlency;

breakdown or fallure, including, but not hrmited 1o, explosions, fires, leaks or other major events, of equipment, transmission and distribution nes or

pipelines;

< availabibly of replacement squipment;

« rigks of property damage or human injury from energized equipment, hazardous substances or explosions, fires, isaks or other svents;

» availability of adequale water resources and ability to satisfy water intake and discharge requirements;

» inability to identify, manage properly or mitigate equipment defects in NEE's and FPL's facilities;

» use of naw or unpraven technology,

« risks associated with depandence on & specific type of fugl or fuel source, such as commodily price risk, avallability of adsquate fuel supply and
transportation, and lack of available allamative fusl sources;

< increased compsition due to, among other faclors, new facliities, excass supply, shifing demand and ragulatory changes; and

« insufficient insurance, warranties or performancs guarantees o covar any or all lost revenues or increased expenses fram the foregoing.

NEE's and FPL’s business, financial condition, resulits ‘of operations and prospacts may be negatively affected by a lack of growth or slowar growth in
the numbser of customers or m customaer usage.

Growih in customer accounts and growth of cusiomer usage sach directly influence the demand for aleclricity and the need for additiona) power ganeration
and power delivery facilities, as well as the nead for energy-related commeodities such as natural gas. Customer growth and customer usage are affected by a
number of factors oulside the control of NEE and FPL, such as mandated energy efficiency measures, demand side managsment requirements, and
economic and demaographic conditions, such as populaton changes, job and income growth, housing stars, new business formation and he overali lavel of
aconomic activity. A lack of growth, or a daecline, in the number of custormers or in customer demand for eleciricity or natural gas and other fuels may cause
MEE and FPL o fall o fully realize the antidipated benefits from significant investments and expendifures and could have a matanial adverse affect on NEE's
and FPL's growth, business, financial condition, resulls of operations and prospects.

£
NEE's and FPL's business, financial condition, results of operations and prospects can be matsrially adversely affacted by weathar conditions,
including, but not limited to, the impact of severe weather,

Weather condiions direclly influsnce the demand for elschricity and natural gas and othar fuels and affect the price of enargy and energy-related
commodities. In addition, severe weathsr and natural disastars, such as huricanes, flonds, lormadoses, iting events and earthquakes, can be destructive and
cause power outages and propaerly damags, reduce ravenus, affect the availability of fuel and watar, and require NEE and FPL to incur additional costs, for
exampis, to restore sarvice and repair damaged facilities, 1o oblain replacemeant power and fo access available financing saurces. Furthermore, NEE's and
FPL's physical plant couid be placed at greater risk of damage should changaes in the global climate produce unusual variations in lsmperature and weather
pattemns, resuling in more intense, fraquent and exireme weathar events, abnormal Ievels of precipitation and, particularly relavant to FPL, a change in sea
tgvel. FPL operates in the east and lower west coasts of Florida, an area that historically has been prons 1o severs weathar evenls, such as hurricanes. A
distuption or failure of electric ganaration, ransmission or distribution systems or natural gas production, ransmission, slorage or distribution systems in the
svent of a hurncane, lomade or other severe weathsr avent, or otherwise, could pravent NEE and FPL from sparating their business in the normal course and

could resuit in any of the adverse consequences dascribed above. Any of the foregoing could have a matarial adverse affect on MEE's and FPL's business,
fnanciai condition, results of gparations and prospacts.

AL FPL and ather businesses of NEE where cost recovery is available, recovery of costs to restora service and repair damaged taciliies is or may be subject

lo regutatory approval, and any detemmination by the regulator notto permit imely and full recovery of the costs incurred could have a material adverss effact
on NEE's and FPLU's business, financial condition, results of operations and prospects.

Changes In weather can also affect the production of electricity at power genaration facilities, including, but not limited to, NEER's wind and solar facllives.
For example, the level of wind rasource affects the revenue produced by wind generation facilies. Because tha levels of wind and solar resources ars

variable and difficuit to predict, NEER's results of operations for individual wind and solar facilities specifically, and NEE's results of operations genera iy, may
vary significantly from period to period, depending on the lavel
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of available rescurces To the extent that resources are not avaliable at planned levess, the financial results from thase facilies may be less than expacted.

Threats of lerrorism and catastrophic svents that could result from terrorism, cyber attacks, or individuals andior groups altempting to disrupt NEE's

and FPL's busi . or the busir of third parties, may materially adversely affect NEE's and FPL's business, firancial condition, results of
operations and prospacts.

NEE and FPL are subject io the potentially adverse operating and financial effacts of terrorist acts and threals, as well as cyber attacks and other disruptive
activities of individuala or groups. There have been cyber atiacks on energy infrasruciure such as substations, gas pipelines and ralaled assets in the past
and there may be such aitacks in the future. NEE's and FPU's generation, fransmission and distribution facilities, fuel storage facitities, information technology
systems and other infrastructure faciliies and systems could be direct targets of, or otherwise be materally adversely affectad by, such achvities.

Terrorist acts, cyber atacks or other similar avents affscting NEE's and FPL's systems and facilities, or those of third parties on which NEE and FPL rely, could
narm NEE's and FPL's business, for example, by limiling their ability to generate, purchase or transmit power, natural gas or other energy-related
commodites by limiting their ability to bill customers and coltect and process payments, and by delaying their davelopment and construction of new
generation, distibution or ransmission facilites or capital improvements to existing faciiiies. Those avents, and governmental achons in responsa, could
rasult in a material decraase in revenues, significant additonal costs (for example, 1o repair assets, implement additonal securily requlremants or maintain or
acquire insurance), significant fines and penalties, and reputationsi damage, could materially adverssly affect NEE's and FPL's operations {for example, by
contributing to disrupton of supplies and markets for natural gas, oit and other fuels), and could impalr NEE’s and FPL's ability to raise capital (for example,
by contribuling to Snancial instability and lower aconomic activity). In addiion, the implemantation of security guidelines and measures has rasulted in and s

expactsd o continua o result in increased costs. Such events or actions may materially adversely affect NEE's and FPU's business, financial condition,
rasuits of operations and prospects,

The ability of NEE and FFL to obtain insurance and the terms of any available ineurance coverage could be matarially adverssly affoctod by

nternational, national, state or local events and company-specific events, as wall as the financial condition of insurars. NEE's and FPL's insurancs
covaerage does not provide protection against all significant Josses,

Insurance coverage may not continue to be avaitabls or may not be available at rates or on tenms similar to those presently avaliable fo NEE and FPL. The
ability of NEE and FPL o oblain insurance and the terms of any avaliable insurance coverage could pa malarially advarsely affacted by intemationat,
national, state or local avents and company-specific events, as wall as the fnancial condition of insurers. i insurance coverage is not available or obtainable
on acceplable terms, NEE or FPL may bs required to pay costs associated with adverse future events, NEE and FPL generally are not fully insured against afl
significant losses. For exampte, FPL is not fully insured against hurricane-related losses, but would instead seek recovery of such uninsurad losses from
customers subjact to approval by the FPSC, lo the extant losses excead restricted funds set aside to cover the cost of storm damage. Aloss for which NEE or
FPL s not fully insured could have a maierial adverse effect on NEE's and FPL's business, financial condition, resulits of oparations and prospacts.

NEE invasts in gas and oif producing and tranamission assets through NEER's gas infrastructure businass. The gas infrastructure business is
exposad to fluctuating market prices of natural gas, natural gas fiquids, ol and other energy commuditiss. A prolonged period of low gas and oll prices
could impact NEER's gas infrastructure business and cause NEER o delay or cancel certain gas infrastructure projects and for certain existing
projacts to ba impaired, which could materfally adversely affect NEE'S rasuilts of oparations.

Naiural gas and ol prices are affected by supply and demand, both globially and regionally. Factors that influence supply and demand include operational
issues, natral disasiers, weather, politcal instability, conflicts, new discoveriss, technological advances, economic conditions and actions by major oit-
producing countiies, There can be sipnificant volatility in market prices for gas and ofl, and price fuctuations could have a material sffect on the financial
performance of gas and oil producing and transmission assels. For example, In a low gas and ol price environment, NEER would generate less revenue
from its gas infrastruciure Investments In gas and ol producing properties, and as a result certain invastments might becoms fess profitable or incur lossas.
Prolongad periods of low oil and gas prices could also resultin ol and gas production and fransmission projects to be delayed or cancelied or to experience
lower retums, and for cartain projects to become impairad, which could materially adversely affect NEE's results of operations.

If supply costs nacessary to provide NEER's full snergy and capacity requirement sarvicas are not favorable, operating costs could increase and
matarially adversely affact NEE's business, financial condition, results of operations and prospects.

NEER provides full energy and capacily requirements services primarily to distribuion utlities, which Include lcad-foliowing servicss and varous anciffary
sarvices, o satisfy all or a portion of such utiliies' power supply obligations to their cuslomers. The supply costs for thess transactions may be affected by a
number of factors, including, but not limited 1o, events that may occur afler such ulilittes have commiied to supply power, such as wealher conditions,

fuctuating prices for energy and ancillary senices, and the ability of the distibution uiilies’ cusiomers 1o elect to recelve service from competing suppliers.
MEER may nothe able o recover
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all of its increasad supply costs, which could have a materiat adverse effect on NEE's business, financial condition, results of operations and prospscis.

Dug to the potential for significant volatility In market prices for fusl, electricity and renawable and othar anergy commadities, NEER's inabillity or

failure to manage praperly or hadge effactively the commodity risks within s portfolios could materially adversely affect NEE's business, financial
candition, resuits of operations and prospacts.

