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Model Prices 
 

 
 DCF $53 
DDM $81 

Relative P/E $48 

Relative PEG $141 

Price Data 
 

52-week High $93.73 

52 -week Low $67.22 

Key Statistics 
 

Market Capitalization $165.59 b 

Shares Outstanding 1.99 b 
Book Value per share $19.44 

EPS (Dec ‘22E) $2.59 

P/E Ratio (TTM) 43.57 
Forward P/E Ratio 28.6 

Forward Dividend 1.70 

Trailing Annual Dividend Yield 2.02% 
2021 Revenue 17.07B 

2022E Revenue 22.21B 

Financial Ratios (2022E) 
 

ROE 13.70% 

ROA 2.71% 
Debt/EBITDA 5.04x 
Debt/Equity 1.31x 

 
Company Overview 

Next Era Energy (NEE) is one of the largest electric 

utility and renewable power companies in the United 

States. Next Era Energy has two principal business 

operations, FPL and NEER. Florida Line and Power is 

the largest utility provider in Florida and one of the 

largest in the United States. FPL’s strategic focus is 

investing in the generation, transmission, and 

distribution facilities to deliver customers low utility 

bills, high reliability and outstanding customer service. 

NEER is the world's largest generator of renewable 

energy from wind and solar power, they are also a 

world leader in battery storage for energy. NEER 

Operates in the US and Canada and its strategic 

focus is the development, construction and operation 

of long-term assets. For Fiscal year ended NEE’s 

Revenue Decreased 5.2% to 17.06 billion. 
 

Drivers of thesis: 

Next Era’s two largest subsidiaries Florida Light & 

Power and Gulf Power are expected to increase in 

revenue due to rate hikes and population growth. 

 

NextEra Energy Resources (NEER) will grow at 

elevated rates in 2022 to allow revenues to catch up to 

pre-pandemic levels. As renewable sources of energy 

are becoming a more focused product due to the Biden 

Administration and zero-emission plans we expect 

NEER revenues to increase during the forecast period 

 

Risks of Thesis: 

The six interest rate hikes during the year as well as 

future interest hikes coming will dampen the housing 

market and housing starts. Rising interest rates will 

result in higher mortgage results swaying consumers 

from purchasing homes and developers from building 

homes 

 

The interest rate hikes will reduce real GDP growth. 

Real GDP growth is an indicator of economic activity. 

If the economic activity declines so will demand for 

electricity and result in decreased revenue for NextEra. 

 
 

 

Important disclosures appear on the last page of this report. 

Current price $85 

Target price range $87-$92 

52 week range $67-$94 
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Housing Starts 

growth of customer accounts to decrease to 

around 0.5% to 1% from 2022-2023 and rise 

back to 1-2% from 2024 and onwards. 

Interest Rates 
 

Housing starts is an indicator for the growth of 

customer accounts in utilities. More homes 

being built means more demand resulting in 

increased customer accounts and revenue for the 

company. 

 

 

 

 

 

 

 

 

 

 

 
After the 2008 recession the number of housings 

starts has steadily increased until the start of the 

pandemic where there was a sudden drop. From 

2020-2021 the number of housings starts 

increased significantly. This was a result of the 

work from home environment being adopted by 

many Americans. As such the demand for 

homes drastically increased and the housing 

market responded accordingly. NextEra Energy 

benefitted heavily from this as many Americans 

wanted to move to Florida to capitalize on work 

from home. As a result, Florida experienced a 

rapid population growth between April 1, 2020, 

to July 1, 2020, of 1.1%. Due to an increase in 

population growth in Florida, NextEra Energy 

experienced a rapid increase in customer 

accounts. In the month of September 2022, 

housing starts fell from 1.46 million to 1.44 

million an 8.1% m/m decrease.1 Going forward, 

we expect the housing starts to decrease to 

around 1.3 to 1.4 million. We believe this to be 

the case due to the rising interest rate 

environment that may sway builders from 

developing homes. Overall, we expect the 

The utility industry is very capital intensive. As 

such, acquisitions of other utility companies and 

heavy capital expenditures are necessary to 

foster growth. Since much of this growth is 

financed through debt issuance, utilities are 

sensitive to long-term treasury yield curves. If 

the interest rates increase, so does the cost of 

issuing debt, which will result in less capital 

expenditures. Due to the current inflationary 

environment, we expect interest rates to continue 

rising to curb inflation. The inflation rate is 

currently 7.7% for the 12 months ended October 

2022.2 Since March 17, 2022, the United States 

has experienced six rate hikes. As of November 

2022, the 10-year treasury has an interest rate of 

3.79%. We expect the 10-year treasury rate to 

continue rising into May 2023 where it reaches 

4.68%.3 2024 and onwards, we expect the 10- 

year treasury rate to decrease gradually until it 

levels off around 2%. 

 
The rising interest rate environment also affects 

mortgage rates. As of November 2022, the 30- 

year fixed mortgage rate was 7.24%.4 Since we 

expect 10-year treasury rate to continue 

increasing, its likely mortgage rates will also 

increase. We expect mortgage rates to increase 

to around 8% by May 2023 and fall to around 

5% for 2024. Mortgage rates are an important 

indicator for housing demand and housing starts 

as consumers are less likely to purchase homes 

if the mortgage rates are increasing as it 

increases the cost to consumers. The rising 

mortgage rate environment impedes NextEra’s 

ability to grow customer accounts. 
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Economic Analysis 

United States Housing Starts 



 

 

 
Real GDP Growth 

 
Real GDP growth is the change in quantity of 

goods and services produced in an economy, 

adjusted for inflation. Real GDP growth has a 

direct impact on utilities. The growth of real 

GDP indicates that the economy is producing 

more goods which increases the demand for 

electricity. Currently, real GDP increased to an 

annual rate of 2.6% for the third quarter of 

2022.5 

 

Source: Congressional Budget Office7 

 
Due to a combination of inflation, rising interest 

rates, and a reduction in consumer spending 

power we expect real GDP to decline to 2.3% in 

2023 and is expected to stay at 2.3% growth till 

2026. 6 This decrease in real GDP will 

negatively affect NextEra in the coming years as 

production and electricity demand decrease. 

This will play a role as NextEra receives 

approximately 33% of its revenues from 

commercial operations. 

 
Regulation 

The utilities industry is considered a regulated 

monopoly. It is regulated to be the sole provider 

of electricity in each area. Their rates are 

regulated at the state level to protect consumer 

interests and avoid unfair rates. NextEra has two 

rate regulated segments: Florida Power & Light 

and Gulf Power. Both segments combined 

contribute more than 3/4th of NextEra’s total 

revenue. 

 

 
Looking forward, many people have 

environment concerns and as such many 

companies are developing sustainability efforts 

to support these concerns. The Biden 

Administration has enacted a plan to reach net 

zero emissions by 2050.8 Utilities that are 

heavily reliant on non-renewable sources of 

energy will be heavily impacted. NextEra 

Energy has been decreasing its carbon footprint 

for the last 20 years. They are currently 

producing 28% emissions less than the national 

average. They are looking to change their 

generation mix to 50% decarbonization by 

2050.9 NextEra’s heavy capital expenditures into 

their renewable segment is proof of their 

investment into decarbonization. We believe 

NextEra is in a good position to transition to 

renewable energy. 

 
Natural Gas & Supply Prices 

 
Natural gas prices have a significant impact on 

the utility industry. Natural gas is the prominent 

fuel source used for the FPL segment at 78%.10 

As such most fuel costs are tied to natural gas. 
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Industry Analysis 

 

 

 
 
 
 
 
 

Source: CME Group12 

 
In 2021, natural gas spot prices averaged $3.91 

per million British Thermal Units (mBTU).11 

Due to Russian-Ukraine conflict natural gas 

prices have surged. As of November, the Henry 

Hub natural gas spot price is $6.31/mBTU. 

Currently the future curves tell us that the price 

for natural gas will slightly increase in January 

to around $6.61/mBTU and then decrease for the 

upcoming year. Since 78% of electricity in FPL 

is comprised of natural gas, this means that 

NextEra Energy will see a decrease in fuel costs 

going onto 2023. Since utility companies often 

pass fuel costs onto consumers, we can expect a 

decreased rate moving forward. 

 

 
Industry Overview 

 
Electric utility companies transmit and distribute 

electricity from power generators to distribution 

centers, other electric utilities, and final 

consumers. These companies must own 

production facilities, as well as transmission and 

distribution systems that can manage the 

demand of load on its system. In general, 

electric utilities’ lowest earnings typically occur 

in the first and fourth quarter due to most people 

heating their homes with oil or gas. While their 

peak earnings are in the second and third quarter 

when most people are cooling their homes. 

Actual results may vary by region and depend 

on the weather conditions and other factors. 

Recent Developments and Trends 

 

Economic Changes 

Forecast U.S. sales of electricity to fall 0.4% in 

2023. This is a result of weaker electric demand 

in 2023. Residential decline of 1.0%-1.5%, 

commercial decline of 0.5%, and industrial 

growth of 1.0% - 1.5%. 

 

Shifting Towards Clean Energy 

 

There is a shift towards renewable energy 

sources. Renewable energy sources are cheaper 

than natural gas sources. Solar energy is now 

33% cheaper than natural gas.16 Biden’s clean 

energy plan of reaching carbon free emissions 

by 2050 will also play an important role in the 

shift towards clean energy. Many companies 

within the electric utilities industry are in the 

transition process. 

 
Battery Storage 

Natural-gas fired peaker plants will be phased 

out for utility-scale battery storage powered by 

renewable energy. Lithium-ion batteries are 

cheaper and can inject power into the grid 

Adoption of renewable energy powered battery 

storage will negatively impact the pure-play gas 

utilities, as renewable energies are substitute for 

natural gas, and will reduce demand for natural 

gas distribution. Storage projects within the next 

year. 10GW storage expected for 2023 

 

M&A Activity 

 

M&A has been a driver for utility companies to 

acquire more capital and sources of energy. In 

2021, the deal value for utilities reached $262.3 

billion.17 This M&A environment was 

influenced by the low interest rate at the time. 

However, in 2022, there has been a strong 

decline in M&A activity due to the rising 

interest rate. We still expect interest rates to 

increase until May 2023. As a result, we don’t 

expect much M&A activity within the utility 

industry this time around. 

 

Current Competitive Climate 
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Company Analysis 

We believe companies that have sizable 

renewable sources and are investing in 

renewable sources are best positioned for the 

future. The companies listed below are investing 

in large amounts of capital to fund renewable 

energy projects NextEra Energy, Duke Energy, 

Dominion, American Electric Power, Exelon 

 

Porters Five Forces Analysis 

Degree of Competition 

The utility industry in the United States is 

dominated by a small number of companies, 

which leaves little room for competition. Utility 

companies are granted franchises for states and 

cities, which means that only they operate in that 

area. For competition to arise a company with a 

more favorable may be able to compete if it’s 

possible with existing regulation. 

 

Bargaining power of Customer 

 
Bargaining power of customers is low as utility 

rates are set by regulators. Customer regulatory 

groups have some influence on rates, but very 

little. Residential usage is tied to economic 

activity. Industrial customers have a greater 

ability to influence consumption and have the 

highest bargaining power, while residential has 

the lowest. 

