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FPL Group, Inc., Florida Power & Light Company, FPL Group Capital Inc and FPL Energy, LLC each have
subsidiaries and affiliates with names that include FPL, FPL Energy, FPLE and similar references. For convenience
and simplicity, in this report the terms FPL Group, FPL, FPL Group Capital and FPL Energy are sometimes used as
abbreviated references to specific subsidiaries, affiliates or groups of subsidiaries or affiliates. The precise meaning
depends on the context.

FORWARD-LOOKING STATEMENTS

This report includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995. Any statements that express, or involve discussions as to, expectations, beliefs, plans, objectives, assumptions
or future events or performance (often, but not always, through the use of words or phrases such as will likely result,
are expected to, will continue, is anticipated, believe, could, estimated, may, plan, potential, projection, target,
outlook) are not statements of historical facts and may be forward-looking. Forward-looking statements involve
estimates, assumptions and uncertainties. Accordingly, any such statements are qualified in their entirety by reference
to, and are accompanied by, the following important factors (in addition to any assumptions and other factors referred
to specifically in connection with such forward-looking statements) that could have a significant impact on FPL
Group, Inc.'s (FPL Group) and/or Florida Power & Light Company's (FPL) operations and financial results, and could
cause FPL Group's and/or FPL's actual results to differ materially from those contained in forward-looking statements
made by or on behalf of FPL Group and/or FPL in this combined Form 10-Q, in presentations, on their respective
websites, in response to questions or otherwise.

¢ FPL Group and FPL are subject to complex laws and regulations and to changes in laws and regulations as
well as changing governmental policies and regulatory actions, including initiatives regarding deregulation
and restructuring of the energy industry and environmental matters. FPL holds franchise agreements with
local municipalities and counties, and must renegotiate expiring agreements. These factors may have a
negative impact on the business and results of operations of FPL Group and FPL.
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® The operation and maintenance of power generation facilities, including nuclear facilities, involve significant
risks that could adversely affect the results of operations and financial condition of FPL Group and FPL.

® The construction of, and capital improvements to, power generation facilities involve substantial
risks. Should construction or capital improvement efforts be unsuccessful, the results of operations and

financial condition of FPL Group and FPL could be adversely affected.

® The use of derivative contracts by FPL Group and FPL in the normal course of business could result in
financial losses that negatively impact the results of operations of FPL Group and FPL.
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® FPL Group's competitive energy business is subject to risks, many of which are beyond the control of FPL
Group, that may reduce the revenues and adversely impact the results of operations and financial condition of
FPL Group.

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

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

e Customer growth in FPL's service area affects FPL Group's and FPL's results of operations.
® Weather affects FPL Group's and FPL's results of operations.

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

¢ Threats of terrorism and catastrophic events that could result from terrorism may impact the operations of FPL
Group and FPL in unpredictable ways.

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

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

These and other risk factors are included in Part I, Item 1A. Risk Factors of FPL Group's and FPL's Annual Report on
Form 10-K for the year ended December 31, 2006 (2006 Form 10-K). Any forward-looking statement speaks only as
of the date on which such statement is made, and FPL Group and FPL undertake no obligation to update any
forward-looking statement to reflect events or circumstances, including unanticipated events, after the date on which
such statement is made. New factors emerge from time to time and it is not possible for management to predict all of
such factors, nor can it assess the impact of each such factor on the business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking
statement.
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PART I

- FINANCIAL INFORMATION

Item 1. Financial Statements

FPL GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(millions, except per share amounts)

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2007 2006 2007 2006

OPERATING REVENUES $ 3,929 $ 3,809 $ 7,004 $ 7,393
OPERATING EXPENSES

Fuel, purchased power and interchange 2,106 2,174 3,778 4,227

Other operations and maintenance 561 524 1,077 993

Disallowed storm costs - 54 - 54

Storm cost amortization 19 37 42 70

Merger-related - 6 - 11

Depreciation and amortization 308 294 604 581

Taxes other than income taxes 271 285 541 549

Total operating expenses 3,265 3,374 6,042 6,485

OPERATING INCOME 664 435 962 908
OTHER INCOME (DEDUCTIONS)

Interest charges (178) (178) (358) (347)

Equity in earnings of equity method investees 22 30 31 41

Allowance for equity funds used during construction 5 5 13 9

Other - net 19 19 40 28

Total other deductions - net (132) (124) 274) (269)

INCOME BEFORE INCOME TAXES 532 311 688 639
INCOME TAXES 127 75 133 152
NET INCOME $ 405 $ 236 $ 555 $ 487
Earnings per share of common stock:

Basic $ 1.02 $ 0.60 $ 140 $ 1.24

Assuming dilution $ 1.01 $ 0.60 $ 1.39 $ 1.23
Dividends per share of common stock $ 041 $ 0.375 $ 0.82 $ 0.75
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Weighted-average number of common shares outstanding:

Basic 397.6
Assuming dilution 400.4

394.3
396.7

397.2 391.8
400.0 394.9

This report should be read in conjunction with the Notes to Condensed Consolidated Financial Statements (Notes)
herein and the Notes to Consolidated Financial Statements appearing in the 2006 Form 10-K for FPL Group and FPL.
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FPL GROUP, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(millions)
(unaudited)

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

Less accumulated depreciation and amortization

Total property, plant and equipment - net

CURRENT ASSETS
Cash and cash equivalents
Customer receivables, net of allowances of $24 and $32, respectively
Other receivables, net of allowances of $8 and $8, respectively
Materials, supplies and fossil fuel inventory - at average cost
Regulatory assets:
Deferred clause and franchise expenses