Thare can be significant volatiity in market pncas for fuel, elactncity and renewable and othar energy commodities. NEE's inability or failure to manage
properly or hedge effectively its assets or positions against changes in commodily prices, volumes, Interast rates, counterparty credit nsk or other risk

measures, based on factors both from within, or wholly or partially outside of, NEE's control, may materially adversely affect NEE's business, financial
condition, results of operations and prospacts.

Sales of power on the spot markat or on a short-tarm contractual basis may cause NEE's results of operations to be volatile,

Apartion of NEER's powaer generation faciliies operate wholly or partially without long-term power purchase agreements. Power from these facllilies is sold
on the spot market or on a short-term confractual basis. Spot markat sales are subject fo market volatility, and the revenug generated from these sales is
subject to fuctuation that may cause NEE's resulls of cperations 1o be volatile. NEER and NEE may not be able to manage volatility adequately, which could
then havs a matenal adverse effect on NEE's business, financial condiion, rasults of operations and prospects,

Raductions in tho liquidity of energy rmarkets may rastrict the ability of NEE to manage its operationai risks, which, in turn, could negatively affect
NEE's resuits of operations. )]

NEE is an active participant In energy markets. The hquidity of regionsl energy markets is an important factor in NEE's ability fo manage risks in these
oparatons. Over the past saveral ysars, cther market padlicipants have ceased or significantly reduced thelr activiies in anergy marke!s as a rasult of saveral
factors, including, but nothmited to, government investgations, changes in market design and deterioraing cradit quality. Liguidity in the snergy markets can
be adversely affectsd by price volatility, restrictons on the availability of credit and other factors, and any reduction in the liquidity of energy markets could
have a matarial adverse sffect on NEE's business, financial condition, results of operations and prospects, '

NEE's and FPL's hadging and trading procedures and associated risk managemaent tools may not protect against significant losses.

NEE and FPL have hedging and trading procsdures and.associated risk managemsant tools, such as separate but compiemeniary fnancial,. credit,
operational, complianca and legal reporling systems, internal controls, management review processes and other mechanisms. NEE and FPL are unable fo
assure that such procedures and iools will be effsctive against all potential risks, including, without limitation, employse misconduct. if such procedures and
tools are not affechve, this could have a malerial adverse effect on NEE's business, financial condition, results of gperations and prospects.

i price movements significantly or persistently deviate from historical bahavior, NEE's and FPL's risk management tools assoclated with thair
hedging and trading procedures may not protect against significant losses,

NEE's and FPL's risk management tools and melrics associated with their hédging and trading procedures, such as daily value at sisk, sarrungs at risk, stop
loss bimits and liquidity guidelines, are based on historical price movements. Due o the inherent uncertsinty involved in price movements and potential
daviation from historical pricing behavier, NEE and FPL are’unable to assure that thair risk management fools and metrics will be sfiective to protect against
matenial adverse sffacts on their husiness, é}nancial condition, rasults of operations and prospscts,

i power transmission or natural gas, nuclaar fuel or other commodity transportation facilities are unavailable or disrupted, FPL’s and NEER's ability to
sall and deliver power or natural gas may be limited. .

FPL and NEER depaend upon power ransmission and natural gas, nuclear fusl and other commodity ransportation facitities, many of which they do not own.
Oceurrances affecting the operation of these faciiities that may or may not be beyond FPL's and NEER's confrol (such as severe weather or a generation of
ransrmission facihity outage, pipatine rupture, or sudden and significantincrease or decrease in wind genaration) may limit or haltthe ability of FPL and NEER

to sell and deliver power and natural gas, or to purchase necessary fuels and other commoditias, which could materially adversely impact NEE's and FPL's
business, finanaal condiion, resulls of operations and prospects.

NEE and FPL are subject 10 credit and performance risk from customers, hedgir;g countarpartios and vendors,
NEE and FPL are exposad to risks associated with the creditworthiness and performance of their customers, hedging counterparties and vendors under
contracis for the supply of squipment, materials, fusl and othar goods and services required for their business operations and for the construgtion and

operation of, and for capitat improvements io, their facilifes. Adverse conditions in the enargy industy or the general sconamy, as well as circumstances of
individual customers, hedging counterparies and vendors,
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may adversely affsct tha ability of soms customers, hedging counterparties and vendors to perform as raquired under thelr contracts with NEE and FPL. For

axample, the projongad downtumn in ofl and natural gas prices has adversaly affacted the inancial stability of a number of snisprises in the anergy industry,
including soms with which NEE doss business.

if any hedging, vending or other counterparty fails o Rulfill its confractual obligatons, NEE and FPL may need to make srrangements with other counierparties
or vendors, which could result in material financial losses, higher costs, untimely compiation of power generation facilites and other projects, andlor a

dizgruption of their oparations. if 3 defaulting counterparty is in poor financlal condition, NEE and FPL may not be able b recover damagas for any contract
breach.

NEE and FFL could recognize financial losses or a reduction in operating cash flows if a countarparty fails to perform or make paymants in
accordancs with the terms of derivative contracts or if NEE or FPL is reguired 1o post margin cash collateral undar darivetive contracts,

NEE and FPL use derivative instruments, such as swaps, options, futures and forwards, some of which are traded in the OTC markets or on axchanges, o
manage their commodity and financial market risks, and for NEE to engage in trading and marketing activitias. Any failures by thair counterparies lo paerform
of make paymenis in accordance with the terms of those fransactions could have a malerdal adverse effect on NEE's or FPL's businass, inancial condition,
rasulls of operations and prospacts. Similarly, any requirament for FPL or NEE o post margin cash collateral under its derivative contracts could have s
material adverse effect on s business, financial condition, resulls of operalions and prospects. These rigks may be incrsased during perods of adverse
markat or aconomic conditons affacting tho industries in which NEE paricipatas,

NEE and FPL ara highly dependant on sensitive and complex Information tschaclogy systems, and any fallure or breach of those systems could have
a matarial adverse srfact on their business, finaacial comdition, results of operations and prospects,

NEE and FPL operate in 2 highly reguiated industry that requires the continuous funclioning of sophisticaled information technology systems and network
infrastruciure. Despite NEE's and FPU's implemnentation of securily measures, all of their lechnology systams are vulnerable to disabiity, failuras ur
unauthonzed access due o such activines, if NEE's or FPL's information fechnology systemns wera o fail or be breached, sensitive confidential and other data
could ba compromised and NEE and FPL could ba unable to fulfill criical business functions.

NEE's and FPL's business is highly dependent on their ability o procass and manitor, on a daily basis, a very Jargs number of ransactions, many of which
are highly complex and cross numarous and diverse markdts. Due fo the size, scope, complexty and geographical reach of NEE's and FPL's business, the
development and mamntanance of information technology systems 1o keep frack of and process nformation is crilical and challenging. NEE's andg FPL's
operating systems and facilites may fail o operate properly or becoma disabled as a rasult of events that are sither within, or wholly or partially outside of,
thair control, such as operator arrar, severe weather or tarrorist activilies. Any such faiture or disabling event could malenally adversely affect NEE's and
FPL's abitity v process transactions and provide services, and their business, financial condition, results of operations and prospects.

NEE and FPL add, modify and replace informnation systems on a regular basis. Modifying existing information systems or implementing new or replacement
information systems is costly and invelves risks, including, but not limited to, intsgrating the modified, new or replacament systam with existing systems and
processes, implemanting associated changes In accounting procedures and controls, and ansuring that data conversion is accurate and consistent. Any
disruptions or deficiencies in existag information systams, or disruptions, delays or deficiencies in the modification or implemeniation of new information
systerns, could resuit in increased costs, tha inability o track or collect revenues and the divarsion of management's and employees’ attention and resources,
and could negatively impact the effactivenass of the companies’ control snvironment, andfor the companies’ ability fo timely fle required regulatory reporis,

NEE andg FPL also face ths risks of operational failure or capacily consiraints of third parties, including, but not limuiad to, those who provide powsr
fransmission and nalurai gas ransporiaton semvices.

NEE's and FPL's rotail businessas are subjuct o the risk that sensitive customer data may he compromised, which could result in a material adverse
impact to their reputation andior the resuits of operations of the retail business.

NEE's and FPL's retail busir require access o sensitive customer data in the ordinary course of business. NEE's and FPL's refall businessas may also
need to provide sensitive customar data fo vandars and service providers who requirs access o this information in order to provide sarvices, such as call
center services, (o the refail businesses. If a significant braach occurred, e reputaion of NEE and FPL could be matarially adversely affected, cusiomer
confidence could be diminished, or customer information could be subject to 1dentity theft. NEE and FPL would be subject (o costs associated with the breach

andfor NEE and FPL could be subject o ines and legal clawms, any of which may have a matedal adverse effect on the business, financial condibon, results
of oparations and prospects of NEE and FPL.
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NEE and FPL could recognize financial logses as a result of volatility in the market values of derivative instruments and limited liquidity in OTC
markats.

NEE and FPL execule transactions in derivative nstruments on either recognized exchanges or via the OTC markets, depending on managsments
assassment of the most favorahble cradit and market execution factors. Transacions executad in OTC markets have the potential for greater volatility and less

figuidity than transactons on recognized exchanges. As a result, NEE and FPL may not be able to exacute desired OTC transactions due o such heightsnad
volablity and limited liquidity.

In the absence of ac;ively quetad market prices and pricing Information from external sources, the valuation of derivative instruments involves managements
judgment and use of estimates. As a resull, changes in the underlying assumptions or use of altemative valuation Mmethods could affect the reported fair value
of these derivativa instruments and have a matenal adverse effecton NEE's and FPL's business, financial condition, resulls of operations and prospects.

NEE and FPL may be materially adversely affected by negative publicity.