 
Bargaining Power of Suppliers 

 
Bargaining power of suppliers is high as 

commodity fuels are the main inputs for power 

generators. Fuel costs change often as supply 

and demand ebbs and flows. Regulation helps 

reduce the volatility of gas costs passed to 

customers. Wholesale purchases may need to be 

made in order to need high levels of demand. 

 
Threats of Substitutes - Low 

 
The threat of substitutes is low. Electrical and 

natural gas utilities can on occasion be 

substituted for one another. Generally, switching 

between different sources of non-renewable 

energy is costly. There is significant capital 

investment to change. Energy efficiency policies 

may force utility to make changes, however, to 

cleaner, renewable energy. As batteries evolve, 

they could be used instead of gas fired peaking 

plants, but this change is gradual. 
15 Industry Survey: Utilities by Daniel Rich and Wilson Ko (Net advantage) 

 

(for Porters Five) 

 
 

 

 

Company Description and Organizational 

Structure  

 

Next Era Energy is one of the largest electric 

power and energy infrastructure companies in 

North America. They are also leaders in 

renewable energy generation, battery research 

and energy transportation. Next Era Energy is 

broken down into two main business operations. 

Florida Line and Power (FPL) and NEECH (or 

NEER). Florida Power and Line provide Electric 

Utility services throughout Florida mostly in the 

eastern and northwest parts of Florida. NEER is 

a pioneer in renewable energy generation 

predominantly through wind and solar energy 

generation. They also research and implement 

batteries, energy transportation and energy 

infrastructure. NEER is then broken down into 

NextEra Energy Resources, NEET, and Other 

Subsidiaries. Next Era Energy is the largest held 

company under Utilities for the S&P 500. Next 

Era is leading the Utility Industry with a market 

cap of 165.5B, which is double that of its closest 

competitor. 
 

 

13 Next Era Energy 10-K 2021 Juno Beach, Florida 2021 
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Florida Line and Power 

 
Florida Line and Power is the largest electric 

power utility in Florida and of the largest utility 

companies in the United States. AS of December 

31st, 2021, FPL has 28450 MW of net 

generating capacity. 77,000 circuit miles of 

transmission and distribution line, along with 

696 substations. FPL has also started a retail gas 

business that services 117,00 Florida residents. 

On January 1st, 2021, FPL and Gulf Power 

merged, with FPL being the surviving company. 

FPL services more than 11 million people in 

Florida through 5.7 million customer Accounts. 

FPL predominantly operates off the eastern 

coast of Florida, the northwest corner and the 

southwest coast. 

 
13 Next Era Energy 10-K 2021 Juno Beach, Florida 2021 

 

 

FPL Revenue 

 

FPL’s operating revenue predominantly (56%) 

comes from its residential customers throughout 

Florida. Though commercial sales make up 33% 

of operating revenue on average over the past 

three years. Utility Rates that can be charged fall 

under separate governing agencies for each 

segment. Residential rates are regulated under 

FSPC (and wholesale is governed under FERC 

(Federal Energy Regulatory Commission). 

Regulatory Rates are generally structured so that 

the cost of providing is cover and a reasonable 
rate of return on invested capital is covered. 

 

 

13 Next Era Energy 10-K 2021 Juno Beach, Florida 2021 

 

 

FPL Fuel sources 

FPL relies on multiple fuel sources to fulfill its 

business operations. Natural gas is the largest 

fuel source used with nuclear second and solar 

third. Additionally, 71% of energy generating 

facilities have dual fuel capacity and could 

alternate between fuel sources. FPL owns and 

operates four nuclear power plants in Florida. 

 

13 Next Era Energy 10-K 2021 Juno Beach, Florida 2021 
 

Gulf power 

 

On Jan 1st, 2021, Gulf Power and FPL merged, 

with Gulf Power being under FPL. Though Gulf 

Power is under FPL it is regulated as a separate 

ratemaking entity. Operating under a separate 

ratemaking body has allowed a ROE of 10.25%, 
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which falls in the regulated range of 9.25% to 

11.25%. As of January 1st, 2022, Gulf Power 

served 481,000 customers and has 3,500 MW of 

electric net generating capacity. Lastly, the 

9,500 transmission and distribution lines allows 

Gulf power to reach its customers with minimal 

difficulty. 

 

NEER 

 

Next Era Energy Resources is focused on the 

ownership, development, construction, 

management and operation of electric generation 

facilities. NEER also operates in the wholesale 

market of electric power in the US and Canada. 

With Approximately 24,600 MWs of total 

generating capacity, NEER, is one of the largest 

wholesalers of electric power in the US. Along 

with electric power generation NEER develops 

and constructs Battery storage for the energy it 

produces. As of December 31st, 2021, NEER 

had ownership of 735 MWs of Battery Storage. 
 

13 Next Era Energy 10-K 2021 Juno Beach, Florida 2021 

 

 

 

 

NEER Revenue and Regulation 

 

NEER’s revenue comes from the selling of 

products it generates, such as, energy, capacity 

and renewable energy credits. NEER’s Assets 

used in revenue generation are primarily natural 

gas, wind, solar, other and nuclear (in order of 

importance). The majority of NEER’s revenues 

come from wholesale electricity markets. NEER 

primary competes with lower prices, but 

wholesale markets are regional and vary vastly 

across North America. Though NEER competes 

differently in different regions, the main goal is 

to enter long term bilateral contracts for full 

output of its generation facilities. As of 

December 31st, 2021, most of NEER’s 

independent operating power projects in the US 

have received exempt wholesale generator status 

under the Public Utility Holding Company act of 

2005. Lastly, most of NEER’s facilities are 

regulated under FERC and NERC. 
 

 

13 Next Era Energy 10-K 2021 Juno Beach, Florida 2021 

 

 

Competition 

 
Ticker: Market Cap ($B) ROE Share Price ($) ESG 

NEE 168.2 10.2% 84.32 27.3 

DUK 75.4 6.6% 95.24 27.2 

SO 72.0 11.3% 65.83 N/A 

DUK 51.4 6.6% 59.61 25.4 

AEP 48.5 10.6% 89.74 25.8 

EXC 37.9 6.9% 38.06 N/A 

 
Duke Energy Corporation 

 
Duke Energy Corporation engages in the 

distribution of natural gas and energy related 

services. It operates through the following 

segments: electric utilities and infrastructure, gas 

utilities and infrastructure and commercial 

renewables. The electric utilities and 

infrastructure segments operate in the 

Caroline’s, Florida and the Midwest. The gas 

utilities and infrastructure segments focus on 

Piedmont, natural gas local distribution 

companies in Ohio and Kentucky. The 
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Valuation Analysis 

commercial Renewables segment acquires, 

builds, operates, and owns wind and solar 

renewable generation throughout the United 

States. 

 
The Southern Company 

 
The southern Company is a Holding company, 

which engages in the generation and sale of 

electricity. It operates through the following 

segments Traditional Electric Operating 

companies, Southern Power and Southern 

Company Gas. The Traditional Electric 

operating company refers to vertically integrated 

utilities that own generation transmission and 

distribution facilities and supplies electric 

services to the states of Alabama, Georgia, 

Florida and Mississippi. The Southern Power 

segment constructs, acquires, owns, and 

manages generation assets such as renewable 

energy projects and sells electricity in the 

wholesale market. Lastly, the Southern 

Company gas segment distributes natural gas 

through natural gas facilities in the states of 

Illinois, Georgia, Virginia, New jersey, Florida, 

Tennessee and Maryland. 

 
Dominion Energy Company 

 
Dominion Energy Company engages in the 

provision of electricity and natural gas to homes, 

businesses, and wholesale customers. Its 

operations also include a regulated interstate 

natural gas transmission pipeline and 

underground storage system. Its operating 

business segments are Dominion Energy 

Virginia, gas distribution, Dominion Energy 

South Carolina, Contracted Assets, and 

corporate. Dominion Energy operates in 15 

states, predominantly southeastern states. 

 

 
American Electric company 

American Electric company engages in the 

generation, transmission and distribution of 

electricity. Its operating segments include 

Vertically integrated Utilities, Transmission and 

distribution Utilities, AEP Transmission and 

HoldCo Generation and marketing. The 

transmission and utilities segment represents the 

transmission and distribution of electricity for 

sale to retail and wholesale customers. The AEP 

Transmission HoldCO is comprised of the 

development, construction and operation of 

transmission facilities through investments in its 

wholly owned transmission subsidiaries and 

joint ventures 

 
Exelon Corporation 

 
Exelon Corp operates as a utility service holding 

company, which engages in the energy 

generation, power marketing and energy 

delivery business. Its operating segments are 

Mid Atlantic, Midwest, New York, ERCOT 

(Electric reliability court of Texas) and other 

power regions. The Mid Atlantic operates in the 

northeastern part of the United States. The 

Midwest, New York and Texas segments 

operate in their expected territories. 
14 

FactSet financial data and analytics 
 

(For all competition data) 

 

 
 

Valuation Approach 

 
To value NextEra Energy we used historical 

performance to give us guidance on financial 

performance. We also analyzed the current 

economic climate to better help us with our 

forecasts. Standard and Poor’s industry analysis 

was used to help us better understand which 

factors impact the utilities industry. To value the 

intrinsic price per share we conducted 

discounted cash flow, economic profit, dividend 
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discount, and relative valuation analysis. The 

assumption in these models were guided by 

company, economic, and industry research. 

 
Revenue Decomposition 

 
We forecast NextEra to have revenue growth of 

26.73% for 2022, resulting in revenue of 

$21.631 billion. For years 2023, 2024, 2025, and 

2026 we forecast revenue growth at 9.70%, 

5.23%, 3.88%, and 3.42% respectively. 

 
Most of NextEra’s revenue comes from their 

FPL segment. FPL revenue is expecting to grow 

by 21.3%. We expect this to be the case due to 

the increase in customer accounts and the rate 

hikes due to the increased cost of natural gas. 

The increase in demand is also a driving factor. 

Year 2022 also has been a year of high 

economic activity which drives the demand for 

electricity. We expect FPL’s revenue growth to 

decrease rapidly in 2023 as the high interest 

rates will sway consumers from moving to 

Florida and purchasing homes. 

 
We forecast Gulf power to grow at 23% in 2022. 

We expect this to be the case due to the growth 

in customer accounts and the rate hikes due to 

increased cost of natural gas that will be passed 

to customers. We expect a rapid decrease in 

growth in 2023 to due to increased interest rates 

that will sway consumers from moving to 

Florida and purchasing homes. 

 
NEER is forecasted to grow at 69% in 2022. We 

primarily made this forecast to bring NEER’s 

revenue near to pre-pandemic levels. We 

believed that since the economy was back to its 

normal operations, NEER would experience 

rapid growth. In 2023, we expect NEER to grow 

at 10%. NEER has massive amounts of capital 

expenditures comings its way which will boost 

revenue; however, it will be slightly offset with 

the decline in GDP growth. 

