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Sales 2006 Average COZ2 emissions Average weight (ka)

Manufacturer group {1,000) {g/km)
2005 2006 %o 2005 2006 %

Toyola 848 161 153 -5.0% n‘a n'a
Honda 249 160 154 -3.8% n'a n'a
PSA Peugeot Citroen 1,829 146 142 -2 7% 1291 1282 -0.7%
BMW 761 188 184 -2.5% 1540 1537 -0.2%
Mazda 242 177 173 -2.0% n'a n/a
Missan 534 171 168 -1.6% n‘a n'a
Hyundai 308 168 167 -0.8% n'a n'a
Renault 1,275 148 147 -0,8% 1294 1294 0.1%
Fiat 1,088 145 144 -0.5% 1150 1190 3.5%
Ford 1,571 163 162 -0.5% 1378 1393 1.1%
General Motors 1,500 157 157 -0.3% 1309 1336 21%
Volkswagen 2,940 165 166 0.9% 1444 1460 1.0%
Suzuki 229 164 166 1.8% na n'a
DaimlerChrysler 876 182 188 2.8% 1499 1561 4.1%
German groups 172 173 0.6% 1471 1492 1.4%
French groups 147 144 -1.9% 1292 1287 -0.4%
French + Italian 147 144 -1.6% 1261 1262 0.1%
Japanese groups 166 161 -2.8%

000 European Federation for Transport and Environment(2007) 'Reducing CO, emissions

from New Cars: A Study of Major Car Manufatures’ Progress in 2006’
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Total environmental protection expenditures and investments by type.
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Enel paid an additional 28 million euros for the other component of the carbon tax,
which is connected with the re-determination of excise duties on fuels in general.
Other charges in 2006 that were recorded separately, because they were not
explicitly allocated to environmental protection regard:

> 84 million euros O at the Group level 0 concerning the purchase of
carbon-dioxide emission permits to make up for the deficit of the quotas assigned
in the trading system regulated by Directive 2003/87/EC O the socalled “Emissions
Trading Directive”] and those obtained from the flexible mechanisms introduced
by the Kyoto Protocol with respect to the actual emissions;

> 73 million euros connected with the acquisition of green certificates to
complete compliance with the obligation O established by legislative decree n.
79/1999 for importers or producers of electricity generated from non-renewable
energy sources[] to introduce into the national electricity system a portion of
electricity generated by plants that run on renewable sources and were put into
operation as from April 1, 1999.
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We exceed our CO2 emission quotas in both Italy and Spain and have to purchase

CO2 emission rights in the market to cover the excess. We can not predict what

effect such ongoing excess of CO2 emission will have on our business.

Our operations in Italy and other Member States of the European Union are

subject to CO2 emission quotas that were adopted by regulatory authorities

pursuant to the Kyoto Protocol. Our operations in both Italy and Spain exceeded

their respective quotas in 2005 and 2006 by an aggregate for both years of 20.74

million tons and are likely to exceed their respective quotas again in 2007. The
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European Commission has recently approved the quotas for the period from 2008
through 2012.We do not expect to meet the 2008-2012 quotas applicable to our
operations in Italy and Spain. Failing to meet these quotas will require us to
dedicate additional resources towards the purchase of CO2 emission rights. While
the price of such rights has decreased significantly in recent periods due to an
oversupply in the European market, we can offer no assurance that our ongoing
excess of CO2 emissions in Italy and Spain above the relevant quotas could not
eventually result in significant costs that could have a material adverse effect on
our results of operations. For additional information on our CO2 emissions in Italy
and abroad see “Item 4. Information on the Company— Business—The Enel
Group— Domestic Generation and Energy Management —Generating Facilities —
Thermal Production” and “Item 4. Information on the Company— Business— The
Enel Group— International Operations — International CO2 Emission Trading”,
respectively.
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PART I