From time to time, political and public sentiment may resuitin a significant amount of adverse press coverage and other adverse public stalements affacting
NEE and FPL. Adverse prass coverage and other adverse statements, whether or not driven by polifical or public sentimsnt, may also result in invashgations
by regulators, legislators and law enforcement officials or in legal claims. Responding to these investigations and lawsuits, regardiess of the ulimale outcoms
of the proceeding, can divert the tme and effort of senlor management from NEE's and FPL's business, R

Addrassing any adverse publicity, govemnmental scruliny or enforcemant or other legal proceedings is Eme consuming and expensive and, regardless ofthe
factual basis for the assertions being made, can have a negative impact on the repulation of NEE and FPL, on the morale and perfdrmance of their
amployees and on heir relatonships with their respective regulators. 1t may also have a nagative impact on their ability to take timely advantage of various ~
business and markat opportunities. The direct and indiract effects of nagativa publicity, and the demands of responding fo and addressing it, may have a
material adverse effect on NEE's and FPL's business, financial condition, resuits of operations and prospects. .
NEE's and FPL’s buniness, financial condition, results of operations and prospects may be materially adversely affectod i FPL is unable to maintain,
negotiate or renagotiate franchise agreements on acceptable terms with municipalities and countiss in Florida.

FPL must negotiata franchise agreements with municipalities and counties in Florida o provide elgctric services within such municipalities and counties, and
electicity sales gensrated pursuant to these agreements represent a very substantial portion of FPL's ravenues, if FPL is unable 1o maintain, negotiate or
rensgotiate such franchise agreaments on acceplable terrms, it could conkibule o lower sarmings and FPL may not fully realize the anticipated benefits from )

significant investments and expenditures, which could materially adversely affect NEE's and FPL's business, financial condition, results of oparations and
prospecis.

Increasing costs associated with haaith care plans may materially adverssly affoct NEE's and FPL's results of oparations.

The costs of providing health care benefits to employess and refiress have increased substantally in recent years. NEE and FPL anticipate that thair
employes benefit costs, including, but not limited t, costs related to heaith care plans for employses and former employees, will continue o rise. The
increasing costs angd funding requirements assoclated with NEE's and FPL's health care plans may materially adversely affect NEE's and FPL's business,
fnancial condition, rasults of operaons and prospects.

)

NEE's and FPL's business, financial condilion, results of operations and prospects could be nogatively affectad by the lack of a qualified workforce or
tha loss or ratiramant of key employaes.

NEE and FPL may not be able to service customers grow their business or gansrauy meat their other business plan goals effactively and profitably if they do
not atiract and refain 8 qualified workforee, Addidonally, the loss or retiramant of key axscutives and other smployees may materially adversely affect servics
and productivity and coniribute o higher training and safely costs.

-Over the next several ysars, a significant portion of NEE's and FPL's workdorce, including, but not limited to, many workers with specialized skills maintaining
and servicng the nuclear generation facilities and slectrical infrastructure, will be gligibie to retire. Such highly skilled individuals may not ba able o be
replaced quickly due {o the tschnically complex work they parform. if a significant amount of such workers relirs and are not replaced, the subsequent{oss in

productivity and increased recrifing and training costs could resuit in a material adverse effect on NEEs and FPL's busginess, financial condition, results of
, bperations and prospects.

NEE's and FPL's business, financial condition, results of operstiohs and prospects could be materially advarse!y affected by work sirikes or
sioppages and increasing personnel costs.

Employes stikes or work stoppages could disrupt operalions and lead o a loss of revenue and customars. Personnel costs may also increase due fo
infiationary or competitiva pressuras on payroll and benefits costs and revised terms of collsctive bargaining agreements with union employees, These
consequences could have a matenal adverse effect on NEE's and FPL's business, financial condition, results of oparations and prospects.
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NEE's ahility to successfully identify, complete and integrate acquisitions is subjact to significant risks, including, but not limited to, the effact of
increased competition for acquisitions resulfing from the consolidation of the power industry.

NEE is likely to encounter significant competition for acquisition opportunities that may becoms available 25 a result of the consolidation of the power industry

in general. n addition, NEE may be unable to identify atiractive acquisition opporturities at favorable prices and o complets and intagrate them successfully
and n a tmaly manner.

NEP's acquisitions may not be completed and, aven if completad, NEE may not realize the anticipated bensfils of any acquisitions, which coud
materially adversely affact NEE's business, financial condition, results of operations and prosgscts.

NEE may not realize the anticipated benefiis fom the Texas pipeline business. Although NEP has made a number of acquisitions of wind and solar
ganeration projects, he Texas pipeline business is tha first third party acquisiton by NEP and s NEP's first acquision of natural gas pipskine assels.

in the future NEP may make additional acquisions of assels which are inherently nsky and NEE may not realize the anticipated benefits of any acquisitions,
which couid matenally advarsely aflact NEE's businass, financial condition, rasulis of operations and prospects.

Nuctear Generation Risks

Tha construction, operation and maintenance of NEE’s and FPL's nuclear generation facilities invelve snvironmantal, health and financial risks that
could result in fines or tha closure of the facilities and in ncreased costs and capital expenditures.

NEE's and FPLs nuclear generation facilites are subject to environmental, health and financiat risks, including, but not limited to, those relating lo sits
storage of spent nuclear fuel, the disposition of spent nuclear fuel, laakage and emissions of viium and other radioactive alements in the event of a nuclear
acvident or otharwise, the threat of a terrorist altack and other potential llabilites arising out of the ownership or operation of the faciifies, NEE and FPL
maintain dacommissioning funds and extemal insurance coverage which are intended o reduce the financial exposure o some of thesa risks; however, the
cost of decommissioning nuclear generation faciliies could excesd the amount available in NEE's and FPL's decommissioning funds, and the exposure
Hability and property damages could exceed the amount of insurance covarage. If NEE or FPL is unabla io recover the addilional costs incurred through

insurance of, in the case of FPL, through regulatory machanisms, their business, financal condition, results of operations and prospects could be materially
adversely afleciad,

I the avent of an incident at any nuclear generation facility in the ULS. or at certain nucisar gensration facilities in Europe, NEE and FPL sould be
assesseod significant retrospective assessments andlor retrospective insurance premiums a8 2 result of their participation in a sacondary financial
protection system and nuciear insurance mutual companies,

Liability for accidents at nuclear power plants Is governed by the Price-Andarson Act, which limits the liability of nuciear reactor owners fo the amount of
insurance available from both privats sources and an industry retrospective payment pian, in sccordance with this Act, NEE maintains $375 miltion of private
Hability insurance per site, which is the maximurm obtainabis, and parhcipates in a secondary financial protection systam, which provides up to $13.1 biilion of
Hability msurance coverage per incident at any nuclaar reactor in the U.S. Under the secondary financial protection system, NEE is subjact to retrospective
assassments andlor retrospective insurance premiums of up to $1.0 billion {$809 mithon for FPL), plus any applicable taxes, per incident at any nuciear
raactor in the U.8. or at cartain nuclear generation facihiiss in Europe, regardiess of fault or proximity to the incident, payabla at a rate not to exceed $152

million ($78 mulion for FPL) per incidant per year, Such assessments, if levied, could maienally adversely affect NEE's and FPL's business, financial
candition, resulis of operations and prospects.

NRC orders or naw regulations related to increased securlly measures and any Redure safely requirements promulgated by the NRC sould require
NEE and FPL to incur substantial operating and capital sxpendituras at their nuclear generation facilitivs.

The NIC has broad authorly to impose licensing and safety-related requiremants for the operation and maintenance of nuclear generation faciliies, the
addition of capacily at existing nuclear generation facitifes and the construcion of nuclear generation facilities, and these requirements are subject to
change. in the event of non-compliancs, ha NRC has the authorily to impose finas or shut down a nuclear generation faciiity, or to take both of thesa actions,
dapending upon iis assessment of the severily of the situation, uril compliance s achievad. Any of the foregoing svents could require NEE and FPL to incur
incraased costs and capital expanditures, and couid reduce revenues,

Any serious nuciear incldent oocurring ata NEE or FPL plant could resultin substantial romediation costs and other expanses. Amajor incident at a nuclear
facutity anywhers in the world could cause the NRC to Himit or prohibit the operation or licensing of any domastic nuclear ganeration facllity. An incidantata
nuclear facility anywhere in the world aiso could cause the NRC 0 imposs
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additional conditions or other requirements on the induslry, or on ceriain types of nuclear generation units, which could increase costs, reduce revenues and
result in additional capital expenditures,

The inability to eperate any of NEER's or FPL's nuclear generation units through the end of their respactive operating licenses could have :;l material
advarse effect on NEE's and FPL's business, financial condition, resuits of operations and prospects.

The nperating licenses for NEE's and FPL's nuclear gensration faciiies extand through at least 2030. If the faciliies cannot be operated for any reason
through tha life of those operating boenses, NEE or FPL may be required to increase dspreciabon rates, incur impaimment charges and accelerats futura
decommissioning sxpenditures, any of which could materially adversely affect their business, financial condition, resulls of operations and prospects.

Various harxards posed to nuclear ganeration facilities, along with increased public attention to and awarsness of such hazards, could result in
increased nuclear licensing or compliance costs which are difficuilt or impossible to predict and could have a material adverse effﬁct on NEE's and
FPL's business, financial condition, rosults of operations and prospects.

The threat of terrorist activily, as well as recent intemational events Implicating the safsly of nuclear facilibes, could result in more stringent or complex
measures o keep facilibes safe from a variety of hazards, including, but not limited to, natural disasters such as earthquakes and tsunamis, as well as terrornst
or other criminal threats. This increased focus on safety could resull in higher compliance costs which, at present, cannot be assassed with any measurg of
eartainty and which could have a material adverse sffect on NEE's and FPL’s business, financial condition, results of operations and prospects.

NEE's and FPL's nuclear units are periodically removed from service to accommadats normal refusling and maintenance outages, and for other
purposes, If planned outages last longer than anticipated or if there are unplanned outages, NEE's and FPL's results of operations and financial
congdition could ba matarially adversely affected. .