 
Fuel, Purchased Power, and Interchange 

Expense 

 
We expect Fuel, Purchased Power, and 

Interchange Expense to decrease over our 

forecast horizon. We believe this to be the case 

due to the price of natural gas future quotes 

decreasing within the next year. We do expect 

NextEra to be impacted less by increases in 

natural gas prices as they can always pass the 

cost to consumers. Additionally, with large 

investments in NEER, we can expect NextEra to 

be more reliant on renewable energy sources. 

 
Other Operations and Maintenance Expense 

 
Other Operations and Maintenance Expense are 

expenses related to plant and transmission line 

maintenance and repair as part of normal 

operations. We forecast Other Operations and 

Maintenance Expense as an average of historical 

sales percentage. The expense has remained 

constant the last 5 years with a range of 18-23%. 

We decided on an average rate of 20.44% for 

our forecast. 

 
Depreciation Expense 

 
Depreciation and Amortization Expense plays a 

big factor on the income statement due to 

NextEra’s need for large amounts of PPE. We 

calculated PPE by dividing depreciation expense 

by beginning net PPE over the last 5 years and 

taking an average. We calculated an implied 

depreciation rate of 5.07% for our forecast. To 

calculate projected Depreciation and 

Amortization Expense we took the implied 

depreciation rate of 5.07% and multiplied by the 

beginning PPE from prior year. Due to 

NextEra’s heavy capital expenditures in the 

coming years, we expect Depreciation and 

Amortization Expense to increase during the 

forecast period. 
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WACC 

 
Cost of Equity 

 
To calculate the cost of equity we used the 

CAPM method by taking beta times the equity 

risk premium and adding the risk-free rate. We 

used the historical 5Y beta which was measured 

against the S&P 500. We used a beta 0.49 which 

indicates that NextEra is less sensitive to 

changes in the market. We used the 10-year 

treasury bond to for our risk-free rate of 3.79%. 

For our equity risk premium, we used 

Damodaran’s implied ERP of 4.59% as of 

November 1, 2022. Using the CAPM formula 

we calculated a cost of equity of 6.04%. 

 
Cost of Debt 

 
To calculate the cost of debt we first found the 

pre-tax cost of debt by taking the yield to 

maturity of NextEra’s corporate bond that 

matures on 1/15/2052. We used a bond with 

long-term maturity to match the duration of 

projects that the debt will be financing. Our pre- 

tax cost of debt in the model is 5.21%. By taking 

the risk-free rate of 3.79% and subtracting the 

pre-tax cost of debt of 5.21% we found an 

implied default premium of 1.42%. To calculate 

the after-tax cost of debt we took the pre-tax cast 

of debt and multiplied by 1 minus the marginal 

tax rate of 24% for an after-tax cost of 3.96%. 

 
WACC 

 
To calculate the WACC we need to find the 

weights of equity and debt to the total market 

value of the firm. The total market value of the 

firm is equal to the market value of equity and 

the market value of debt. To calculate the weight 

of equity, we took the current share price and 

multiplying it by the number of shares 

outstanding and then dividing it by the total 

market value of the firm. The weight of debt is 

found by adding the market value of the firm’s 

debt and dividing by the total market value of 

the firm. Once the weights are calculated, we 

multiply the weights by the respective cost of 

equity and debt. This results in a WACC of 

5.51% for NextEra which will be a key input in 

the discounted cash flow model. 

 
Valuation Models 

 
Discounted Cash Flow 

 
In our discounted cash flow analysis, we took 

the forecasted free cash flows for the next five 

years. The free cash flows were calculated by 

taking the net operating profit less adjusted taxes 

and subtracting by the change in invested 

capital. We then calculated a continuing value 

(CV) to represent the future cash flows after the 

forecast horizon. The assumptions in the CV are 

CV growth of NOPLAT, the CV year ROIC, 

and the WACC. The CV growth of NOPLAT 

was 3%, which we believe represents a stable 

economic growth going into the future. For the 

CV ROIC, we used the 2026 NOPLAT divided 

by invested capital from the prior year (found on 

the Drivers sheet below) which gives us a value 

of 6.96%. The calculation for the CV also 

contains the WACC of 5.52%. The resulting CV 

is $170,025 billion which represents all the 

future cash flows assuming the company 

operates indefinitely. We discount the free cash 

flows from 2022-2025 and the CV for year 2026 

and onwards by the WACC. We sum these 

values up to calculate the operating value. To 

calculate the value of equity we take the 

operating value of assets, add the non-operating 

value of assets and subtract the value of debt and 

ESOP. The value of equity of $100,802 is 

divided the number of shares outstanding to find 

the intrinsic value per share. This results in an 
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Sensitivity Analysis 

implied share price of $53.24 after adjusting for 

the elapsed time since the last fiscal year end. 

 
Economic Profit 

 
The economic profit (EP) method of valuation 

calculates the same implied share as the 

discounted cash flow method but uses a different 

set of inputs to calculate the value of the 

operating assets. The EP method calculates the 

economic profit for the forecast years and uses a 

continuing value (CV) to capture the value 

beyond the forecast horizon. EP is calculated by 

taking the beginning invested capital and 

multiplying it by the difference of the return on 

invested capital and the WACC. The CV is 

calculated using the EP in 2026, CV growth of 

NOPLAT, CV year ROIC, and WACC. The CV 

of EP yields a value of $63,300 billion. 

Afterwards, we discount the EP from years 

2022-2025 and the CV to calculate the present 

value of EP of $53,743 billion. We then add the 

value of invested capital from the last fiscal year 

end to calculate the value of operating assets of 

$145,034 billion. We then adjusted the value of 

operating assets by the value of non-operating 

assets, value of debt, and ESOP to calculate the 

value of equity. By dividing the value of equity 

by the number of shares yields an implied price 

of equity of $53.24 as in the discounted cash 

flow valuation. 

 
Dividend Discount 

 
To calculate the share price from the dividend 

discount model (DDM) we forecast dividends 

per share for years 2022-2026 and using a 

continuing value formula which consists of CV 

growth of EPS, CV year ROE, and cost of equity 

to calculate the CV P/E multiple. The return on 

equity is calculated by taking 2026 Net Income 

and dividing it by 2025 shareholder’s equity. 

The CV P/E multiple we calculated is 26.24. We 

multiply this by the CV year EPS of 3.48 to 

calculate a future stock price in 2026. We 

discount back the future stock price and the 

dividends per share from 2022-2025 by the cost 

of equity. Summing these values up yields an 

implied price of $81.31. The DDM is higher 

than the discounted cash flow and economic 

profit model due to the high P/E multiple be 

influenced by the high ROE in the CV year. 

 
Relative 

 
For relative valuation we used comparable 

companies found within the electric utilities 

industry. The five companies we found were all 

trading with a price-to-earnings multiple 

between 16-20. We used an average price-to- 

earnings in 2022 and 2023 of 18.44 and 17.51. 

We multiplied these values by NextEra’s 

forecasted EPS in 2022 and 2023 to yield 

implied relative values of $48.60 and $49.44. 

We also calculated the relative values in relation 

to price-to-earnings growth (PEG). We took the 

average of the PEG of the five comparable 

companies for years 2022 and 2023 and 

multiplied by NextEra’s 2022 and 2023 

forecasted EPS, estimated five-year EPS growth, 

and PEG for 2022 and 2023. The relative PEG 

implied values for 2022 and 2023 were $146.54 

and $148.90. The PEG implied values are much 

higher due to high estimated five-year EPS 

growth of 14.2%. 

 

 

 
Beta vs ERP 

 
We performed sensitivity analysis on beta vs 

equity risk premium (ERP). We noticed that 

0.05 changes in beta resulted in significant 

changes in the implied share price. We saw the 

same trend with ERP. Both beta and ERP are 

important in calculating the cost of equity which 
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feeds into the WACC. Higher beta and higher 

equity risk premiums result in higher WACC 

and lower implied share price and vice versa. 

 

 
WACC vs CV Growth of NOPLAT 

 
We decided to test WACC against CV Growth 

of NOPLAT. Both variables are important 

factors in calculating implied share price. From 

the table we can see that lower WACC leads to 

higher share prices. The CV Growth of 

NOPLAT is important in calculating the CV 

which represents a large portion of the value of 

operating assets. We can see that small 

increments in CV Growth of NOPLAT increase 

or decrease implied share price by significant 

amounts. 
 

 
Risk Free Rate vs Pre-Tax Cost of Debt 

 
We wanted to test the risk-free rate and the pre- 

tax cost of debt and its impact on share price. 

The share price is sensitive to increases in risk- 

free rate and pre-tax cost of debt. This is because 

the risk-free rate and pre-tax cost of debt are 

important when calculating the WACC. 

 

 

Depreciation Rate vs Marginal Tax Rate 

 
We wanted to test depreciation rate against 

marginal tax. NextEra has lots of PPE on its 

balance sheet and is expected to make large 

amounts of investments, so we wanted to see 

how changes in depreciation rate affect implied 

share. Small changes in depreciation rate do 

affect implied share price, but not heavily. We 

wanted to test marginal tax rate because NextEra 

is expanding its NEER operations to different 

states. As a result, their marginal tax rate may 

increase or decrease. Small changes in marginal 

tax rate do affect implied share price, but not 

heavily. 

 

 
Cost of Equity vs CV ROE 

 
We wanted to test the sensitivity of cost of 

equity and CV ROE in relation to the implied 

share of the dividend discount model. The 

dividend discount model will play a big role in 

our final implied price due to the nature of 

NextEra supporting large dividend yields. Small 

increases/decreases in the cost of equity 

drastically affect the implied share. Whereas 

small changes in the CV ROE doesn’t appear to 

have a drastic effect on implied share price. 
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Important Disclaimer 
 

This report was created by students enrolled in the 

Security Analysis (6F:112) class at the University of 

Iowa. The report was originally created to offer an 

internal investment recommendation for the 

University of Iowa Krause Fund and its advisory 

board. The report also provides potential employers 

and other interested parties an example of the students’ 

skills, knowledge and abilities. Members of the 

Krause Fund are not registered investment advisors, 

brokers or officially licensed financial professionals. 

