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MANAGEMENT’S REPORT

The management of FPL Group is responsible for the integrity
and objectivity of the financial information and representations
contained in the consolidated financial statements and other sections
of this Annual Report. The consolidated financial statements, which
in part are based on informed judgments and estimates made by
management, have been prepared in conformity with generally
accepted accounting principles applied on a consistent basis.

To aid in carrying out this responsibility, management maintains
a system of internal accounting control, which is established after
weighing the cost of such controls against the benefits derived.

The overall system of internal accounting control, in the opinion of
management, provides reasonable assurance that the assets of FPL
Group and its subsidiaries are safeguarded and transactions are exe-
cuted in accordance with management’s authorization and are properly
recorded for the preparation of financial statements. In addition,
management believes the overall system of internal accounting con-
trol provides reasonable assurance that material errors or irregularities
would be prevented or detected on a timely basis by employees in the
normal course of their duties. Due to the inherent limitations of the
effectiveness of any system of internal accounting control, manage-
ment cannot provide absolute assurance that the objectives of internal
accounting control will be met. The system of internal accounting
control is supported by written policies and guidelines, the selection
and training of qualified employees, an organizational structure that
provides an appropriate division of responsibility and a program of
internal auditing. To further enhance the internal accounting control
environment, management has prepared and distributed to all
employees a Code of Conduct which states management’s policy

on conflict of interest and ethical conduct.

FPL Group’s independent auditors, Deloitte & Touche LLP, are
engaged to express an opinion on FPL Group’s financial statements.
Their report is based on procedures believed by them to provide a
reasonable basis to support such an opinion. The Board of Directors
pursues its oversight responsibility for financial reporting and account-
ing through its Audit Committee. This Committee, which is comprised
entirely of outside directors, meets periodically with management, the
internal auditors and the independent auditors to make inquiries as to
the manner in which the responsibilities of each are being discharged.
The independent auditors and the internal audit staff have free access
to the Committee without management'’s presence to discuss auditing,
internal accounting control and financial reporting matters.
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INDEPENDENT AUDITORS’ REPORT
TO THE BOARD OF DIRECTORS AND
SHAREHOLDERS, FPL GROUP, INC:

We have audited the accompanying consolidated balance sheets
of FPL Group, Inc. and subsidiaries as of December 31, 2002 and
2001, and the related consolidated statements of income, sharehold-
ers’ equity, and cash flows for each of the three years in the period
ended December 31, 2002. These financial statements are the
responsibility of the company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assur-
ance about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence sup-
porting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and sig-
nificant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present
fairly, in all material respects, the financial position of FPL Group, Inc.
and subsidiaries at December 31, 2002 and 2001, and the results of
their operations and their cash flows for each of the three years in
the period ended December 31, 2002, in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Note 7 to the consolidated financial statements,
in 2002 FPL Group, Inc. and subsidiaries changed their method of
accounting for goodwill to conform to Statement of Financial
Accounting Standards No. 142.
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