Item 1. Business
FPL GROUP
O00dDO0oo0o0DOooOoooOoDooooo
Environmental.
O00D0O0oo0oo0DoOooooooooooo
goddoooooodooooooooon
Climate Change — As a participant in President Bush's Climate Leader Program
to reduce greenhouse gas intensity in the United States by 18% by 2012, FPL
Group has inventoried its greenhouse gas emission rates and has committed to a
2008 reduction target of 18% below a 2001 baseline emission rate measured in
pounds per megawatt-hour. FPL Group believes that the planned operation of its
generating portfolio, along with its current efficiency initiatives, greenhouse gas
management efforts and increased use of renewable energy, will allow it to
achieve this target. In addition, FPL Group has joined the U.S. Climate Action
Partnership, an alliance made up of a diverse group of U.S.-based businesses and
environmental organizations, which in early 2007 issued a set of principles and
recommendations to address global climate change and the reduction of
greenhouse gas emissions.
The U.S. Congress is considering several legislative proposals that would
establish new mandatory regulatory requirements and reduction targets for
greenhouse gases. Based on the most current reference data available from
government sources, FPL Group is among the lowest emitters of greenhouse
gases measured by its rate of emissions to generation in pounds per
megawatt-hour. However, these legislative proposals have differing methods of
implementation and the impact on FPL's and FPL Energy's generating units
and/or the financial impact (either positive or negative) to FPL Group and FPL
could be material, depending on the eventual structure of any legislation enacted
and specific implementation rules adopted.

O O00OFPL Group, Inc.OForm 10-K 200600 p.0O
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
Operating Results by Business
Operating Expenses
O000oOoooOoooooOoDoOoooooa
O00d0D00oDoDO0DoDOoDoDoOoDOoooooo

2006 vs. 2005
Purchases and services increased 3.9% to €4,231 million in 2006 from €4,072
million in 2005, which was principally due to the following factors:
+ Expenses for other supplies and services totaled €728 million in 2006, a decrease
of 16.0% from €867 million in 2005. This decrease principally reflects the booking
of expenses of €301 million in connection with rights acquired to cover the CO2
emissions made in 2006, which totaled 46.5 million tons 0O 34.8 million tons for
mainland and 11.7 million tons for non-mainland emissions] . Expenses booked in
2006 to cover CO2 emissions were €221 million lower than expenses booked in
2005, principally due to the lower volume and lower value of CO2 emissions
recorded in 2006. The decrease in expenses for other supplies and services also
reflects the booking of a €51 million reversal equivalent to the amount we will
receive from the Extremadura regional government 1in connection with
reimbursement of an environmental impact tax we paid from 1998 to 2005 which
was ruled unconstitutional by the Spanish Constitutional Court on June 13, 2006.
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Emissions

Source
2002 2003 2004 2005 2006
Emissions into
the atmosphere
50, thermal generation thousand t 106 101 04 13 &0
KO, thermal generation thousand t 15 B2 56 48 43
fuel-oil storage & handling  thousand t 0.008 0.004 0.007
Total thousand t 15 62 1 49 13
Particulatas thermal generation thousand t 6.1 1.5 33 2.8 2.1
co, Fossi-fired therma' genaration
{from combustion) thousand t 75,246 71,345 63.281 56,124 51,408
fossi-fired thermal genaation
{from desulfurizat ion) thousand t 144 12 a3 Tl 75
total from fossil-fired
thermal generation thousand t 15,301 11,457 63,374 56,185 51.572
non-fossi-fired ¢ hermal
generation
{from fossil carbon) thousand ¢ - 12 8
total from thermal generation thousand t 75,301 11,457 63,374 56,207 51,590
gaothermal drilling,
fuel-nil storage & handling,
gas distribastion,
ganerating saets thousand t o 17 a0 24 25
Total thousand t 75,400 T71.474 B3.404 56,232 51.616
SFg electricity genaration kg 040 1430 1.373 1.530 1384
thousand t
of 00~ equivalent 23 3z ao 34 a1
electricity distribution kg 2.384 2.033 2818 2. 700 2.937
thousand ¢
of 00 equivalant 53 45 63 &0 &5
Total kg 3,424 3,462 4,19 4,230 4.31
thousand t
of CO.-aquivalent 16 17 a3 a4 be
CH, gas distribution thousand t 5.7 6.3 6.6 13.0 158
thousand t
of CO--equivalent 131 145 151 0o 155
Total greenhouse gases
[COs, SFa CHy) thousand t
of CO-equivalent 75,607 71,696 B3.648 56,626 52,077
1.5 geothermal generation (fluid) thousand t 21 24 23 23 21
co, geothermal generation (fluid) thousand t 1,809 1,958 1,803 1.83B 1,946
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ITEM 4. INFORMATION ON THE COMPANY