The investment advice contained in this report does 

not represent an offer or solicitation to buy or sell any 

of the securities mentioned. Unless otherwise noted, 

facts and figures included in this report are from 

publicly available sources. This report is not a 

complete compilation of data, and its accuracy is not 

guaranteed. From time to time, the University of Iowa, 

its faculty, staff, students, or the Krause Fund may 

hold a financial interest in the companies mentioned in 

this report. 
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NextEra Energy, Inc. (NEE) 
 

 

Revenue Decomposition  

Fiscal Years Ending Dec. 31 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

Revenue (in $USD millions) 19,204 17,997 17,069 22,211 24,367 25,640 26,640 27,553 

Revenue growth rate 14.81% -6.29% -5.16% 30.12% 9.71% 5.22% 3.90% 3.43% 

Segments:         

Florida Power and Light:         

Total revenue 12192 11662 12600 15288 16649 17466 18036 18539 

Residential 6,706 6,764 6,930 8510 9361 9829 10183 10488 

Residential Growth Rate 2.78% 0.87% 2.45% 22.80% 10.00% 5.00% 3.60% 3.00% 

Commercial 4,267 3,732 4,158 5156 5568 5836 5987 6137 

Commercial Growth Rate 5.80% -12.55% 11.42% 24.00% 8.00% 4.80% 2.60% 2.50% 

Wholesale 366 350 504 528 549 570 587 602 

Wholesale Growth Rate -22.91% -4.35% 44.06% 4.80% 4.00% 3.80% 3.00% 2.50% 

Other 853 816 1,008 1094 1170 1231 1278 1311 

Other Growth Rate 2.78% -4.35% 23.48% 8.50% 7.00% 5.20% 3.80% 2.60% 

Y/Y Growth 2.78% -4.35% 8.04% 23.00% 15.00% 8.00% 7.00% 7.00% 

Gulf Power 1487 1398 1503 1849 2126 2296 2457 2629 

Growth rate  -5.99% 7.51% 23.00% 15.00% 8.00% 7.00% 7.00% 

NEER 5639 5046 3053 5160 5676 5959 6227 6464 

Growth rate 13.14% -10.52% -39.50% 69.00% 10.00% 5.00% 4.50% 3.80% 

Corp. and Other -114 -109 -87 (85) (84) (82) (80) (79) 

Growth rate -4.20% -4.39% -20.18% -2.00% -2.00% -2.00% -2.00% -2.00% 

Customer Accounts 
        

Florida Power & Light (millions) 5.1 5.1 5.7 5.74 5.81 5.92 6.03 6.16 

Account growth rate 2.02% 1.49% 10.96% 0.75% 1.20% 1.80% 2.00% 2.00% 

Revenue per account ( in USD $) 2,409 2,270 2,211 2,662 2,865 2,952 2,989 3,012 

Revenue per account growth rate 0.75% -5.75% -2.63% 20.43% 7.61% 3.05% 1.24% 0.77% 

Gulf Power (millions) 0.46 0.47 0.48 0.48 0.49 0.49 0.50 0.51 

Account growth rate 0.04% 1.96% 1.48% 0.55% 0.80% 1.00% 1.48% 1.96% 

Revenue per account ( in USD $) 3,199 2,949 3,125 3,822 4,361 4,663 4,917 5,160 

Revenue per account growth rate  -7.79% 5.95% 22.33% 14.09% 6.93% 5.44% 4.94% 

Generating Capacity 
        

Florida Power & Light Total MW 27,400 28,414 28,564 28992 29427 29869 30317 30772 

Revenue per MW 0.44 0.41 0.44 0.53 0.57 0.58 0.59 0.60 

Generating Capacity Growth Rate 11.84% 3.70% 0.53% 1.50% 1.50% 1.50% 1.50% 1.50% 

Gulf Power Total MW 2,300 2,400 3,500 3605 3713.15 3824.5445 3939.2808 4057.4593 

Revenue per MW 0.65 0.58 0.43 0.51 0.57 0.60 0.62 0.65 

Generating Capacity Growth Rate  4.35% 45.83% 3.00% 3.00% 3.00% 3.00% 3.00% 

NEER Total MW 21,900 27,300 30,000 34500 37088 39127 40301 41349 

Revenue per MW 0.26 0.18 0.10 0.15 0.15 0.15 0.15 0.16 

Generating Capacity Growth Rate 4.29% 24.66% 9.89% 15.00% 7.50% 5.50% 3.00% 2.60% 



NextEra Energy, Inc. (NEE) 
 

Income Statement  

Fiscal Years Ending Dec. 31 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

Operating revenues 19,204 17,997 17,069 22,211 24,367 25,640 26,640 27,553 

Fuel, purchased power and interchange 4,363 3,539 4,527 5,108 5,604 5,897 5,861 6,062 

Other operations and maintenance 3,640 3,751 3,953 4,575 5,020 5,282 5,488 5,676 

Depreciation and amortization 4,450 4,235 3,952 5,257 5,819 6,022 6,153 6,264 

Storm restoration costs 234 183 28 222 244 256 266 276 

Depreciation and amortization excluding storm cost amortization 4,216 4,052 3,924 5,035 5,575 5,765 5,886 5,988 

Taxes other than income taxes and other - net 1,804 1,709 1,801 1,949 2,138 2,250 2,338 2,418 

Gains / losses on disposal of businesses / assets - net 406 353 77 510 559 588 611 632 

Operating income / loss 5,353 5,116 2,913 5,831 6,345 6,778 7,412 7,766 

Interest expense -2,249 -1,950 -1,270 -1,336 -1,520 -1,517 -1,458 -1,397 

Equity in earnings / losses of equity method investees 66 -1,351 666 182 200 211 219 226 

Allowance for equity funds used during construction 67 93 142 114 68 59 57 58 

Gains on disposal of investments and other property - net 55 50 70 91 100 105 109 113 

Change in unrealized losses on equity securities held in NEER's nuclear d 238 163 267 238 261 275 286 296 

Other net periodic benefit income 

Benefits associated with differential membership interests - net 

Interest income 

Gain on NEP deconsolidation 

Other - net 

185 

 
 
 
 

121 

200 

 
 
 
 

92 

257 

 
 
 
 

130 

223 

 
 
 
 

141 

245 

 
 
 
 

155 

258 

 
 
 
 

163 

268 

 
 
 
 

169 

277 

 
 
 
 

175 

Total other income / deductions - net -1,517 -2,703 262 -347 -492 -447 -351 -253 

Income / loss before income taxes 3,836 2,413 3,175 5,484 5,853 6,331 7,061 7,513 

Income tax expense / benefit -448 -44 -348 -1,320 -1,409 -1,524 -1,700 -1,808 

Net income / loss 3,388 2,369 2,827 4,164 4,444 4,807 5,362 5,705 

Net income attributable to noncontrolling interests 381 550 746 931 1,022 1,075 1,117 1,155 

Net income / loss attributable to NextEra Energy, Inc. 3,769 2,919 3,573 5,095 5,466 5,882 6,479 6,860 

Per share         

Basic 

Weighted average shares 

1.95 1.49 1.82 2.59 2.78 2.99 3.29 3.48 

Basic 1,928 1,959 1,963 1,964 1,966 1,968 1,969 1,971 

Annual Dividends per Share 1.25 1.40 1.54 1.60 1.72 1.84 2.03 2.15 



NextEra Energy, Inc. (NEE) 
 

Balance Sheet 

 
 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

ASSETS 

Current assets:  

Cash and cash equivalents  600  1,105  639 2596 3468 4141 5463 6746 

Customer receivables, net of allowances  2,282  2,263  3,378 2871 3150 3314 3444 3562 

Other receivables  525  711  730 798 875 921 957 990 

Materials, supplies and fossil fuel inventory  1,328  1,552  1,561 1751 1921 2021 2100 2172 

Regulatory assets  335  377  1,125 521 543 558 574 589 

Derivatives  762  570  689 720 753 787 822 859 

Assets held for sale -  -  -       

Other  1,576  804  1,166 1170 1220 1253 1289 1323 

Total current assets  7,408  7,382  9,288 10,426 11,930 12,995 14,647 16,240 

Other assets:            

Total property, plant and equipment - net 82,010 91,803 99,348 110,013 113,758 116,147 118,161 120,133 

Special use funds 6,954 7,779 8,922 9,267 9,665 9,928 10,206 10,478 

Investment in equity method investees 7,453 5,728 6,159 6,341 6,541 6,752 6,971 7,197 

Prepaid benefit costs 1,437 1,707 2,243 2,338 2,437 2,541 2,648 2,761 

Regulatory assets 3,287 3,712 4,578 4,502 4,696 4,823 4,958 5,091 

Derivatives 1,624 1,647 1,135 1,186 1,240 1,296 1,355 1,416 

Goodwill 4,204 4,254 4,844 4,844 4,844 4,844 4,844 4,844 

Other 3314 3672 4395 4,794 5,203 5,345 5,494 5,641 

Total other assets 110,283 120,302 131,624 143,287 148,384 151,676 154,638 157,560 

TOTAL ASSETS 117,691 127,684 140,912 153,713 160,315 164,671 169,285 173,800 

LIABILITIES, REDEEMABLE NONCONTROLLING INTERESTS AND EQUITY         

Current liabilities:         

Commercial paper 2,516 1,551 1,382 2,450 2,647 2,770 2,873 2,970 

Other short-term debt 400 458 700 560 584 599 616 633 

Current maturities of long-term debt 2,124 4,138 1,785 2,321 9,942 4,318 8,236 1,322 

Accounts payable 3,631 4,615 6,935 5,776 6,336 6,667 6,927 7,165 

Customer deposits 499 474 485 593 650 684 711 735 

Accrued interest and taxes 558 519 525 652 719 747 776 787 

Derivatives 344 311 1,263 1,320 1,380 1,442 1,507 1,575 

Accrued construction-related expenditures 1,152 991 1,378 1,256 1,118 1,223 1,264 1,353 

Regulatory liabilities 320 245 289 438 456 469 482 495 

Liabilities associated with assets held for sale         

Other 2,309 2,256 2,695 2082 2150 2168 2187 2200 

Total current liabilities 13,853 15,558 17,437 17,447 25,983 21,088 25,579 19,236 

Other liabilities and deferred credits:            

Long-term debt 37,543 41,944 50,960 57,915 50,150 53,418 47,019 51,030 

Asset retirement obligations 3,457 3,057 3,082 3,082 3,082 3,082 3,082 3,082 

Deferred income taxes 8,361 8,020 8,310 10,103 12,017 14,087 16,396 18,853 

Regulatory liabilities 9,936 10,735 11,273 12,512 13,049 13,403 13,779 14,146 

Derivatives 863 1,199 1,713 1,790 1,871 1,956 2,044 2,137 

Other 1,831 2,242 2,468 2,483 2,589 2,660 2,734 2,807 

Total other liabilities and deferred credits 61,991 67,197 77,806 87,884 82,759 88,607 85,055 92,056 

TOTAL LIABILITIES 75,844 82,755 95,243 105,331 108,742 109,695 110,635 111,291 

Redeemable noncontrolling interests 487 0 245      

EQUITY            

Common Equity 11,975 11,242 11,291 11,366 11,441 11,516 11,591 11,665 

Retained earnings 25,199 25,363 25,911 27,863 29,957 32,210 34,692 37,320 

Accumulated other comprehensive income (loss) -169 -92 0 0 0 0 0 0 

Total common shareholders' equity 37,005 36,513 37,202 39,229 41,398 43,726 46,283 48,986 

Noncontrolling interests 4,355 8,416 8,222 9,153 10,175 11,250 12,367 13,523 

Total equity 41,360 44,929 45,424 48,382 51,573 54,976 58,650 62,509 

Total liabilities, redeemable noncontrolling interests and equity 117,691 127,684 140,912 153,713 160,315 164,671 169,285 173,800 



NextEra Energy, Inc. (NEE) 
 

Historical Cash Flow Statement  

Fiscal Years Ending Dec. 31 2017 2018  2019  2020  2021 

Net cash provided by / used in operating activities 6,413 6,593  8,155  7,983  7,553 