Securitized storm-recovery costs/storm reserve deficiency

June 30, December 31,
2007 2006
$ 35,145 $ 34,071
755 688
1,905 1,393
(11,980) (11,653)
25,825 24,499
723 620
1,433 1,279
446 377
814 785
117 167
56 106
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Derivatives

Other
Derivatives
Other

Total current assets

OTHER ASSETS

Special use funds

Pension plan assets - net

Other investments

Regulatory assets:
Securitized storm-recovery costs/storm reserve deficiency
Unamortized loss on reacquired debt
Derivatives
Other

Other

Total other assets
TOTAL ASSETS

CAPITALIZATION
Common stock
Additional paid-in capital
Retained earnings

Accumulated other comprehensive income

Total common shareholders' equity
Long-term debt

Total capitalization

CURRENT LIABILITIES

Commercial paper

Current maturities of long-term debt

Accounts payable

Customer deposits

Accrued interest and taxes

Regulatory liabilities:
Deferred clause and franchise revenues
Pension

Derivatives

Other

Total current liabilities

OTHER LIABILITIES AND DEFERRED CREDITS

730

6,817

$ 37,343

869
1,637
1,247

527

421

921

376
365

4,999

2,824
1,608
533

762

39

647
6,493

$ 35,991

@&
N

4,555
5,256

115
9,930
9,591

19,521

1,097
1,645
1,060
510
302
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Asset retirement obligations 1,872 1,820
Accumulated deferred income taxes 3,645 3,432
Regulatory liabilities:
Accrued asset removal costs 2,098 2,044
Asset retirement obligation regulatory expense difference 900 868
Pension 531 531
Other 232 209
Derivatives 297 107
Other — 1,052 966
Total other liabilities and deferred credits —_— 10,627 9,977

COMMITMENTS AND CONTINGENCIES
TOTAL CAPITALIZATION AND LIABILITIES $ 37,343 $ 35,991

This report should be read in conjunction with the Notes herein and the Notes to Consolidated Financial Statements
appearing in the 2006 Form 10-K for FPL Group and FPL.

FPL GROUP, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(millions)
(unaudited)
Six Months Ended
June 30,
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 555 $ 487
Adjustments to reconcile net income to net cash provided by (used in) operating
activities:
Depreciation and amortization 604 560
Nuclear fuel amortization 66 64
Recoverable storm-related costs of FPL (7) 319)
Storm cost amortization 42 70
Unrealized (gains) losses on marked to market energy contracts 117 (26)
Deferred income taxes 302 269
Cost recovery clauses and franchise fees 50 362
Change in prepaid option premiums 87 30
Equity in earnings of equity method investees (31) 41)
Distribution of earnings from equity method investees 112 55
Changes in operating assets and liabilities:
Customer receivables (154) (307)
Other receivables 1 66
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Material, supplies and fossil fuel inventory
Other current assets
Other assets
Accounts payable
Customer deposits
Margin cash deposits
Income taxes
Interest and other taxes
Other current liabilities
Other liabilities

Other - net

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures of FPL

Independent power investments

Nuclear fuel purchases

Other capital expenditures

Proceeds from sale of securities in special use funds
Purchases of securities in special use funds
Proceeds from sale of other securities

Purchases of other securities

Other - net

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Issuances of long-term debt

Retirements of long-term debt

Proceeds from purchased Corporate Units
Payments to terminate Corporate Units
Net change in short-term debt

Issuances of common stock

Dividends

Other - net

Net cash provided by financing activities

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

Cash and cash equivalents at end of period

(29)
(68)
(82)
183
17
122
(188)
115
(39)
(19)
94

1,850

(878)

(707 )

99)

(20)
1,289

(1,462)
38

(26)
26

(1,839)

2,067
(1,434)

(228)
27
(326)

(14°)

N
[\

103
620

(197 )
(52)
(37)

(159)
24

(378)

(153)
156

(56)
474

(933)
(1,076 )
(106)
(16)
1,866
(1,904 )
36
(46)
—3

(2,171)

1,541
(759)
210
(258)
533
303
(296 )
27

1,301

(396 )
530

$ 134
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This report should be read in conjunction with the Notes herein and the Notes to Consolidated Financial Statements
appearing in the 2006 Form 10-K for FPL Group and FPL.
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FLORIDA POWER & LIGHT COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(millions)
(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2007 2006 2007 2006

OPERATING REVENUES $ 2,905 $ 2,999 $ 5,353 $ 5,583
OPERATING EXPENSES

Fuel, purchased power and interchange 1,698 1,751 3,112 3,289

Other operations and maintenance 366 359 696 689

Disallowed storm costs - 54 - 54

Storm cost amortization 19 37 42 70

Depreciation and amortization 194 197 382 392

Taxes other than income taxes 245 262 491 504

Total operating expenses 2,522 2,660 4,723 4,998

OPERATING INCOME 383 339 630 585
OTHER INCOME (DEDUCTIONS)

Interest charges (73) (75) (141) (143)

Allowance for equity funds used during construction 5 5 13 9

Other - net 1 8 8 8

Total other deductions - net (67) (62) (120) (126)

INCOME BEFORE INCOME TAXES 316 277 510 459
INCOME TAXES 105 95 173 154
NET INCOME $ 211 $ 182 $ 337 $ 305

10
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This report should be read in conjunction with the Notes herein and the Notes to Consolidated Financial Statements
appearing in the 2006 Form 10-K for FPL Group and FPL.
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FLORIDA POWER & LIGHT COMPANY
CONDENSED CONSOLIDATED BALANCE SHEETS

(millions)
(unaudited)
June 30, December 31,
2007 2006
ELECTRIC UTILITY PLANT
Plant in service $ 25,125 $ 24,150
Nuclear fuel 447 423
Construction work in progress 811 1,113
Less accumulated depreciation and amortization (9,967) (9,848 )
Electric utility plant - net 16,416 15,838
CURRENT ASSETS
Cash and cash equivalents 71 64

