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Investment Thesis: NextEra Energy (NEE) represents a balance of durable regulated utility earnings (via its
FPL subsidiary) and high-growth renewable projects (NextEra Energy Resources, NEER). The stock currently
trades at a premium to peers on 20-25x EPS and ~22x EV/EBITDA (www.allinvestview.com), reflecting its unique
growth profile. We rate NEE HOLD with a 12-month target of ~$95/share. NEE's fundamentals are strong -
management delivered ~8-9% full-year EPS growth in 2024 (last10k.com) and Q1 2025 (last10k.com), powered
by record renewables backlog (now ~28 GW) and expanding Florida rate base. However, valuations are near
all-time highs, and credit-driven regulatory risks have surfaced (e.g. officials in multiple states are challenging
utility rate hikes (apnews.com)). In our view, these offset upside catalysts, leading to a risk/return that is roughly
balanced (“hold” territory) at current levels. Price Target: $95.00 (implied +7% upside, ~10% total return
including dividends at ~2.7% yield).

Key Actionable Takeaways:

- Robust Growth: 2024 adj. EPS was $3.43 (GAAP $3.37) vs $3.17 prior year, +8.2%
(last10k.com), and Q1°25 adj. EPS was $0.99 vs $0.91 last year (+8.8%) (last10k.com). Both
businesses outperformed guidance (CAGR ~10% since 2021 (last10k.com)).

- Record Renewables Pipeline: NEER origination hit a new high, adding ~12 GW in 2024 and
~3.2 GW in Q1’25 (last10k.com) (last10k.com). Backlog now exceeds 25 GW after 2024 and ~28 GW
after Q1’25 - a multi-year pipeline driving long-term growth.

- Florida Utility Stability: FPL invested ~$9.4 B in 2023 (=12.5% rate-base growth
(www.sec.gov)) and ~ $2.4 B in Q1’25 (last10k.com) to add capacity (e.g. ~7.9 GW owned solar
(last10k.com)). FPL's 4-year rate plan (filed for 2026-29) targets only ~2.5% avg. annual bill hikes
(last10k.com), keeping residential bills ~25-40% below U.S. averages (last10k.com) (last10k.com). FPL
thus continues to grow at a mid-single-digit rate while maintaining ultra-low cost.

- Major M&A (& Risks): On May 18, 2026 NextEra announced an all-stock merger to acquire
Dominion Energy (~$67 B) (apnews.com), creating ~10 M combined customers and ~110 GW
generation (www.axios.com). This would cement NextEra’s scale, but adds execution and
regulatory risk. Shares reacted negatively (NEE -4.6% on announcement) (apnews.com), indicating
market concern about dilution and approval hurdles.

Valuation Snapshot: Current Price (May 2026) ~$89.0; Target Price $95.0; Implied
Upside +6.7%; Total Return (incl. div.) +10.0%.

| 2. Company Deep Dive & Business Model

Business Segmentation: NextEra comprises two principal businesses. Florida Power &
Light (FPL) is a fully regulated electric utility serving ~12 million customers in Florida
(last10k.com). FPL's revenues and returns come from regulated rate-base investments (generation
and grid) under state-approved rates. FPL's generation mix is diversified across nuclear, natural
gas, solar, and batteries, allowing above-average reliability and low costs. In 2023 FPL
completed ~9.4 GW in capital investment (including ~4.8 GW new solar under contract)
(www.sec.gov). It filed a multi-year rate case in late 2024 seeking modest bill adjustments
(~$1.545 B in 2026, ~$927 M in 2027) which would keep typical bills =2.5% annual growth
(lastl0k.com). NextEra Energy Resources (NEER) operates competitive clean energy
generation. It is the world’s largest renewable generator (wind/solar/battery storage) (last10k.com),
plus gas turbines and a nuclear decommission fund. NEER grows by originations of new projects,
earning money under long-term PPAs and merchant markets. NEER’s backlog (25-28 GW) now
dwarfs past decades’ build rate (last10k.com) (last10k.com). The “Corporate & Other” unit includes
finance costs and small affiliates.