Net income / loss 5,320 5,776  3,388  2,369  2,827 

Adjustments to reconcile net income to net cash provided by / used in operating activities 1,093 817  4,767  5,614  4,726 

Depreciation and amortization 2,357 3,911  4,216  4,052  3,924 

Nuclear fuel and other amortization 272 236  262  263  290 

Impairment charges 446 11  72  -  - 

Unrealized gains / losses on marked to market derivative contracts - net 436 54  (108)  533  2,005 

Unrealized losses (gains) on equity securities held in NEER's nuclear decommissioning funds - net -  -   - -  -  

Foreign currency transaction losses (gains) (25) 16 17 45  (94) 

Deferred income taxes (875) 1,463 258 (78)  436 

Cost recovery clauses and franchise fees 82 (225) 155 (121)  (599) 

Acquisition / termination of purchased power agreement (243) (52) 0  -   -  

Benefits associated with differential membership interests - net (460) 0 0  -   -  

Equity in losses / earnings of equity method investees - (358) (66) 1,351  (666) 

Loss / gain associated with Maine fossil -  -   - -  -  

Depreciation and amortization excluding storm cost amortization -  -   - -  -  

Storm cost amortization -  -   - -  -  

Distributions of earnings from equity method investees - 328 438 456  526 

Losses (gains) on disposal of a business/assets - net (1,225) (191) (461) (403)  (146) 

Gain from discontinued operations, net of income taxes -  -   - - - 

Loss on sale of natural gas-fired generating assets -  -   - - - 

Gain on NEP deconsolidation - (3,927)  0 0  -  

Changes in prepaid option premiums and derivative settlements -  -   - - - 

Allowance for equity funds used during construction -  -   - - - 

Other - net (18) 156 (393) 120  (464) 

Changes in operating assets and liabilities 346 (605) 377 (604)  (486) 

Net cash used in / provided by investing activities (8,918) (10,950) (16,177) (13,699)  (13,591) 

Capital expenditures of FPL (5,174) (5,012) (5,560) (6,477)  (6,626) 

Acquisition and capital expenditures of Gulf Power -  -   (5,165) (1,012)  (782) 

Independent power and other investments of NEER (5,295) (6,994) (6,385) (6,851)  (8,247) 

Cash grants under the American Recovery and Reinvestment Act of 2009 78 3  -  -  -  

Nuclear fuel purchases (197) (267) (315) (245)  (275) 

Other capital expenditures and other investments (74) (731) (37) (25)  (147) 

Sale of independent power and other investments of NEER 178 1,617 1,163 1,012  2,761 

Proceeds from sale or maturity of securities in special use funds and other investments 3,207 3,410 4,008 3,916  4,995 

Proceeds from sale of the fiber-optic telecommunications business 1,454 0 0  -   -  

Purchases of securities in special use funds and other investments (3,244) (3,733) (4,160) (4,100)  (5,310) 

Other - net 142 120 121 83  40 

Net cash provided by / used in financing activities 2,933 7,634 3,873 6,174  5,807 

Issuances of long-term debt, including premiums and discounts 8,354 4,399 13,919 12,404  16,683 

Retirements of long-term debt (6,780) (3,102) (5,492) (6,103)  (9,594) 

Proceeds from differential membership investors 1,414 1,841 1,604 3,522  2,779 

Net change in commercial paper 1,419 1,062 (234) (965)  (169) 

Proceeds from other short-term debt 450 5,665 200 2,158  0 

Repayments of other short-term debt (2) (455) (4,765) (2,100)  (257) 

Payments from related parties under CSCS agreement - net - (21) (54) (2)  47 

Issuances of common stock/equity units - net 603 718 1,494 (92)  14 

Proceeds from sale of noncontrolling interests - - 65 501  65 

Dividends on common stock (1,845) (2,101) (2,408) (2,743)  (3,024) 

Other - net (725) (372) (476) (406)  (737) 

Effects of currency translation on cash, cash equivalents and restricted cash 26 (7) 4 (20)  1 

Net increase / decrease in cash, cash equivalents and restricted cash 454 3,270 (4,145) 438  (230) 

Cash, cash equivalents and restricted cash at beginning of period 1,529 1,983 5,253 1,108  1,546 

Cash and cash equivalents at end of period 1,983 5,253 1,108 1,546  1,316 

Supplemental disclosures       

Cash paid for interest, net of amount capitalized (1,184) (1,209) (1,799) (1,432)  (1,323) 

Cash paid / received for income taxes - net (142) (200) (184) (235)  69 

Noncash investing and financing activities  



NextEra Energy, Inc. (NEE) 
 

Forecasted Cash Flow Statement  

 2022E 2023E 2024E 2025E 2026E 

CASH FLOWS FROM OPERATING ACTIVITIES      

Net Income 5095 5466 5882 6479 6860 

Adjustments to reconcile net income to net cash 

Add: Depreciation and Amortization 
 

5035 
 

5575 
 

5765 
 

5886 
 

5988 

Change in deferred taxes 1793 1914 2070 2309 2457 

Changes in operating assets and liabiliites 

Customer receivables, net of allowances 

 
507 

 
(279) 

 
(165) 

 
(129) 

 
(118) 

Other receivables (68) (77) (46) (36) (33) 

Materials, supplies and fossil fuel inventory (190) (170) (100) (79) (72) 

Regulatory assets 604 (22) (15) (16) (15) 

Other current assets (4) (50) (33) (35) (34) 

Accounts payable (1159) 561 331 260 237 

Customer deposits 108 58 34 27 24 

Accrued interest and taxes 127 67 27 29 12 

Accrued construction-related expenditures (122) (138) 105 41 89 

Regulatory liabilities 149 19 12 13 13 

Other current liabilities (613) 67 19 19 13 

Regulatory liabilities long-term 1239 537 355 376 367 

Other long term assets (399) (409) (141) (150) (147) 

Net cash provided by / used in operating activities 12102 13119 14101 14993 15642 

 
NET CASH FLOWS FROM INVESTING ACTIVITIES 

     

Capital expenditures of FPL (8495) (7630) (7585) (7540) (7605) 

Capital expenditures of NEER (7205) (1690) (570) (360) (355) 

Special use funds (345) (398) (263) (278) (272) 

Investment in equity method investees (182) (200) (211) (219) (226) 

Prepaid benefit costs (95) (99) (103) (108) (112) 

Other long-term liabilities 15 107 70 75 73 

Long-term regulatory assets 76 (193) (128) (135) (132) 

Net cash used in / provided by investing activities (16233) (10104) (8789) (8565) (8630) 

 
NET CASH FLOWS FROM FINANCING ACTIVITIES 

     

Commercial paper 1068 197 123 103 97 

Other short-term debt (140) 24 16 17 16 

Current maturities of long-term debt 536 7621 (5624) 3918 (6914) 

Long-term debt 6955 (7764) 3268 (6399) 4011 

Derivatives short-term asset (31) (33) (34) (36) (37) 

Derivatives long-term asset (51) (54) (56) (59) (61) 

Derivatives short-term liability 57 60 62 65 68 

Derivatives long-term liability 77 81 85 88 92 

Proceeds from issurance on common stock 75 75 75 75 75 

Payment of dividends (3143) (3372) (3629) (3997) (4232) 

Noncontrolling interests 686 1022 1075 1117 1155 

Net cash provided by / used in financing activities 6088 -2143 -4639 -5106 -5729 

 
NET INCREASE (DECREASE) IN CASH 

 
1957 

 
872 

 
673 

 
1322 

 
1283 

CASH, BEGINNING OF THE YEAR 639 2596 3468 4141 5463 

CASH, END OF YEAR 2596 3468 4141 5463 6746 



NextEra Energy, Inc. (NEE) 
 

Common Size Income Statement  

Fiscal Years Ending Dec. 31 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

Operating revenues 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

Fuel, purchased power and interchange 22.72% 19.66% 26.52% 23.00% 23.00% 23.00% 22.00% 22.00% 

 Other operations and maintenance  18.95% 20.84% 23.16% 20.60% 20.60% 20.60% 20.60% 20.60% 

Depreciation and amortization 23.17% 23.53% 23.15% 23.67% 23.88% 23.49% 23.10% 22.73% 

 Storm restoration costs  1.22% 1.02% 0.16% 1.00% 1.00% 1.00% 1.00% 1.00% 

Depreciation and amortization excluding storm cost amortization 21.95% 22.51% 22.99% 22.67% 22.88% 22.49% 22.10% 21.73% 

Taxes other than income taxes and other - net 9.39% 9.50% 10.55% 8.77% 8.77% 8.77% 8.77% 8.77% 

Total operating expenses - net 74.24% 73.53% 83.39% 76.04% 76.26% 75.86% 74.47% 74.11% 

Gains / losses on disposal of businesses / assets - net 2.11% 1.96% 0.45% 2.29% 2.29% 2.29% 2.29% 2.29% 

Operating income / loss 27.87% 28.43% 17.07% 26.25% 26.04% 26.43% 27.82% 28.19% 

Interest expense -11.71% -10.84% -7.44% -6.02% -6.24% -5.92% -5.47% -5.07% 

Equity in earnings / losses of equity method investees 0.34% -7.51% 3.90% 0.82% 0.82% 0.82% 0.82% 0.82% 

Allowance for equity funds used during construction 0.35% 0.52% 0.83% 0.54% 0.54% 0.54% 0.54% 0.54% 

Gains on disposal of investments and other property - net 0.29% 0.28% 0.41% 0.41% 0.41% 0.41% 0.41% 0.41% 

Change in unrealized losses on equity securities held in NEER's nuclear decommissioning funds - net 1.24% 0.91% 1.56% 1.07% 1.07% 1.07% 1.07% 1.07% 

Other net periodic benefit income 0.96% 1.11% 1.51% 1.00% 1.00% 1.00% 1.00% 1.00% 

Benefits associated with differential membership interests - net 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Total operating expenses - net 74.24% 73.53% 83.39% 76.04% 76.26% 75.86% 74.47% 74.11% 

Gains / losses on disposal of businesses / assets - net 2.11% 1.96% 0.45% 2.29% 2.29% 2.29% 2.29% 2.29% 

Operating income / loss 27.87% 28.43% 17.07% 26.25% 26.04% 26.43% 27.82% 28.19% 

Interest expense -11.71% -10.84% -7.44% -6.02% -6.24% -5.92% -5.47% -5.07% 

Equity in earnings / losses of equity method investees 0.34% -7.51% 3.90% 0.82% 0.82% 0.82% 0.82% 0.82% 

 Allowance for equity funds used during construction  0.35% 0.52% 0.83% 0.54% 0.54% 0.54% 0.54% 0.54% 
Gains on disposal of investments and other property - net 0.29% 0.28% 0.41% 0.41% 0.41% 0.41% 0.41% 0.41% 

Change in unrealized losses on equity securities held in NEER's nuclear decommissioning funds - net 1.24% 0.91% 1.56% 1.07% 1.07% 1.07% 1.07% 1.07% 

