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IN RE:
ALABAMA POWER COMPANY DOCKET NO. 32382
PETITION FOR A CERTIFICATE OF CONVENIENCE AND
NECESSITY FOR THE CONSTRUCTION OR ACQUISITION
OF RENEWABLE ENERGY AND ENVIRONMENTALLY
SPECIALIZED GENERATING RESOURCES AND THE
ACQUISITION OF RIGHTS AND THE ASSUMPTION OF
PAYMENT OBLIGATIONS UNDER POWER PURCHASE
ARRANGEMENTS PERTAINING TO RENEWABLE ENERGY
AND ENVIRONMENTALLY SPECIALIZED GENERATING
RESOURCES, TOGETHER WITH ALL TRANSMISSION
FACILITIES, FUEL SUPPLY AND TRANSPORTATION
ARRANGEMENTS, APPLIANCES, APPURTENANCES,

EQUIPMENT, ACQUISITIONS AND COMMITMENTS
NECESSARY FOR OR INCIDENT THERETO
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TESTIMONY AND PROCEEDINGS before the
Honorable Scott Morris, Administrative Law
Judge, at the Carl L. Evans Chief
Administrative Law Judge Hearing Complex, RSA
Union Building, 100 North Union Street,
Montgomery, Alabama, on Wednesday, August 12,
2015, commencing at approximately 9:05 a.m.;
and reported by Kim Pruitt, Registered
Professional Reporter and Commissioner for

the State of Alabama at Large.
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1 ALJ MORRIS: On the record.

2  Today's date is Wdnesday, August 12, 2015,

3 and we're here for a public hearing on Docket
4 32382. The petition is Al abama Power

5 Conpany. The petition is for a certificate

6 of convenience and necessity for the

7 acquisition of renewabl e energy and

8 environnentally specialized generating

9 resources and the acquisition of rights and
10 assunption of paynent obligations under power
11 purchase agreenent arrangenents pertaining to
12 renewabl e energy and environnental ly

13 specialized generating resources, together

14 with all transmssion facilities, fuel supply
15 and transportation arrangenents, appliances,
16 appurtenances, equi pnent, acquisitions, and
17 comm tnents necessary for or incident

18  thereto. And before we get into any of the
199 prelimnaries, we are going to turn it over
20 priefly to Comm ssioner Chip Beeker for a

21 word of thanks and a word of prayer.

22 (I nvocation.)

23 ALJ MORRIS: | am Judge Scott
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1 Mrris. |I'mjoined here on the bench by

2 Comm ssion President Tw nkle Andress

3  Cavanaugh, Comm ssioner Chris "Chip" Beeker,
4 and Conm ssioner Jereny H Cden.

S Getting back to the matter at

6 hand, this application was filed on or about
7 June 25, 2015, and notice of today's hearing
8 was served on July 14, 2015. Also in that

9 notice it established a deadline for

10 intervention. Petitions to intervene were
11 received on behalf of the Al abama | ndustri al
12 Energy Consuners, the Attorney General of

13 Al abama, the JobKeepers Alliance, Al abanm

14 Environnental Council, Al abama Property

15 Rights Council, L.L.C., the Southern Alliance
16 for Clean Energy, and Gulf States Renewabl e
17 Energy Industries Association.

18 On or about August 3, 2015,

19 Al abama Power Conpany filed an objection to
20 the intervention of the Al abana Property

21 Rights Council, the Southern Alliance for

22 (Clean Energy, and the Gulf States Renewabl e

23 Energy Industries Association. Pursuant to

Freedom Court Reporting 877-373-3660



Alabama Power Co. #32382 7

1  procedural ruling, on August 4, 2015, the

2 parties were notified of these objections and
3 given an opportunity to respond. Also in

4 that ruling the petitions for intervention of
5 the Al abama | ndustrial Energy Consuners, the

6 Attorney Ceneral, and JobKeepers Alliance

7 were granted.

8 Responses were received fromthe

9 Southern Alliance for C ean Energy and Qul f

10  States Renewabl e Energy I ndustries

11 Associ ation. Subsequent to that Al abama

12 Power on August 7, 2015, filed w thdraw ng

13 their objection to the intervention of the

14 Southern Alliance for C ean Energy and the

15 @il f States Renewabl e Energy Industries

16 Association. Also on August 7, 2015, the

17 Comm ssion issued a subsequent procedural

18 ruling granting the petitions of the Southern
199 Alliance for COean Energy and the Gulf States
20 Renewabl e Energy I ndustries Association. And
21 the petition for the Al abama Property Rights

22 Council was -- for intervention was deni ed.

23 Furthernore, in the August 4th

Freedom Court Reporting 877-373-3660
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1 procedural ruling the parties were instructed
2 tofile anotice soliciting any potential --
3 or any witnesses that they planned to call

4 and a brief summary of the testinony that

S they intended to give. A notice was filed by
6 Al abama Power Conpany listing their wtness.
7 A so we note for the record that the Gulf

8 States Renewabl e Energy Industries

9 Association filed electronically a notice of
10  a witness, but they failed to conplete the

11 process. The Conmi ssion rules require a

12 followup of a hard copy within twenty-four
13 hours, and they did not do that. | believe
14 M. Canton, who was the witness, is here, is
15  present. It is ny understanding, at |east

16 according to the electronic filing, they did
17 file a certificate of service. And | did

18  want to nmke sure that everyone did actually
19  receive a notice of that w tness.

20 M. MCrary, did the conpany receive a --

21 MR MCRARY: Yes, sir, we did.
22 ALJ MORRI'S: You did? The other
23 I ntervenors -- Ms. Martin?

Freedom Court Reporting 877-373-3660
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1 M5. MARTIN:  Yes.

2 MR. McLEMORE:  Yes.

3 ALJ MORRI S: Everyone?

4 kay. So since this is of a

5 technical nature, I"'minclined to allow the

6 testinony unless there is sone objection.

7 But, M. Canton, this is the

8 second tine this has happened. In your

9 original petition | think you were |ate and
10 you had sone issues. |If you're going to

11 participate in this hearing, we need you to
12 followthe rules. And | just want to put you
13 on notice that any further deviation from our
14 rules is not going to be tolerated. W're

15 going to allow you to appear today and to

16 offer your testinony, but we are putting you
17 on notice that if you're going to be here and
18 participate in the process, then you need to
199 follow the rules that everyone has taken the
20 time and the care to follow

21 MR. CANTON: Ckay.

22 AL MORRIS: Al right. Wth

23 that, let's begin by taking appearances.

Freedom Court Reporting 877-373-3660
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1 First on behalf of the power conpany.

2 MR. McCRARY: Yes, sir. Your

3 Honor, thank you, and conm ssioners. M nane
4 is Dan McCrary of the law firmBalch &

5 Bingham |'mrepresenting Al abama Power

6 Conpany. Wth nme here today is ny partner,
7 Scott Grover. CQur contact information is

8 already reflected in the pleadings, but we' ve
9 also provided it to the court reporter for
10 the record.

11 ALJ MORRI'S: Thank you,

12 M. MCrary.

13 For the staff.

14 MR. FREE: Yes, sir, Your Honor.
15 M nane is John Free, director of the

16 Comm ssion's electricity policy division.

17 And with your permssion, |I'mhere today to
18 ask clarifying questions of the wtness

19  concerning her testinony and the conpany's
20 filing.

21 ALJ MORRI S: Ckay. Thank you,
22 M. Free.

23 MR. BENTLEY: Luke Bentl ey,

Freedom Court Reporting 877-373-3660
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1 comm ssion staff.

2 ALJ MORRI'S: Thank you,

3 M. Bentley.

4 And for Al abama | ndustri al

5  Energy Consuners.

6 MR. MLEMORE: Yes, sir. |I'm

7 Jimy MLenore, a local |lawer here with

8 Capell & Howard. | represent the Al abama
9 Industrial Energy Consuners. W' ve
10 intervened in the proceeding and participate

11 as we see appropriate.
12 ALJ MORRI'S: Thank you,

13 M. MLenore.

14 And for the Attorney Ceneral.
15 M5. MARTIN: I'mdivia Martin.
16 |'"m here on behalf of the Attorney General.
17 ALJ MORRI'S: Thank you,

18 Ms. Martin.

19 Let's nove down our line for --
200 |"'mdoing this really on order of
21 intervention. Next will be JobKeepers

22 Alliance, and | believe that's M. Cagle.

23 MR CAGLE: M nane is Patrick

Freedom Court Reporting 877-373-3660
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1 Cagle, executive director of JobKeeper
2 Alliance.

3 ALJ MORRI S: Thank you,

4 M. Cagle.

S Al abama Envi ronnental Council.
6 MR, JOHNSTON: My nane is Keith
7 Johnston. |'m nmanagi ng attorney of the

8  Sout hern Environmental Law Center in the

9 Birmnghamoffice. And here with ne is ny
10 col |l eague Christina Andreen fromthe Sout hern
11 Environnental Law Center. And we are

12 representing the Al abama Environnent al

13 Counci | .

14 ALJ MORRI'S: Thank you,

15 M. Johnston.

16 Next is Southern Alliance for

17 d ean Energy.

18 M5. SHENSTONE: Your Honor, |I'm
19  Anelia Shenstone. |'mthe canpaigns director
20 with the Southern Alliance for C ean Energy.
21 ALJ MORRI S: Thank you,

22 Ms. Shenstone.

23 And for Gl f States Renewabl e
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Energy I ndustries Associ ati on.

MR. CANTON: My nane is Jeff
Canton, president of Qulf States Renewabl e
Ener gy.

ALJ MORRI S: Thank you,

M. Canton.

Wth that, | believe we are
about ready to begin. Are there any
prelimnary matters that we need to address
before we start? Do you have anyt hi ng,

M. MCary?

MR. McCRARY: Yes, sir, Your
Honor, just one prelimnary matter. | assune
that for purposes of this hearing we'll be
follow ng the customary rul es regarding
friendly cross-exam nation, prohibiting
friendly cross-exam nation?

ALJ MORRI'S:  Yes.

MR. McCRARY: That's all we
have, Your Honor.

ALJ MORRIS: GCkay. Wth that,
M. MCrary, | believe you have a w tness.

MR. MCRARY: Yes, sir, we do.
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| would call Ms. Noel Cain to the stand.
AL MORRIS: Ms. Cain, if you
woul d have a seat up here, but before you do
that | need to swear you in.
M. MCrary, are you ready to
proceed?
MR. McCRARY: Yes, sir. Thank
you.
NOEL CAI N,
havi ng been first duly sworn, was exam ned
and testified as foll ows:
DI RECT EXAM NATI ON
BY MR, M CRARY:
Q Wul d you state your nane and
busi ness address for the record, please?
A Yes. M nane is Noel Cain. |
work at 600 18th Street North in Birm ngham
Al abana.
Q And by whom are you enpl oyed
Ms. Cain?
A Al abama Power Conpany.
Q What ' s your position with

Al abama Power ?
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A |"mthe regul atory policy
manager .
Q Coul d you please briefly

overvi ew your primary responsibilities as
regul atory policy manager?

A. Yes. Al abama Power, as a
regulated utility, has oversight and
regul ation fromnunerous federal and state
agencies. M role as regulatory policy
manager serves as one of a few main points of
| nterface between the conpany and the
Comm ssion staff, primarily focused on itens
of state and national policy as they affect

our industry and our conpany.

Q How | ong have you served in this
rol e?

A Since June of 2014.

Q Woul d you briefly review your

educati onal and professional background prior
to that tinme?

A. Sure. | have a degree in
el ectrical engineering fromthe University of

Al abama at Birm ngham And | began with the
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conpany in 2001 in Southern Conpany servi ces.
|'ve had various positions of increasing
responsi bility across, nanely, the operations
organi zati on, includi ng whol esal e anal ysi s,
mar ket structuring, engineering and
construction services, nostly across that
operations organi zati on.

Q Ms. Cain, are you famliar wth
the petition filed by Al abama Power in this
proceedi ng on June 25, 20157

A. | am

Q And are the representations in
that petition true and correct to the best of
your know edge, information, and belief?

A. Yes, they are.

Q Wul d you generally descri be
what the conpany is requesting fromthis
conmm ssion through its petition?

A Sure. The petition is
requesting authorization for the construction
or the acquisition through either a PPA or a
purchase of an asset of renewabl e or

environnental |y speci alized generation
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1 resources in order to neet custoner interest

2 in renewabl e energy.
3 Q And | see the petition al so
4 includes a reference to various things,

S5 support facilities and so forth, and

6 appurtenances. Could you explain what that
7 termgenerally refers to?

8 A Appurtenances woul d be sort of

9 everything el se associated with the delivery
10 of that electricity. So outside of just the
11 generator itself you have procurenent of | and
12 and right-of-ways and transm ssion

13 facilities. The actual delivery of that

14 electricity requires nore than just the

15 generator itself.

16 Q Wul d the interconnection

17 facilities associated with a project fall

18 wthin that category?

19 A Yes, they woul d.

20 Q How does Al abanma Power propose
21 to handl e the construction, ownership, and
22 mai ntenance related to interconnection

23 facilities for these projects?
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A Under Al abama | aw Al abama Power
Conpany has the right to own any transm ssion
facilities that interconnect to our system
So on a self-build asset, obviously, we would
own that interconnection. On anything that
was a third-party ownership, a PPA, Al abana
Power has the right to own that
I nterconnection facility but may al so wai ve
that right if it's in the best interest of
t he custoners, subject to conmm ssion
approval .

Q So woul d Al abana Power choose to
el ect or woul d Al abama Power want to el ect
whi chever alternative in that situation was
nost beneficial to custoners?

A That's correct.

Q Are there any conditions
associated with the conpany's requested
authority in its petition?

A Yes. Cbviously, we're talking
about renewabl e or environnentally
speci alized generation. So that's item one.

| failed to nention that the conpany is
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seeki ng authorization for snaller scale
renewabl e projects. So there's a limtation
on the size of each individual project and
can only be up to 80 negawatts.