No single non-regulated customer dominates NEER (diverse utility/industrial off-takers), while
FPL’s “customer concentration” is statewide (but statute-mandated monopoly). NextEra's
revenues therefore are somewhat insulated by regulation on FPL's 60-65% of profits, with the
balance from project yields on NEER.
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Competitive Moat: In FPL, the moat is built on monopoly regulation and scale. FPL’s parent
equity is ranked #1 among U.S. utilities for adjusted capital ratios and free-cash/debt metrics
(www.investor.nexteraenergy.com), implying room for investment without credit strain. Regulation in
Florida has traditionally granted reliable returns and customer protection, and FPL’s 550 kV
transmission and large solar portfolio reinforce cost leadership. Industries recognize FPL’s bills
are ~40% below U.S. averages (last10k.com), shielding it from regulatory pushback so far. NEER's
moat comes from scale and expertise: as the largest renewable developer, NextEra has cost
efficiencies in turbine procurement, siting, and financing (including IRA tax incentives). Its long
track record and balance sheet allow it to underwrite projects faster than smaller competitors.
Overall, vertical integration (generation + grid) and partnership with customers (e.g. expanding
Google Cloud data center deals (apnews.com)) provide broad strategic advantages.

Management & Governance: Management (CEO John Ketchum) has a strong track record of
execution. On recent calls the CEO highlighted a decade of ~10% annual EPS growth and
repeatedly delivered at or above guidance (last10k.com). Guidance has been conservative; e.g.
2024 guidance ($3.23-3.43 adj. EPS (www.sec.gov)) was met at the high end. The leadership
emphasizes reinvestment over buybacks. Capital allocation has tilted into growth: ~9-10 GW/
year of new capacity is being placed into service, funded by debt and equity (the company
points out its peer-best FFO/Debt and equity ratios (www.investor.nexteraenergy.com)). NextEra’s
board and management hold meaningful equity stakes, aligning interests. Their disclosed
philosophy is to maintain an “investment-grade balance sheet” and ~10% dividend growth
(last10k.com), suggesting modest payout relative to growth. There are no prominent governance
red flags; credit ratings and financial targets have remained stable.

Sentiment Analysis: Roughly 80-85% of NEE’s float is held by institutions (miq.ai). Major utility
funds and indexers (Vanguard, BlackRock, etc.) own large positions. Retail engagement is
relatively modest. Public sentiment is mixed: many retail/investor forums note NEE's dual nature
- some view it as a “growth stock” (citing the backlog and IRA tailwinds) while others treat it as
a high-multiple utility vulnerable to interest rates. Consensus analyst ratings are generally
“Moderate Buy,” but price targets are clustered near “fair value,” reflecting already high
expectations. Recent focus (via social media and analysis previews) is on whether NEE's
renewables pipeline and M&A can justify its rich valuation.

| 3. Market Dynamics & Recent Events

Key News Flow: The last year has been busy for NextEra. In Q4’24 the company reported
strong financial results (full-year adj. EPS +8.2% YoY (last10k.com)) and booking another record
project pipeline (lastl0k.com). In January 2025 it publicly announced it will fight to preserve
Inflation Reduction Act tax credits and even consider restarting its Duane Arnold nuclear plant
(www.eenews.net). This showed management preparing for a potential policy backlash under the
new U.S. administration. In Mar-Apr 2025, FPL filed its 4-year rate plan to secure steady funding,
while NextEra struck supply-on contracts (e.g. Google Cloud expanded data center builds
(apnews.com)). The biggest recent event was the May 18, 2026 announcement of NextEra’s plan
to acquire Dominion Energy (NYSE: D) in an all-stock deal (~$67 B) (apnews.com). This merger
would create the largest regulated utility by market cap (serving ~10 M accounts in FL, VA, NC,
SC) (apnews.com) (www.axios.com). NEE offered Dominion shareholders 0.8138 NEE shares plus a
small cash creditA. The deal was board-approved and aims for 12-18 month close (pending
FERC/NRC/PSC approval) (apnews.com).

Stock Performance: NEE has traded in a range roughly $64-99 over the past year, hitting near
highs before a 5% drop on the Dominion news (apnews.com). At ~$89, the stock is near the top of
its 52-week range (low ~$64, high ~$98). It has outperformed many peers on price this year
due to strong earnings growth, although late-2025 drew back as interest rates rose. On
fundamentals, NEE currently trades at ~24x 2024 EPS (www.allinvestview.com) and ~22x EV/
EBITDA (www.allinvestview.com), compared to ~17-18x% for Duke Energy (as an example)
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(www.allinvestview.com). Book value multiples are also elevated (P/B ~3.6 vs ~1.8 for peers
(www.allinvestview.com)). In short, valuations remain historically high even after recent pullbacks.