 Other net periodic benefit income  0.96% 1.11% 1.51% 1.00% 1.00% 1.00% 1.00% 1.00% 

Benefits associated with differential membership interests - net 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 



NextEra Energy, Inc. (NEE) 
 

Common Size Balance Sheet % of Revenue  

Fiscal Years Ending Dec. 31 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

ASSETS         

Current assets: 
Cash and cash equivalents 

 
3.12% 

 
6.14% 

 
3.74% 

 
11.69% 

 
14.23% 

 
16.15% 

 
20.51% 

 
24.48% 

 Customer receivables, net of allowances  11.88% 12.57% 19.79% 12.93% 12.93% 12.93% 12.93% 12.93% 

Other receivables 2.73% 3.95% 4.28% 3.59% 3.59% 3.59% 3.59% 3.59% 

 Materials, supplies and fossil fuel inventory  6.92% 8.62% 9.15% 7.88% 7.88% 7.88% 7.88% 7.88% 

Regulatory assets 1.74% 2.09% 6.59% 3.01% 3.01% 3.01% 3.01% 3.01% 

Derivatives 3.97% 3.17% 4.04% 3.48% 3.48% 3.48% 3.48% 3.48% 

Assets held for sale         

Other 8.21% 4.47% 6.83% 5.27% 5.01% 4.89% 4.84% 4.80% 

Total current assets 38.58% 41.02% 54.41% 46.94% 48.96% 50.68% 54.98% 58.94% 

Other assets: 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Total property, plant and equipment - net 427.05% 510.10% 582.04% 495.31% 466.85% 453.00% 443.56% 436.01% 

Special use funds 36.21% 43.22% 52.27% 41.72% 39.67% 38.72% 38.31% 38.03% 

Investment in equity method investees 38.81% 31.83% 36.08% 28.55% 26.85% 26.33% 26.17% 26.12% 

Prepaid benefit costs 7.48% 9.48% 13.14% 10.53% 10.00% 9.91% 9.94% 10.02% 

Regulatory assets 17.12% 20.63% 26.82% 20.27% 19.27% 18.81% 18.61% 18.48% 

Derivatives 8.46% 9.15% 6.65% 5.34% 5.09% 5.05% 5.08% 5.14% 

Goodwill 21.89% 23.64% 28.38% 21.81% 19.88% 18.89% 18.18% 17.58% 

Other 17.26% 20.40% 25.75% 21.59% 21.35% 20.84% 20.62% 20.47% 

Total other assets 574.27% 668.46% 771.13% 645.12% 608.96% 591.57% 580.48% 571.85% 

TOTAL ASSETS 612.85% 709.47% 825.54% 692.06% 657.92% 642.25% 635.46% 630.79% 

LIABILITIES, REDEEMABLE NONCONTROLLING INTERESTS AND EQUITY         

Current liabilities:         

Commercial paper 13.10% 8.62% 8.10% 11.03% 10.86% 10.80% 10.79% 10.78% 

Other short-term debt 2.08% 2.54% 4.10% 2.52% 2.39% 2.34% 2.31% 2.30% 

Current maturities of long-term debt 11.06% 22.99% 10.46% 10.45% 40.80% 16.84% 30.92% 4.80% 

Accounts payable 18.91% 25.64% 40.63% 26.00% 26.00% 26.00% 26.00% 26.00% 

Customer deposits 2.60% 2.63% 2.84% 2.67% 2.67% 2.67% 2.67% 2.67% 

Accrued interest and taxes 2.91% 2.88% 3.08% 2.94% 2.95% 2.91% 2.91% 2.86% 

Derivatives 1.79% 1.73% 7.40% 5.94% 5.66% 5.62% 5.66% 5.72% 

Accrued construction-related expenditures 6.00% 5.51% 8.07% 6.55% 6.55% 6.55% 6.55% 6.55% 

Regulatory liabilities 1.67% 1.36% 1.69% 1.97% 1.87% 1.83% 1.81% 1.80% 

Liabilities associated with assets held for sale 0.00% 0.00% 0.00%      

Other 12.02% 12.54% 15.79% 9.37% 8.82% 8.46% 8.21% 7.98% 

 Total current liabilities  72.14% 86.45% 102.16% 78.55% 106.63% 82.25% 96.02% 69.81% 

Other liabilities and deferred credits: 
Long-term debt 

 
195.50% 

 
233.06% 

 
298.55% 

 
260.75% 

 
205.81% 

 
208.34% 

 
176.50% 

 
185.21% 

Asset retirement obligations 18.00% 16.99% 18.06% 13.88% 12.65% 12.02% 11.57% 11.19% 

Deferred income taxes 43.54% 44.56% 48.68% 45.49% 49.32% 54.94% 61.55% 68.43% 

Regulatory liabilities 51.74% 59.65% 66.04% 56.33% 53.55% 52.28% 51.72% 51.34% 

Derivatives 4.49% 6.66% 10.04% 8.06% 7.68% 7.63% 7.67% 7.76% 

Other 9.53% 12.46% 14.46% 11.18% 10.63% 10.37% 10.26% 10.19% 

Total other liabilities and deferred credits 322.80% 373.38% 455.83% 395.68% 339.64% 345.59% 319.28% 334.11% 

TOTAL LIABILITIES 394.94% 459.83% 557.99% 474.23% 446.27% 427.83% 415.30% 403.92% 

 Redeemable noncontrolling interests  2.54% 0.00% 1.44% 0.00% 0.00% 0.00% 0.00% 0.00% 
EQUITY         

Common stock 62.36% 62.47% 66.15% 51.17% 46.95% 44.91% 43.51% 42.34% 

Additional paid-in capital 62.33% 62.35% 66.03% 0.00% 0.00% 0.00% 0.00% 0.00% 

Retained earnings 131.22% 140.93% 151.80% 125.45% 122.94% 125.63% 130.23% 135.45% 

Accumulated other comprehensive income (loss) -0.88% -0.51% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

 Total common shareholders' equity  192.69% 202.88% 217.95% 176.62% 169.89% 170.54% 173.74% 177.79% 

Noncontrolling interests 22.68% 46.76% 48.17% 41.21% 41.76% 43.88% 46.42% 49.08% 

Total equity 215.37% 249.65% 266.12% 217.83% 211.65% 214.42% 220.16% 226.87% 

 Total liabilities, redeemable noncontrolling interests and equity  612.85% 709.47% 825.54% 692.06% 657.92% 642.25% 635.46% 630.79% 



NextEra Energy, Inc. (NEE) 
 

Common Size Balance Sheet % of Total Assets 

 
 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

ASSETS 

Current assets:  

Cash and cash equivalents 0.51% 0.87% 0.45% 1.69% 2.16% 2.51% 3.23% 3.88% 

Customer receivables, net of allowances 1.94% 1.77% 2.40% 1.87% 1.96% 2.01% 2.03% 2.05% 

Other receivables 0.45% 0.56% 0.52% 0.52% 0.55% 0.56% 0.57% 0.57% 

Materials, supplies and fossil fuel inventory 1.13% 1.22% 1.11% 1.14% 1.20% 1.23% 1.24% 1.25% 

Regulatory assets 0.28% 0.30% 0.80% 0.34% 0.34% 0.34% 0.34% 0.34% 

Derivatives 0.65% 0.45% 0.49% 0.53% 0.53% 0.53% 0.53% 0.53% 

Assets held for sale         

Other 1.34% 0.63% 0.83% 0.76% 0.76% 0.76% 0.76% 0.76% 

Total current assets 6.29% 5.78% 6.59% 6.43% 6.43% 6.43% 6.43% 6.43% 

Other assets: 

Total property, plant and equipment - net 

 
69.68% 

 
71.90% 

 
70.50% 

 
71.57% 

 
70.96% 

 
70.53% 

 
69.80% 

 
69.12% 

Special use funds 5.91% 6.09% 6.33% 6.03% 6.03% 6.03% 6.03% 6.03% 

Investment in equity method investees 6.33% 4.49% 4.37% 5.42% 5.42% 5.42% 5.42% 5.42% 

Prepaid benefit costs 1.22% 1.34% 1.59% 1.37% 1.37% 1.37% 1.37% 1.37% 

Regulatory assets 2.79% 2.91% 3.25% 2.93% 2.93% 2.93% 2.93% 2.93% 

Derivatives 1.38% 1.29% 0.81% 1.23% 1.23% 1.23% 1.23% 1.23% 

Goodwill 3.57% 3.33% 3.44% 3.15% 3.02% 2.94% 2.86% 2.79% 

Other 2.82% 2.88% 3.12% 3.12% 3.25% 3.25% 3.25% 3.25% 

Total other assets 93.71% 94.22% 93.41% 93.22% 92.56% 92.11% 91.35% 90.66% 

TOTAL ASSETS 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

LIABILITIES, REDEEMABLE NONCONTROLLING INTERESTS AND EQUITY         

Current liabilities:         

Commercial paper 2.14% 1.21% 0.98% 1.59% 1.65% 1.68% 1.70% 1.71% 

Other short-term debt 0.34% 0.36% 0.50% 0.36% 0.36% 0.36% 0.36% 0.36% 

Current maturities of long-term debt 1.80% 3.24% 1.27% 1.51% 6.20% 2.62% 4.87% 0.76% 

Accounts payable 3.09% 3.61% 4.92% 3.76% 3.95% 4.05% 4.09% 4.12% 

Customer deposits 0.42% 0.37% 0.34% 0.39% 0.41% 0.42% 0.42% 0.42% 

Accrued interest and taxes 0.47% 0.41% 0.37% 0.42% 0.45% 0.45% 0.46% 0.45% 

Derivatives 0.29% 0.24% 0.90% 0.39% 0.39% 0.39% 0.39% 0.39% 

Accrued construction-related expenditures 0.98% 0.78% 0.98% 0.82% 0.70% 0.74% 0.75% 0.78% 

Regulatory liabilities 0.27% 0.19% 0.21% 0.31% 0.31% 0.31% 0.31% 0.31% 

Liabilities associated with assets held for sale 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Other 1.96% 1.77% 1.91% 1.98% 1.98% 1.98% 1.98% 1.98% 

Total current liabilities 11.77% 12.18% 12.37% 11.35% 16.21% 12.81% 15.11% 11.07% 

Other liabilities and deferred credits: 

Long-term debt 

 
31.90% 

 
32.85% 

 
36.16% 

 
37.00% 

 
39.25% 

 
38.50% 

 
37.60% 

 
36.68% 

Asset retirement obligations 6.72% 6.90% 8.72% 8.30% 8.30% 8.30% 8.30% 8.30% 

Deferred income taxes 11.02% 9.69% 8.73% 9.81% 9.81% 9.81% 9.81% 9.81% 

Regulatory liabilities 13.10% 12.97% 11.84% 12.88% 12.88% 12.88% 12.88% 12.88% 

Derivatives 1.14% 1.45% 1.80% 1.19% 1.19% 1.19% 1.19% 1.19% 

Other 1.56% 1.76% 1.75% 1.62% 1.62% 1.62% 1.62% 1.62% 

Total other liabilities and deferred credits 52.67% 52.63% 55.22% 57.17% 51.62% 53.81% 50.24% 52.97% 