Customer receivables, net of allowances of $13 and $15, respectively 867 872

11
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Other receivables, net of allowances of $1 and $1, respectively

Materials, supplies and fossil fuel inventory - at average cost
Regulatory assets:
Deferred clause and franchise expenses
Securitized storm-recovery costs/storm reserve deficiency
Derivatives
Other

Total current assets

OTHER ASSETS

Special use funds

Pension plan assets - net

Regulatory assets:
Securitized storm-recovery costs/storm reserve deficiency
Unamortized loss on reacquired debt
Derivatives
Other

Other

Total other assets
TOTAL ASSETS

CAPITALIZATION
Common stock
Additional paid-in capital
Retained earnings
Total common shareholder's equity
Long-term debt

Total capitalization

CURRENT LIABILITIES
Commercial paper
Current maturities of long-term debt
Accounts payable
Customer deposits
Accrued interest and taxes
Regulatory liability - deferred clause and franchise revenues
Derivatives
Other

Total current liabilities

OTHER LIABILITIES AND DEFERRED CREDITS
Asset retirement obligations

122
608

117

412
237

2,490

2,462
895

785

3,633

1,614

221
558

167
106
921
206

3,115

2,264
857

735
500
281

37
780
423

3,386

1,572

12
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Accumulated deferred income taxes
Regulatory liabilities:
Accrued asset removal costs

Asset retirement obligation regulatory expense difference
Other
Other

Total other liabilities and deferred credits

COMMITMENTS AND CONTINGENCIES
TOTAL CAPITALIZATION AND LIABILITIES

Form 10-Q

2,413

2,098
900
233

1,005

8,263

$ 23,360

2,561

2,044
868
209
680

7,934

$ 23,073

This report should be read in conjunction with the Notes herein and the Notes to Consolidated Financial Statements

appearing in the 2006 Form 10-K for FPL Group and FPL.
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FLORIDA POWER & LIGHT COMPANY
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(millions)
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Adjustments to reconcile net income to net cash provided by (used in) operating

activities:
Depreciation and amortization
Nuclear fuel amortization
Recoverable storm-related costs
Storm cost amortization
Deferred income taxes
Cost recovery clauses and franchise fees
Change in prepaid option premiums
Changes in operating assets and liabilities:
Customer receivables
Other receivables
Material, supplies and fossil fuel inventory
Other current assets
Other assets
Accounts payable
Customer deposits

Six Months Ended
June 30,
2007 2006
$ 337 $ 305
382 371
42 43
(7) (319)
42 70
130 175
50 362
67 32
5 (272)
(22) 32
(50) (118)
(75) (44)
(46) (39)
100 91)
17 23

13
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Margin cash deposits
Income taxes
Interest and other taxes
Other current liabilities
Other liabilities

Other - net

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures
Nuclear fuel purchases
Proceeds from sale of securities in special use funds
Purchases of securities in special use funds
Other - net

Net cash used in investing activities

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

Net cash provided by (used in) financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

79

112
(1)
(1)

51

1,284

(878 )
(56)
1,182

’

(1,346 )
1

(1,097 )

935
(250 )

239
(1,100)
(4)
(180 )

-

64

&+
3
—_

(382)
120
155

11

(43)
409

(933)

42)
1,579

(1,611)

(1,007 )

938
(135)
(201)

602

-b ‘

56

&+
(@)
(@)

This report should be read in conjunction with the Notes herein and the Notes to Consolidated Financial Statements

appearing in the 2006 Form 10-K for FPL Group and FPL.
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FPL GROUP, INC. AND FLORIDA POWER & LIGHT COMPANY
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

14
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(unaudited)

The accompanying condensed consolidated financial statements should be read in conjunction with the 2006 Form
10-K for FPL Group and FPL. In the opinion of FPL Group and FPL management, all adjustments (consisting of
normal recurring accruals) considered necessary for fair financial statement presentation have been made. Prior year's
amounts included in the condensed consolidated financial statements and the Notes herein have been adjusted to
reflect the retrospective application of a Financial Accounting Standards Board (FASB) Staff Position related to
planned major maintenance activities adopted by FPL Group and FPL effective December 31, 2006. In addition,
certain amounts included in the prior year's condensed consolidated financial statements have been reclassified to
conform to the current year's presentation. The results of operations for an interim period generally will not give a
true indication of results for the year.

1. Employee Retirement Benefits

FPL Group sponsors a qualified noncontributory defined benefit pension plan for substantially all employees of FPL
Group and its subsidiaries. FPL Group also has a supplemental executive retirement plan (SERP), which includes a
non-qualified supplemental defined pension benefit component that provides benefits to a select group of management
and highly compensated employees. The cost of this SERP component is included in the determination of net periodic
benefit income for pension benefits in the following table and was not material to FPL Group's financial statements
for the three and six months ended June 30, 2007 and 2006, respectively. In addition to pension benefits, FPL Group
sponsors a contributory postretirement plan for health care and life insurance benefits (other benefits) for retirees of
FPL Group and its subsidiaries meeting certain eligibility requirements.