QO her restrictions are a limt
on the total amount that we're requesting an
aut horization for. That would be up to 500
megawat t s.

And then each and every project
under this certificate authority would be
required to denonstrate projected positive
econom ¢ value for custoners in terns of
el ectricity price,.

Q And, again, would the authority
requested here be limted just to self-build
projects for the conpany?

A No, there wouldn't be a
limtation on self-build. It would be
self-build or PPA on a case-by-case basis.

Q And you' ve nentioned a couple of
nmegawatt limtations, the 80 negawatts per

project up to and then the 500 negawatt

aggregate total. |Is that size neasured in AC
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i ncorporated in the petition in the requested
authority fromthe Conm ssion?

A There are. The -- upon granting
of the authority, the conpany would need to
initiate action on the first project within
one year of the granted certificate. And
then wthin six years the conpany woul d have
that anount of tine to exercise the full
anmopunt. Shoul d 500 negawatts worth of
projects not materialize within that six-year
wi ndow, then any unused portion of the
certificate would expire.

Q What about any exerci sed
authority under the petition? Wat would be
the termfor those projects?

A Once those projects were
approved under the certificate wthin that
Si X years, they are certificated for the life
of the project. So on self-build that would

be the |life of the asset. For a PPA it woul d
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be the termof a contract.

Q Al right. M. Cain, now that
we' ve kind of taken a general overview of the
conpany's petition, let's spend a little bit
of time |ooking at the circunstances that |ed
to the conpany's filing. Are you famliar
Wi th those?

A Yes, | am

Q What's the primary factor that
pronpt ed Al abama Power to seek the authority
requested in this -- in the petition?

A What brings us here today is
primarily driven fromcustoner interest,
namely mlitary requirenents for renewabl e
energy, but we've also seen interest in the
private sector as well. Along those |ines,
in order to neet that interest, the conpany's
identified a need for -- for these smaller
scale projects to have a kind of structured
efficient process that we can transact
qui ckly to neet these custoner requests.

Q Can you identify any secondary
benefits that m ght potentially attach to the
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authority under the certificate?

A Yes. Wiile not the primry
driver, the certificate request is really a
function of custonmer interest in that
renewabl e energy, but there is a secondary
benefit that the renewabl e energy could help
with environnental conpliance in the future.

Q Now, Ms. Cain, let's go back to
the primary driver, the custoner interest
that you identified a nonent ago. |s that
I nterest in the governnental sector, is it in

the private sector, or both?

A. It's both. Both sectors.
Q As far as Al abana Power is
concerned, initially what's the -- has the

interest primarily surfaced in the
governnmental arena or in the private arena?
A. Wll, primarily we're here about
the governnental arena, the mlitary
requi renents that | nentioned.
Q And what's your understandi ng of
the reasons for the mlitary's interest in

renewabl e projects?
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A That requirenent that the
mlitary has actually dates back to the
Nat i onal Defense Authorization Act of 2007
where that |aw actually required the

Depart nent of Defense to set goals and

targets for thensel ves that they would use 25

percent of their energy consunption from
renewabl e resources by 2025. After that act
there was a series of executive orders that
sort of reinforced that, the nost recent
being in March of this year.

And t hat executive order
actual |y went beyond just the Departnent of
Def ense and applies to all federal agenci es.
It set an interimgoal in addition to that
2025 tinme franme of about 10 percent by 2016
or 2017 for all federal agencies. So the
mlitary is working in response to those
mandates fromthe federal governnent.

That executive order -- it's
i nteresting to note that it actually even
references suppliers of those federal

agenci es, which is another exanpl e of
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reaching into that private sector.

Q Now, Ms. Cain, | would assune
that the interest Al abama Power has seen from
the mlitary has been with respect to
mlitary installations wwthin its service
territory; correct?

A. That's correct.

Q To your know edge is there
simlar interest being exhibited by other
mlitary installations across the southeast?

A Yes, definitely. W've seen
mlitary installations across Georgia,

Fl ori da, M ssissippi, the Carolinas where the
mlitary bases in those states have worked
with utilities to exercise renewabl e

proj ects.

Q To your know edge how have those
i nstallations worked with their
jurisdictional utilities to neet their needs?

A They' re a conbi nati on of PPAs
and self-build. Qur understanding is that
sone of those applications actually require

the utility to be the owner and operator of
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t he renewabl e generation, primarily froma
timng requirenent in order for the Arny to
neet their tine line. Many of those
contracts have been i npl enented under the
General Services Agreenent with their
jurisdictional utility, and that agreenent
requires the utility to be the owner and
oper at or .

Q Now, you al so nentioned that
there was interest in renewables in the
private sector, did you not?

A That's correct.

Q | s there publicly-avail able
i nformation that you can point us to that
woul d denonstrate that interest in the
private business sector?

A Certainly. There are a nunber

of pieces of evidence that sort of support

that. One that cones to mnd is that nearly

hal f of the nation's Fortune 500 conpanies
actual |y have renewabl e nandates or goals of

sone kind. One exanple is just February of

this year there was what's called a corporate
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renewabl e buyers gui de, which was sort of a
congl onerate of about
twenty-five-trillion-dollar-worth-of-revenue
conpani es across several industries,
manuf acturing, retail, technol ogy that have
basical |y docunented their commtnent to
renewabl e energy. Sonme conpani es have
actually said they want to be 100 percent
renewabl e, |ike Google and Wal -Mart.

Q Can you give sone exanpl es of
private conpanies acting on these goals in

ot her parts of the country?

A Agai n, there are several
exanples of that. 1'll give you a couple
that cone to mind. In lowa MdAmerican

Energy has worked with Facebook and Google to
build in a partnership over 500 negawatts of

wi nd energy that supplies that wind energy to
brand new data centers, that those conpanies

cited renewabl e energy being a main factor in
their choosing to |locate those facilities in

| owa.

Anot her exanple is Apple has a
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coupl e of agreenents with jurisdictional
utilities to serve their data centers. The
Salt River project in Arizona had a
70-megawatt solar deal with Apple. Sierra
Pacific is another utility that worked with
Appl e to bring renewabl e energy to their
portfolio. And that one was in Nevada.
Amazon i s anot her good exanpl e.

They recently announced an 80- negawat t
facility in Virginia. Those are a few
exanpl es that cone to m nd.

Q And what about cl oser to hone?
Can you identify any exanples in the
sout heastern regi on?

A Yeah. Even here in the
Sout heast we've seen sone exanples of private
sector conpani es who are denonstrating that
they're willing to put their noney where
their nouth is so to speak. And just north
of us in Chattanooga is a good exanple where
t he Vol kswagen facility has built about a
10- negawatt solar installation there at their

manufacturing facility.
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And cl oser to hone even is the
Googl e announcenent in North Al abama just a
f ew weeks ago where Google cited the
renewabl e energy option where they're working
with TVA the local provider, to -- as a
maj or factor in deciding to |locate their
facility in Al abana.

Q How do these private conpanies
such as those you've just been discussing,
how do they undertake to achieve their goal s?

A Well, many of them prefer to
work with their jurisdictional utility. They
have a relationship there, a history of that
utility providing their reliable electric
servi ce, and nmany have cone out and said they
have no desire to be in the energy nmanagenent
busi ness. That's what the utility does.
That's their expertise. And they would
rat her focus their resources on their own
products. So they certainly prefer to work
with the utility conpani es.

Q You nentioned related to

custoner interest a need to nove quickly and
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efficiently to respond to this interest. Wy
is that an inportant consideration here?

A Well, as | nentioned, nost --
the reason we're here is in response to
custoner interest, and we have a need to be
able to nove quickly and efficiently. If we
are certificating individual small-scale
projects, there are costs associated wth
that and resources that are utilized, so it
just nmakes sense -- it's econonical to have a
process that's less costly and burdensone.

It al so nakes sense for it to be
able to offer it quickly in order to respond
to those custoners. Those custoners are not
regul ated utilities. That's kind of a brand
new world for them They would prefer to be
abl e to nmake deci sions and nove forward. So
to the extent that there are del ays caused
fromthe regulatory process they may choose
to locate their expanded operations or new
data centers el sewhere where there may be
| ess of a timng constraint.

Anot her reason is froma narket
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|

condi tions standpoint. The renewabl e

2  industry is an ever-changi ng market and --

3 for instance, the federal tax credit that

4 is -- currently allows for a 30 percent

S reduction in costs would drop to a 10 percent
6 credit if any projects can't be in service by
7 the end of 2016. So there's a need there to
8 nove quickly to effectively take advant age of
9 certain market conditions.

10 Q VWhat's the effect of an

11 uncertain tinme frane as it relates to, for

12 exanpl e, vendor offers with respect to a

13 project?

14 A That's another -- again, an

15 exanpl e where noving quickly is beneficial to
16 custoners as a whole, as well as the

17 custoner-specific application where vendors
18 are hesitant to quote pricing that is sort of
19  evergreen or out -- you know, hangi ng out

20 there as long as the conpany may need. And
21 to the extent that that -- an original offer
22 froma vendor expires, they certainly can

23 cone back with a higher price. O if we are
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to negotiate with a vendor and try to get
themto quote a firmprice for an extended
period of tine, they're going to price a
certain anount of risk into that bid or quote
and, therefore, increasing the ultimte cost
in that market environnent.

Q Ms. Cain, how would an inability
to nove quickly in these kinds of
circunstances potentially harmretail
cust oners?

A Well, again, there would --
there could definitely be sone repercussions
on the cost basis, but another problematic
situation is that if these custoners who we
are trying to work with on projects were
I nterested i n expandi ng operations in our
state or |l ocating sone new operations in our
state, typically we're conpeting for that
growth in our econony with sonme ot her
jurisdiction or sone other state or even
anot her country. Sone operations nay be
exploring in Canada, for exanple. So to the

extent that there are delays or uncertainty
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1 in that process those conpanies view that as
2 arisk, and all things being equal, they --

3 that could deter themfromwanting to |ocate
4  and work with Al abama Power if there's an

S easier option elsewhere and all things are

6 equal.

7 Q Now, |astly, you nentioned that

8 the requested authority could help the

9 conpany conply wth environnental |aws and

10 mandates. How would the authority enable the
11 conpany to acconplish that goal ?

12 A Renewabl e energy added to our

13 generation would necessarily reduce sone

14 other formof generation. So to the extent
15 that any renewabl e energy is generating in a
16 given hour it may be offsetting sone other

17 generation. So that reduction in generation
18  could help to reduce em ssions in further

19  environnental regulations.

20 The Cl ean Power Plan is another
21 great exanple. Cbviously, the conpany hasn't
22 worked through the details of that plan since

23 jit's well over fifteen hundred pages and was
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just finalized | ast week. Additionally, the
state inplenentation of that plan is yet to

be det erm ned. But it's safe to assune that

renewabl e energy will help in sone way wth
that -- with conpliance with that plan.
Q Ms. Cain, let's turn to the

specifics of the conpany's petition. Wy
does the conpany seek authorization to both
construct facilities as well as enter into
PPAs?

A The conpany needs to have the
flexibility to do whichever thing is the best
application for our custoners. So on
specific custoner needs where we have been
approached by a custoner who's interested and
pl aces a priority on that renewabl e
generation |like sone of those mlitary
applications, there could be a requirenent
t hat the conpany own and operate it. So
sel f-build woul d have to be an option there.

There coul d be other instances
where due to certain timng or siting

restrictions that self-build or PPA may be
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the only viable option that wll neet that

2 custoner's needs. And -- but in cases where
3 there aren't limtations there needs to be

4 the flexibility to do whichever option is in
5 the overall best interest of all custoners.
6 Q In either case, M. Cain,

7 whether it be self-build or a PPA, would the
8 project be held to the sanme requirenents set
9 forth in the petition?

10 A. Absol utely. Regardl ess of

11 whether a project is self-build or PPA,

12 ultimately, in order to qualify under the

13 petition, every project has to be

14 denonstrated to provide projected economc
15 wvalue to all custoners.

16 Q Now, the conpany is proposing an
17 80-negawatt limtation -- an up to

18 80-negawatt |limtation on individual

19  projects; correct?

20 A That's right.
21 Q VWhat's the basis for that?
22 A 80 negawatts has | ong been sort

23 of the standard of snall-scal e generation.
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That was sort of solidified by the PURPA
rules of 1978. It neets that definition
under those requirenents for small scale.

It also is a reasonabl e size
based on interest that we've seen and
proj ects that have been transacted in other
jurisdictions in other parts of the country.

Q A simlar question with respect
to the 500 negawatt total cap. Wat was the
basis for that?

A Again, it's just a reasonable
anmount given the custoner interest that we've
seen thus far. And based on, you know, with
our existing custoners that have cone to us
and said they're interested in renewabl e
energy, we've identified potentials of around
t hat anount, that range.

And in addition, given the fact
that it could attract new custoners to the
state, we think 500 negawatts is a great
starting point at |east.

Q Now, is the conpany obligated to

utilize that full authorization, 500
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megawat t s?

A. Not at all. It's an up-to
ampunt. So any projects that neet that
criteria that was set forth nay be brought
forward for approval, but to the extent that,
as | nentioned earlier, 500 negawatts worth
of qualifying projects don't materialize, the
conpany woul dn't transact on sonething that
didn't neet that criteria.

Q And | think you touched on this
earlier, but just since we're wal king through
t he specifics, how long would the requested
aut hori zation and certificate |last?

A That woul d be six years.

Q And is that with respect to
projects under the certificate or just the
aut hori zation to transact?

A. The aut hori zation woul d be six
years. Any projects that were approved under
that authorization and certificated through
this process would be certificated through
their life.

Q And after six years what would
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happen to any unexerci sed authori zati on?

A That woul d expire. And in order
for the conpany to do anything further at
that point it would require a brand new
aut hori zati on.

Q Now, Ms. Cain, apart fromthe
size and tinme limtations, could you discuss
the criteria for a project to qualify under
the certificate related to positive benefits?