TOTAL LIABILITIES 64.44% 64.81% 67.59% 68.52% 67.83% 66.61% 65.35% 64.03% 

EQUITY         

Common stock 10.17% 8.80% 8.01% 7.39% 7.14% 6.99% 6.85% 6.71% 

Additional paid-in capital 10.17% 8.79% 8.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Retained earnings 21.41% 19.86% 18.39% 18.13% 18.69% 19.56% 20.49% 21.47% 

Accumulated other comprehensive income (loss) -0.14% -0.07% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

Total common shareholders' equity 31.44% 28.60% 26.40% 25.52% 25.82% 26.55% 27.34% 28.19% 

Noncontrolling interests 3.70% 6.59% 5.83% 5.95% 6.35% 6.83% 7.31% 7.78% 

Total equity 35.14% 35.19% 32.24% 31.48% 32.17% 33.39% 34.65% 35.97% 

Total liabilities, redeemable noncontrolling interests and equity 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 



NextEra Energy, Inc. (NEE) 
 

Value Driver Estimation 

 
Fiscal Years Ending Dec. 31 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

 
 
Operating revenues 16,727 

 
 

19,204 

 
 

17,997 

 
 

17,069 

 
 

22,211 

 
 

24,367 

 
 

25,640 

 
 

26,640 

 
 

27,553 

Less: Fuel, purchased power and interchange 3,732 4,363 3,539 4,527 5,108 5,604 5,897 5,861 6,062 

  Less: Other operations and maintenance  3,330 3,640 3,751 3,953 4,575 5,020 5,282 5,488 5,676 

Less: Depreciation and amortization 3,914 4,450 4,235 3,952 5,257 5,819 6,022 6,153 6,264 

  Less: Taxes other than income taxes and other - net  1,551 1,804 1,709 1,801 1,949 2,138 2,250 2,338 2,418 

Total Operating expenses -12,527 -14,257 -13,234 -14,233 -16,890 -18,581 -19,450 -19,839 -20,419 

Operating Income 4,200 4,947 4,763 2,836 5,321 5,786 6,189 6,801 7,134 

Adjusted Taxes 
         

Income Tax Provision 1576 448 44 348 1320 1409 1524 1700 1808 

Plus: Tax Shield on Interest expense 377 549 464 287 322 366 365 351 336 

Less: Equity in earnings / losses of equity method investees -90 -16 322 -151 -44 -48 -51 -53 -54 

Less: Allowance for equity funds used during construction -24 -16 -22 -32 -27 -16 -14 -14 -14 

Less: Gains on disposal of investments and other property - net -28 -13 -12 -16 -22 -24 -25 -26 -27 

Plus/Less: Change in unrealized losses on equity securities held in NEER's nucle 48 -58 -39 -60 -57 -63 -66 -69 -71 

Less: Other net periodic benefit income -42 -45 -48 -58 -54 -59 -62 -64 -67 

Less: Benefits associated with differential membership interests - net 0 0 0 0 0 0 0 0 0 

Less: Interest income -13 0 0 0 0 0 0 0 0 

Less: Gain on NEP deconsolidation -990 0 0 0 0 0 0 0 0 

Less: Other - net 12 30 22 29 34 37 39 41 42 

Total Adjusted Taxes 826 877 731 348 1471 1602 1710 1865 1953 

Plus: Change in deferred taxes 1,463 258 (78) 436 1,793 1,914 2,070 2,309 2,457 

NOPLAT: 4,837 4,328 3,954 2,924 5,643 6,098 6,550 7,244 7,637 

Invested Capital (IC): 
         

Current Operating Assets:          

Normal Cash 523 600 562 533 694 761 801 832 861 

Accounts Receivable 2,969 2,807 2,974 4,108 3,669 4,025 4,235 4,401 4,551 

Materials, supplies and fossil fuel inventory 1,223 1,328 1,552 1,561 1,751 1,921 2,021 2,100 2,172 

Regulatory assets 448 335 377 1,125 521 543 558 574 589 

Other current operating assets 551 1,576 804 1,166 1,170 1,220 1,253 1,289 1,323 

Total Current Operating Assets 5,714 6,646 6,269 8,493 7,804 8,471 8,869 9,195 9,496 

Non Interest Bearing Current Operating Liablities          

Accounts Payable 2,386 3,631 4,615 6,935 5,776 6,336 6,667 6,927 7,165 

Customer deposits 445 499 474 485 593 650 684 711 735 

Accrued construction-related expenditures 1,195 1,152 991 1,378 1,256 1,118 1,223 1,264 1,353 

Regulatory liabilities 325 320 245 289 438 456 469 482 495 

Other current liabilities 1,130 2,309 2,256 2,695 2,082 2,150 2,168 2,187 2,200 

Total Non Interest Bearing Current Operating Liabilities 5,481 7,911 8,581 11,782 10,144 10,711 11,212 11,571 11,948 

Net Operating Working Capital 233 -1265 -2312 -3289 -2340 -2240 -2343 -2376 -2452 

Net Property, Plant, and Equipment 70,334 82,010 91,803 99,348 110,013 113,758 116,147 118,161 120,133 

Other Long Term Operating Assets          

Regulatory Assets 3,290 3,287 3,712 4,578 4,502 4,696 4,823 4,958 5,091 

Other long term assets 7,521 3,314 3,672 4,395 4,794 5,203 5,345 5,494 5,641 

Total Other Long Term Operating Assets 10,811 6,601 7,384 8,973 9,297 9,899 10,168 10,453 10,732 

Other Long Term Operating Liabilities          

Regulatory liabilities 9,009 9,936 10,735 11,273 12,512 13,049 13,403 13,779 14,146 

Other long term liabilities 1,449 1,831 2,242 2,468 2,483 2,589 2,660 2,734 2,807 

Total Other Long Term Operating Liabilities 10,458 11,767 12,977 13,741 14,994 15,638 16,063 16,513 16,954 

Total Invested Capital 70,920 75,579 83,898 91,291 101,976 105,778 107,909 109,724 111,459 

 
Free Cash Flow (FCF): 

         

NOPLAT 4,837 4,328 3,954 2,924 5,643 6,098 6,550 7,244 7,637 

Change in IC  9,527 4,659 8,319 7,393 10,685 3,802 2,131 1,815 1,734  

FCF -4,690 -332 -4,365 -4,469 -5,042 2,296 4,419 5,429 5,903 

Return on Invested Capital (ROIC): 
         

NOPLAT 4,837 4,328 3,954 2,924 5,643 6,098 6,550 7,244 7,637 

Beginning IC  61,393 70,920 75,579 83,898 91,291 101,976 105,778 107,909 109,724  

ROIC 7.88% 6.10% 5.23% 3.49% 6.18% 5.98% 6.19% 6.71% 6.96% 

Economic Profit (EP): 
     

Beginning IC 61,393 70,920 75,579 83,898 91,291 101,976 105,778 107,909 109,724 

x (ROIC - WACC)  2.37% 0.59% -0.28% -2.03% 0.67% 0.47% 0.68% 1.20% 1.45% 

EP 1,453 419 (212) (1,700) 611 478 720 1,297 1,590 



NextEra Energy, Inc. (NEE) 
 

Discounted Cash Flow (DCF) and Economic Profit (EP) Valuation Models 

 
Key Inputs: 

CV Growth of NOPLAT 3.00%  

CV Year ROIC 6.96% 

WACC 5.51% 

Cost of Equity 6.04% 
  

Fiscal Years Ending Dec. 31 2022E 2023E 2024E 2025E 2026E 

 
DCF Model: 

     

Free Cash Flow (FCF) (5,042) 2,296 4,419 5,429 5,903 

Continuing Value (CV)     173,025 

PV of FCF (4,778) 2,062 3,762 4,381 139,608 
      

Value of Operating Assets: 145,034     

Non-Operating Adjustments      

Excess Cash 106     

Current Derivatives 689     

Special Use Funds 8,922     

Investments in equity method inv 6,159     

Prepaid benefit costs 2,243     

Long term Derivatives 1,135     

Non controlling interests (8,222)     

Value of Debt   

Commercial Paper (1,382)  

Other Short-term debt (700)  

Current maturities of LTD (1,785)  

Long Term Debt (50,960)  

ESOP (437)  

Value of Equity 100,802  

Shares Outstanding  1,963   

Intrinsic Value of Last FYE $  51.36  

Implied Price as of Today $  53.24  

 
EP Model: 

Economic Profit (EP) 

Continuing Value (CV) 

PV of EP 

 
Total PV of EP 

Invested Capital (last FYE) 

Value of Operating Assets: 

Non-Operating Adjustments 

Excess Cash 

Current Derivatives 

Special Use Funds 

Investments in equity method inv 

Prepaid benefit costs 

Long term Derivatives 

Non controlling interests 

Value of Debt 

Commercial Paper 

Other Short-term debt 

Current maturities of LTD 

Long Term Debt 

ESOP 

Value of Equity 

Shares Outstanding 

Intrinsic Value of Last FYE 

Implied Price as of Today 

611.5 477.8 719.9 1297.1 1589.7 
 63300.2 

579.5 429.2 612.9 1046.6 51074.9 

 53743.0 

91291.3 

145034.3 

 
106 

689 

8,922 

6,159 

2,243 

1,135 

(8,222) 

 
(1,382) 

(700) 

(1,785) 

(50,960) 

(437) 

100,802 

 1,963  

$  51.36 

$  53.24 

 



NextEra Energy, Inc. (NEE) 
 

Weighted Average Cost of Capital (WACC) Estimation 

 

 
Cost of Equity:  ASSUMPTIONS: 

Risk-Free Rate 3.79% 10-year Treasury Bond 

Beta 0.49 5Y Historical Beta against S&P 500 

Equity Risk Premium 4.59% Damadoran Implied ERP as of November 1, 2022 

Cost of Equity 6.04%  

 
Cost of Debt: 

Risk-Free Rate 

 
 

3.79% 

 
 

10-year Treasury Bond 

Implied Default Premium  1.42%  

Pre-Tax Cost of Debt 5.21% YTM on corporate bond with maturity on 01/15/52 

Marginal Tax Rate  24%  

After-Tax Cost of Debt 3.96%  

Market Value of Common Equity: 

Total Shares Outstanding 

 
1,963 

MV Weights 

Current Stock Price  $82.35   

MV of Equity 161,611.88 74.67% 

 
Market Value of Debt: 

Short-Term Debt 

 
 

2,082 

 

Current Portion of LTD 1,785  

Long-Term Debt 50,960  

PV of Operating Leases  0  

MV of Total Debt 54,827.00 25.33% 

 
Market Value of the Firm 

 
216,438.88 

 
100.00% 

   

 Estimated WACC 5.51% 



NextEra Energy, Inc. (NEE) 
 

Dividend Discount Model (DDM) or Fundamental P/E Valuation Model 
 

 
Fiscal Years Ending Dec. 31 2022E 2023E 2024E 2025E 2026E 

      

EPS $ 2.59 $ 2.78 $ 2.99 $ 3.29 $ 3.48 

 
Key Assumptions 

     

CV growth of EPS 3.00%     

CV Year ROE 14.82%     

Cost of Equity 6.04%     

 
Future Cash Flows 

     

P/E Multiple (CV Year)     26.24 

EPS (CV Year)      $ 3.48  

Future Stock Price 

Dividends Per Share 

Discounted Cash Flows 
 

Intrinsic Value as of Last FYE 

Implied Price as of Today 

$  91.35 

 1.60 1.72 1.84 2.03 2.15 

1.51 1.53 1.55 1.61 72.25 

$ 81.31 

$ 78.44 



NextEra Energy, Inc. (NEE) 
 

Relative Valuation Models 

 

 
Ticker 

 
Company 

 
Price 

EPS 
2022E 

EPS 
2023E 

 
P/E 22 

 
P/E 23 

Est. 5yr 
EPS gr. 