NEE's and FPL's nuclear units are periodically removed from service to accommodate normal refueling and mainisnance outages, including, but not imited
to, inspacions, repairs and ceriain other modifications. In addition, oulages may be scheduled, ofien In connaction with a refueling outage, o replace
equipment, 1o increase the generating capacily at a particular nuclear unit, or for other purposes, and those planned activities increasse the time the unitis not
in oparation. In the event that a scheduled outags lasts longesr than anhcipated or in the event of an unplanned outage due to, for example, equipment Gailure,
such gutages could materiatly adversely affect NEE's or FPL's business, financial condition, results of operations and prospscts. .

“

Liquidity, Capital Requirements and Common Stock Risks

Disruptions, uncertainty or volatility in the credit and capital markets may negatively affoct NEE's and FPL's ability to fund their tiquidity and capital
neads and to meet their growth objectives, and can also materially adversely affect the rasults of operations and financial condition of NEE and FPL.

NEE and FPL rely on accass Io capital and credit markets as significant sources of liquidity for capitat requirements and other operations raquirements that
are not satisfied by operating cash flows. Disruptions, uncertainty or volatility in those capital and credit marksts, including, but notlimited to, the conditions of
the most recent financlal crises in the U.S. and abroad, could increase NEE's and FPL's cost of capital, if NEE or FPL is unabie to access regulany the capital
and credit markets on terms that are reasonable, it may have io delay raising capital, issue shortar-term sacurifiss and incur an unfavorable cost of capital,
which, in turn, could adversaly affgct ig ability to grow its business, could contribute o lower earmngs and reduced financial fexibility, and could have a
material adverse effect on its business, financial condition, results of operations and prospects.

Although NEE's competitve energy subsidiaries have used non-recourse or fimiled-recourse, project-specific or other financing in the past, market conditions
ang other factors could adversely affect the fulurs availability of such financing. The Inability of NEE's subsidianes, including, without imitation, NEECH and
NEP and their respective subsidiaries, lo access the capital and credit markets to provide project-specific or cther inancing for elactric generation or other
faciities or acquisitions on favorable terms, whether because of disruptions or volatility in those marksts or otherwise, could necessitate additional capital
raising or borrowings by NEE and/or NEECH in the future,

The inability of subsidianes that have exisling project-spacific or othar financing arrangements to meet the requirements of varicus agraeements reiating to
those financings could give rise to a project-spacific financing default which, If not cured or waived, might result in the specific project, and polentially in some
limited instances its parent companies, baing required o repay the associaled debl or other borrowings eardier than otharwise anticipated, and if such
repayment wera not made, the lenders or securily holders would generally have rights to foreclose against the project assels and related collateral. Such an
ocourrancea aiso could resultin NEE expending addiiona! flunds or incurnng additional obligations over the shorter term to ensure continuing compliance with
project-specific financing arrangemants based upon the expactation of improvement In the projects performance or financial returns over the longer term,
Any of these actions could materially adversely affact NEE's business, financial condifion, results of eperdtions and prospecis, as well as the avadability or
terms of future financings for NEE or its subsidiaries.
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NEE's, NEECGH’s and FPL's inability to maintain their current credit ratings may materially adversely affact NEE's and FPL's liquidity and rasults of
opaerations, limit the ability of NEE and FPL to grow their business, and increass intorest cosis.

The mnability of NEE, NEECH and FPL to maintain their current cradit ratings couid malerially advarsely affect their ability io raise capital or oblain craditon
favorablg larmas, which, in fum, could impact NEE's and FPL's abitity to grow thair business and service indebledness and repay borrowings, and would likely
increase their interest costs. In addition, cartain agreemsnis and guarantes arrangements would requie posting of addiional coliateral in the event of a
ratings downgrads. Soms of the factors that can affsct cradit ratings are cash flows, liquidity, the amount of debt as a component of tola) capitalization, NEE's

overall business mix and political, legisiative and raguiatory actions There can be no assurance that one or mora of the ratings of NEE, NEECH and FPL will
not be lowerad or withdrawn entirely by a rating agency.

NEE's and FPL's liquidity may be impaired if their credit providers are unable to fund their credit commitmenis to the comp
current credit ratings.

or to maintain their

The inability of NEE's, NEECH's and FPL's cradit providers to Rund their credit commitments or v maintain therr current credit ratings could require NEE,
NEECH or FRL, among othar things, lo renegoliate requirements in agreements, find an altemative cradit provider with acceptable credit ratings to mast
funding requirements, or postcash collateral and could have a malerial adverse effect on NEE's and FPL's liquiddy.

Poor market performance and other aconomic factors could affect NEE's defined benefit pension plan’s funded status, which may materially
adversely affoct NEE's and FPL's business, financial condition, liquidity and resulls of operations and prospects.

NEE sponsors a quahfied noacontributory defined benefit pansion oian for substantially all employees of NEE and its subsidianes. A decling in the markst

value of the assels hald in the defined banefit pansion plan dus o poor investment petformance or other factors may increase the funding requirements for
this obligation, .

NEE's defined benafit pansion plan is sensilive lo changes in interest rates, since, as interest rates decrsass the funding habiliies Increase, potentally

increasing benefits costs and funding raquiraments, Any increase in benefits costs or funding requirements may have a material adverss effect on NEE's and
FRLUs business, financial condiion, liquidity, results of operations and prospecis.

Poor markst parformance arngd other economic factors could adversely affect the asset values of NEE's and FPL’s nuclear decommissioning funds,
which may materially adversaly affoct NEE's and FPL's liquidily and results of operations,

MEE and FPL are required to maintain decommissioning funds o salisfy thelr future obligations lo decommission their nuclsar power plants. Adecline n the
market value of the assels held in the dacommissioning funds due fo poor mvestment parformance or other factors may increase the funding requirements for

these obligations. Any increase in funding requitements may have a matsrial adverse effect on NEE's and FPL's business, financial condition, resulls of
oparations and prospects.

Cortain of NEE's investments are subject to changas in market value and other risks, which may materially adversely affect NEE's liquidity, financial
resuits and results of operations,

NEE holds other mvesiments where changes in the fair value affect NEE's financial results. In some cases there may be no obsarvable market values for
thase investments, requiring fair value estimates to be based on other valuation techniques. This type of analysis requires significant judgment and the actual
values realized in a sale of hese investments could differ materially from those estimated. A sale of an lnvesiment below praviously estimated value, or other

dectine in the fair value of an investment, could resultin losses or the write-off of such invastment, and may have a material adverse effact on NEE's Hguidity,
financial condition and resulls of oparations.

NEE may be unable to mest #is ongeing and future fnancial obligations and to pay dividends on ity common stack if its subsidiaries are unable to pay
upstream dividends or repay funds to NEE,

NEE is a holding company and, as such, has no mataral operations of ils own. Substantially all of NEE's consolidated assets are held by its subsidiaries.
NEE's abiity to meet its financial obhgations, including, but notiimited o, tls guarantesas, and o pay dividends on its common stock is primarily dependent on

its subsidiaries' net income and cagh flows, which ars subject 1o the risks of their respeciive businasses, and their ability 1o pay upstream dividends or o
rapay funds fo NEE,

NEE's subsidiaries are separats legal enlitiss and have no independant obligation to provide NEE with funus for its payment obligafions. The subsidiades
have financial obligations, including, but not limited fo, paymant of dabt servics, which they must satisfy before they can provide NEE with funds, I addition,

in the event of a subsidiary's liquidation or reorganization, NEE's right to paricipate in a distribution of assels 1s subject to the prior claims of the subsidiary's
creditors.

The dividend-paying ability of some of tha subsidiaries is limited by confractual resirictions which are contained in outstanding financing agresments and
which may be included in future fnancmg agreements. The future enactment of laws or regulations aiso may prohubit or restrict the ability of NEE's
subgidianes fo pay upstream dividands or to repay funds.
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NEE may be unable to meet its ongeing and future financial obligations and to pay dividands on its common stock if NEE is required to perform under
guaranteas of obligations of its subsidiaries.

NEE guarantees many of the abiigations of iis consolidated subsidiaries, other than FPL, through guaraniee agreemenis with NEECH. These guaraniees
may requira NEE o provide substantial funds to its subsidiaries or their crediiors or counterparies at 8 ime when NEE is in need of liquidity to maat its own
financial pbligations. ?unrﬂng such guarantees may materially adversely affect NEE's abchty to meet its inancial obligations or to pay dividends.

NEP may not be able to access sources of capital on commarcially reasonable terms, which would have a material adverse sffoct on its ability to
consummate future acquisitions and on the value of NEE's limited partner interest in NEP OpCo.

NEE understands that NEP expects io fnance acquisiions of clean snergy projects partially or wholly through the issuance of additional common units, NEP
neads 10 be able to access the capital markets on commaercially reasonabls tarms whan acquisiion opporiunities arise. NEP's ability io access the equity
capital markets is dependent on, amony other faclors, the overall stale of the capital markels and investor appetite for investmentin clean snsrgy projects n
general and NEP's common units in partcular. An inability o obtain equity financing on commercially reasonabis terms could Imit NEP's ability fo
consummate future acquisitions and to effectuate its growth strategy in the manner currently contemplated. Furtharmore thare may not be sufficient availability
under NEP OpCo's subsidiadies’ revolving cradit facility or other financing arrangements on commercially reasonable terms when acquisiion opporunities
arise, If dabt financing 15 available, d may be avallable only on terms that could significantly increass NEP's interast sxpense, impose addibonal or more
restricive covenanis and reduce cash distributions to its unitholders. An inability to access sourcas of capital on commercially reasonable terms could
significantly imit NEP's ability to consummate future scquisiions and to effectuate lis growth strategy. NEP's inability to effectively consummate fulure
acquisitions could have a material adverse effect on NEP's ability 1o grow its business and make cash distributions to its unitholders.