A Yeah. Those positive benefits
woul d be quantifiable cal cul ati ons based on
aggregating the total expected cost of the
facility and conparing all of those total
costs to the total benefits the conpany would
realize and pass along to custoners. So
t hose benefits would be in terns of the
avoi ded costs that the renewabl e generation
entails, as well as any other benefits that
are able to be quantified in terns of
el ectricity price savings. So that can be
custoner contributions based on that specific
project. It nmay be in terns of a fee or a

di rect paynent streamfroma custoner who's
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wlling to pay an extra price. O if it's an
anount that can be quantified from benefits
of retaining |oad that was nmaybe at risk of,
as | nentioned, locating to sone other state
or operation or attracting new | oad and
growmh to our territory, that would help to
put downward pressure on rates. O her
benefits could include, as | nentioned,

envi ronnental conpliance once we see how t hat
shakes out.

Q Now, a nonent ago you nentioned
avoi ded costs. Could you provide a little
nore detail about what you nean by that?

A Yeah. The avoi ded costs woul d
be all of the costs that are -- that the
conpany woul d ot herw se incur but for the
generation that's being analyzed. So to the
extent that it displaces energy in the stack
every hour that the unit is running would be
an hour of reduced energy from sone ot her
unit. So the marginal price, the dispatch
cost of that unit, would be an avoi ded energy

conponent .
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There is avoi ded capacity costs.
However, those are quite small relative to
t he energy val ue since Al abama Power has
sufficient capacity to neet its reliability
needs until 2030.

Furthernore, to the extent that
any of this renewable energy is intermttent
in nature, that would further di mnish the
avoi ded capacity cost val ue.

Any ot her avoi ded costs that the
conpany could directly identify and attribute
to the actual renewabl e project being
eval uat ed woul d al so be incl uded.

Q Now, you nentioned a nonent ago
that other quantifiable benefits would

I nclude load growmth and | oad retention;

correct?
A. That's right.
Q How does | oad growt h and | oad

retention benefit all custoners?
A. Wll, let's start with | oad
growh. As | nentioned, if we were able to

attract new load to the state, new
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operations, that |oad, aside fromjust being

great for the state's econony and creati ng

jobs in the state of Al abama potentially from

an electricity price standpoint, the conpany
woul d cal cul ate the increnental costs of
serving that load. And to the extent that
t he conpany has already invested in fixed
cost assets, transm ssion, generation,
di stribution, but may not change or only
i ncrease marginally to serve that additional
| oad, then those increnental costs would
| ikely be I ess than the increnental revenues
expected to be received fromthat custoner.
Therefore, they would -- that custoner woul d
be hel ping to spread out those fixed costs
across a greater anmount of electricity sales,
whi ch, therefore, puts downward pressure on
everybody's rates. So it's a good thing for
el ectricity price in terns of all custoners
benefiting.

The sane is true for retaining
| oad. If a certain anmount of load is at risk

of maybe relocating operations into anot her
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state, that -- the renoval of that |oad, that
energy woul d, therefore, no | onger be hel ping
to contribute toward recovery of those fixed
costs. And that fixed cost would get shifted
to other custoners, which would be -- you
know, it would go the other direction. So
retaining that |oad hel ps keep downward
pressure on rates.

Q How woul d Al abanma Power seek to
estimate these growmh and retention benefits?
A Well, again, for a -- for an

exi sting custoner we have histori cal

i nformation that hel ps us understand their
operation profile and their energy needs and
how nmuch that custoner is contributing to the
cost base for that electricity price

cal cul ati on.

For a new custoner we woul d work
wi th that custoner to understand those energy
needs based on design paraneters of that
operation or simlar facilities or things of
that nature to project that estimted energy

need and, therefore, project those
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i ncremental costs and revenues that woul d
ultimately result in that downward pressure.
Q What ki nds of show ngs and
underlying informati on would be reflected in

t he conpany's anal ysis of those vari ous
factors and consi derations?

A. Each project, upon submttal for
approval, would be given to -- all the
anal ysis and underlying information in that
econom ¢ anal ysis woul d be given to the
Public Service Conmm ssion staff and the
Ofice of the Attorney General as that
representative for the using and consum ng
public. The conpany would submt information
of that analysis, along with all the
supporting details and docunentati on behind
any maj or assunptions. You know, that would
i nclude all of the calcul ations of total
costs and total benefits and all the
supporting information that went into
gquantifying those costs and benefits.

Q Can you discuss a little bit

about the nature of the informati on that
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woul d be incorporated in those show ngs by
t he conpany?

A Right. That information, in
terns of the costs and the benefits, would
necessarily contain highly-sensitive and
proprietary information for both our business
as the power conpany, as well as that
specific custonmer we nmay be working with on
that project. So, therefore, it would be
very detrinental to either conpany for that
information to be released. On the custoner
specific application it could give away
I nformati on about their business plans or
their siting projections and things of that
nature, that when working with the power
conpany, that custoner is expecting that
i nformation to be held confidential.

Q Ms. Cain, would either the
Comm ssion staff or the Attorney General be
required to accept the conpany's anal ysis of
a project?

A Not at all. The information the

conpany woul d present to the staff and the
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1 AG s office would support the economc

2 analysis that the conpany has perforned, but
3 it would be up to themto reviewthe

4 information and ask any detailed foll ow up

5 questions that the conpany woul d respond to.
6 And ultimately they would present their

7 review of that information to the Conm ssion
8 wth their recommendati on of approval.

9 Q In closing, Ms. Cain, in your

10 opinion is the proposal as set forth in the
11 conpany's petition an effective and

12 reasonabl e neans of neeting the goal s that

13 we've been discussing here today?

14 A Yes. This petitionis a-- is a
15 way to all ow Al abama Power Conpany to respond
16 to that custoner interest that we've seen in
17 renewabl e generation in a way that doesn't

18  create any subsi dies across custoners who

19 maybe aren't as interested in renewabl e or
20 certainly don't put the cost priority on it
21 that other custoners do. So it's a snart way
22 forward for Al abama Power in bringing nore

23 renewabl e energy options to our custoners.
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MR. McCRARY: Judge Morris, |
bel i eve that conpletes our direct testinony.
We woul d respectfully reserve the right to
recall the witness for redirect as need be.

ALJ MORRI'S: Ckay. Thank you,
M. MCrary.

|"mgoing to start with M. Free
and M. Bentley on behalf of the staff.

MR. FREE: Thank you, Your
Honor .

CROSS- EXAM NATI ON
BY MR FREE:

Q Good norning, Ms. Cain, thank
you for being here today. W appreciate your
testinony. W have several questions to
foll owup wth concerning the conpany's
petition and your testinony.

And we'll start with the basis
for the actual filing. You stated earlier, |
believe, that it's not expected -- the
projects that you would file under this
authority, it's not expected to have a huge

capacity benefit. And so -- is that
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correct --
A Yes.
Q -- first of all?
A That's true.
Q So the authority that Al abana

Power is requesting is not based on a need
for additional capacity or sone reliability
need but rather is driven by custoner

requests, preferences of that nature; is that

correct?
A. That's correct.
Q (kay. Speaking to the broad

authority of the request, is Al abama Power
aware of any regul atory approval s el sewhere
in the country that involve renewabl e
energy -- renewable certificate authority
simlar to what the conpany has requested
here which focuses on an aggregate negawatt
hours or the 500 negawatts rather than
proj ect-specific approval s?

A Yes. One exanple references the
exanple that | used with M. MCrary of the

500 negawatts of wind energy in lowa. Those
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two projects with Google and Facebook were
actually the result of a bigger block of
generation that M dAnmeri can Energy had
secured wth their authority of, actually, up
to 1000 negawatts of unidentified w nd
projects that were intended to serve as --

as, at least in sone part, an economc

devel opnent action for the state.

Anot her good exanple is in
Georgia. There have been a couple of sort of
bl ock approvals, if you will, of unidentified
sol ar projects that the conpany has
transact ed on.

Q Thank you.

Let's tal k about the certificate
paraneters just for a mnute. In this
petition Al abama Power is requesting
certificate authority to construct, acquire,
or purchase renewabl e energy and
environnental |y specialized generating
resources. Can you please clarify the types
of resources that would qualify as renewabl e

or environnentally specialized?
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A Yeah. Renewabl e resources are
actual ly defined under Al abama Code, so | may
not get all of them but it refers to w nd,
sol ar, hydroel ectric, geothermal, bionmass.
Those are renewabl e energy per the Al abana
Code. | think there are applications of
tidal currents. | may not have listed all of
them but those are the nmainstream

The environnental |y specialized
basically refers to resources where
they are recycling in nature. So |andfill
gas or conbi ned heat and power applications
where you harness the waste heat from naybe
an industrial process and then use that waste
to -- heat to create actual electricity
producti on.

Q Ckay. So in the context of
Al abama Power's proposed certificate
authority what is the conpany's position
concerning battery power installations and
how -- or if such installations nmay be
enpl oyed as part of a renewabl e and/ or

environnental |y speci alized generating
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di scharges electricity. So it's really one
of those otherthings that may go along with a
power production facility. So to the extent
that certain projects may conbine with a
battery, that would sort of be a part of the
project, but batteries thenselves wouldn't be
a generator. So they wouldn't fall under
that --

Q So it's your testinony that the
battery would not qualify on a stand-al one
basi s but m ght could be grouped with other

renewabl e projects to nake a conpl ete

proj ect?
A Potentially --
Q Potential ly?
A -- that could be a use.
Q In its petition also Al abama

Power is proposing that no single project
shoul d exceed an installed capacity of 80

megawatts. |s the conpany proposing a
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m ni nrum si ze for any project to qualify under
the proposed certificate authority?

A There wouldn't be a limtation
on the m ni nrum anount of negawatts. Each
project would just be required to provide
positive econom c val ue.

Q Ckay. And also in the petition,
as you stated earlier, Al abama Power is
proposing certificate authority for up to 500
nmegawatts, a small scal e renewabl e and
environnental |y speci alized generating
resources over a six-year period. |[|s the
conpany proposing a nmaxi rum anount that can
be subm tted and approved for any given year?

A. No. Just the six-year windowis
the only timng constraint.

Q So you coul d have 400 approved
I n one year and 100 in another or vice versa,
a variety of approval s?

A That's correct. So long as the
projects nmeet that econonic benefit criteria,
It would be in the best interest of custoners

for the conpany to transact on them
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Q And having that flexibility
woul d be a good thing?

A That's correct.

Q Does the certificate authority
t hat you've requested here restrict the type
of custoner that m ght be involved in a
proj ect?

A The petition would not limt the
type of custoner; however, the conpany thus
far has seen interest fromthe |larger scale
custonmers in order to nake those project
econom cs wor K.

Q Yes. Thank you.

Moving to the self-build
acqui sition or purchase power decisions, how
woul d the conpany determ ne whether to pursue
a project as a self-build option or a power
purchase agreenent? You nay have touched on
this earlier, but can you explain that
further?

A Yeah. As | nentioned first,
when a custoner interest is brought to the

conpany, we would need to understand any
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siting restrictions or timng limtations or
paraneters that -- that fromthat custoner's
standpoint would restrict or limt the type
of application able to be used. So that
could set the stage for whether there was a
self-build or a PPA type project.

To the extent that there weren't
any limtations that drove the conpany in one
direction or another, then all options would
be considered and determ ne which option best
fits that need and is in the best interest of
al | custoners.

Q Whi ch option best fits that
need. Wien all the options are avail abl e and

they're on the table, how would that decision

be nmade?
A. I n general the | owest cost
opti on.
Q Ri ght .
A But there can be reason -- you

know, credit quality or any reliability risks
or things of that nature where, you know, all

t hi ngs being equal, you would go with the --
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Q The econoni ¢ deci si on?

A -- you would go wth the
econom c decision. But |I'mhesitant to say
we would always go with the |lowest price if
there were -- you know, if there were sone
counter-party risks associated with those.

Q Exactly. Everything has to be
eval uated at the sane tinme?

A Exactly.

Q Ckay. So how wi Il the conpany
know t hat the costs of a plan project are
reasonably consistent with market-rel ated
alternatives that mght be viable for that
particul ar application?

A. The conpany woul d have a gauge
on the market, if you wll. That nmay cone
fromunsolicited offers if we've got a true
gauge of the market, because there are a
nunber of unsolicited offers on the table,
and, you know, if they are obviously set in
the range, they're not skewed one direction
or another, then it's reasonable to assune

that that's a good representati on of the
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1 market. To the extent that the conpany

2 doesn't have good market data, that

3 information could be attained through an RFP
4 or other market indications.

S Q The next couple of questions are
6 related to intermttent resources. Are there
7 uni que chal |l enges, you know, associated wth
8 sone of these renewabl e-generating facilities
9 that are intermttent in their output of

10 generation? Are there challenges there for
11 the conpany to integrate these type of

12 resources into a systenf

13 A. Yes. You know, renewable

14  intermttent resources, solar and w nd

15 basically, are newer applications, and across
16 the industry experts are still trying to

17 understand exactly what that neans for

18 operating a system So to the extent that

19 there are | arge nmagni tudes of renewabl e

20 intermttent energy added to a systemthere
21 are certainly inplications there. And to the
22 extent that those can be quantified and

23  attributable to a specific project, these
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woul d be included in that ultimte
aggregating of the total cost.

To the extent that maybe sone
smal|l project is insignificant in that
regard, then there would be no -- there would
be no significant chall enge associated with
that intermttency.

Q So to summarize, there may or
may not be costs associated with integrating
intermttent resources?

A There are essentially costs
associated with integrating intermttent
resources to sone extent. The threshold is
really still under evaluation. At what point
does that cost becone material and
gquanti fi abl e?

Q And to the extent you can
identify those and they are material, they
woul d certainly be included in the project
eval uati on?

A That's correct.

Q Does Al abama Power anti ci pate

t hat each project submtted under the
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requested authority will be located in the
conpany's service territory? And | guess |
ask that question because it was contenpl ated
that the projects would have a cl ose nexus

wi th Al abama Power custoners. And so |'m
asking the question as if anticipated that

t hey would be | ocated within your service
territory, the projects that are submtted
under this proposed authority.