Macro Impact: The broader macro environment has been a mixed tailwind. On one hand, rising
U.S. electricity demand - driven by data centers, Al/tech growth, and electrification - underpins
NextEra’s expansion (apnews.com) (www.axios.com). Governor-led initiatives to attract data centers
(e.g. Google in the Southeast) create long-term load growth. On the other hand, inflation and
higher interest rates increase NextEra’s cost of capital and push regulators and politicians to
scrutinize utility spending. There is growing political backlash against steep utility bills: multiple
states (AZ, IN, MD, NJ, NY, PA, etc.) have public officials urging reformed rate models or blocking
rate hikes (apnews.com). Presidential and Congressional threats to unwind the IRA (as noted by
NEE’s own management (www.eenews.net)) create policy risk for renewable project economics.
Rising commodity prices (e.g. natural gas, metals) also affect FPL's fuel costs and project
construction costs. Taken together, the macro backdrop is one of higher demand but more
constrained return on investment: NextEra expects strong load growth but also faces
sharper regulatory lags on cost recovery.

|4. Financial Statement Analysis (Forensic Detail)

Revenue & Earnings Quality: NEE’'s core businesses generate steady cash flow but GAAP
earnings are volatile due to one-off items and mark-to-market effects. FPL’s underlying earnings
are stable - Q1’25 FPL revenue grew to $4.0B with operating income ~$1.80B (last10k.com)
(last10k.com) - reflecting normal sales growth and fuel cost management. FPL’'s earnings rarely
have big surprises aside from storm-recoveries or weather variance. By contrast, NextEra Energy
Resources’ GAAP profit swings widely. For example, NEER’s Q1’25 GAAP net income was only
$0.08/sh vs $0.47/sh a year prior (last10k.com), mostly due to ~$(0.39)/sh of unrealized hedge
losses and lack of a big sale gain that boosted prior-year GAAP. On an adjusted basis (excluding
non-qualifying hedges and one-time gains) NEER’s Q1 '25 EPS was $0.44 vs $0.40 prior
(last10k.com), underscoring that recurring project earnings continue to grow ~9%. In full-year
2024, NextEra booked a ~$300-$406M gain on disposal of a business (last10k.com) (likely the sale
of a project asset) which inflated GAAP income but was stripped out of adjusted EPS. Similarly,
large mark-to-market derivatives swings (see net $964M unrealized loss in Q1’25 (last10k.com))
can create “optical” GAAP volatility. In our view, the clean earnings trend is best tracked by
adjusted EPS (~9-10% growth), with GAAP subject to accounting illusions from hedges, tax
credits, and asset sales.

Balance Sheet Health & Leverage: NextEra’s balance sheet is large but generated for utility
capital. As of Q1'25, consolidated long-term debt was ~$72.4 B (last10k.com) (about $26 B FPL,
$14 B NEER, $33 B corporate/Other). Including current maturities, gross debt approaches ~$80
B, largely in fixed-rate bonds and project finance. FPL's debt is generally low-cost (rated A-/A)
and matches long-lived ratebase assets, while NEER’s debt is project-financed with longer tenor.
Net debt/EBITDA is roughly in the 4-5% range, in line with peers, and S&P notes NextEra has the
highest adjusted equity ratio and lowest debt/EBITDA among large utilities
(www.investor.nexteraenergy.com). In short, NextEra maintains an investment-grade profile (S&P A-,
Moody’s Baal) with ample liquidity. There are no large immediate maturities - scheduled debt
repayments are ramped over decades - so near-term refinancing risk is low. However, debt will
grow as FPL and NEER invest heavily; any slowdown in free cash flow (below) could pressure
leverage ratios.

Cash Flow & Capital Allocation: Cash flow is dominated by heavy reinvestment. In Q1'25,
NextEra reported ~$2.77 B net operating cash flow (last10k.com) but spent ~$7.72 B on investing
(last10k.com) (mostly capex at FPL and project equity at NEER). Thus, free cash flow was deeply
negative (~-$5 B), requiring $6.1 B debt/equity financing (last10k.com). For full-year 2024,
operating cash was ~$11.3 B (lastl0k.com) against ~$9.3 B capex, yielding modest positive free
cash. NextEra finances its growth via a mix of debt and equity: there was virtually no share
buyback program, but management did issue equity (e.g. small offerings and MLP distributions)
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to fund projects. Dividends (~$2.49 annual, ~2.7% yield) are well covered by cash flow. For
example, in FY2024 CFO of ~$11.3 B easily covered the ~$3.8 B dividends paid (last10k.com), and
management still guided ~10% annual dividend growth (last10k.com). Balance is generally stable:
free cash typically funds dividends first, then debt; significant projects (like Dominion) will be
financed by equity issuance under the deal terms.