Through an indirect wholly owned subsidiary, NEE owns a limited pariner interest in NEP QOpCo. NEP's Inability to access the capital markeis on
commercially reasonable terms and effectively consummate future acquisitons could have a material adverse effact on NEF's ability to grow its cash
distributions to iis unitholders, including NEE, and on tha vaiue of NEE's limitsd partnership interest in NEP OpCo.

Disruptions, uncertainty or volatility In the cradit and capital markats may exert downward pressure on the market price of NEE's comman stock.

The market price and trading volume of NEE's common stock are subjact to Ructuations as a result of, among other faclors, general credit and capital market

conditions and changes In market senfiment regarding the opsrations, business and financing stralegies of NEE and its subsgidiaries. As a resul, disruptions,
uncartainty or volatility in the credit and capital markets may, for example, have a material adverse effect on the markst price of NEE's common stock.

item 1B. Unresolved Staff Comments

None
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itemn 2. Properties

NEE and its subsitanas maintain properhes which are adenuate for their cpsrations; the pnncipal proparties are described below.

Generation Facilities

i 8

At Decamber 31, 2015, the slectric generation, ransmission, distribulion and general facilites of FPL reprasented approximately 50%, 11%, 33% and 8%,
raspectively, of FPL's gross investment i elechic utifity plantin sarvice and other property. At December 31, 2015, FPL had the following generation facilites:

Plet
Ho. Capatilty

FPL Faciities Location of Units Fual (M
Eossl
Combinad-cycle

Caps Canavaral Cocos, Fi. 1 Gas/Oi 1.210

Fort Myars Fort Myers, FL 1 Gag 1470

Laudercdake Danta, FL 2 GasiOn 084

Maratas Parrigh, FL 1 Gas 1,141

Martin indlantown, Fi. 1 GasiOUS0lar Tharmsl 1493 o

fMartin Indiantown, FL 2 Gas 738

Riviera fiviara Basoh, FL 1 GosiOf 1212

Sanford Laka Monroe, FL 2 Gas 210

Turkey Point Fiorida Cey, FL. 1 CiasiQi 1,187

West County Wast Faim Beach, Fi, 3 Gas O 3,657
Steam turbnas

Cadar Say Jacksonvile, Fi 1 Coal 250

Mangine Parrish, FL 2 GasiOk 14818

Martin Indiantown, FL 2 GasiOf 1,428

BL. Johns River Power Park Jacksonvile, FL 2 CoalPetrolaum Coke 284

Schargr fonrge County, GA 1 Coat 834 o

Turkey Poird Florida Chty, FL 1 CasiOit 336
Sinpla-cycls corbustion turbines

Fort Myers Fort Myers, FL 2 GasiOl 314
Gas turbireg

Fort Myers Fort Myers, FL 11 [s}:] 504

Lapderdaie Danla, FL 24 Gasinl 824

Port Bvergiades Port Evaergladas, FL 12 Gas/Of 412
Nuclear

8i. Lueis Hutchinson tsland, FL P4 Nuclear 1821 W

Turkey Point Florkla Clty, FL 2 Nuclear 1,632
Sular PV

Dasuto Zycadia, FL 1 Saolar PV 25

Bpacs Const Cacos, FL 1 Solar PV 0
TITAL 5284 -

{g}  Rapreseats FPL's net ownastup etsast vowamm seathar teskeyy capaliidy
) The megawatis geneosiad Dy the 75 MW solar tharmat hybnd facility rapiace steam produced by des urt and therefore are 501 ncrementat,
e} Poprastals FPPUs 20% twnesaip inrrest i wach of $IRPP Unds Nog. 1 amd 2, afueh as ontly owned w i JEA,

{4} Represents PR approxinalely 78% ownership of Scheree Uit No, 4, which s junily owned wilts JEA,

(5} E.chdes Oando Utihes Castern ssion’s and 11e Parvle Munsinal Powsr Agancy's combarmd sham of agproserately 19% of SE Lugse Ur No, 2.
(11 Bubstantally atof EFLs properhds are subjmct (0 the en of FPL's mortgegs.
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NEER

AtDecember 31, 2015, NEER had the following goneraton facilites (see ltem 1. Business - I, NEER - Gansraéson and Other Operations - Confracted,
Merchantand Othar Operations for definihon of cantracted and merchant facilijes)

Mt
MEER Facdities L.ocgbon Fual C(ﬁ{:;?;?
Gonvaated

Adglaide Wingio) Middisssx County, Ontano, Canads Wind 80
Ashiabu'a Wingike) Bames County, ND Wind 148
Ashtabila Wins 1) Gnggs & Steels Countiss, ND wind 120
Ashiabula Wing 111f% Bameas County, NI Wsd 62
Baliwin Wirdiba Burlegh County, ND Wind 102
Hackwail Wind®m Kay E)oun:y. [#]:4 Wing 80
Bruswatsr WingPkd) Huron County, Onlane, Canada whnd -
Horrdals Wing®) Middissex County, Unlarin, Qanada” Wind H 3
Brackinndgeicl Garfiekt County, OK Wing o8
Buftals Ridge Lincoln County, MM Wwind 8
Butler Rudgs Winghics Doxige Counly, Wi wind ' L]
Cabaxon® Riversids County, CA Wind 8
Carmssl Winals! hat Carson County, CO Wl 150
Cadar Bluf] Windis} Ellis, Ness, Rush & Trege Countima, KS wind 188
Cerro Gordo®) é:etm Gordo County, (A Wind 41
Cimarontt {Gray Dounty, K§ Wind 188
Conesiogs Wingdie} Watingtan Coundy, Oatario, Canada Wind 23
Crystal Lake (¥} Mangoek County, 1A Wind 180
Crystaltake B Winnebego Gounly, 14 Wikt 200
Crystal Like Hid Winnstago County, 1A Wind [
Day County Wind®™ Day Courty, S0 wing 23
Dilablo Wingd Alzmada County, CA Wind 20
£oet Durham Weand Gray County, Ontare, Canada wind 22
Btk City Winabxs : Roger Mits & Backham Countles, OK wing €9
Bk City Wind 4 ¢ Rogur Milis & Sackbam Counties, OK L Wiad 101
Endesvor Wind Gacecla County. 1A Vg 100
Endesvor Wewd 1 Tscevls Counly, 1A Wit 0
Ensign Wind Gray County, X3 . Wintt 99
Ghost Pine Wing Kneshilt County, Albenta, Canady Wing 82
Goldan Hills Windc) Alamade County, CA Wing 88
Golden West Wingl! £l Pase County, CO wind 248
- Coshant Huren County, Gnienie, Canads J ’ Wird 102
Gray Gounty Gray County, K3 Wind 12
Grean Power Rivarsids County, CA ) Wi 7
Hancook Soundyt! Haneock Gounty, 1A Wentd 23
High Wings! Sotens County, CA Whied "2
inthan Moss Pecos County, TX whnd 33
Javaloa Wipo®! Wabdy County, TX W 50
Jdencho Wingexd Lamblon & Muivtesex Counties, Ontans, Canada Wind 148
King Stonean®¥l Upten County, TX Wing P!
Lahe Benton {2} Mipastons Counly, MN Wind 103
Langunn Windixel Cavaller County, ND Wind 118
Largdon Wind 1) Cavalier Sounty, ND Wnd 41
Los / Dealh Wind Lon & Dekaldy Gountes, il Wind 217
Larrgrs He G} Lincoin, Elbert & Ampahos Countiss, 00 Wind 20
Lanon linge Lincoin, Eert & Arapahos Counties, GO Wind o0
Limoey Hifex™ ’ Uincoin County, CO Wingd 20
Lagon Windle , Logan Guunly, CO Wene g i
Majestic Wingbke) Carsoa County, TX Wead ’ i
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“mmataer Wind (1}
Maminoth Plaing Wosd
Mayersdainis

LA Bunol

Minns Wingb

Muce Nied i

Hineo Wird Hitoed

Sarson 4 Potter Counties, T

Dawoy & Bigwa Counbes, OK

Serarsat County, Fa

Fayelia County, PA

Gendy Sounty, X

Geasdy & Caddo Cou s, OK

Grady, Caddo & Canadicn Courtes, 0K
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Wind
Wind
s
Mind
Wind
Wing
Wit
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thie af Candeniy