A. Many of themmay be. That's a
great question in that in response to
specific custoners, they nay want generation
on their site or very close to their
operations or in the state of Al abama so that
they can see it and feel it and know t hat
it's there, but the petition itself wouldn't
limt projects to only being located in the
state of Al abama.

Q So you don't want to preclude
projects such as PPA projects | ocated outside
of your service territory; you would like to
retain the flexibility to enter into PPAs; is

that correct, for those type situations?
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1 A Yeah. To the extent that it

2 neets the needs of that custoner and neets

3 their interest in renewable generation and

4 passes the qualifying test of applying under
S this certificate authority --

6 Q Ri ght .

7 A. -- then it would put downward

8 pressure on rates and produce positive val ue
9 for custoners, and, therefore, it would be in
10 their best interest, so there's no need for a
11 Jimtation in the conpany's opinion.

12 Q s it correct that if it was an
13 out-of-state project or even a project just
14 outside your territory that it would

15  necessarily involve one or nore transm ssion
16 agreenent -- service agreenents to get the
17 power to your service territory?

18 A. To the extent that any projects
19  brought forth under this authority were not
20 Jocated within our transm ssion territory,

21 the contract protections would be in place
22 such that that energy would be delivered to

23 the conpany's -- to the conpany's network and
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avoid any transm ssion risks being placed on
t he conpany, on our custoners.

Q Through the terns of the
contracts?

A Ri ght .

Q But they probably would becone
part of the total cost of the project for the
party -- the third party you're contracting
Wt h?

A That's correct. That woul d be
up to that counter party to price in their
cost recovery for actually getting the energy
to our network.

Q Generally speaking, are -- and
you touched on this a little bit in your
earlier testinony, but generally speaking,
are interconnection facilities between the
generator and the grid, are they generally
consi dered part of the transm ssion systen?

A Yes. The Al abama | aw that |
referred to actually defines transm ssion as
anyt hi ng over, | believe, 35,000 volts, 35

kV. So interconnection facilities are at
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that | evel or above and connect to our
system therefore, they're -- they are a part
of --

Q Technically -- yeah.

Technically considered transm ssion
facilities?

A. Ri ght. Right.

Q s it the conpany's view that a
wai ver of its right under the law to own,
construct, and operate and to maintain
| nterconnection facilities will be in the
best interest of custoners?

A. A waiver would -- for these
types of interconnection facilities where
it's basically acting |ike an extension cord
to the system certain applications may be
nore inpactful to the reliability of our grid
than others. So to the extent on a
proj ect - by- proj ect basis the conpany
determnes that it's in the best interest of
custoners for the conpany to have the right
to own that facility versus waiving that

right and allowing the third party to own it
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woul d need to be explored for each project.
So in cases where it nmakes nore sense for the
third party to own it the conpany woul d
request a waiver for that right of ownership.

Q Ckay. So it's, | guess, a fair
statenent that the conpany -- they seek
wai vers, but they may not apply in all
situations?

A That's correct. The conpany
woul d choose the option that nakes the nost
sense for custoners and is in their best
| nt erest.

Q You talked a little bit earlier
i n your testinony wwth M. MOCrary about the
proj ected avoi ded cost cal cul ati ons?

A. Uh- huh.

Q Can you explain the process the
conpany goes through to calculate its
proj ected avoi ded costs?

A The energy projected avoi ded
costs are based on a conpl ex process that
actually calcul ates the hourly dispatch price

of the systemin each hour of the year. |It's
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8, 760 hours worth of data for each year of
the analysis. That projects that marginal
unit, the last unit in the dispatch stack
that is set in the margin. It's nade up

of -- it's a sinulation engine that basically
mmcs realtime operations. So it has data
associated with fuel price, heat rates, unit
characteristics, maintenance outages, things
of those nature, |oad projections to devel op
and create that nmargi nal dispatch price in an
hour .

On the avoi ded capacity side of
the equation the capacity costs on -- the
capacity costs rate that would be avoided is
based on market analysis. And as |
nmenti oned, since the conpany is in a position
that it has enough capacity to reliability
neet its needs until 2030, that anount is
very small in the near termyears and is nuch
| ess significant than the energy conponent.

Q So fuel prices are a part of
t hat cal cul ati on?

A. That's correct.
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Q If we pulled out a couple of
t hose, such as your projection of coal prices
or projection of natural gas prices, can you
tell us alittle bit nore detail on how you
woul d pursue those estinmates and arrive at
t hose estimates?

A. Yeah. So for the fuel price
conponent -- those are all fuels, so the
conpany utilizes a third-party vendor to run
what's call ed macroecononi ¢ nodels where it
takes into account the GDP and what's goi ng
on in the econony and the interface of how
those -- how a projected gas price in the
future woul d i npact that econony, so it has
t hat feedback we've taken into account. So
t hose fuel prices are natural gas. And it's
basically estimated at the Henry Hub in
Loui siana and is -- is utilized, you know,
for many applications. There's not a |ot of
variability in that commodity in terns of its
heat content and its quality, wherein on coal
pricing and coal forecasting, those can vary

drastically fromone type of coal to another.
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So those are quantified at each basin, each
m ne now. And then the conpany takes that
third-party information and uses their
expertise to calculate and quantify the
transportati on adder on each of those fuels.
So from each basin to each plant that burns
that type of fuel -- and fromthat Henry Hub
they use a pipeline basin adder to cal cul ate
the transm ssion -- transportation cost that
ultimately result in a delivered-fuel
forecast for each and every pl ant.

Q So the energy budget is broken
down into a short-termprojection and a
| ong-term projection, and these fuel prices
fall into both of those categories. The
third-party consultant that you use, can you
tell who that is, or is that confidential?

A. The -- much of their work is
confidential, but the nane itself, the vendor
is called Charles R vers Associ at es.

Q And they are highly respected in
the industry for putting together these type

of anal yses?
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1 A Absolutely. They're well known

2 in the industry and have been working wth us
3 for years.

4 Q Has the cal cul ati on process that
5 you just described, projecting avoi ded costs,
6 has that been devel oped specifically for the
7 purpose of evaluating projects under the

8 proposed certificate filing?

9 A No, not at all. That's a good

10 question. This avoided cost process, this

11 conplex simulation nodel, is the result of

12 nponths worth of work across nunerous

13 departnents and a | ot of analysis, analysts
14 and engineers. And that process has been in
15 place for years and years. |It's the neans by
16 whi ch we eval uate nunerous busi ness deci sions
17 in terns of fuel budget or, you know,

18 procurenent and generation decisions, all

19  aspects of business operations in which, you
20 know, the price of electricity is concerned.
21 So it's -- it's a process that's well

22 established and has been utilized by the

23 conpany for decades.
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Q Thank you.
| believe in the -- your
testinony and also in the petition we've
menti oned that Al abama Power will conpare the
cost of each project to the conpany's
expect ed avoi ded costs, plus other

project-specific benefits to determ ne the

val ue of each project. |In this conparison
what will be included as part of the project
costs?

A The project costs thensel ves

wi Il depend on what the application is. So
for a self-build project that would include
all of the projected revenue requirenents
associated with the installation and ongoi ng
operation of that facility.

For a PPA application that woul d
I nclude all of the projected contract
paynents under that PPA. So any energy
paynents or fees or &M streans that are
ascri bed under that contract would be
eval uated and considered in the total cost,

as well as any other quantifiable cost
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paraneters, such as the intermttency that we
di scussed previously. To the extent that

addi tional costs to the conpany are

i dentified associated wth that particul ar
project, those costs would be included as
wel | .

Q If it's under a PPA arrangenent,
Is it anticipated that the cost streans that
are part of that contract will be hardw red
into the contract, or will there be any
guesses on escal ation rates and things of
that nature?

A The specific terns of a contract
are negotiated on a case-by-case basis. They
wi || depend greatly on the different counter
parties and the types of generation that
we' re di scussing. Sone providers may be
wlling to lock in arate and to just charge
an energy paynent for the entire stream
Sone may have an O8M stream as | nenti oned.
It could depend whether it was an
intermttent resource or if it was

environnental ly specialized or biomass. So
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1 it would be negotiated on a case-by-case

2  pbasis. But in all aspects the conpany

3 strives to negotiate the | owest price and

4 |east risk as possible,

S Q Ckay. In the conplete equation
6 to do this there's the block for other

7 project-specific benefits. So under that

8 falls custoner |oads, you know, retaining

9 those | oads, retaining expansions or | osing
10 ] oads. So how would the conpany quantify the
11 value of retaining or grow ng custoner | oad
12 for that part of the eval uation?

13 A Wl |, retaining and grow ng | oad
14 helps contribute to fixed costs of the

15 conpany where we've incurred, in our

16 |l ong-term business -- invested in |arge

17 assets |like generation and transm ssion and
18 distribution facilities. So to the extent

19 that that load is retained or we grow

20 additional load, it helps contribute to those
21 fixed costs. As long as the narginal

22 increnental cost of serving that new | oad or

23  continuing to serve the |oad that exists
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today that may be at risk, as long as that
cost is smaller than the additional revenues
t hat the conpany woul d recei ve from keepi ng
or growing that |oad, then it hel ps
contribute to those fixed costs and,
therefore, puts downward pressure on rates.
You kind of think of it as cost in the
nunmer at or and energy sales in the

denom nator. So any project that raises the

denom nator by nore than it raises the

nunmerator, then that rate would -- woul d
decr ease.

Q Earlier y'all were discussing in
your earlier testinony the -- sone of the

data that would be provided to the staff in
support of your filings under this requested
authority. In the past we've kind of
referred to those as mninumfiling
requirenents in certain cases. Can you

el aborate on, at this point, you know, what
you would plan to include in the m ni mum
filing requirenments for projects submtted

under this petition?
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A In general, it would be all of
the informati on that went into that
cal cul ation, the total cost and total
benefits. So those would, at the |east, be
broken down in terns of what's going into
that fixed cost or the total cost of the
project. So if it were revenue requirenents
on the actual installation of a self-build or
projected contract paynents under a PPA,
t hose details would be broken down in that
cal cul ati on, .

Now, on the benefit side there
woul d be the avoi ded costs benefits, as well
as the other quantifiable benefits, and then
any of the major assunptions supporting that
i nformation. The fuel forecast is one of
t hose mmj or assunptions that you brought up.
So supporting docunentation behind the
conpany's fuel forecast that went into that
anal ysis woul d be provided along with those
det ai | s.

The ot her benefits that we've

di scussed, that will necessarily have a | ot
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of assunptions and docunentation behind it to
denonstrate that those are prudent,
reasonabl e assunpti ons associated with that
| oad benefit.

Q And together with that you woul d
be able to provide the source of the
| nformati on provided?

A That's correct.

Q Just a coupl e nore questions.

Currently Al abama Power has a

renewabl e energy credit programthat provides
custoners the opportunity to participate in
t he purchase of renewable energy. Wth this
programin place why does the
conpany need an additional renewable offering
such as the requested 500-negawatts
certificate authority?

A. We do have a program under rate
OPS. We will sell renewabl e energy
certificates to any custoner who signs up for
them That is a cost effective way of
custoners procuring renewable energy on their

behal f. However, sone custonmers want nore
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|

than that. They don't -- they don't view the
2 REC market as tangible, if you wll. They

3  may prefer having an actual, you know, hard
4  physical asset on the ground that they can

5 point to and say, you know, | caused that to
6 be built, where the REC programis nore of a
7 tradable comodity market, and so it neets

8 the needs for sonme custoners as a cost

9 effective way to gain access to renewabl e

10 energy, but other custoners want nore

11 options.

12 Q Ckay. So if the requested

13 certificate authority of 500 negawatts is

14 approved, the conpany does plan to continue

15 to offer the REC program is that correct?

16 A Yes, that's correct.

17 MR. FREE: Your Honor, that's
18 all | have at this tine.

19 ALJ MORRIS: GCkay. M. Bentl ey,

20 did you have --
21 MR. BENTLEY: | do have a few
22 foll ow ups.

23 AL MORRI'S:  Okay.
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1 CROSS- EXAM NATI ON
2 BY MR BENTLEY:

3 Q Good norning, M. Cain.
4 A Mor ni ng.
5 Q l'd like to start with a few

6 questions about what you referred to as the
7 primary factor in making this filing, and

8 that was the custoner interest. And you said

9 it was mainly the mlitary interest?
10 A That's right.
11 Q So have representatives from

12 Al abama Power net with any representatives
13 fromthe Departnent of Defense regarding the
14 construction of renewabl e generation

15 facilities at mlitary bases in Al abama?
16 A Yes. The conpany has been in
17 discussions with the mlitary bases in our
18 service territory.

19 Q What bases?

20 A W have -- we serve Anniston
21 Arny Depot, Ft. Rucker, and the

22 Maxwel | -Gunter Air Force Bases.

23 Q And there have been
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conversations already about all three of
t hose bases?

A There have, yes.

Q |s there any -- is there a
witten agreenent that reflects those
conversations or reflect any agreenents that
have occurred between Al abama Power and any

of those bases?

A There's no agreenent in terns of
there's no -- there's been no commtnents
made. | am aware of an MOU bet ween t he

conpany and the mlitary, but ny
understanding is that that's -- that's sort
of an agreenent to have discussions, if you
will. It's pretty customary when entering
I nto conversations with a counter party that
the parties may enter into a nenorandum of
under st andi ng, an MOU.

Q Do you know who the parties to
that MOU are?

A Honestly, | haven't -- | haven't
seen it. | assune that it's Al abama Power

and that mlitary base.
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Q Could we get a copy of that MOU?

A The agreenent is between the
conpany and the custoner, so | don't think it
was entered wwth the intent to be shared, but
| would -- | would ask ny | egal counsel.

MR. McCRARY: Your Honor, we're
not in a position right now to say whether it
can or can't be. So if that's inportant, we
can pursue that, but we're not in a position
right now to indicate whether we can or can't
share the MOU.

ALJ MORRIS: GOkay. W'll have
that as a potential followup item You can
get back with us once you've had an
opportunity to research that.