Business

The Enel Group

Domestic Generation and Energy Management

Thermal Production

Oooooooooooon

OO0oooooooooon

The Kyoto Protocol established a market mechanism for the trading of CO2
emission rights. Pursuant to EU directives implementing this mechanism, the
Italian Environment Ministry issued a decree in February 2006 allocating
emission rights among Italian producers for the 2005-2007 period. Enel Produzione
was assigned emissions quotas of 48.2 million, 41.2 million and 42.4 million metric
tons of CO2 for the years 2005, 2006, 2007, respectively. Our emissions for 2005
and 2006 were, respectively, 8.0 million tons and 9.9 million tons higher than the
emission quotas we were assigned for the same years. To cover this excess we were

required to purchase emission trading rights in the market for an aggregate
amount of €253 million in 2005 and 2006.
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In 2003, FPL Group was the first electric company to join the Environmental
Protection Agency’s “Climate Leaders” program. As a participant, we committed to
achieving an 18-percent reduction in CO2 emissions — the main greenhouse gas
blamed by scientists for warming the Earth — by 2008, compared to a 2001
baseline. We're pleased to report that 14 we've already achieved, and in fact,
surpassed our goal and filed an early achievement with Climate Leaders.
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Enel’s strategy of compliance with the EU-ETS is managed at central level and
based on an array of options, whose weight depends on their cost-effectiveness:

1. reducing emissions by fuel switching, i.e. using lower carbon fuels wherever
possible and investing in enhanced efficiency of power plants and in
renewables;

2. trading CO2 emission allowances on the various European trading platforms;

3. using CO2 credits accrued from CDM and JI projects; these credits may be
gained through bilateral contracts, by directly developing projects in the
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geographic areas and core-business sectors of the Group and by taking part in
selected carbon funds.
Enel entirely covered its deficit of allowances with respect to actual emissions,
especially by buying allowances on the market at competitive prices.
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ITEM 4. INFORMATION ON THE COMPANY

B.BUSINESS OVERVIEW

Environmental Matters

OoO0Dooooooooag

Ooodoooooooog
Participation in projects and developing mechanisms to reduce emissions is a

cornerstone of our strategy for combating climate change. In 2005, we were a

particularly active player on an international scale in the area of CDMs.

In 2006, we sought to meet the objectives set in 2005 for acquiring emission rights

via projects by strengthening our organization to enter new markets. This resulted

in the following actions:

+ Presentation of the “Endesa Climate Initiative” in China, India, Chile, Mexico,
Russia and the Coal Expo 2006 in Cologne, Germany.

* Consolidation of the CDM portfolio in China and Latin America with contracting
of new projects in seven carbon funds.

* Creation of a Climate Change Database, a register of the technical specifications
of each contract Endesa has entered into.

* Development of the STEPAC and Ojos de Agua projects in Latin America.

* Development of a mutual framework agreement with PEMEX 0O Mexicoll and
Huaneng [0 Chinal for the identification of CDM projects.

* Participation in various carbon funds such as the World Bank’s CDCF carbon
fund, the Spanish Carbon Fund, the European Investment Bank’s carbon fund
and the European Bank for Reconstruction and Development’s carbon fund.
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Although Toyota has met the current CAFE standards for both passenger cars
and light trucks, the enactment of a more stringent standard in 2006 could have a
significant impact on Toyota automobiles sales in the United States.
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Fuel Economy Standards for light-duty trucks became effective in 1979. GM’s
light-duty truck CAFE for the 2006 model year was 22.8 mpg, which exceeds the
requirement of 21.6 mpg. GM’s 2007 model year light-duty truck CAFE is projected
to be 22.6 mpg, which would exceed the requirement of 22.2. mpg. 00O