<
) © NMet
Canstubly
NEER Fazities N Location Fuel My

Moitazumn VWnd) Befans Counly, CA Wing a7
Montazuma Wind 1) Solsne Counly, GA Wind )
Mount Copped Gaspdsw, Quebso, Canuda wing 52
Mount Millestol Gazpasie, Qusbee, Canada Wind 52
Mountainasr Windi} Prmston & Tuckar Countios, WV Wing a8
Mowar County Wingiel Mowe County, MN Wing 59
Pew Mouco Wing®) Quay & Dabaca Countas, NM Wind 204
North Gakotn Wind®) Laktoure County, ND ‘Ay/m;} 82
Rorth Shy Rivar®} Ham Qounty, CA Woad 182
Nortwm Coloragobad) Logan County, OO Wad 174
Okiahoma / Seoner Wind®) Hamar & Woodward Counties, OK Whng g2
Cirvwr Courdy Wing 16} Dlwer County, N Wind 51
Cliver County Wind 1t Chvet County, ND Wing 48
Pain Durg Woneile Hanaford & th‘dt;&a Counting, TX Wing 250
Pastz Table Wi{td(ﬂ) { ngan County, $O Wird . 189 ,
Pernn Ranoh Wingbed Cooomne County, A2 Wy 9%
FPheasam Run 1) Huton County, M1 Wind 75
Pubnice Pomgitt Yarmouth County, Nova Scotm, Carada Wind 3
Rad Mosa Wind Cibcda County, MM Wiing 102
Badag Wl Deawsy County, OK Wied 198
Zathng Wing 1) Gewey & Woodward Counties, OK Windg 100
Shy Rivard} Kom County, CA Wiret 73
Bomerget Wind Powsg®! Somarset County, PA Wirnt ]
Youth Dokola Wing®! Hyte Counly, SO ot Wng 41
Bouthw ost Masa® Upten & Erockatt Counties, TX | Wit 74
Statahnebic) Umatiia Counly, OR and Waita Wabis County, WA Veind 08
Rinein Foixloye) Jellamon & Gage Countios, NE Ming 5
Btury County Windbxe} Siory County, JA‘ Wirnd 150
Stary County Vandg 1B} Slory & Herdin Count es, 1A ) wing 156
Summerhavean®id Haldmand County, Onteno, Canada vhawt 124
Tuscola Bay®xd Tusrols, Bay & Saginaw Countias, Mt W 1268
Tuscols i Tuscola & Bay Gounties, MY Vg 100
Vansyctedt Umatifis County, OR Wng 25 !
Vaowycie (H) Umatidla County, OR Pdous 99
Vasco Windstet Contra Costa County, TA Wyt H:
Waymanid Wayne County, PA Wind 85
Woathartont vindhl Custor & Washita Counties, OK Wy 147
Wansinglon Spongs Winebiel Jeroukd County, 8D W.aa §1
While QOoitsie: Metean County, H, Vg 150
¥iton Wiyl Hurdewgh County, ND wWing 49
Wiktan Wing 10} Butegn County, NO Wi 50
Windpower Partng 183303 Riversida Gounty, CA Wt 50
Waodward Momian Upton & Pogos Countos, TX Wind 180
Ivestrrants in joint vorntures - Gedar Foiat If Wing Lembton County, Ontans, Canada Wt a0

Total Contracled Wiod 10,571
Adatante | Bolartrn Zsn Bemevding County, TA LCosar PY 20
Adt shante 1 Sobud¥a Ban Bernardno Counly, TA Sotar PY ?
Genagiadit Fuverside Counly, CA Bufar Thareg] 250
Hateh Soiac Hatch 4M Solar CPY &
MeCoy Saladta Fvarsiga County, CA Botar PY 128
Moxa Solgeidt Larobton County, Cntaro, Canade Sotar PY 20
Morstipn Vigw Sala®) Clark County, NV ) Gedur PV 20
Ponta Termosoiar i 4 449 Madngatnn Spsta So'sr ¥ hotrst 100
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Ghattar Solarkya
Pivar Stale South Soterts
Sombra Solarbe
Treeastnoeis a joet vaniures:
Desart Sunighi®)
SEGS 1100
Distnnsded yaparation

Tatat Contrmeted Soiar

Kem County, 0A
Clark County, 19/

Lavibton Counly, Ortarn, Canaga

Rwereits Qounty, 0A
Kramar Juretion & Hompar Leke, CA
arous

s
2%

Botar PV
Dol BY
Zolar PY

Sedar PV
Solar Tharmal
Solar PV

275
47

1,421
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Toble at Cuntonis

Nat

Capabiliy
NEER Facistisy Loeation Fual (v
Hayseater @ Far Rotkawsy, NY Gan * 58
Jamalcs Bayd) Far Rockaway, NY Gasint 54
Mernus Hook 7505 thdrcus Kook, PA Gas 744
investments n mint vanturss - Bellingham Bathngham, MA Gas v 150G
Total Contraciod Natural Gas 1,004
Dusnd Amiokd ' Pala, 1A Nucizar ‘a3
Point Baach Two Rivers, Wi Nuciaar 1,180
Tolal Contrasiad Nuclear ¥ 1,621
Total Contractad 14,217
HMarchent ’
Blyg Summiticxn Wilbarger County, TX Wing 138
Calkshan Dhaded) Taywr County, TX Wind ART]
Capricam Rulgel® Steding & Coka Counties, TX Whnd 384
Cagncom Ridge Expsnsonis) Sterting & Coke Countins, TX Wi 298
Harsa Hollow Wing®} Taylor County, TX Wind k)
Hornm Hollow Winsg 18} Tayior & Molan Countiss, TX Wind 289
Horsa Hollow Wand Hi®) Naotan County, TX Wing 234
Raod Canyon Winghb! Borden, Garzs & Scunry Countimg, TX , Wing 24
Walt Birige Winglciat Cockes Gounty, TX Windd 112
Tatat Merahant Wind L4 ) 1583
Paradise Solar Wast Deptioed, NJ Sotar PV - 5
Tomey®l ! Fomasy, TX Gas 1,824 7t
Lamar Powar Farinersi®l Pasis, TX Gas 1060
Marcus Hook 50 - Marous Hook, PA Gas 0
fnvastment ain ot vaniure - Sayrevills Sayrevilie, NJ Gax 145
Total Merchant Naturst Gas - 3,078
Nugiear - Seabrook Seabrook, NK ! Nuctens 1,100 1
Maoins - Cape, Wynen Varu - ME o 758 &
Total Marchant § 8,823
Tolal Ganersting Capabuty 3 21140
Moncoatroling intoras {450
Total Nat Genamiing Capabéty 20,880
{#} Rep ’ NEER’S nat P wdurest n plant capacity, : !
h} Those 818 by hens against their agasls ae:urnc vam}us ﬂnancms
ey NEER awns thess wind facddies togethar with fheedpatty tors with Stup 1s. Ses tiota 1 - Sale of O ! hembarship |
4} These generstion fachilew are part of the NEP portfolo and sulject 19 an app tely 23.2% ling interest,

tey  Vanous fmancings are setured by the platgs of NEER'S mmemberstup intarasts m the entilies owning thass wind facitios.
Thase gneration csbes hayve approximatay 325 MW ot generatlng capacity that 15 not fully somuniited undor fong-emm contracls.
{4} NEP owna an approwanately 50% aquily method invastment in these solar projects. Sea Nota § - NEER, J
{h}  Exchiies Central lown Powsr Cooperativa and Com Bl Power Cooperative s comb ned share of 30%.
(] See Note 1 - Assels ant Liabihes Associatod wih Asxsats Held for Sale for dacussion of the panding sale of thess facotes
) Exsludes Massochusaits Monicpal Wholesals Electne Comopany's, Taunton Mufs\cisal Laghting Plant's and Hudsuu Light & Power Deparimant's combiad ahams of 11.77%
ik} Excludes six olher ensmgy-relgied patnens’ combined shara of 16%.
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Transmission and Distribution

At Dacembar 31, 2015, FPL ownad and operated 601 substations and the following electric transmission and disribution lines:

Tranch and
Nominal Qverhead Lines Supmarine
Volags ChreuitiFola Mies Cables Mies
500 kV 1.108 ® —
230 kY 3,197 285
138 kV 1,584 52
113 kY 748 e
89 kV 164 14
Tetal circuit miles 8,808 o1
Less than £9 kV {pola miles) 42,301 25,50&3‘

12} Inchudas agproximalely 75 miles ownod jintly with JEA

AtDecarvher 31, 2015, NEER owned and operated 182 subsiations and approximately 1,088 circuit mites of ransmission lines ranging from 69 kV o 345 kY
and NEET owned and cperated 8 subslaions and approximately 824 circuitmiles of 345 kV transmission linas.

See Hem 1. Business - NEER - Genaration and Cthar Oparations - Natural Gas Pipelines for a description of NEER's natural gas pipslines in operation.
Character of Qwnarship

Substantially all of FPL's properties are subject fo the Hlen of FPL's morigage, which secures most debt securifies issued by FPL. The majority of FPL's real
properly is held in fee and is free from other encumbrances, subject to minor exceptions which are notof a nalure as o substantially imparr the usefuiness o
FPL of such proparties. Soms of FPL's elechic lines are located on parcsis of land which are not owned in fee by FPL but are covered by necessary consents
of governmantal authontiss or rights obtained from owners of private proparty. The majority of NEER's generaton faciliies, pipeline facilities and transmission
assets ars owned by NEER subsidiaries and a number of thuse faciliies and assats, including all of the Texas pipelines, are encumbarad by liens securing
vatious financings. Addifionally, the majority of NEER's gansration facilifes, pipeline faciities and tranamission lines are located on land feased or under
sasemeant from owners of private property. The majority of NEET s transmission assets are encumbsered by lens securing financings and the majority of its
transmission Hnes are located on land leased or under eassment from owners of private properly. Ses Generatian Facihifes and Nots 1 + Elsciric Plant,
Depraciation and Amortization.

ltern 3. Legal Proceedings

NEE and FPL are parfiss to varous legal and regulatory proceedings in the ordinary course of thair raspective husinesses, For infarmation regarding legal
praceadings that could have a matenal adverse affect on NEE or FPL, sse Note 14 - Legal Proceadings. Such descriptions are incorporatad harain by
reference.