MR. McCRARY: Yes, sir. Thank
you.

ALJ MORRI S: Thank you.

Q (BY MR BENTLEY) And earlier
you nentioned several federal requirenents or
federal mandates related to renewabl e energy
that apply to the DoD and ot her federal

agencies. You nentioned the National Defense
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Aut hori zati on Act, executive orders,
particularly the one that was -- the recent

one in March of this year. And in your

opi nion would granting the certificate assi st

the DoD in neeting these goals and
requi renents in Al abama?

A. It wwll. 1t would be able to
neet that nmandate in a tinely manner for
t hose bases, which wll help better situate
themin our state to remain viable and
operating in the future.

Q Wul d they neet these
requi rements by receiving the RECs? |[|s that
one way to neet the requirenents?

A Yes.

Q In that March executive order of
the things that was nentioned was naki ng
federal facilities nore resilient and energy
security. Do you anticipate that any of
t hese projects would contribute to nmaking
mlitary bases in Al abama nore resilient or
to energy security -- inproving energy

security?
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A Al abama Power is responding to
that custoner's request of adding the
renewabl e generation to their site. Having
energy there at the base would -- it
certainly takes, you know, part of the
delivery out of the equation. Solar, if that
Is the path forward for the mlitary -- and
across the Sout heast that has been the type
of renewable installation that the mlitary
bases have chosen -- is intermttent in
nature as we've discussed. So the energy
woul d only be as secure as the sun shines.

Q Do you anticipate that part of
the deal or part of the agreenent woul d be
that the mlitary installation could have
excl usi ve use of that generation facility?

A The facility would be
I nterconnected to our system under nornmal --
under our standard interconnection processes.
So currently it would not be treated
differently than any other conpany-owned
asset, to ny know edge.

Q I n the Al abanma Power petition
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there was indication of the possibility of
anot her round of base cl osures or the base
real i gnnent and closures with the BRAC
process. I n your opinion how would this
proposal affect the BRAC process in A abam?

A. We believe that it hel ps nake
t hose bases in our territory nore viable.
There's mandate. And many of the mlitary
I nstall ati ons across the country are worKking
to neet that mandate. So particularly in the
Sout heast, when you | ook around at the other
states in the Sout heast who have secured sone
anmount of renewabl e generation, it's
reasonabl e to assune that those bases would
be | ooked upon nore favorably in BRAC t han
bases that have not net the mandate.
Therefore, Al abama Power nust strive to do
anyt hi ng reasonably practical and to the
benefit of all custoners to use whatever
means possible to hel p preserve those bases'
viability.

Q Ckay. Like | say, | was asking

that Iine of questions because you did list a
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primary factor in the --
A That's correct.
Q -- mlitary interest.

Now, skipping to what you refer
to as the secondary factor for this filing,
and this is potential to assist in neeting
t he environnent conpliance. And you al so
reference the Cl ean Power Plan, which we all
know is a -- canme out just |ast week. So |
have a few questions about that, and | don't
expect you to know the details of that | ong
docunent. There was di scussion about PPAs
and di scussi on about PPAs with generating
source outside of Alabama. Can you speak to
whet her that having a generation -- a PPA
with a generation source outside of Al abama
woul d contribute to Al abama's conpliance with
the Cl ean Power Pl an conpared to having a
generation on-site in Al abama?

A My very brief understanding --
and this is very brief -- is that the EPA in
their final rule did potentially allow sone

formof credit of that nature for

Freedom Court Reporting 877-373-3660



Alabama Power Co. #32382

79

|

10

11

12

13

14

15

16

17

18

19

20

21

22

23

out -of -state resources, but | would caveat

that with those details are still very fuzzy,
and it's still up to the state inplenentation
pl an.

To the extent that the conpany
across this six-year period that that -- that
t hose guidelines and requirenents in that
state plan take shape, the conpany would only
be quantifying those renewable -- or those
envi ronnment al conpliance benefits to the
extent that they were known and able to be
evaluated. So in the current state the
conpany's econom ¢ anal ysis would not be able
to quantify that econom c conpliance val ue
until there's a little nore clarity around
how t hat conpliance woul d work.

It woul d, however, regardl ess of
the in state versus out of state, to the
extent that that renewabl e energy offsets
sone ot her generation, even from an
out-of -state perspective, it could |ower the
generation actually com ng out of our current

resour ces.

Freedom Court Reporting

877-373-3660



80

Alabama Power Co. #32382
Q And | believe there was also a
new portion of the -- that was in the file on

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Cl ean Power Plan that wasn't in the cl ose
version that rewards quicker or faster
conpliance of sone of the renewabl e energy
goals. Wuld the projects contenplated in
this filing contribute to hel pi ng Al abama or
| mprove conpliance by having renewabl e faster
than anything required by the C ean Power
Plan? | know that was an awful question. |f
you do it -- the C ean Power Plan now says
you can be rewarded for having renewabl e
generation faster. Do you anticipate that
this filing will help Al abama have renewabl e
generation faster?

A This filing will definitely help
Al abama Power to nove quickly toward neeting
custonmer needs and, again, transacting on
that federal tax credit that is drastically
reduced at the end of 2016. Any additi onal
benefits associated with the C ean Power Pl an
conpliance, to the extent that the final

| npl enentation at the state | evel of that
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1 rule passes along those benefits, then

2 there's potential that it could -- that being
3 an early nover could be helpful, but we'll

4 have to see how that shakes out.

5 MR. BENTLEY: That's all | have

6  for now.

7 ALJ MORRIS: We'Ill nove next to

8 M. Martin on behalf of the Attorney CGeneral.
9 CROSS- EXAM NATI ON

10 BY M5. MARTI N:

11 Q | have a few questions just

12 based on your prior testinony. You nentioned
13 that Georgia and |owa had done -- you

14 nmentioned -- just going back to sone of your
15 prior testinony you nentioned that Georgia

16 and | owa had devel oped a procedure simlar to
17 the one you're requesting here. \What about
18 the state of Florida? How are they handling
19  these projects?

20 A Those two exanpl es cane to m nd.
21| wouldn't say that we've done an exhaustive
22 search in all jurisdictions, so |I'mnot aware

23 of something simlar in Florida. That
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doesn't nean there's not one. W just
haven't conme across it.

Q But they are addi ng these
custoner-specific projects, simlar to ones
that you're asking for, but they're not
asking for the sane type of process that
you're requesting. Are you aware of any
projects in Florida?

A |"maware of their mlitary
bases. They have -- | believe that they're

Air Force bases. They've done two projects,

and they -- they had known projects that were

requested for certification. That's ny --
that's ny understanding of it.

Q Vel l, you nentioned Florida, so
-- but didn't include themin this type --

A That's right.

Q -- of process, so | was curious
as to how they were handling it.

Just for conparison purposes,

woul d you tell us the total nunber of
megawatts that Al abama Power has in its

syst enf?

Freedom Court Reporting

877-373-3660



83

Alabama Power Co. #32382
A | want to say about 12, 000.
Q And when you're doi ng a project

10

11

12

13

14

15

16

17

18

19

20

21

22

23

of this kind, what is the construction tine
frame that you have? How Ilong does it take
to build a project?

A The actual construction of the
project, I'"mactually not sure, because there
are so many processes on the front end. So |
mentioned we need to nove quickly for the tax
credits. And basically every day wasted is a
day that a new project may or may not be able
to neet that tax credit. It depends on how
quickly all of the other approvals that go
along with a project can be inplenented, the
agreenents worked out with the vendors, the
| nt erconnecti on agreenents, the permtting
requi renents froman environnment al
perspective. So it would be difficult to say
an exact tineline, but probably sonewhere in

the twelve- to eighteen-nonth range.

Q So if you're |ooking at a two
t housand - -
A |"msorry. Mybe eight- to
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|

ei ght een-nont h range.
2 Q So if you're looking at a 2016

3 deadline, you don't have any extra days, do

4 you?

S A W will -- for projects to neet

6 that 2016 tineline we wll be needing to nove
7 quickly.

8 Q So if you're going to try to

9 neet that deadline and it's going to take you
10 approximately eighteen nonths to get all of

11 the agreenents and contracts and suppliers

12 and things together, you have already

13 identified projects that would i nmedi ately go
14 into -- you would begin i medi ately worki ng
15 on this once approval is granted?

16 A That's correct.

17 Q And so how many of those

18 projects do you have that are known today?

19 A Wll, | wouldn't say any

20 projects are known with any certainty. |

21 nmentioned with M. Bentley's |ine of

22 questions that the mlitary has been in

23 di scussions with Al abama Power. So there's
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1 nothing firmand known about those projects,
2  pbut it's anticipated that they would -- that
3  they would probably be the first projects out
4 of the gate.

S Q And how nmany nmegawatts woul d

6 those projects be?

7 A. That's uncertain at this tine.

8 Q |s there a range that could be
9 contenpl at ed?

10 A | would say | ess than 15

11 megawatts.

12 Q And we're tal ki ng about three

13 bases, three mlitary bases?

14 A Three bases in total. Actually,
15 Maxwel | and Gunter Air Force Base are two

16 bases, but we would be | ooking nore at the
17 Maxwel | side.

18 Q And have you had any requests

19  from any ot her federal agencies?

20 A W have had sone interest from
21 sone other federal agencies. And, again,

22 that's in conjunction with that executive

23 or der.

Freedom Court Reporting 877-373-3660



Alabama Power Co. #32382 86

1 Q And coul d you give us a nunber

2 of how many?

3 A | don't have a nunber, but we do
4 serve a nunber of federal agency buil dings,
5 VA hospitals, the Social Security

6 Adm nistration, areas of those nature. All

7 federal agencies are affected by the

8 executive order | nentioned.

9 Q Have you had any interest from
10 suppliers of federal agencies?

11 A In the private sector we have

12 seen interest froma nunber of parties. To
13 nmy knowl edge they haven't specifically cited,
14 you know, the executive order itself. Sone
15 of themare conpanies, as | nentioned, that
16 fall into that category of wanting renewabl e
17 options |ike the Fortune 500s and the

18 congl onerate of the conpanies that rel ease
19 the corporate -- corporate buyers report.

20 Q Your petition says that to

21 qualify under the petition the project has to
22 have projected economc value to all

23 custoners. And so could you talk alittle
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1 bit nore about that? | know you tal ked about
2 avoided costs, but I"'mprimarily interested
3 in how we would -- how rate payers who woul d
4 pbe sure that this would be a positive

5 economc value. And specifically what |I'm

6 interested in is would rate payers under any
7 of these conditions be required to pay for

8 their electricity?

9 A Wel |, under every project the

10 projected econom ¢ savings would have to be
11 there. They are projections, and necessarily
12 in a long-term business, such as the utility
13 investnents require, those forecasts are

14 based on the best information that's

15 available at the tine. So they wll vary

16 necessarily, up and down. So the conpany

17 utilizes these processes that | nentioned to
18 M. Free that have been in place for decades
199  and utilizes expertise fromthird-party

20 vendors and, you know, analytical and

21 econom c -- econonetric information that

22 informthose decisions. So | guess to

23  directly answer your question there's not a

Freedom Court Reporting 877-373-3660



Alabama Power Co. #32382

88

10

11

12

13

14

15

16

17

18

19

20

21

22

23

firmprotection that those forecasts nay not
vary.

However, the interesting thing
in forecasting and maki ng deci sions off of
the best information available is if projects
denonstrate, based on those cal cul ati ons,
that there would be econom c val ue for
customers, not acting on those decisions, it
woul d be a decision -- it would be a decision
to forego those expected benefits. So every
deci sion that the conpany nakes or doesn't
make i npacts the long-term price of
el ectricity.

Q You nentioned on the processes
that the conpany has to project these
benefits or analyzing prior to the tine of
the project. Do you also have a process in
pl ace to | ook back at a project and see if
t hose positive econom c benefits were
actually incurred?

A We coul d al ways conpare the
avoi ded cost netrics that were used to --

there is an actual avoided cost that is
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docunented for each hour of operation on our
system Those -- those energy avoi ded costs
can be conpared. And sone assunptions can be
made associated with, you know, whether
assunptions cane to fruition or not. There
are others that -- to use a good anal ogy, you
can't unscranble an egg. So sonetines
what ever happened in reality was a result of
numer ous decisions. So you -- there are
certain netrics that nay not be able, you
know, to be quantified against reality
because you don't know exactly which variabl e
| ed to that outcone.

Q Ckay. But ny question really is
-- you said you could do this, but I'm
curi ous whether the conpany does do this when
you do you a project like this where a lot is
unknown, both to you and to us, but is there
a process that is already in place where you
woul d go back and check and have a periodic
check on how projects were going, did they
nmeet your -- sort of an evaluation of a

project, you know, after it was begun and
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started and you had sone experience with it,
was it -- is there a process already in place
for doing that at the conpany?

A. There is on other renewabl e
projects that we have.

Q And what is that process?

A. Once a year we | ook at that
actual realized avoi ded energy costs on the
system and conpare it to the contract
paynents under those renewabl e energy
contracts, PPAs.

Q And there's nore than just the
avoi ded energy costs that goes into a
project. So there are the other factors that
you menti oned?

A Ri ght. Right.

Q So those were not -- are not
eval uated on an annual basis?

A No. They are. Those specific
renewabl e contracts, nanely, quantified the
energy benefits and sone capacity cost
benefits. So those are evaluated on a

hi storical basis and conpared to all the
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costs of that contract. So for the w nd
contracts in Gkl ahoma and Kansas those did
have sone transm ssion paynents. So those
paynents are quantified there in the total
cost analysis. And those paynents and
benefits are conpared historically.

Q Does the Public Service
Comm ssi on have access to those anal yses t hat
you do?

A Yes. Every year we sit down
wth M. Free and the staff and di scuss the
performance of those PPAs.

Q |s that a part of the RSE or the
ECO eval uati on every year, or does that take
place -- it's a particular neeting that you
have, or does it just happen informally every
year ?