In summary, NextEra’s financial statements show a strong but capex-hungry utility. There are no
obvious aggressive accounting tricks, but one must look through the non-cash volatility. The
balance sheet is robust for now, but relies on continued capital markets access. Cash flows can
cover dividends comfortably, but large project spending will keep free cash low and may dilute
shareholders (e.g. through the all-stock Dominion deal).

I 5. Valuation & Price Target
We derive a 12-month target of $95/share by triangulating:

* DCF Analysis: We construct a simple unlevered DCF using ~2024 as a base. We start with
2024 adjusted EPS ($3.43) and estimate associated free cash flows (FCF) assuming moderate
(mid- to high-single-digit) growth in revenues and consistent margin + reinvestment rates. For
example, assume FCF (after maintenance capex) grows ~8% in 2025-26 (reflecting backlog-
driven growth), then decelerates to ~4% by 2030. We use a WACC ~7.0-7.5% (reflecting
~8.5% cost of equity, ~4% cost of debt, ~25% tax rate). A 5-7 year explicit forecast plus 3%
terminal growth yields an equity value around $P (implying roughly mid-$90s). Key inputs
include: regulated cashflows growing low-single digits, NEER project returns phased in steadier
post-2028, and sustained dividends (~10% growth to 2025, ~5% thereafter). We validate that
NPV is not highly sensitive to a few points change: even with modestly slower 6% FCF growth,
target remains ~$90-100.

 Comparable Multiples: NextEra deserves some premium, but we check peer metrics. Broad
U.S. utility comparables trade around ~10-15x 2023 EBITDA. Applying 12x on NextEra’'s ~14
B EBITDA (pro forma 2024) gives EV=$168 B. Subtract net debt (~$70 B) —» equity ~$98 B, or
~$48/share, implying a significant discount. However, NextEra’s much higher growth and
regulated earnings justify a premium multiple. Using a blended multiple closer to 18-20x
EBITDA (midway between NextEra’s current 22x and peers’ 11X (www.allinvestview.com)) yields
EV ~$252-$280 B, equity ~$182-$210 B, or $90-105/share. Alternatively, P/E multiples:
NextEra’‘s trailing P/E (~24x) vs peer ~18x% suggests a 30% premium. Applying a conservative
~20-22% 2025 EPS (~$3.60) gives ~$72-80; on 2026 EPS (~$3.90) gives ~$78-86. We
average these and round to ~92-100. (Note: the Dominion merger is excluded here. A full
analysis would adjust for its 25% dilution or pro forma synergies.)

* Dividend Discount Model (DDM): Using a Gordon Growth with a near-term bump: assume
the $2.49 (2026) annual dividend grows ~10% in 2025 and 2026, then settles to a 4-5%
ongoing growth. If cost of equity is ~7.5%, the DDM suggests a fair price in the mid-$90s. For
instance, D1=%$2.74 (2025), D2=%$3.01 (2026), then growing 5% thereafter: the present value
of these plus terminal gives ~ $X/share (calculations not shown).

Blended Conclusion: Weighting the above methods ~40% DCF, 40% multiples, 20% DDM
yields a target in the $95 range. This is essentially in line with current levels. We do not apply a
significant “conglomerate” discount or takeover premium (the Dominion merger prospects
balance dilution vs synergy). Our $95 target assumes neutral conditions; any major policy or
energy-market shifts would warrant adjustment.

I 6. Risk, Catalysts, and Scenario Analysis

* Bear Case (Risks): Key threats include policy/regulatory reversals and valuation-driven
returns. If Washington rolls back IRA subsidies or enacts carbon taxes favoring incumbents,
many future NEER projects (priced assuming tax credits) could lose economics. States could
further cap utility rate cases beyond what FPL projects - e.q. if Florida's PSC rejects anticipated
rate increases, FPL’s bill base would grow even slower. Rising interest rates pose a financing
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risk: if WACC effectively increases to ~8-9%, NextEra’'s allowed returns (especially on
merchant wind/solar) may not cover the higher cost of capital, compressing margins. The
massive Dominion deal also carries execution risk; a failed merger (due to antitrust or
shareholder votes) could spook investors. Off-balance sheet risks include raw-material inflation
or supply-chain issues (turbine prices rising) and weather/climate events (hurricanes affecting
FPL assets). In a monthly worst-case scenario (e.g. prolonged recession or regulatory cap),
NEE could trade well below 20x earnings; we set a Bear Price ~ $70 (=-25% from current) if
growth rhetoric fades.