{tem 4. Mine Safoty Disclosures

Not applicable
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PART I
item 5. Markst for Registra;’tts' Common Equity, Related ‘Stockholder Matters and {ssuer Purchases of Equity Securities

Common Stock Data. Alt of FPL's common stock is owned by NEE. NEE's common stock is tradad on the New York Stock Exchange under the symbol
"NEE" The high and low sales prices for the common stock of NEE as raported in the consolidated transachon reporting system of the New York Stock

Exchange and the cash dividends per share declared for each quarter during the past two years are as fctl?ws: -
2015 2014
Cash Cash
Quarter High Low Dividends High Low Dividends
First $ 11284 § 8748 $ 077 8 96.13 § 8397 § Q738
Sscond 3 10663 § 9723 % 077 3 10251 § 8328 $ 0.725
Third s 10888 § 93.74 § oyt 8 10246 % 8178 5 0.725
Fourth 3 "10585 3 9584 § 077§ 11084 § 8033 § 0.725

The amount and tming of dividends payabla on NEE's common stock are within the sole discretion of NEE's Board of Directors. The Board of Directors
raviews the dividend rale at least annually {generally In February) to determine its appropristeness in light of NEE's financial position and results of
operations, legistative and regulatory developments affecting the slecine utility industry in general and FPL In particutar, compettive condions, changs 1n
business mix and any othar factors the Board of Directors deems relevant, The ability of NEE to pay dividends on its comman stock is dependant upon,
among other things, dividends paid 0 it by its subsidiaries. There ara no resinctions in effect that currently limit FPL's ability to pay dividends to NEE. In
February 2016, NEE announced that it would increase its quartarly dividend on its common stock from $0.77 per share o $0.87 par share. See

Management's Discussion - Liquidity and Capital Rescurces - Covenants with respect to dividend rastricions and Note 11 - Comman Stock Dividend
Restictions reganding dividends paid by FPL 1o NEE,

As of the close of business on January 31, 2018, hera were 20,219 holders of record of NEE's common stock.

fssuer Purchases of Equily Socurities, Information regarding purchases made by NEE of its commen siock during the three months anded
Decaember 31, 2015 is as follows: o

Total * ' Maximum Number of
Numbar Avarage Total Number of Shares Shares that May Yetbe

of Shares Price Paid . Furchased as Partofa Purchased Undsr the
Period Purchaseds Par Share Publicly Announced Program Program®
10412015 - 1073115 - - — 13,274,748
FHY2015 - 11730018 2487 % 10043 s 13,274,748
121720186 - 123115 . o 1,063 § 88 01 o 13,274,748

Total i 3550 % 99,74 e

(@ includes. (1) n Movember 2018, ahares of common stock wikheld from employess to pay senain withholding taxss upon the vasting of stock swards granted 1o such employess under tha NextEr *
Entrgy, Ing Amended and Restated 2011 Long Tarm Incantive Plan, and (2} In Dacember 2015, sheras of common stook withhald from empinyess 1o pay certain withholding laxes upon the vesting
of stock awards granted 10 such employses undor the NoxiEm Enamy, Inc. Amanded and Restatad Long-Term incentive Pian (formar LTIP) and shares of common stock puichased &% #
ranvestment of dyedends by ths tustes of 8 grantor tnust in ¢ ion with NEE'S obig under a February 2008 gront unger the former LTIP to an tve officer of daf t share
awEds.

b} in February 2005, NEE's Bohns of Diractors suthonzed comman 3lock sepurchases of up to 20 milton sharss of commun stock over an unspacihan panod, which authanzation was most recenily
raaffemed and raetdiad by the Board of Dreciors i July 2011,
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items 6. Seleactad Financial Data

Years Ended Decamber 31,

2015 014 2013 212 2011
SELECTED DATA OF NEE (milions, sxcapt per share armounts 2
Dparaing revenues $ 17488 § {17021 $ 15136 0§ 14286 % 15340
lecama from continung operationgs $ 2,168 3 2468 % 1877 0§ 1911 % 1,923
Nat incometx! 3 2,762 8 2458 0% 1508 ¢ 1,911 $ 1.823
Nat incoms attributadle to NEE:
Income from continuing operations® $ 2152 % 2485 % 1877 8 1,911 $ 1.923
Cain from discontinued operations®! — — 231 o o
Totat $ 2752 § 2485 % 1908 % 1911 4 1,923
Earnings per share attributable to NEE - basic:
Continumng operations® $ 8.1 $ 587 0§ 388 0§ 453 8 4,62
Net income®: $ a.11 3 2.67 3 450§ 453 § 4.62
Earnings per share sftributable to NEE - assumirg diution:
Continuing operatons™ $ 306 3 80 0§ 393 % 456 § 4 59
tiat incomeiers $ 66 8 5.0 3 447 % 456 % 4.5%
Crividends pakt par share of common stock $ X+ S 1 28 8 264 3 240 % 2.20
Total agsetsk $ 82478 3 74808 $ 69007 3 84144 $ 585833
Long-term dobt, exchuding current maturdiasit $ @68 0§ 24044 0§ 22870 0§ aEm $ 20,585
SELECTED DATA OF FPL (mdions
Operating revenuss $ 11,851 % 1142y 3 10445 114 $ 10813
Netincome 3 ih48 & 1817 % 1349 § 1,240 % 1089
Total aasetad $ 452 $ 39252 0§ 3B420 0§ MTBE 3 NTEG
Lorg-term debt, excluding current matu iles® $ 8,958 3 4328 3 8,405 3 3,262 3 7427
Energy sates (kWh) 120,032 113,196 107 643 403,109 108,662
Energy saks:
Residenilal 43.0% 48.8% 50.1% 50 8% 51.2%
Commercial 38.8 40.4 42.1 43.0 422
{ndusiri 5 28 27 28 29
isrohangs nowsr Saies &1 28 2.3 0.7 a8
Otherte 6.5 5.4 2.8 28 28
Total 100.9% 100.0% 106.0% 100.0% 10G0.0%
Approximats 80-minute pesk load (MWD
Sumymer sgason 22,117 22,900 21,878 21,440 21,618
Winter season 20,541 18,718 18.028 16,028 17,234
Average number of customer accounts {thousands):
Reskential 4227 4,159 4,097 4,052 4,027
Commersial 833 528 517 312 508
ndustrial " 0 10 g ]
Qther 4 4 3 2 3
Total 4,775 4708 4827 4,578 4,547
Avarage price bdiad to customers {cents par KWh) 9.48 967 8.47 9.51 383
{8} Weoudes sl uneesized mackionsiket atiertax galns fosses) associated with son-qualfying hadges of approumately $142 vublon, $193 milsos, ${53) switlon, $(34) milton and §1%) milion,
raspactivaly, Alse, an an aftertax hasis, 2013 nehides mpainnent and otior charges related 10 tha Span Solr projects of approxirately $342 millon and 2041 wcludes ioss oo the sate »f natural
gus-fired i ton sesats of unata’y 98 miton, Ses Mansgement's Discusson - Orarview « Adwoted Earmngs

@y 2013 158 an pliertax galn from g tisrmst

of $431 rsflon Ses Nula B,

v} Irchunss sasets Fuid (o soin of approamately $1,008 midon w 20138 ang $235 mithen i 2012, Sae Note 1 - Assets and Liabditees Associated with Assers baid for Sale

4y Rattects rect of dent
i) Inctutas the aal charags m vrosing el

costs oy 2071 through 2014, Seaa Nate | - Gebt Isswencs Costs,

i3 Wenter season nciudes November and December of the curant year and Jacuary to March of ton fotowing year (for 2015, shrough February 18, 2018),
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itorn 7. Mahagement's Discussion and Analysis of Financial Condition and Results of Operations
OVERVIEW

NEE's operating performance is drven primanly by the opsarations of its two principal subsidiaries, FPL, which serves approximately 4 8 mifion customer
accounts in Flonda and is one of the largest rate-regulated elackic utiliies iIn the U.S., and NEER, which togather with affiliated entities is the largest
generator in North America of renawable anergy from the wind and sun based on MWh preduced. Tha table below presents net income {loss) attributable to
NEE and eamings {loss) per shars, assuming diulion, atiributable to NEE by reporable segment - FPL and NEER, and by Corporate and Qther, which is
prmanly comprised of the opearating resulis of NEET, FPL FiberNet and other business aclivities, as well as other incoma and expense itams, Including
interes! expanss, income taxes and eliminabng entrias {see Note 15 for addilional ssgment information, including reported results from continuing
operations). Tha following discussions should be read in conjunction with the Noles 'o Consclidated Finencial Stalements contained herain and all
comparisons are with the comesponding items in the prior year,

f

1

f:let income (Loss) Altibutable Eamings {Loss) Par Sharae,
fo NEE assuming diution
Yeoars Ended Decamber 31, Years Ended December 31,
2018 2014 2013 M8 2014 2013
{miflions)
FeL § 1848 § 1517 & 1349 0§ 383 0§ 345 0§ 318
NEER{aHY 109z 988 588 241 225 130
Corporate and Othedtt . 12 {81} 3 262 {0.10) - 3.0%
NEE ! § 2,752 $ 2488 $ 1508 % 806 § 560§ 4.47

{a)  NEER's rasulls reflsct &n atiocation of intarest gxpense from NEECH based an @ deamed capital structure of T0% dabl and allocated shamd sarv-cs sosty
(b} NEER's and Corporate and Qthers results for 2014 and 3013 wane 5 y adusied i mflsct 8 changs as furthar 4 scusasd . Note 15,

Buring 201;1, NEP, through NEER, was formed to acquire, manage and own contracted clean energy prolects with stable, long-term cash flows through a
limited partner interest in NEP OpCo. On July 1, 2014, NEP complated its IPO as further describad in Note 1 - NextEra Energy Pariners, LP. See ltlem 1.
Business - Il NEER. In Decermber 2014, NEE and HE| announced a proposed merger. See item 1. Business ~ Ovarview.