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

Pension Benefits Other Benefits Pension Benefits Other Benefits
Three Months Ended June 30, Six Months Ended June 30,
2007 2006 2007 2006 2007 2006 2007 2006
(millions)

Service cost $ 12 $ 13 $ 2 $ 1 $ 25 $ 25 $ 3 $ 3
Interest cost 23 22 6 6 47 44 12 12
Expected return on plan assets (55) (53) (1) (1) (110) (107) 2) 2)
Amortization of transition
obligation - - 1 1 - - 2 2
Amortization of prior service
benefit (1) (1) - - 2) (2) - -
Amortization of gains @) “4) - - 9) ) - -
Other - - - - - - - 2
Net periodic benefit (income)
cost at FPL Group $25) $@23) $ 8 $ 7 $ 49) $ @7) $ 15 $ 17

Net periodic benefit (income)
cost at FPL $(19) $19) $ 6 $ 38) $ (38) §$ 12 $ 15

$ 6

15
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2. Derivative Instruments

Derivative instruments, when required to be marked to market under Statement of Financial Accounting Standards
No. (FAS) 133, "Accounting for Derivative Instruments and Hedging Activities," as amended, are recorded on FPL
Group's and FPL's condensed consolidated balance sheets as either an asset or liability measured at fair value.

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

FPL Group FPL
June 30, December 31, June 30, December 31,
2007 2006 2007 2006
(millions)

Current derivative
assets $ 252 $ 376 $ 3 (a) $ 4 (a)
Other assets 49 78 - -
Current derivative
liabilities (585) (1,144) (338) (780)
Non-current
derivative liabilities (297) (107) (46 ) ® 1)®
T o t a 1
mark-to-market
derivative
instrument

assets (liabilities) $ (581) $ (797) $ (381) $  T77)
(a) Included in other current assets on FPL's condensed consolidated balance sheets.
(b) Included in other liabilities on FPL's condensed consolidated balance sheets.

10

FPL Group and FPL use derivative instruments (primarily swaps, options and forwards) to manage the commodity
price risk inherent in the purchase and sale of fuel and electricity, as well as interest rate risk associated with
long-term debt. In addition, FPL Group, through FPL Energy, LLC (FPL Energy), uses derivatives to optimize the
value of power generation assets and engages in energy trading activities to take advantage of expected future
favorable price movements, including providing full energy and capacity requirements services to distribution utilities
in certain markets. At FPL, substantially all changes in fair value are deferred as a regulatory asset or liability until
the contracts are settled, and upon settlement, any gains or losses are passed through the fuel and purchased power
cost recovery clause (fuel clause) or the capacity cost recovery clause (capacity clause). For FPL Group's non-rate
regulated operations, predominantly FPL Energy, essentially all changes in the derivatives' fair value for power
purchases and sales and trading activities are recognized on a net basis in operating revenues; fuel purchases and sales
are recognized on a net basis in fuel, purchased power and interchange expense; and the equity method investees'
related activity is recognized in equity in earnings of equity method investees in FPL Group's condensed consolidated
statements of income unless hedge accounting is applied. While most of FPL Energy's derivative transactions are
entered into for the purpose of managing commodity price risk, hedge accounting is only applied where specific

16
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criteria are met and it is practicable to do so. In order to apply hedge accounting, the transaction must be designated
as a hedge and it must be highly effective in offsetting the hedged risk. Additionally, for hedges of commodity price
risk, physical delivery for forecasted commodity transactions must be probable. FPL Group believes that where
offsetting positions exist at the same location for the same time, the transactions are considered to have been netted
and therefore physical delivery has been deemed not to have occurred for financial reporting purposes. Transactions
for which physical delivery is deemed not to have occurred are presented on a net basis. Generally, the hedging
instrument's effectiveness is assessed utilizing regression analysis at the inception of the hedge and on at least a
quarterly basis throughout its life.

At June 30, 2007, FPL Group had commodity cash flow hedges with expiration dates through December 2012 for
energy contract derivative instruments, and interest rate cash flow hedges with expiration dates through January
2022. The effective portion of the gain or loss on a derivative instrument designated as a cash flow hedge is reported
as a component of other comprehensive income (OCI) and is reclassified into earnings in the period(s) during which
the transaction being hedged affects earnings. The ineffective portion of net unrealized gains (losses) on these hedges
is reported in earnings in the current period and amounted to $3 million and $4 million for the three months ended
June 30, 2007 and 2006, respectively, and ($4) million and $12 million for the six months ended June 30, 2007 and
2006, respectively. Settlement gains and losses are included within the line items in the statements of income to
which they relate.

FPL Group's unrealized mark-to-market gains (losses) on derivative transactions reflected in the condensed
consolidated statements of income for consolidated subsidiaries and equity method investees are as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2007 2006 2007 2006
(millions)
Consolidated subsidiaries $ 70 $ (35) $ 117) $ 26
Equity method investees $ - $ ) $ 1) $ (15)

3. Income Taxes

FPL Group's effective income tax rate for the three months ended June 30, 2007 and 2006 was approximately 23.9%
and 24.1%, respectively. The reduction from the statutory rate mainly reflects the benefit of production tax credits
(PTCs) of approximately $50 million and $38 million, respectively, related to FPL Energy's wind projects. The
corresponding rates and amounts for the six months ended June 30, 2007 and 2006 were approximately 19.3% and
23.8%, respectively, and approximately $103 million and $81 million, respectively.

FPL Group recognizes PTCs as wind energy is generated and sold based on a per kilowatt-hour (kwh) rate prescribed
in applicable federal and state statutes, which may differ significantly from amounts computed, on a quarterly basis,
using an overall effective income tax rate anticipated for the full year. FPL Group utilizes this method of recognizing
PTCs for specific reasons including that PTCs are an integral part of the financial viability of most wind projects and a
fundamental component of such wind projects' results of operations.
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On January 1, 2007, FPL Group and FPL adopted FASB Interpretation No. (FIN) 48, "Accounting for Uncertainty in
Income Taxes - an interpretation of FASB Statement No. 109." The interpretation prescribes a more-likely-than-not
recognition threshold and establishes new measurement requirements for financial statement reporting of an entity's
income tax positions.