 
PEG 22 

 
PEG 23 

So Southern $66.34 $3.59 $3.79 18.48 17.50 5.0 3.70 3.50 

D Dominion Energy $69.41 $4.11 $4.37 16.89 15.88 6.7 2.52 2.37 

AEP American Electric Powe $89.40 $5.01 $5.28 17.84 16.93 4.5 3.97 3.76 

PCG PG&E $15.25 $1.10 $1.23 13.86 12.40 5.6 2.48 2.21 

XEL Xcel Energy $63.37 $3.17 $3.37 19.99 18.80 6.9 2.90 2.73 

WEC WEC Energy Group $91.60 $4.39 $4.61 20.87 19.87 6.7 3.11 2.97 

 PEG  Public Service Enterpris  $57.43  $3.46  $3.58  16.60 16.04 1.9 8.74 8.44 

Average 18.44 17.51  3.91 3.71 

 
NEE NextEra Energy, Inc. (NE $82.35 $2.59 $2.78 31.7 29.6 13.8 2.3 2.1 

Implied Relative Value: 

P/E (EPS22) $  47.85 

P/E (EPS23) $  48.68 

PEG (EPS22) $ 140.55 

PEG (EPS23) $ 142.83 



 

NextEra Energy, Inc. (NEE) 

Key Management Ratios 

 

Fiscal Years Ending Dec. 31 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E 

 
Liquidity Ratios: 

Current Ratio (Current Assets/ Current Liabilites) 

 
 

63.72% 

 
 

36.40% 

 
 

53.48% 

 
 

47.45% 

 
 

53.27% 

 
 

59.76% 

 
 

45.92% 

 
 

61.62% 

 
 

57.26% 

 
 

84.43% 

Quick Ratio (Current Assets- Inventory/ Current Liabilties) 52.39% 29.44% 43.89% 37.47% 44.31% 49.73% 38.52% 52.04% 49.05% 73.14% 

Cash Ratio (Cash + Cash equivilants/ current liabilites) 15.26% 3.63% 4.33% 7.10% 3.66% 14.88% 13.35% 19.64% 21.36% 35.07% 

 
 

Asset-Management Ratios: 

Inventory Turnover Ratio (Net Slales/ Inventory) 13.49 13.68 14.46 11.60 10.93 12.69 12.69 12.69 12.69 12.69 

Average Collection period ( A/R / Total sales) *365 47.18 50.23 43.37 45.90 72.23 47.18 47.18 47.18 47.18 47.18 

Total Asset Turnover (Net sales/ Average total assets) 17.55% 16.60% 17.35% 14.67% 12.71% 15.08% 15.52% 15.78% 15.95% 16.06% 

 
 

Financial Leverage Ratios: 

Debt Ratio (Total Debts/ Total Assets) 34.14% 33.71% 34.04% 36.45% 37.93% 39.55% 37.85% 35.43% 33.00% 30.49% 

Equity Multiplier (Average total assests/average total shareholders equity) 331.64% 301.19% 281.05% 284.36% 297.27% 314.08% 314.17% 305.01% 293.91% 283.17% 

Debt to Equity (total debt/ total shareholders equity) 113.21% 93.45% 96.87% 103.59% 117.66% 125.66% 117.65% 106.11% 95.26% 84.76% 

 
 

Profitability Ratios: format these as a % with 2 decimals 

Return on Equity (NI/Beg TSE) 
 

18.04% 
 

23.53% 
 

11.04% 
 

7.89% 
 

9.79% 
 

13.70% 
 

13.93% 
 

14.21% 
 

14.82% 
 

14.82% 

Retun on Assets (NI/Total Assets) 5.44% 5.57% 2.88% 1.86% 2.01% 2.71% 2.77% 2.92% 3.17% 3.28% 

Net profit margin (Revenue- Cost/ Revenue) 23.65% 25.11% 25.76% 26.47% 16.61% 23.96% 23.74% 24.14% 25.53% 25.89% 

operating margin (Operating income/ Revenue) 30.12% 25.59% 27.87% 28.43% 17.07% 26.25% 26.04% 26.43% 27.82% 28.19% 

 
Payout Policy Ratios: format these as a % with 2 decimals 

Dividend Payout Ratio (Dividend per share/EPS) 

 
 

34.68% 

 
 

36.37% 

 
 

71.07% 

 
 

115.79% 

 
 

106.97% 

 
 

75.49% 

 
 

75.87% 

 
 

75.49% 

 
 

74.54% 

 
 

74.18% 



NextEra Energy, Inc. (NEE) 
 

Valuation of Options Granted under ESOP  

Current Stock Price $82.35 

Risk Free Rate 3.79% 

Current Dividend Yield 1.87% 

Annualized St. Dev. of Stock Returns 38.36% 
 
 
 

 

Range of 

Outstanding Options 

 

Number 

of Shares 

Average 

Exercise 

Price 

Average 

Remaining 

Life (yrs) 

B-S 

Option 

Price 

 Value 

of Options 

Granted 

Range 1 10 44.87 6.00 $ 43.60 $ 437 

Range 2     $ - 

Range 3     $ - 

Range 4     $ - 

Range 5     $ - 

Range 6     $ - 

Range 7     $ - 

Range 8     $ - 

Range 9     $ - 

Total 10 $ 44.87 6.00 $ 51.40 $ 437 



NextEra Energy, Inc. (NEE) 
 

Effects of ESOP Exercise and Share Repurchases on Common Stock Account and Number of Shares Outstanding 

 
Number of Options Outstanding (shares): 10.01  

Average Time to Maturity (years):  6.00 

Expected Annual Number of Options Exercised: 1.67 

Current Average Strike Price: $ 44.87 

Cost of Equity: 6.04% 

Current Stock Price: $82.35 

Fiscal Years Ending Dec. 31 2022E 2023E 2024E 2025E 2026E 

Increase in Shares Outstanding: 1.67 1.67 1.67 1.67 1.67 

Average Strike Price: $ 44.87 $ 44.87 $ 44.87 $ 44.87 $ 44.87 

Increase in Common Stock Account: 74.88 74.88 74.88 74.88 74.88 

 
Share Repurchases ($) 

 
 0  

 
0 

 
0 

 
0 

 
0 

Expected Price of Repurchased Shares: $ 82.35 $ 85.78 $ 89.36 $ 93.08 $ 96.96 

Number of Shares Repurchased: - - - - - 

Shares Outstanding (beginning of the year)  1,963  1,964 1,966 1,968 1,969 

Plus: Shares Issued Through ESOP 2 2 2 2 2 

Less: Shares Repurchased in Treasury - - - - - 

Shares Outstanding (end of the year) 1,964 1,966 1,968 1,969 1,971 



 

NextEra Energy, Inc. (NEE) 

Sensitivity Tables 
 

Beta 

53.24 0.34 0.39 0.44 0.49 0.54 0.59 0.64 

4.29% 77.65 69.67 62.82 56.88 51.68 47.08 42.99 

4.39% 76.30 68.34 61.53 55.63 50.47 45.91 41.86 

4.49% 74.98 67.06 60.28 54.42 49.29 44.77 40.76 

4.59% 73.69 65.81 59.07 53.24 48.15 43.67 39.69 

4.69% 72.44 64.59 57.89 52.10 47.05 42.60 38.66 

4.79% 71.22 63.40 56.74 50.99 45.98 41.57 37.66 

4.89% 70.03 62.24 55.62 49.91 44.93 40.56 36.69 

 
 

WACC 

53.24 5.22% 5.32% 5.42% 5.52% 5.62% 5.72% 5.82% 

2.7% 59.48 56.12 53.01 50.03 47.43 44.92 42.57 

2.8% 60.83 57.29 54.03 50.91 48.19 45.57 43.13 

2.9% 62.29 58.56 55.12 51.85 49.00 46.27 43.73 

3.0% 63.89 59.94 56.31 52.86 49.88 47.02 44.37 

3.1% 65.64 61.44 57.59 53.96 50.83 47.83 45.05 

3.2% 67.56 63.08 59.00 55.16 51.85 48.70 45.79 

3.3% 69.68 64.88 60.53 56.46 52.96 49.64 46.59 

 
 

Risk Free Rate 

Depreciation Rate 

53.24 4.92% 4.97% 5.02% 5.07% 5.12% 5.17% 5.22% 

22.57% 54.20 53.40 52.61 51.85 51.02 50.24 49.45 

23.07% 54.68 53.87 53.07 52.31 51.48 50.69 49.91 

23.57% 55.15 54.35 53.54 52.77 51.94 51.15 50.36 

24.07% 55.63 54.82 54.01 53.24 52.41 51.61 50.82 

24.57% 56.12 55.30 54.49 53.71 52.87 52.07 51.27 

25.07% 56.60 55.78 54.97 54.19 53.34 52.54 51.74 

25.27% 56.80 55.98 55.16 54.38 53.53 52.72 51.92 

 
 

Cost of Equity 

81.31 4.54% 5.04% 5.54% 6.04% 6.54% 7.04% 7.54% 

11.89% 151.38 114.23 91.71 76.60 65.76 57.61 51.26 

12.89% 155.17 117.05 93.94 78.44 67.32 58.95 52.44 

13.89% 158.41 119.46 95.85 80.01 68.65 60.10 53.45 

14.89% 161.22 121.55 97.50 81.37 69.80 61.10 54.32 

15.89% 163.68 123.38 98.95 82.56 70.81 61.97 55.08 

16.89% 165.84 124.99 100.22 83.61 71.70 62.74 55.75 

17.89% 167.77 126.42 101.35 84.54 72.48 63.42 56.35 

53.24 3.49% 3.59% 3.69% 3.79% 3.89% 3.99% 4.09% 

4.91% 63.33 60.43 57.71 55.15 52.74 50.47 48.33 

5.01% 62.55 59.70 57.02 54.50 52.13 49.90 47.78 

5.11% 61.79 58.98 56.35 53.87 51.53 49.33 47.25 

5.21% 61.03 58.27 55.68 53.24 50.94 48.77 46.72 

5.31% 60.29 57.58 55.03 52.63 50.36 48.22 46.20 

5.41% 59.56 56.89 54.38 52.02 49.79 47.68 45.68 

5.51% 58.85 56.22 53.75 51.42 49.22 47.14 45.17 
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