A. It does not happen in that RSE
process. It's -- it's been done in February
of each year, and it's in a neeting.

Q So there is atine that that is
done and the Conm ssion staff has that

I nfornmati on?
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1 A That's correct.

2 Q Has there been any study that if
3 you do the 500 negawatts about what

4 generation mght be displaced if the total

5 anmpunt is used?

6 A. W have -- |'msorry. Ask ne

7 that question again.

8 Q Wel |, has Al abama Power done any
9 studies that if they add this 500 negawatts
10 in renewabl e generati on about what ot her

11 generation m ght be displ aced?

12 A Si nce the exact projects under
13 that 500 negawatts are unknown, there's not
14 been sonething to evaluate. It depends on,
15 you know, how these projects take shape and
16 form So as | nentioned, the process of

17 cal cul ating that avoided cost is constantly
18 under devel opnent and takes into account all
19  of the assunptions known at that tine and all
20 of the information that goes into those unit
21 operations and characteristics. But the

22 projects then conpared to those avoi ded costs

23 are unknown at this tine, so to directly
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answer your question, no.

Q kay. | guess one of the
guestions | have is why you want to ask for
this nmuch generation when a ot is unknown to
you and a | ot is unknown to the people here
t oday when you coul d have asked for an
expedi ted process before the Public Service
Comm ssion. And did you consider asking for
an expedi ted process before the Public
Servi ce Conmmi ssion?

A There are a nunber of reasons
that we chose to petition for this requested
authority for up to the 500 negawatts.

Nunber one, as | nentioned, is the custoner
requests and the inquiries that we've had
associated with these specific projects, that
we need to be able to nove quickly. Again,
with the potential eighteen-nonth tineline we
may be behind the eight ball if we don't get
nmovi ng right away and end up nore on the
smal l er end of that eighteen-nonth tineline.
So the efficiency and the speed at which

we're able to accommobdate those requests was
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a major driver.

But it's also costly to go
t hrough an individual certificate process one
project at a tine when we're tal ki ng about
very small-scale projects. So the -- you
know, in general it's the avoi dance of costs
that helps with sort of bundling that package
t oget her as nmuch as the speed and efficiency
that we di scussed.

Anot her reason is the custoner
aspect of these projects. So we're talking
about working specifically wth individual
custoners and their information and their
data and their proprietary business plans
t hat make the nature of the proceedi ng and
t he show ngs around that docunentation highly
confidential. And this authority process
hel ps protect that information and nmake the
projects nore viable to the state of Al abama
rat her than those conpani es taking that
devel opnent el sewhere.

Q So do you believe that a nmjor

driver of this project is conpetition with
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ot her states?

A. To the extent that custoner
interest is in those load growh and | oad
retention applications we would be conpeting
for data centers |i ke Google and shi pping
facilities |like Amazon has built in other
territories. So, yes, | think the better we
can -- we -- Al abama Power can situate the
state of Al abama to conpete with those ot her
jurisdictions, the better off our custoners
and our state wll be.

Q Do you have any concerns about
the Public Service Conm ssion being able to
keep informati on confidential and
proprietary?

A As a regul ator they and yourself
in the petition that we've -- that we've

subm tted necessarily have to see that

information. W are regulated by the Al abana

Publ i c Service Conmm ssion, and we do -- we do

request protections of that confidential and
proprietary information and will seek that

that information renmain confidential.
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Q But have any of your custoners
expressed concerns about this, the
confidentiality of the information?

A. Qur custoners in general aren't
famliar wwth that entire regul atory process,
so it's -- those delays and uncertainties are
sort of unfamliar to them

Q So there haven't been custoner
concerns about that that you know of ?

A They' ve not specifically -- that
| know of. And I'mnot the one who actually
neets with many of those custoners. But that
| know of they've not specifically expressed
the concern with sharing with the conm ssi on,
but absolutely they are very protective of
their data and don't expect it to be shared
W th outside parties.

Q You nentioned in your testinony
t hat you woul d expect -- after sharing this
i nformation with our office and with the
Public Service Conm ssion staff, you would
expect the staff to make a recommendati on of

approval to the Comm ssion. And how do you
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anticipate -- what formwoul d that
recommendati on take?

A Qur petition nentions that the
staff would report that information to the
Commi ssion. As far as the conpany is
concerned, that's up to the Comm ssion to
deci de how that reporting would take pl ace.

Q Wul d you consi der that that
woul d be confidential and -- because of the
proprietary nature of the project, or would
it be a public recommendati on?

A The informati on contained in the
docunent ation and the supporting information
woul d be confidential. What the Conmm ssion
chooses to do with the recomendati on woul d
be up to them

Q Do you anticipate there would be
a Conm ssion vote on this issue?

A In the conpany's petition it
didn't specifically require a vote. W feel
that the report of that information to the
Comm ssi on and the Comm ssion would vote to

di sapprove a project, so there would be the
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engagenent there. W feel that that's
sufficient, but, again, the Comm ssion can
choose to operate how they see fit.

Q This is just a question | had.
| sort of finished ny questions. But when
you were talking with -- | think it was
M. Free -- about the interconnection to your
service territory, how you have a contract
t hat woul d specify that people would, I
think, bring the electricity to your service
territory, are those contracts filed at the
Public Service Comm ssion?

A ['m - -

Q The i nterconnection contracts,
woul d they be filed? Did | understand that
correctly?

A The inter -- we had a coupl e of
conversati ons about --

Q If you have -- if you have a

resource that's | ocated outside your

territory --
A. Uh- huh.
Q -- and you said the contract
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woul d provide that they would bring it to
your territory?

A Ri ght .

Q Are those contracts for
transportation --

A Uh- huh.

Q -- or transm ssion or
| nterconnection, are they filed at the Public
Servi ce Comm ssi on?

A. They would be -- the terns of
that contract would be submtted as part of
that -- as part of supporting docunentation
there that would be submtted along with that
approval package, but it would be highly
confidential and protected.

Q But they -- but the PSC staff
woul d have access to that information?

A. That's correct.

M5. MARTIN: | have no further
guesti ons.

ALJ MORRI'S: Thank you,
Ms. Martin.

Al right. W're going to nove
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next to M. MLenore.

MR. McLEMORE: Thank you, Judge,
Conmmi ssi on.

CROSS- EXAM NATI ON
BY MR M LEMORE:

Q Good norning, M. Cain.
A. Good nor ni ng.
Q "' m Jinmmy MLenore. | represent

the Al abama | ndustrial Energy Consuners.

"Il try not to tread
on Ms. Martin's questions, but | want to go
into the review process a little bit. You're
famliar wth the fact that the Al abama Power
Conpany has previously approached the Al abama
Public Service Comm ssion for approval of a
bl ock of authority of 25 negawatts for
renewabl e energy PPAs about five years ago in
what we've called the Westervelt Project.

Are you famliar with that?

A I"'mfamliar with it.

Q General l y?

A Unh- huh, generally.

Q Ckay. It's simlar to this
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proceeding in the sense that in that petition
t he conpany was | ooking to get pre-approval

or authority for a block of authority for
which it would then fill up with |[ater
projects; right?

A. Yes, that's ny understandi ng.

Q And we participated in that,
along with Ms. Martin. And | think we were
breaking the ice on changing the procedure
about how sone projects can be revi enwed
before the Comm ssion. And in that Docket
Nunber 31301 the Conm ssion did order that
t hat procedure was consistent with Al abama
Code Section 37-4-28, but that nonet hel ess,
it was a different -- as it described, a
novel and innovative alternative to the nore
traditional processes, which was caused by,
as the Conm ssion ordered, environnental
concerns, changing federal statutes, and a

new envi ronnent generally in the area of

utility rate making. 1Isn't that correct?
A That's ny understanding --
Q That's your --
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| nstance, conm ng before the Comm ssion today,
the conpany is seeking for the Conm ssion to
approve a bit of a nodified procedure than
traditional processes because of the unique
circunstances that we're facing in the
changi ng federal statutes and the executive
proclamations; isn't that right?

A Primarily it's driven fromthat
custonmer interest, which has sort of
resonated in part fromthe executive orders
and federal directions. There is
envi ronnental conpliance benefit, but that's,
| woul d say, secondary to the custoner
| nt erest.

Q When | say the devel opi ng
concerns, the C ean Power Plan, the concern
about the mlitary installations' stability
in the state of Al abama, those are driving
| nfl uences too?

A | would kind of separate -- |

agree with you, but | would separate the
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mlitary requests fromthe C ean Power
Pl an - -
Q Ri ght .
A. -- in terns of custoner interest

versus environnental conpliance.

Q That's right. Those are
different. | don't nean to |lunp them all
t oget her --

A Ri ght .

Q -- except to say that those are
concerns --

A Yes.

Q -- that, as you've testified and

this petition says, require us to | ook cl oser
to the needs for efficiency, expediency,
custonmers' concerns for a quicker approval of
this process.

A Correct.

Q So the power conpany is seeking,
by this 500 bl ock -- 500-negawatts bl ock of
authority, a specific procedure tailored to
t hese particular circunstances; correct?

A That's right.
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Q That's right. And | say that
because the next tine the power conpany cones
with anot her block of authority I may take a
di fferent position about things. So |
appreciate the concerns that you' ve testified
to, and we appl aud the conpany's going into
this venture at this particular tine, but
that doesn't nean we're always going to be in
t hat situation.

A. | under st and.

Q Let me ask you this, because
this procedure is different than the
Westervelt procedure. And go back to
Ms. Martin's questions a little bit. You say
that as part of this procedure you wll
submt to the Public Service Comm ssion staff
and to the Attorney General, as the
representative of all consuners of
el ectricity, the information -- all of the

I nformation that the conpany submts in

support of the project. |s that correct?
A Correct.
Q Am | clear that the Attorney
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General will be getting all of the sane
information that's being nmade available to
the Public Service Comm ssion staff?

A That's right.

Q Ckay. The staff will then nmake
a recommendation with Ms. Martin's or the
Attorney General's office participation to
the Public Service Comm ssion itself, the
t hree conm ssioners, as to whether to approve

or di sapprove a particul ar requested project;

correct?
A. That's correct.
Q You were a little unclear on

what you anticipate that the Conm ssion may
do with that. You suggested they can decide
to do with it what they want. But the
petition itself specifically contenplates
that the Conmi ssion is going to take sone
action because the staff is required to nake
a report to the Comm ssion; correct?

A That's correct. The staff -- in
our petition the conpany feels that -- has

proposed what we feel is an adequate neans
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toward -- toward reaching that approval
process, and the Conm ssion staff and the
Attorney CGeneral would nake the

reconmendation to the Comm ssi on.

Q Ri ght .
A. And t he Conm ssion, absent a
di sapproval vote, the project -- the project

woul d be approved.
ALJ MORRIS: Let's take a little
short break. Let's see if we can get your
m cr ophone fi xed here.
(O f-the-record discussion.)

A. So a Commi ssion report would
t ake place, and a vote would be required for
the Conm ssion to di sapprove the project.

Q |'ve got you, but the petition
of the conpany contenpl ates that the report
bei ng nade to the Conmm ssion, that the
Commi ssion will, in fact, deliberate on
whet her or not that project is acceptable to

it. And it may not vote affirmatively to

approve it; it certainly has the authority to

vote to disapprove it?

Freedom Court Reporting

877-373-3660



107

Alabama Power Co. #32382
A. That's correct.
Q But even if it doesn't

10

11

12

13

14

15

16

17

18

19

20

21

22

23

di sapprove it, your understanding is that the
Comm ssion wll have reviewed it, deliberated
it, and nmake a determ nation whether it's
acceptable or not?
A. That's the contenpl ati on under

our request.

MR. MLEMORE: That's all |
have.

ALJ MORRI'S: Thank you,
M. MLenore.

|"msorry. Let's nove ahead.
|"mjust at this point going down the list in
order of intervention. So next on the |ist
woul d be M. Cagle on behalf of JobKeepers.
And if you would, M. MLenore, if you could
pass that m crophone back to the table behind
you.

MR. McCRARY: Your Honor, excuse
me. |'msorry. The witness has been on the
stand now for --

ALJ MORRIS: Wuld you like to
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t ake a break?

MR. McCRARY: Well, | know I
woul d, and |' m guessing that she m ght.

ALJ MORRI'S: Let's take about a
ten-m nute recess.

MR. McCRARY: Thank you, Your

Honor .
(Brief recess.)
ALJ MORRI'S: Ckay. Let's go
back on the record. | believe next up is

M. Cagle on behalf of JobKeepers Alliance.
CROSS- EXAM NATI ON
BY MR CAGL.E:

Q My only question, briefly, is
related to the econom c devel opnent aspect of
this filing. You ve stated that the purpose
of this is -- one of the benefits of this is
to support econoni c devel opnent and
i ndustrial recruitnent; is that correct?

A Right. The primary driver for
the petition is the custoner interest in
renewabl es. And the econom c eval uation

considers the electricity price inpacts of
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that potential load growth or retention anong
ot her things, which, as we quantified in our
econom c evaluation, it's about electricity
price, but certainly any |load additions to
the state likely will cone with jobs and
boost to the econony for the state of

Al abama, which is a good thing for custoners.

Q Wel |, as you know, any
| ndustrial recruitnent effort is highly
conpetitive and confidential. You know, its
projects generally are not discussed, you
know, under an agreenent until they're
executed and made public. Under the type of
process that Ms. Martin was aski ng about, an
expedi ted process or sone process other than
what this filing contenpl ates, woul d that
require a public notice and new docket to be
created?

A It's difficult to say exactly
what that process would look like. W really
can only tal k about what we're petitioning
here today. And the conpany feels that what

we' ve requested protects the interest of
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t hose custoners and custoners as a whole to
the extent that it facilitates these projects
bei ng conpl eted, which would by definition be
good for all custoners.

Q Under any, | guess, theoretical
process other than what's contenpl ated, could
you -- would listing any -- even if the
conpany nane that's involved is redacted,
| ocation, capacity, could that hurt Al abama's
i ndustrial recruitnment efforts as far as if
we were conpeting with M ssissippi and | knew
Al abama -- you know, |I'm an econonic
devel oper in M ssissippi and knew t hat
Al abama was conpeting for a project, even
di scl osi ng what kind of capacity -- if they
were able to figure out that this is rel ated
to that?