11

FPL Group and its subsidiaries file income tax returns in the U.S. federal jurisdiction and various states, the most
significant of which is Florida. FPL Group and FPL are no longer subject to U.S. federal, state and local examinations
by taxing authorities for years before 1988. FPL Group is disputing certain adjustments proposed by the Internal
Revenue Service (IRS) to its U.S. income tax returns for 1988 through 2002. These IRS proposed adjustments
primarily relate to FPL Group's and FPL's method for capitalizing indirect service costs and certain deductions for
repairs. Additionally, income tax returns for 2003 through 2006 are still subject to examination.

The adoption of FIN 48 on January 1, 2007 did not have a significant cumulative effect on FPL Group's and FPL's
beginning retained earnings or other components of common shareholders' equity. Upon adoption, FPL Group
recognized, primarily by reclassification from accumulated deferred income taxes, approximately $316 million ($274
million for FPL) of liabilities for unrecognized tax benefits which are included in the condensed consolidated balance
sheets as other liabilities. The majority of the liabilities for unrecognized tax benefits represent tax positions for
which the ultimate deductibility is highly certain but for which there is uncertainty about the timing of such
deductibility. A disallowance of the shorter deductibility period for these tax positions would not affect the annual
effective income tax rate. As of June 30, 2007, approximately $289 million of tax carryforwards and deposits that are
available to offset tax adjustments have been netted against the FPL Group FIN 48 liability. Prior to the
reclassification, these amounts were reported as a component of accumulated deferred income taxes and other
assets. Included in the liabilities for unrecognized tax benefits at January 1, 2007 is approximately $11 million at FPL
Group ($8 million at FPL) that, if disallowed, could impact the annual effective income tax rate. It is expected that
the amount of unrecognized tax benefits may change in the next twelve months; however, management does not
expect the change to have a significant impact on FPL Group's or FPL's financial statements.

FPL Group recognizes interest income (expense) related to unrecognized tax benefits (liabilities) in interest income
and interest charges, respectively, net of the amount deferred at FPL. At FPL, the offset to accrued interest receivable
(payable) on income taxes is classified as a regulatory liability (regulatory asset) which will be amortized to income
(expense) over a five-year period upon settlement in accordance with regulatory treatment as required by FAS 71,
"Accounting for the Effects of Certain Types of Regulation." On January 1, 2007, FPL Group accrued approximately
$36 million for net interest receivable ($17 million for FPL).

4. Comprehensive Income

FPL Group's comprehensive income is as follows:

Three Months Ended
June 30,
2007 2006

(millions)
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Net income of FPL Group $ 405 $ 236
Net unrealized gains (losses) on commodity cash flow hedges:
Effective portion of net unrealized gains
(net of $14 and $12 tax expense, respectively) 20 17
Reclassification from OCI to net income
(net of $6 and $4 tax expense, respectively) 8 6
Net unrealized gains (losses) on interest rate cash flow hedges:
Effective portion of net unrealized gains
(net of $7 and $2 tax expense, respectively) 13 3
Reclassification from OCI to net income
(net of $0.6 tax benefit and $0.4 tax expense, respectively) 1) 1
Net unrealized gains (losses) on available for sale securities
(net of $7 tax expense and $5 tax benefit, respectively) 12 8)
Defined benefit pension and other benefits plans
(net of $0.4 tax benefit in 2007) (1) -
Comprehensive income of FPL Group $ 456 $ 255
12 -
Six Months Ended
June 30,
2007 2006
(millions)
Net income of FPL Group $ 555 $ 487
Net unrealized gains (losses) on commodity cash flow hedges:
Effective portion of net unrealized gains (losses)
(net of $34 tax benefit and $38 tax expense, respectively) 49) 55
Reclassification from OCI to net income
(net of $13 and $13 tax expense, respectively) 19 20
Net unrealized gains (losses) on interest rate cash flow hedges:
Effective portion of net unrealized gains
(net of $4 and $4 tax expense, respectively) 7 8
Reclassification from OCI to net income
(net of $1 tax benefit and $1 tax expense, respectively) 3) 1
Net unrealized gains (losses) on available for sale securities
(net of $8 tax expense and $2 tax benefit, respectively) 13 3)
Supplemental retirement plan liability adjustment
(net of $0.5 tax expense in 2006) - 1
Defined benefit pension and other benefits plans
(net of $0.9 tax benefit in 2007) (1) -
Comprehensive income of FPL Group $ 541 $ 569
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Approximately $26 million of losses included in FPL Group's accumulated other comprehensive income at June 30,
2007 will be reclassified into earnings within the next twelve months as either the hedged fuel is consumed, electricity
is sold or interest payments are made. Such amount assumes no change in fuel prices, power prices or interest
rates. Accumulated other comprehensive income is shown as a separate line item on the condensed consolidated
balance sheets of FPL Group.

5. Common Stock

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

Three Months Ended Six Months Ended
June 30, June 30,

2007 2006 2007 2006

(millions, except per share amounts)

Numerator - net income $ 405 $ 236 $ 555 $ 487

Denominator:
Weighted-average number
of common shares
outstanding - basic 397.6 394.3 397.2 391.8
Restricted stock,
performance share awards,

options, warrants and
equity units @ 2.8 2.4 2.8 3.1

Weighted-average number
of common shares

outstanding - assuming
dilution 400.4 396.7 400.0 394.9

Earnings per share of
common stock:

Basic $ 1.02 $ 0.60 $ 140 $ 124
Assuming dilution $ 1.01 $ 0.60 $ 139 $ 1.23
(a) Performance share awards are included in diluted weighted-average number of common shares

outstanding based upon what would be issued if the end of the reporting period were the end of the
term of the award. Restricted stock, performance share awards, options, warrants and, for the six
months ended June 30, 2006, equity units (known as Corporate Units) are included in diluted
weighted-average number of common shares outstanding by applying the treasury stock method.