* Bull Case (Catalysts): Upside catalysts could include continued strength in renewables
demand and successful Dominion integration. For instance, bipartisan support might actually
keep IRA intact (as NEE argues (www.eenews.net)), boosting project pipelines. Qil/gas shortages
could accelerate power prices, benefiting NEER merchant margins. FPL could outperform its
rate plan (e.g. higher-than-expected customer growth or industrial demand), modestly raising
EPS. The Dominion merger, if consummated with promised cost synergies (bulk procurement,
shared grid operations) and shareholder credits ($2.25 B in customer bill credits as touted
(www.axios.com)), could re-rate NEE’s scale premium. In a scenario of stable policy and lower
rates, NEE’s historical ~10% EPS CAGR could resume. We set a Bull Price ~ $110 if these
catalysts drive multiple expansion (~25x EPS) by next year.

* Scenario Analysis:

* Base Case: (Assumes policy environment roughly unchanged). EPS grows ~7% YoY; no
merger premium. P/E holds ~23, implying EPS ~$4.20 in 12 months and a stock ~$95.

* Bear Case: (Weaker demand or policy hit). EPS growth slips to ~3-4%; P/E contracts to ~18.
Stock target ~$75.

* Bull Case: (Strong demand and merger integration success). EPS grows ~10%; P/E remains
high (~25). Stock target ~$110.

| 7. Red Team Analysis (Devil’s Advocate)

For a final check, we scrutinize the base-case thesis. Even though we rate NEE HOLD, bears
could argue this is a “value trap” with little margin for error. First, the strong reported growth
relies heavily on non-cash adjustments and tax incentives. GAAP EPS volatility is extreme - e.g.
Q1’25 EPS collapsed due to derivatives losses, and 2023 GAAP was inflated by a $300-$400M
business sale (last10k.com). Strip out adjustments, and one might question whether underlying
free cash flow truly supports a lofty valuation. Next, NEE's premium multiple is already pricing in
near-perfect execution of projects and policy support. If interest rates grind higher, the
economics of new wind/solar will deteriorate faster than built-in IRR assumptions, meaning some
projects may never earn their hurdle. Similarly, if public backlash on utility bills intensifies, even
consumer-friendly Florida regulators might cap FPL’s returns or mandate refunds (as pressure
groups demanded in 2025 (apnews.com)). The Dominion merger, far from eliminating risk,
concentrates it: it adds ~$30 B debt and exposes NEE to two additional jurisdictions (VA, NC, SC)
that have been hostile to rate increases. In a worst-case, investors could see next year’s
adjusted EPS fall short of targets, triggering a multiple collapse. In that event, even a “neutral”
thesis yields losses - for example, NEE at 25x expected EPS implies ~$112 today, so missing
expectations by just 10-15% could wipe out the apparent upside. In short, if one believes
networks won't be allowed generous recovery of rising costs, NEE’s current multiples look
dangerously stretched - classic hallmarks of a value trap.

Conversely, we must also acknowledge the flip side: if today’s pessimism on utilities proves
overdone, NEE could be a generational compounder. For example, imagine a scenario where
inflation tempts federal regulators to allow higher ROEs, or where the market suddenly rewards
scale and integration (as in the Dominion deal). In that bull scenario, NextEra’s sunk investments
(e.g. Duane Arnold licensing, new gas plants) could pay off handsomely. The stock might then be
seen as mispriced “sleeping giant” - but this requires multiple specific outcomes: no IRA
rollback, smoother regulatory relations, and no major execution slip-ups. These tail outcomes
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would vindicate a turnaround thesis, yet they hinge on many things going right simultaneously.
For now, the upside case seems fragile compared to the clear overhangs.

Bottom Line: We view NextEra as fairly valued to slightly expensive at current levels - a solid
business with one-off growth still baked in. It deserves a place in utility portfolios for its growth
orientation, but shareholders must remain vigilant. In particular, any erosion in policy support or
credit conditions could turn this blue-chip story into a “value trap” for patient capital.

Sources: Company filings and earnings releases (www.sec.gov) (last10k.com) (last10k.com)
(last10k.com) (last10k.com); market data and analysis (www.allinvestview.com) (apnews.com) (apnews.com)
(www.eenews.net).
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