A. The predi canent there is that
even with a redacted filing, so nmuch
i nformation would be redacted in order to
preserve the proprietary nature around all
the data that if there are any hints in there

of being able to infer that business, there
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are people who for aliving try to glean and
gather all of the conpetitive information
intelligence that they can. So to the extent
that everything that would be pertinent to
that conpetitive information is redacted, you
are really left wth nothing.
Q And the process requested by the
certificate that the conpany's requested
all eviates that by producing those filings to
the Comm ssion and to the Attorney General's
representative; correct?
A That's correct.
MR. CAGLE: That's it. Thank
you.
ALJ MORRI'S: Thank you,
M. Cagle.
Movi ng next to M. Johnston.
CROSS- EXAM NATI ON
BY MR JOHNSTON:

Q Hey, Ms. Cain, how are you?
A. Good.
Q Thank you for your testinony.

|'"'m Keith Johnston with the Sout hern
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1  Environnental Law Center, and we're here

2 today representing the Al abanma Environnent al
3 Counci .

4 | just want to followup on sone
5 of those questions about the Wstervelt

6  Project of 25 negawatts of renewables. Are
7 you aware that at the end of that process

8 there was an agreenent anong all the parties
9 involved that there would be a conpetitive

10 bi ddi ng process that would be part of that?
11 A. I"'mfamliar with the

12 Conm ssi on- approved RFP gui del i nes associ at ed
13 with that.

14 Q And so with that be conpetitive
15 bi ddi ng process, do you foresee that being a
16 part of entities' projects here?

17 A To the extent that the conpany

18 utilizes an RFP process to gather that narket
19 information that | discussed wwth M. Free,
20 we woul d reference those RFP gui deli nes.

21 Q And so do you have -- or can you
22 say at this point which projects will be part

23 of the RFP process or sone sort of
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conpetitive bidding process?

A At this point | can't say
specifically which ones, but what | can say
is that to the extent that the conpany
doesn't have enough market information from
maybe these unsolicited offers, then we woul d
certainly procure that market information
t hrough an RFP process.

Q Ckay. |Is there going to be any
sort of public notice as these projects roll
out ?

A There would likely be the
announcenent of a project if we're noving
ground on sonething, in those terns, but just
as | answered M. Cagle, typically if we're
t al ki ng about these econom c devel opnent
projects, those are not announced until, you
know, both parties are ready to go public
with that information.

Q Again, so it would be safe to
say at that point it would sort of be a done
deal before the public found out about these

projects as they rolled out?
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1 A. Yeah, essentially. The
2 announcenent woul d be when there was an
3 agreenent with the conpany.
4 Q | want to talk a little bit
S about the mlitary installations. So it
6 seens like -- because it seens |ike those nay
7 be sone of the first projects that are going
8 to be rolled out potentially. And I just
9 wanted to clarify sonething that | wasn't
10 quite understanding. You said that those
11 projects are going to be the sane projects
12 that you typically do, | guess, in those
13 instances; is that correct? Like is there --
14 as far as they were connected to the grid?
15 A |"msorry. | --
16 Q Let nme rephrase that. That was
17 a conplicated question. Are the projects for
18 the mlitary installations, as nuch as you
19  know now, wll they provide energy to --
20 directly to the mlitary installation?
21 A Under this certificate the
22 generation would be part of Al abama Power's
23

ei ther owned or contracted generation. So it
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woul dn't deliver that specific energy to that
specific custoner. It would all be delivered
to the grid in terns of every -- you know,
any ot her generation project.

Q So it -- that answered ny
gquestion. Thank you. So does that provide
energy security for the mlitary

i nstall ati on?

A It can to the extent that that's
what -- you know, to -- | answered
M. MLenore's question, | think it was,

along these lines in that we are working --
we're in discussions with the mlitary in
order to help them neet the renewabl e aspect
of their mandate. It's the federal
governnent that deened that the renewabl e
energy adds the security to the base. So it
-- to a certain extent electrons flow where
they want to flow You know, if you spil
water on the table, it's going to go wherever
the water wants to go, wherever it's not

bl ocked. So to the extent that that

generation is |located on the base, then those
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el ectrons will -- you know, at |east sone
anopunt of that energy will be there on the
base before it transmts to other areas.
It's not necessarily the conpany's -- the
security aspect of the renewabl e generation
is the mandate fromthe federal governnent.
The conpany is comng at the projects wth
the aspect of working with the custoner to
secure their renewabl e energy needs.

Q And are those facilities going
to be owned or |leased by the mlitary? Are
they going to be owned or | eased by Al abana
Power ? How does that work?

A | nmentioned in ny previous
testinony that on the Arny custoners, the
Arny base custoners, under the General
Services Agreenent there is a constraint that
i n order to execute the agreenent under that
General Services arrangenent, it requires the
utility, the jurisdictional utility to be the
owner and operator of that equipnent. That's
not necessarily the case for every single

base and nor for every custoner under this
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certificate authority. Wenever there's not
a restriction of that nature the conpany wl |
expl ore whichever is in the best interest of
al | custoners.

Q | want to talk a little bit
about -- you had discussed sort of the
general benefits of this renewable petition
and what flows out of it. And | want to talk
sone -- a little bit about sone of the other
benefits that | don't think you nentioned.
And is there a benefit to the conpany having
i ncreased energy diversity, sort of increased
energy portfolio?

A There -- the conpany has
al ways -- at least in ny tenure with Southern
Conpany Services and Al abana Power has been
in favor of diversity, diversity as to the
reliability and cost effectiveness of the
fleet. To the extent that any val ue can be
attributable to that diversity, it's
quantifiable in the formof the economc
eval uation. Wen we | ook at the avoi ded

costs and the fuel price forecast that |
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di scussed with M. Free, if there are any
sensitivities to that fuel forecast, the
changes in the econom cs of the project and
how it inpacts overall price of electricity,
that's where that value is sort of
quanti fi ed.

Q So you do have those -- you do
have those benefits that you can quantify in
certain instances?

A In the formof sensitivities
associ ated wth the anal ysis.

Q One other thing that M. Free
touched on during his cross-exam nati on was
the intermttency of the power and the
probl ens that presents with solar power in
this instance. Let's just take that for
exanple. Are there other benefits that may
offset that in some ways? For instance, if
the sun is shining and it's nost intense --

(Brief interruption.)

Q So basically the other benefits

that are associated with sone of these

renewabl e sources such as sol ar ware, nmaybe
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at the tine of generation in the hottest part
of the day solar nmay be working the hardest,
are there benefits there?

A. Yes. Those are quantifi ed,
sonewhat in terns of that avoi ded energy cost
calculation. To the extent that the expected
profile of the generation output fromthat
solar facility occurs during that peak part
of the day, well, that's when generally
prices of electricity are the highest, that
margi nal price that it displaces. So it
recei ves benefit there fromthe energy --
avoi ded energy cost eval uati on.

As well as | did nention
capacity costs, avoided capacity costs.
Since we're in a period where the conpany has
enough capacity to reliably neet its demand,
t hat capacity conponent is small through that
2030 tinme franme, but there is sone val ue
there. And | also nentioned intermttency
reduces that value, but, again, there is
still sone value there. So how the conpany

determ nes that avoi ded capacity cost val ue
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Is sort of a problematic approach to what are
t he chances that when we need the reliable
out put that the sun is shining and that
generator is producing. And, therefore, an
equi val ent capacity is calculated, and that's
where sone snmall capacity conponent is

I ntroduced into the m X.

Q But that would go into your --

A Yes.

Q -- avoi ded costs, those sorts of
-- and is there -- | guess this added

diversity, as I'mframng it, to your
portfolio, does that -- is there a benefit
there for custoner choice just generally?

A. The -- well, that's one reason
we're here today, is that we're trying to
respond to custoner interest in the renewabl e
generation, but the policy of our conpany and
this Comm ssion is to offer those renewabl e
resources to custoners who want them w t hout
bei ng subsi di zed from custonmers who are not
wlling to place that priority or that

prem um on those resources. So this petition
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1 does just that. It allows those custoners

2 who want to choose renewabl e energy to conmmt
3 to that resource in a manner that doesn't

4 cause subsidization to other custoners; it

S5 Dbenefits everyone.

6 Q And are you going to | ook at the
7 avoi ded costs of these projects and nake sure
8 they cone in below -- the avoided costs woul d
9  be bel ow your nornmal costs?

10 A. Again, as | nentioned to

11 Ms. Martin, the Comm ssion currently

12 regul ates, you know, many aspects of our

13 business and eval uated what our avoi ded cost
14 realities are relative to our projections.

15 |t's just one of those many areas of

16 oversight. So we'll continue to do that.

17 There is no guarantee that those projects

18 exactly hit that mark. There can be upsi des
19  and downsides, and that's just a part of

20 forecasting.

21 Q And | guess goi ng back to what

22 you testified about sone of the research you

23 had done on the busi nesses that need this
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type of energy resource or denmanding it at
this point, sone of your custoner demand,
would it be fair to say that if you didn't
have these opportunities in Alabama, it could
hurt busi ness devel opnment and econom ¢

devel opnent in the state?

A. We' ve not had any custoner or
potential custonmer to ny know edge say, we
don't want to | ocate in Al abama because you
don't offer renewabl es, but what we have seen
I s several exanples such that | quoted, you
know, Googl e being one, Apple, Anmazon,
conpani es that have said renewabl es are very
i nportant to them So it's one of many
of ferings that Al abanma Power Conpany can make
utilizing this process that will help all
custoners and better situate the state to
have nore arrows in the quarter so to speak.

Q And | want to address the 500
megawatt request. | think you ID d that
there were existing custoners that were
I nterested -- the reason -- or the reason you

cane up with 500 negawatts i s because you' ve
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| D'd custoners that may be interested, or you
had di scussions with those custoners, and
their aggregate | oad actually exceeded 500
nmegawatts and that that didn't actually take
I nto account businesses that may bring -- or
custoners that may bring it to the state.
Consi dering that and sort of those statenents
in the petition and you went -- you have
responded to our interrogatories about, would

there be roomfor nore than 500 negawatts?

A The certificate authority woul d
be up to 500.

Q Ri ght.

A Not hi ng woul d prohibit us from

asking for nore if that entire anount is
exhausted. There woul d be anot her proceeding
at that point.

There's al so not hi ng that
prohi bits us fromdoing a project outside of
this certificate authority. It just would
be, you know, its own -- its own request, its
own docket. Does that answer your question?

Q That did. Thank you.
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Did the conpany in the
eval uation of this 500 negawatts, when you
pi nned that down, did they evaluate different
alternative scenarios, like, let's say, a
gi gawatt of renewabl e power or 200 negawatts
of renewabl e power?

A. W arrived at the 500 based, as
| nmentioned, on custoner interest. It just
seens |i ke a reasonable anbunt. And since
it's not a requirenent, the 200 falls | ower
than that, and since there's no -- there's
not hi ng to prohibit us fromrequesti ng nore,
1, 000 can be sonething that we expl ored
| ater, soit's a -- it's really gauged on
t hat custoner interest.

| nmentioned that we've
i dentified custonmers whose load is in excess
500 negawatts in the aggregate. The reason
that that doesn't exactly translate to
needi ng to secure nore than the 500 at this
timne is that that's a -- you know, that would
assune that every single negawatt that we've

identified is executed. And | nean, just
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1 sales and nmarketing 101, that may not be the
2 case.

3 Q And | know that you put a cap of
4 80 negawatts per project in this petition.

S |s there a -- is there an advantage to havi ng
6 smaller renewabl e bl ocks of energy like that?
7 A. In regards to this

8 application --

9 Q Ri ght .

10 A -- where we're working with

11 specific custoners?

12 Q Ri ght .

13 A. If the projects -- they're

14 envisioned to be snmaller scal e under that

15 80-negawatt threshold because that --

16~ sonet hing nmuch larger than that may start

17 exceeding the custoner's interest. So, for
18 exanple, these mlitary applications, you

19  know, | nentioned that those projects woul d,
20 pbased on current discussions, be no greater
21 than fifteen negawatts each. So to the

22 extent that nost applications are in that

23

range, it nmakes sense to limt that scenario
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I n sone way.

Al so, part of the reason for
having this authority sort of bundled
together is the efficiencies of the process
in that requesting certificates for
I ndi vi dual small projects over and over -- |
mentioned to soneone at this table about the
cost of doing that, the cost and resources it
takes to continue seeking certifications.
Part of that is due to the smaller size. So
once we -- you know, if there are |arger
projects than 80 negawatts, as | just said,
this petition wouldn't prohibit us from
seeki ng approval for those projects; it just
woul dn't be a part of this.

Q So you woul d go through anot her
-- you would petition for another

certificate --

A That's correct. |If there's --
Q -- for a specific project?
A If there's a |l arger project

| dentified that created val ue for custoners,

we woul d consider that under a separate
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|

process.
2 Q And are you aware of other

3 projects that are greater than the

4  80-negawatt threshold that you guys are

5 seeking here? Are you aware of other

6 projects?

7 A. There have been sone --

8 | referenced sone in ny exanple, the w nd

9 deals in lowa, the M dAnmerican Energy, those
10 are both greater than the 80-negawatt

11 threshol d.

12 Q And you state -- or | think this
13 was in the petition actually -- about a

14 not abl e exanpl e of renewabl e energy

15 devel opnent has been next door in Ceorgia

16 where they're seeking 1000 negawatts through
17 various prograns at the PSC there. Are you
18 aware of why those prograns in Georgia have
19  sought such a higher total negawatt capacity
20 for this, renewabl es?

21 A |'"'mfamliar that they have. |
22  can't really speak to why -- you know, what's

23 driving their decisions versus ours. Wat we
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are doing here today is in the best interest
of our custoners and wor ki ng under our
| egi sl ative and regul atory environnent.

Q And are you aware if those
projects were open to conpetitive biddi ng?