Although it is not yet clear what specific changes will be adopted, it is likely that
U.S. fuel economy requirements will be increased in the near future, which would
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pose additional challenges to GM’s ability to comply and to maintain a profitable
operation. Some of requirements that have been proposed would be beyond the
current technical capacity of GM or any other manufacturer, and there can be no
assurance that the necessary technological advances would be made or would be
available on a timely and economically reasonable basis. Even less stringent
requirements could affect GM’s ability to sell larger vehicles, which comprise a
significant and disproportionately profitable segment of its portfolio of products.
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Despite these advanced technology efforts, GM’s ability to satisfy fuel
economy/CO2 requirements in major markets such as the United States, Europe,
and China is contingent on various future economic, consumer, legislative, and
regulatory factors that GM cannot control and cannot predict with certainty. If GM
is not able to comply with specific new fuel economy requirements, which include
higher federal CAFE standards and state CO2 requirements such as those imposed
by the AB 1493 Rules, then we could be subject to sizeable civil penalties or have to
restrict product offerings drastically to remain in compliance. In turn, any such
actions could have substantial adverse impacts on GM operations, including plant
closings, reduced employment, and loss of sales revenue.
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Changes in existing, or the adoption of new laws, regulations or policies of
governmental organizations, particularly environmental or fuel economy
regulations, may have a significant negative impact on how we do business.

‘OO0

The CAFE requirements mandated by the U.S. government pose special
concerns. There have been a number of recent proposals by the President and
various members of Congress to increase these standards significantly. Some of
these proposals might require us to alter our capital spending and research and
development plans, curtail sales of our higher margin vehicles, cease production of
certain models, or even exit certain segments of the vehicle market. Proposals
that would result in dramatically higher standards could disrupt our future
product plans in ways that would significantly and adversely affect our sales
volume, revenue, and profitability in the United States and could result in plant
closures and job losses. Similarly, a growing number of states have adopted
regulations that establish CO2 emission standards that effectively impose
similarly heightened fuel economy standards for new vehicle sold in those states.
Although the automotive industry is challenging certain of these state regulations
In court, no assurance can be given that these challenges will be successful.
ood
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GM 1is implementing and publicly reporting on various voluntary initiatives to
reduce energy consumption and greenhouse gas emissions from its worldwide
operations. 0 O 0 GM has reported in accordance with the Global Reporting
Initiative, the Carbon Disclosure Project, and DOE 1605(b) since the inception of
the programs. Global Environment and Energy goals and progress made on all
voluntary programs are available in GM’s Corporate Responsibility Report at
www.gmresponsiblity.com.
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0 0 0 GM surpassed its 2005 target of an 8% reduction in carbon dioxide [ CO20
emissions from its worldwide facilities compared to 2000 emission levels. By 2005,

GM has reduced CO2 emissions from its worldwide facilities by 16% compared to
2000 levels.00 O O
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At Honda, the global average of CO2 emissions to produce one automobile also
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declined by approximately 5% during the five-year period up to 2005.0 O O
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Strengthening our Commitment to Reduce Our Environmental Footprint

Under the direction of “commitment for the future,” Honda will continue
pursuing more proactive efforts to reduce its environmental footprint, with its main
focus on CO2 reduction.

Reduction of CO2 Emissions — Setting Voluntary Goals

Honda has voluntarily set global CO2 reduction goals for its products and
production activities and its accelerating its efforts to achieve those goals.

In 2000, the global average of CO2 exhaust emissions among Honda automobiles
was 179.5g/km. Despite increased sales of larger-size vehicles such as SUV and
minivans, average CO2 emissions were reduced by 5% during the five-year period
up to 2005.

Honda now strives to achieve a further reduction of 5% or more, aiming to
accomplish a total of 10% reduction by 2010 compared to the level of 2000. Honda
will also work toward a 10% reduction both for motorcycles and power products.

At Honda, the global average of CO2 emissions to produce one automobile also
declined by approximately 5% during the five-year period up to 2005. Honda is
working toward a further reduction by 5% or more by 2010 to achieve a total
reduction of 10% compared to the level of 2000. For motorcycle and power product
production, Honda set goals to reduce CO2 emissions by 20% in each area.

Honda is the first automaker in the world to announce global CO2 reduction
goals for its products and production activities.
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00 0...In particular, a key challenge for sustainable mobility will be the further
reduction of both conventional fossil fule-based consumption and exhaust
emissions, especially carbon dioxide. We follow a three-step strategy to meet this
challenge: first, further improvement of conventional combustion engine
technology; second, development of hybrids as a bridging technology; and third,
commercial development of fuel cell propulsion....00 0 O
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