For the five years ended December 31, 2015, NEE delivered a total shareholder retum of approximately 137 (%, above the S&P 500's BD.8% retum, the S&P
500 Utilites’ 88.8% return and the Dow Jones U.8. Electricily’s 61.7% retumn. The historical stock performancs of NEE's common slock shown in the
performance graph below is not nacessarily indicative of future stock prics performanca. )

COMPARISON OF 5 YEAR CUMULATIVE TOTALRETURN® ‘
e HEtEFAENOMY AT
- SER 50
wece SRPETL N e

5300 T e Doy Jones US E seli oy

$250
S0

$150

$100 .
LA SRR R N7 Y1 - S 7 IR 1
. TiedEra Brergy e {606 12168 14369 18388 23h73 22898
859 58P ca0 WOG0 10211 11845 12682 17828 18075
8P 500 Urities W00 11991 248 1YHL W 1877
gy DO dones US Eiecuciy W0 T3 HIEEI 10281 17088 18174
wie 1314 1412 14 12114 1215

Rivseetdon IR watotrme piey SUurag v stment ol e ds
Fun ot s dae vty Dot e nber 3

Oy § o BRSSP ademand Mot b T ot Adogitargserot
Comt P Qow Jooes & Qo MLy worresn

A

0000897



Aahls e Contorsy

Adlusted Earnings

MEE prepares itz financial statsments under GAAP. Howaver, managemant usas eamings excluding cerain items (adjusted samings), a non-GAAP fnancial
measure, intsrmally for Snancial planning, for analysis of psrformance, for reporling of results to the Board of Direclors and as an input in determining
parformance-based compensation under NEE's amployes incentive compensation plans. NEE also uses adjusted sarnings when communicaling its
financial results and samings ouliook to analysis and investors. NEE's management balieves adjusted eamings provides a more meaningful reprasentaton
of the company's lundamental eamings power. Although the excluded amounts are properly included in the determuination of net income under GAAR,
management befieves that the amaunt andfor nature of such items make pariad fo penod comparisons of aperations difficult and potentially confusing,
Adjusted samings do notrepresent a substiute for netincome, as prepared under GAAP,

Adjusted samings exciude the unrealized mark-io-market effect of nen-qualifying hadges {as described below) and OTTH losses on securiies hetd in NEER's
nuclear decemmussioning funds, net of the reversal of previcusly recognized OTT! losses on securiies sold and losses on securities whare price racovery

was desmed unfikely {collechvely, OTT] raversais). Howaver, other adjustments may be made from time lo time with the intent to provide mare maaninghul
and comparable rasuits of ongoing operations,

NEE and NEER segregais into two categories unrealized mari-lo-market gains and fosses on derivaiive ransactions. The first category, referred 10 as non-
quahfying hadges, rapresents certzin energy denvative ransactions and ceriain interest rate derivative ransactions enterad inln as sconomic hadges, which
do not meat the requirements for hedge accounting, or for which hedge accounting reatment is not elected or has been discontinued. Changes in the fawr
valug of those transactions are marked lo mariet and raported in the consolidated statements of incoms, resulting in eamings volatilty becauss the economic
offset o tha positions are not marked lo market As a consequence, NEE'S net incoms reflects only the movemant in one part of sconomicaliydinked
transactions. For axample, a gain (foss) in the non-qualifying hedge category for certain energy derivatives is offset by decreases {increases) in the fair valug
of ralated physicsl asset positions in the porffolio or contracts, which are not marked o markaet under GAAP, For this reason, NEE's managemant views resulls
exprassad excludiag the unrealized mark-lo-mariet impact of the non-quaiifying hedges as a meaningful measure of current pedoed performance. The
sacond category, referred Io as irading activiies, which is included in adjusted samings, represents the net unrealized effect of actively traded positions
entered into to take advaniage of expecied market price movaments and all other commadily hedging activities. in January 2016, NEE discontnued hadge
accounting for all of its remaining inferest rate and foreign currancy denvalive instruments, which could result in increased volatility in the non-qualifying
hedga category in the future. At FPL, subsiantially all changes in the fair value of snergy derivative fransactions are deferred as a reguiatory asset or liability
untii the contracts are selfed, and, upon saiiiamant, any gains or losses are passsd through the fuel clause. See Note 3.

In 2013, an afertax gain from discontinued operations of $231 million (8218 million recorded at NEER and $15 million recordad at Corporate and Gther)
was recorded in NEE's consolidaled statemants of incoma related 1o the sale of its ownership interest in a porifolic of hydropower generation planis and
mlated assals located in Mane and New Hampshire {see Note 8). In addition, during 2013, an after-tax loss of $43 mitlion ($41 miltion recorded at NEER and
%2 million recorded at Corpourate and Other) was recorded associated with the decision fo pursue the sale of NEER's ownership interests in sil-fired
generation plants incated in Maine (Maine fossd). During 2014, NEER decided not to pursus the sale of Maine foss!! and recorded an after-tax gain of 312
million to increase Maine fossd’s carrying value to its estimated fair valus. See Nots 4 - Nonrecurring Fair Value Measursments. Also in 2013, NEER rscorded
an hmpairmsnt of $300 million and other related charges {$342 million afilertax) related io the Spain solar projecs in NEE's consuiidated statemants of
income, Sae Note 4 - Nonrscurring Fair Value Measurements in order to make period to period comparisons more meaninghul, adjusted eamings also
sxclude the Hems discussed above, as wsll as costs incuired in 2015 associated with the proposed marger pursuant to which, If consummatad, Hawailan

Electric Company, Ine. wili become a whotly owned subsidiary of MEE (see Nots 1 - Proposed Mergar} and, beginning in the third quanter of 2013, the after.
tax operating resulls associated with the Spain solar projecls.
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The lollowing table provides detads of the adjusiments ¢ netincoms considered in computing NEE’s adjusted gamings discussed above.

Years Ended December 31,
’ 2015 2014 2013
{rnitions)

et unrealized mark-to-marke? after<ax gains (loswes) from non-quafyng hedge activiy® $ 83 8 53 § {63}
Income {oss) from OTTH after-tax losses on securtss held in NEER'S nuclear decommissioning funds, net of OTT!

ravarsals® H] (15 § 2) § 1
After-tax gein from discontinued oparations®! % - 3 - & .23
Afar-tax galn {loss) assoclated with Maine fossie 3 - § 2 3 {43}
After-tax chargas racorded by NEER assoclated with the impairment of the Spain solar projects H — 8 - § {342}
After-tax operating results of NEER's Spain soler projects $ 5§-3 ' (32) $ {4)
After-tax marger-rolated expensas - Corporate and Other $ {2 § G e

(a} For 2018, 2014 and 2013, approximately $175 mullon of gune, $171 mitiion of palng and 354 milion of ioxsea, respectively, ars mneluded w NEER’s nat incoma; the balante 5 included n Comporats
and iher,

(B} For 2045 2014 and 2013, pproximaetsly $14 milisn of iosses, $1 mulllon of Income and $1 milon of incame, respactively, e included m NEER’S netl income, tha bal i d 1 Corp
and Other,

e} For 2013, sppraximately $218 milbon of the gainas included in NEER's net income; the batancs is InChuded in Corporate and Gther
{3 ) For 2014, all of the gan is mcluded n NEER’s net income. For 2013, appmsimpiely $41 million of the loss is nciuded yn NEER'S nat income; the balance is mcluded i Comorate and Other,

The change in unrealizad mark-to-markat activity rom non-qualifying hedges is primarily atiributabla to changes in forward powsr and nalural gas prices and
interast rates, as well as the reversal of previcusly recognized unrealized mark-lo-market gains or losses as tha underlying transactions wers realized.

2015 Summary '

i

Netincome atiributable lo NEE for 2015 was higher than 2014 by $287 million, or $0.46 per shara, assuming dilution, due to higher resulis at FPL, NEER 'and
Corporats and Other,

FPLs increase in netincome in 2015 was primarily driven by continued investments in plant in service while eaming an 11.50% regulatory ROE on its retall
rale base and higher AFUDC - squily related o consfruction projects. in 2015, FPL's average lypical residential 1,000 kWh bill was the iowest among
rapariing elaciric uliliues within Flonda and approximately 30% balow the national averaga based on a rate per kWh as of July 2015,

NEER's resulls increased in 20186 reﬂectjng earnings from new Investments, higher customer supply and proprietary power and gas trading rasults as well as
the absence of the 2014 NEP-related charge and costs, parly offset by highar growth-related interest and general end adminisirative expenses and lower
results from the axisting asssts. In 2015, NEER added approximately 1,207 MW of wind capacily in the U.S. and Canada and 285 MW of solar capacity in the
U.S., and Increased its backiog of contracted renswable development projects. Additonally, & subsidiary of NEP completed the acquisition of the Texas

pspaline assets. Dunng the fourth quarter of 2015, the natural gas pipeline projects that were previously reportad in Corporate and Other were moved to the
NEER sagmaent {see Nota 15),

in November 2015, a subsidiary of NEER enlered into an agreamant lo sell its ownership interest in its marchant natural gas generation fagiliies located in
Texas which have a total generating capacity of 2,884 MW at December 31, 2015. See Note 1 - Assets and Liabilities Associated with Assels Held for Sale.

Corporate and Other's results In 2015 increased primarily due to kavorable incoma fax adjustments, 2015 investment gains compared o 2014 invastmeant
iosses and the absance of debt reacquisition josses racorded in 2014, These positives were partly offset by costs agsociated with the proposed merger.

NEE and its subsidiaries, Including FPL, require funds to support and grow their businesses. These funds are primanly provided by cash flow fram

operations, borrowings or issuances of short- and long-term debt and proceeds from differantal membership investors and, from fime o time, issuance of

equity securiies. As of December 31, 2015, NEE's lotal net gvaiiable iquaily was approximately 87 .7 billion, of which FPL’s portion was approximately $3.1
biflion.

RESULTS OF OPERATIONS ‘ '

Net income atiributable to NEE for 2015 was $2.75 tlion, comparsd o $2.47 bilfian in 2014 and $1.81 billion in 2013, In 2015, net Income atiribulable to

NEE Improvad dus to higher results at FRL, NEER and Corporate and Other. In 2014, net income aliributable to NEE improved due 1o higher results at FRL
and NEER partly offset by lower resulls at Comaorata and Other.
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