Common shares issuable upon the exercise of stock options which were not included in the denominator above due to
their antidilutive effect were approximately 0.3 million for both the three and six months ended June 30, 2006 and
none for the comparable 2007 periods.
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6. Regulatory Matters

Securitization - FPL was affected by four hurricanes in 2005 and three hurricanes in 2004 which caused major damage
in parts of FPL's service territory. Storm restoration costs incurred by FPL during 2005 and 2004 exceeded the
amount in the storm and property insurance reserve, resulting in a storm reserve deficiency. In 2007, FPL formed a
wholly-owned bankruptcy remote special purpose subsidiary for the purpose of issuing storm-recovery bonds,
pursuant to the securitization provisions of Section 366.8260 of the Florida Statutes and a Florida Public Service
Commission (FPSC) financing order. In May 2007, the FPL subsidiary issued $652 million aggregate principal
amount of senior secured bonds (storm-recovery bonds) primarily for the after-tax equivalent of the total of FPL's
unrecovered balance of the 2004 storm restoration costs, the 2005 storm restoration costs and approximately $200
million for a storm and property insurance reserve. The storm-recovery bonds were issued in four tranches with
interest rates ranging from 5.0530% to 5.2555% and final maturity dates ranging from 2013 to 2021. Although
principal on the storm-recovery bonds is due on the final maturity date (the date by which the principal must be repaid
to prevent a default) for each tranche, it is expected to be paid semiannually and sequentially beginning February 1,
2008, when the first semiannual interest payment becomes due.

In connection with this financing, net proceeds, after estimated debt issuance costs, to the FPL subsidiary
(approximately $642 million) were used to acquire the storm-recovery property, which includes the right to impose,
collect and receive a storm-recovery charge from all customers receiving electric transmission or distribution service
from FPL under rate schedules approved by the FPSC or under special contracts, certain other rights and interests that
arise under the financing order issued by the FPSC and certain other collateral pledged by the FPL subsidiary that
issued the bonds. The storm-recovery bonds are payable only from and secured by the storm-recovery property. FPL,
as servicer, collects storm-recovery charges on behalf of the subsidiary and remits them to the trustee under the
indenture pursuant to which the storm-recovery bonds were issued for payment of fees and expenses and payment of
principal and interest on the storm-recovery bonds. The FPL subsidiary is consolidated for financial reporting
purposes; however, the storm-recovery bonds do not constitute a debt, liability or other legal obligation of, or interest
in, FPL or any of its affiliates other than the FPL subsidiary that issued the storm-recovery bonds. The assets of the
FPL subsidiary that issued the storm-recovery bonds, including the storm-recovery property, are not available to pay
creditors of FPL or any of its affiliates other than the subsidiary that issued the storm-recovery bonds.

In connection with this financing, the net proceeds to FPL from the sale of the storm-recovery property were used
primarily to reimburse FPL for its estimated net of tax storm reserve deficiency as of May 31, 2007 (approximately
$519 million) and provide for a storm and property insurance reserve fund (approximately $123 million net of tax and
included in special use funds on FPL Group's and FPL's June 30, 2007 condensed consolidated balance sheets). Upon
the issuance of the storm-recovery bonds, the storm reserve deficiency was reclassified to securitized storm-recovery
costs on FPL Group's and FPL's condensed consolidated balance sheets. As storm-recovery charges are billed to
customers, the securitized storm-recovery costs are amortized, the amount of which is included in storm cost
amortization on FPL Group's and FPL's condensed consolidated statements of income.

The storm and property insurance reserve of approximately $200 million funded on an after-tax basis with proceeds
from the issuance of the storm-recovery bonds is not reflected in FPL Group's and FPL's condensed consolidated
balance sheets as of June 30, 2007 because the associated regulatory asset does not meet the specific recognition
criteria under FAS 71. As a result, the storm and property insurance reserve will be recognized as a regulatory
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liability as the storm-recovery charges are billed to customers and charged to storm cost amortization on FPL Group's
and FPL's condensed consolidated statements of income. Although FPL Group's and FPL's condensed consolidated
balance sheets as of June 30, 2007 reflect a storm and property insurance reserve of approximately $1 million
(included in regulatory liabilities - other on FPL Group's and FPL's condensed consolidated balance sheets), FPL has
the capacity to absorb up to $200 million in future prudently incurred storm restoration costs without seeking recovery
through a rate adjustment from the FPSC.

Other - In June 2007, the FPSC denied FPL's petition for need for two ultra super critical pulverized coal generating
units in Glades County, Florida. In July 2007, FPL filed a petition with the FPSC requesting authorization to defer,
until the next retail base rate proceeding, approximately $35 million of preconstruction costs associated with the coal
units, with amortization over a five-year period beginning when new base rates are implemented. These costs are
currently reflected in other assets on FPL Group's and FPL's condensed consolidated balance sheets. If the petition is
not approved, the $35 million will be expensed. FPL is considering various options to meet its service territory's
power needs in the future.

14

7. Debt

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

In April 2007, FPL issued $300 million principal amount of 5.85% first mortgage bonds maturing in May 2037. The
proceeds were used to repay a portion of FPL's short-term borrowings and for other corporate purposes.

Also, in April 2007, FPL and FPL Group Capital Inc (FPL Group Capital) each entered into a new five-year revolving
credit and letter of credit facility aggregating $6.5 billion ($4.0 billion for FPL Group Capital and $2.5 billion for
FPL) expiring in April 2012. These new facilities replaced the previously existing five-year credit facilities
aggregating $4.5 billion.

Additionally, in April 2007, FPL Group Capital borrowed $50 million pursuant to a term loan facility, which
increased the outstanding amount under the term loan facility from $150 million to $200 million, and extended the
maturity date of the term loan facility from June 2008 to June 2009.

In May 2007, FPL made an early repayment on its $250 million revolving term loan facility. Also in May 2007,
pursuant to the securitization provisions of Section 366.8260 of the Florida Statutes and an FPSC financing order, a
wholly-owned subsidiary of FPL issued $652 million aggregate principal amount of storm-recovery bonds. See Note
6 - Securitization.

In June 2007, FPL Group Capital issued $400 million principal amount of Series C Junior Subordinated Debentures
due 2067. The debentures initially bear interest at 6.65% per year and, beginning June 15, 2017, will bear interest at
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the three-month London InterBank Offered Rate (LIBOR) plus 212.5 basis points, reset quarterly. The proceeds from
the debentures were added to FPL Group Capital's general funds, which FPL Group Capital used to repay a portion of
commercial paper issued to fund investments by FPL Group Capital in independent power projects. FPL Group
guarantees the payment of the debentures on a subordinated basis.

Also in June 2007, an indirect wholly-owned subsidiary of FPL Energy issued an aggregate of $575 million of
limited-recourse senior secured notes in three separate series (i) $290 million of 6.31% Series A Notes due 2017, (ii)
$35 million of 6.61% Series B Notes due 2027 and (iii) $250 million of 6.96% Series C Notes due 2037. These notes
are secured by liens on FPL Energy's hydroelectric project assets and certain other assets of, and the ownership
interest in, the indirect wholly-owned subsidiary. In addition, another indirect wholly-owned subsidiary of FPL
Energy issued $125 million of 7.26% limited-recourse senior secured notes maturing in 2015. These notes are secured
by certain assets of, and the ownership interest in, the indirect wholly-owned subsidiary. Substantially all of the
proceeds from these note issuances were distributed to FPL Energy in return for a portion of the capital contributions
that it made to certain of its direct and indirect subsidiaries for the investment by such subsidiaries in the acquisition
of, and capital improvements made to, FPL Energy's hydroelectric power projects located primarily in Maine.

8. Commitments and Contingencies

Commitments - FPL Group and its subsidiaries have made commitments in connection with a portion of their
projected capital expenditures. Capital expenditures at FPL include, among other things, the cost for construction or
acquisition of additional facilities and equipment to meet customer demand, as well as capital improvements to and
maintenance of existing facilities. At FPL Energy, capital expenditures include, among other things, the cost,
including capitalized interest, for construction of wind projects and the procurement of nuclear fuel, as well as
announced acquisitions. FPL FiberNet, LLC's (FPL FiberNet) capital expenditures primarily include costs to meet
customer specific requirements and sustain its fiber-optic network. At June 30, 2007, planned capital expenditures for
the remainder of 2007 through 2011 were estimated as follows:

15
2007 2008 2009 2010 2011 Total
FPL: (millions)
Generation: @
New () $ 195 $ 700 $ 210 $ 10 $ $ 1,115
Existing 355 600 485 565 425 2,430
Transmission and
distribution (©) 435 985 1,105 1,055 1,080 4,660
Nuclear fuel 20 130 140 170 110 570
General and other 85 160 170 205 210 830
Total $ 1,090 $ 2,575 $ 2,110 $ 2,005 $ 1,825 $ 9,605
FPL Energy:
Wind @ $ 1,050 $ 1,960 $ 10 $ 10 $ 5 $ 3,035
Nuclear ©) 1,050 155 120 165 115 1,605
Gas 50 50 65 70 25 260
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105

Other 10 5 10

Total $ 2,190 $ 2,205 $ 205 $ 250 $ 155 $ 5,005

‘-lk
]

40

FPL FiberNet $ 6 $ 11 $ 11 $ 11 $ 11 $ 50

(a) Includes allowance for funds used during construction (AFUDC) of approximately $16 million, $52
million, $53 million and $6 million in 2007, 2008, 2009 and 2010, respectively.

(b) Includes land, generating structures, transmission interconnection and integration, licensing and
AFUDC.

(©) Includes estimated capital costs associated with FPL's initiative to enhance its electrical grid as a
result of heightened hurricane activity and in response to concerns expressed by the community, state
leaders and regulators, as well as the FPSC's approved storm preparedness plan (collectively, Storm
Secure® Plan). These capital costs are subject to change over time based on, among other things,
productivity enhancements and prioritization.

(d) Capital expenditures for new wind projects are estimated through 2008, when eligibility for PTCs for
new wind projects is scheduled to expire. FPL Energy expects to add approximately 1,500
megawatts (mw) to 2,000 mw of new wind generation per year from 2009 through 2012, subject to
continued public policy support, the cost of which is estimated to be approximately $3 billion for
2009 and $3 billion to $4 billion in each of 2010 and 2011.

(e) Includes nuclear fuel for Seabrook Station (Seabrook) and Duane Arnold Energy Center (Duane
Arnold) and, in 2007, the pending acquisition of Point Beach Nuclear Power Plant (Point Beach).

In addition to estimated capital expenditures listed above, FPL and FPL Energy have long-term contracts related to
purchased power and/or fuel (see Contracts below). At June 30, 2007, FPL Energy had approximately $4.2 billion in
firm commitments, primarily for the purchase of wind turbines and towers, natural gas transportation, purchase and
storage, firm transmission service, nuclear fuel for Seabrook and Duane Arnold and a portion of its projected capital
expenditures, including the pending acquisition of Point Beach for approximately $1 billion which is subject to certain
adjustments at closing. The Point Beach transaction is subject to, among other things, the receipt of approvals from
various federal and state regulatory agencies. FPL Energy expects to close the transaction in the second half of
2007. In addition, FPL Group has guaranteed certain payment obligations of FPL Group Capital, including most
payment obligations under FPL Group Capital's debt.

FPL Group and FPL each account for payment guarantees and related contracts, for which it or a subsidiary is the
guarantor, under FIN 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees Including Indirect
Guarantees of Indebtedness of Others," which requires that the fair value of guarantees provided to unconsolidated
entities entered into after December 31, 2002 be recorded on the balance sheet. At June 30, 2007, subsidiaries of FPL
Group, other than FPL, have guaranteed debt service payments relating to agreements that existed at December 31,
2002. The term of the guarantees is equal to the term of the related debt, with remaining terms ranging from 1 year to
11 years. The maximum potential amount of future payments that could be required under these guarantees at
June 30, 2007 was approximately $16 million. At June 30, 2007, FPL Group did not have any liabilities recorded for
these guarantees. In certain instances, FPL Group can seek recourse from third parties for 50% of any amount paid
under the guarantees. Guarantees provided to unconsolidated entities entered into subsequent to December 31, 2002,
and the related fair value, were not material as of June 30, 2007.

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

16

Contracts - FPL has entered into long-term purchased power and fuel contracts. FPL is obligated under take-or-pay
purchased power contracts with JEA and with subsidiaries of The Southern Company (Southern subsidiaries) to pay
for approximately 1,300 mw of power annually through mid-2015 and 375 mw annually thereafter through 2021, and
one of the Southern subsidiaries' contracts is subject to minimum quantities. FPL also has various firm
pay-for-performance contracts to purchase approximately 700 mw from certain cogenerators and small power
producers (qualifying facilities) with expiration dates ranging from 2009 through 2026. The purchased power
contracts provide for capacity and energy payments. Energy payments are based on the actual power taken under
these contracts. Capacity payments for the pay-for-performance contracts are subject to the qualifying facilities
meeting certain contract conditions. FPL has various agreements with several electricity suppliers to purchase an
aggregate of up to approximately 935 mw of power with expiration dates ranging from 2009 through 2012. In
general, the agreements require FPL to make capacity payments and supply the fuel consumed by the plants under the
contracts. FPL has contracts with expiration dates through 2028 for the purchase of natural gas, coal and oil,
transportation of natural gas and coal, and storage of natural gas.

FPL Energy has entered into several contracts for the purchase of wind turbines and towers in support of a portion of
its planned new wind generation. In addition, FPL Energy has contracts primarily for the purchase, transportation and
storage of natural gas and firm transmission service with expiration dates ranging from 2007 through 2036. FPL
Energy also has several contracts for the supply, conversion, enrichment and fabrication of nuclear fuel with
expiration dates ranging from 2007 to 2018.

The required capacity and minimum payments under these contracts as of June 30, 2007 were estimated as follows:

2007 2008 2009 2010 2011 Thereafter
FPL: (millions)

Capacity payments:
(@)

JEA and

Southern subsidiaries
®) $ 100 $ 210 $ 220 $ 220 $ 210 $ 960

Qualifying
facilities ® $ 160 $ 320 $ 320 $ 290 $ 260 $ 3,190

Other electricity
suppliers ® $ 25 $ 55 $ 50 $ 10 $ 10 $ 5

Minimum
payments, at projected
prices:

Southern

subsidiaries - energy
®) $ 40 $ 80 $ 90 $ 40 $ - $ -
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Natural gas,
including
transportation and

storage (©) $ 1,420 $ 1,280 $ 325 $ 260 $ 260 $ 2,155
Coal © $ 35 $ 35 $ 20 $ 10 $ 10 $ -
Oil © $ 490 $ - $ - $ - $ - $ -
FPL Energy $ 720 $ 1,265 $ 120 $ 115 $ 80 $ 695
(a) Capacity payments under these contracts, the majority of which are recoverable through the capacity

clause, totaled approximately $142 million and $155 million for the three months ended June 30,
2007 and 2006, respectively, and approximately $293 million and $300 million for the six months
ended June 30, 2007 and 2006, respectively.

(b) Energy payments under these contracts, which are recoverable through the fuel clause, totaled
approximately $103 million and $108 million for the three months ended June 30, 2007 and 2006,
respectively, and approximately $202 million and $199 million for the six months ended June 30,
2007 and 2006, respectively.

() Recoverable through the fuel clause.

In addition, FPL has entered into several long-term agreements for storage capacity and transportation of natural gas
from facilities that have not yet begun construction. These agreements range from 12 to 23 years in length and
contain firm commitments totaling up to approximately $131 million annually or $2.4 billion over the terms of the
agreements. These firm commitments are contingent upon the occurrence of certain events, including approval by the
Federal Energy Regulatory Commission (FERC) and completion of construction of the facilities in 2008 and 2009.

Insurance - Liability for accidents at nuclear power plants is governed by the Price-Anderson Act, which limits the
liability of nuclear reactor owners to the amount of insurance available from both private sources and an industry
retrospective payment plan. In accordance with this Act, FPL Group maintains $300 million of private liability
insurance per site, which is the maximum obtainable, and participates in a secondary financial protection system under
which it is subject to retrospective assessments of up to $604 million ($402 million for FPL), plus any applicable
taxes, per incident at any nuclear reactor in the United States, payable at a rate not to exceed $90 million ($60 million
for FPL) per incident per year. FPL Group and FPL are contractually entitled to recover a proportionate share of such
assessments from the owners of minority interests in Seabrook, Duane Arnold and St. Lucie Unit No. 2, which
approximates $12 million, $30 million and $15 million, plus any applicable taxes, per incident, respectively.
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FPL Group participates in nuclear insurance mutual companies that provide $2.75 billion of limited insurance
coverage per occurrence per site for property damage, decontamination and premature decommissioning risks at its
nuclear plants. The proceeds from such insurance, however, must first be used for reactor stabilization and site
decontamination before t