A. | remenber that there was sone
portion of it that was, but | don't know --
|"'mnot famliar with the details.

Q To your avoi ded costs, sone of
your testinony on avoided costs, | think you
had testified to this in M. Free's questions
or potentially in sonme of your other
testinony, but did you tal k about how f uel
costs as far as renewabl es woul d be
cal cul ated there, in your avoi ded costs?

A The cost of the actual renewable
generation that's being eval uated?

Q Ri ght .

A Wuld go into that total cost
bucket. And then the avoi ded energy cost is
offsetting part of that process. The extent
that there is a fuel paynent, if we're

tal ki ng about a bi omass, you know, for
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i nstance, then there would be a fuel cost
associ ated with the generating of that
electricity. And part of that -- that would
go into that total cost bucket that's
conpared to the avoi ded cost savings benefit.
Q If there was a sol ar project,
for exanple, would there be -- what woul d be
the fuel cost for the --
A There is no fuel cost. The
total cost bucket would be all of the fixed

costs of installing and nai ntaini ng those

panel s.

Q And the sane for a wi nd project;
correct?

A Uh- huh.

Q And the conpany plans to recover

costs through the rate recovery nechani sns,
ECR and CMP and RSE, but you al so tal k about
in the petition custoner-specific projects.
So are there -- in those custoner-specific
projects will the costs be recouped through
those rate bases, or will there be specific

contracts just with those custoner-specific
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time so | can be sure | --

Q |'"'msorry. That was a
conpl i cated questi on.

For the custoner-specific
projects that you nentioned in the petition,
how wi || those costs be recouped?

A If there are custoner-specific
benefit, then it's actually -- it's actually
not a cost for the conpany to recoup; it's a
benefit comng fromthe custoner to the
conpany that gets distributed to the other
custonmers. So it's -- we can't say exactly
at this tine because there's not a specific
project. There are a couple of exanpl es of
how t hose custoner specific contributions
coul d happen. And to the extent that there
IS a custoner contribution being counted in
t hat econom c eval uation, the conpany wl|
utilize -- will seek a contract with that

specific custoner. So to the extent that it

was a dollar paynent streamfromthe custoner
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to the conpany, there would be a contract
there. If it were a |oad growth application,
we woul d generally seek to try to inplenent
sonme sort of m ninmum build provision that
woul d ensure revenues fromthat specific
custoner application that are helping to
contribute to the overall cost of the conpany
that help all other rates.

Q And in that scenario you
descri be, would that be considered a prem um
for that electricity?

A It would take many different
forms. For instance, there may be custoners
who are willing -- if they're not -- if a
cust omer cones to us seeking renewabl e energy
and is a custoner whose load is not going to
grow based on this renewabl e application or
they're not at risk -- the conpany is not at
risk of losing that load with or without the
renewabl e generation, then there wouldn't be
those load growh and retention benefits to
speak of. So any custoner contribution in

t hat case would be that that custoner places
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1 awpriority on the renewable energy and is

2 wlling to conpensate the project enough to
3 get it to neet that hurdle of providing the
4  positive econonm c val ue.

S Q But if there are | oad growth or
6 retention advantages there, that would go --
7 that would be recouped through your nor nal

8 rate -- through your normal nechani sns,

9 through your nornmal cost recovery nmechani sns?
10 A There woul dn't necessarily be a
11 direct paynent streamfrom every custoner

12 contribution. Those contributions could be
13 in the formof downward pressure on rates to
14 the extent that the information and the data
15 supports those assunptions.

16 Q | " m checking off the questions
17 that you' ve al ready answered.

18 You may have answered this, and
199 I'msorry if I'"'mrepeating here, but the RECs
20 that are going to be created by this, are

21 they included in the avoi ded costs?

22 A That actually woul d depend on

23 the type of arrangenent with each specific
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customer on a case-by-case basis. So if a
custoner that we're working wwth on a project
says, |, you know, want to partner with you
and cause this renewable project to be built
and | want to retain the RECs, then -- then
one of two things could happen. Either the
mar ket val ue of those RECs would go over in

t he benefit bucket, but then you would have
an offsetting cost in the cost bucket because
the conpany woul dn't retain the val ue of

t hose RECs, because the contractual agreenent
with the custoner would be giving themto

t hat custoner.

Sone custoners nmay say, | just
want to see that this renewable energy is
built, you do what you want with the RECs.

In that case the conpany may quantify a

mar ket val ue of those RECs in that benefit
bucket of costs, of the analysis. And on the
cost side the costs were just the cost of the
contract or the facility, so it could add
sone value if the conpany were retaining

those RECs. Did that answer your question?
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case- by-case situation.
Q So it's a project-by-project
call whether the RECs are going to be

I ncluded in the --

A. Ri ght .
Q -- avoi ded costs?
A Right. |f the conpany passes on

the value of those RECs to the specific
custoner, then it would be double counted if
it tried to count those benefits in the
analysis. But if the conpany retained access
to those RECs, then the proper value would be
ascri bed.

Q And has the conpany conpl eted
anyt hi ng such as a REC utilization plan which
woul d forecast or provide the nodel for how
you're going to treat these RECs?

A WIIl you ask nme that again?

Q Has the conpany conpleted a REC
utilization plan which provides sort of a

nodel on how the conpany will treat these
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RECs under this petition?

A We do have a REC program |
menti oned under that -- under rate OPS that
the conpany offers REC purchases to any
customer who chooses to sign up for it. In
terns of any excess RECs they do have a shelf
life. So to the extent that the conpany has
any excess RECs they do go and try to
optimze their value in the market.

Q And we talked a little bit about
the conpetitive bidding process and how t hat
may play out under this petition. 1In the
event that there is sone sort of conpetitive
bi ddi ng process for these projects, is there
any sort of third-party eval uator who | ooks
at these conpetitive bids and determ nes, you
know, which one is the best value for the
custoners?

A. The Comm ssi on-approved RFP
gui delines don't require an i ndependent
eval uator as the Conmmi ssion and the staff
does oversee that process.

Q So there won't be a third-party
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eval uat or ?

A. It wouldn't be required.

Q And i n your experience do
conpetitive bidding process usually --
conpetitive bidding processes usually result
in the best deal for the custoner?

A. I n nmy experience | don't have
any evidence of that, actually. The
market -- to the extent that the conpany has
mar ket information that seens to be good
proxy of the market, there's no guarantee
that an RFP woul d produce | ower cost results
than that. And in fact, there is a cost
associated with perform ng an RFP; therefore,
t he conpany woul d eval uate that benefit at
the tinme to determ ne whether an RFP woul d
result in value for custoners.

Q You said there was a cost in
even goi ng through the RFP process?

A That's correct. There is a
nunber of resources required on the conpany's
behal f to conduct and evaluate the terns and

put together the bid package and host
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1  workshops and things of that nature. There
2 js resources that are utilized to go through
3 an RFP process.

4 Q But would it be fair to say that
S5 custoners could save noney on the back end of
6 that going through the RFP process if you

7 spend the noney on the front end to do that
8 process?

9 A Not necessarily.

10 Q And sonme of these

11 custoner-specific projects that you talk

12 about and the close nexus, | think that you
13 nentioned in your petition, would community
14 solar projects fall under that? Are you

15 famliar -- | guess, first, are you famliar
16 with comunity sol ar projects?

17 A | am |'msure they can take

18 many shapes or forms, but that is certainly
19 an industry topic that |'m aware of.

20 Q And woul d those fall under this
21 petition? |Is that -- is there a potenti al
22 there?

23 A. Not hing in the petition would
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prohibit that at this tinme. Currently we
envision it to be focused on a little

| ar ger-scal e custoners, but community sol ar
coul d be an opti on.

Q And | think you've testified and
the conpany has said there's not specific
projects in mnd at this tinme, although
there's been discussions with mlitary
i nstall ati ons or DoD about particul ar
projects, but are there any size, new | oad,
or any other sort of restrictions dictating
how custoners can actually participate in
this -- in a project falling under this
certificate? So what are the --

A Any size limtations?

Q Are there other paraneters
besi des the ones that we've nentioned
limting custoners' participation?

A The only l[imtations would be
those that we've di scussed.

Q Yeah. Ckay. As far as the wnd
projects that you've nentioned that Al abama

Power has entered into PPAs for, Chisholm
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Vi ew and Buffal o Dunes, are those typical
projects -- are those projects typi cal
projects that mght fall under this
certificate? | guess they're above the
nmegawat t age, but --

A. Yeah. | was going to --

Q -- is that the only limting
factor there?

A To the extent that -- that sone
future wind project is available and neets
the criteria that we've discussed, then it
woul d certainly be considered under the
eval uation. So those specifically are too
| arge for this project, but under an
80- negawatt threshold where they provide
positive econom c value for custoners, then
t hey woul d be eligible.

Q Have those projects provided
positive econom c value for custoners in
Al abama?

A Well, we're a couple of years

into a twenty-year contract, so it's

difficult to say exactly -- you know, | nean,
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until you look at the neat of the life of
that project then it's hard to say that they
-- the delivered energy price under those
contracts has produced energy savings for
custonmers on that avoi ded energy cost basis.

Q And do you antici pate renewabl e
projects of that nature producing those sort
of savings for custoners across Al abama in
your territory?

A. Any projects that are brought
forth under this petition, yes, they would be
expected to provide savings.

Q And you said under the -- you've
done sone -- or -- well, you' ve tal ked about
the C ean Power Pl an and how t hose federal
mandat es may affect how the conpany is
reacting and what they're doing now. And the
conpany -- | guess you've testified or the
conpany has said they haven't devel oped a
conpliance plan yet; is that correct?

A For the Cl ean Power Plan, no.

Q For the O ean Power Plan. But

IS the conpany runni ng scenari os about
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1 potential conpliance with the C ean Power

2 Plan and how that w |l happen?

3 A My understanding is that the

4 conpany is still kind of -- | nean, the rule
5 was finalized -- what was it -- |ast Monday.
6 Q Ri ght.

7 A. Maybe the week before. They're

8 still, you know, processing and absorbing the
9 information and talking with state

10 environnental regulators, you know, gathering
11 their thoughts. So they're not in -- they're
12 still processing the rule.

13 Q But a petition like this or a

14 certificate of this nature would help in

15 conpliance of the O ean Power Pl an, assum ng
16 that that --

17 A That's a | ogi cal assessnent.

18 Q And does the projects -- do the
19  projects that cone under this petition or

20 certificate, would they assist in conpliance
21 with other environnental |[aws such as NACS or
22 NMATS rul e?

23 A They certainly could. | think I

Freedom Court Reporting 877-373-3660



Alabama Power Co. #32382 142

1 nmentioned in ny direct testinony any benefits
2 would be quantifiable to the project to the
3 extent that they can be isolated. But

4 definitely, at the very least, any renewabl e
S energy that is offsetting other generation

6 overall reduces em ssions fromthat

7  generation. So it's helpful in that regard
8 in the |east.

9 Q And you -- | mean, the petition
10 asks for renewabl e energy resources, and |

11 think you have testified to the fact that in
12 the statute that includes nunerous things,

13 biomass, black liquor, small irrigation

14 projects under the statute. So could any of
15 those projects, biomass, black |iquor, small
16 irrigation, that fall under that definition,
17 could those projects cone under this

18 petition?

19 A They would neet the criteria

20 under the petition in terns of the definition
21 of renewabl e resources, but they nust also
22 qmeet that criteria of positive econonc

23 value. So to the extent those neet that
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threshold they could be part of this
certificate.
Q Can you explain to ne what bl ack

| iquor is because | really want to know?

A | understand it is basically
biomass. It's like the I eftover pieces of
pulp in paper mll processes, but |I'mnot an

expert on that by any neans.

Q Ckay. Thank you. | appreciate
t hat .
So woul d you agree that the
addi tional -- the addition of renewable

resources to Al abama Power's portfolio adds
to energy diversity?

A Yes.

(Brief interruption.)

A So your question was do
renewabl e resources add diversity?

Q Wul d the projects under this
petition add to energy diversity?

A Yes. Any -- any variety in fuel
sources would add to energy diversity in our

fuel m x.
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Q And security, energy security?
A. To the extent that -- to sone

extent, vyes.

Q Yeah. And custoner choice?
A. Yes.
Q And the ability to pronote

econom c grow h?
A Yes.
Q In addition to hel ping the

envi ronnent ?

A. Yes.

Q One | ast question, and then |'m
done.

A Ckay.

Q WIIl any of the projects under

this certificate be for the general public

and added to the general rate base?

A. Ask nme that again.
Q So will any of the projects that
come under this certificate, wll those be

avai l abl e for the general public and added to

the rate base?

A All of the --

Freedom Court Reporting

877-373-3660



Alabama Power Co. #32382

145

10

11

12

13

14

15

16

17

18

19

20

21

22

23

MR. McCRARY: Could | -- excuse
me. Could | ask a clarification by what
avai l abl e -- what does available to the
general public nean? Could | ask for a
clarification to your question?

MR, JOHNSTON: That the public
can participate in the renewabl e program

Q So as Al abana Power has a REC
program now t hat the general public can
participate in -- correct? |s that correct?

A. Yes.

Q -- are there projects under this
petition and certificate where the general
public wll be able to participate in and
then that gets -- you get conpensated through
the rate base, through --

A Al of the projects under
this -- under this petition wll be serving
and useful to the entire rate base. That's
where the avoi ded cost cal culations cone into
play. And all of that energy fromthese
resources is served to Al abama Power

custoners as a whol e.

Freedom Court Reporting

877-373-3660



Alabama Power Co. #32382

146

10

11

12

13

14

15

16

17

18

19

20

21

22

23

In terms of a generic rate that
any custoner could sign up for under this
program each project brought forth under the
certificate would have to neet that -- that
positive economic value threshold. So as |
menti oned right now, we envision that to
really require a larger kind of anchor in it,
if you wll, but there's no limtation on the
size of those projects. So to the extent
that projects cone forward that -- you know,
| nmentioned the community scale could --
woul d not be prohibited under this authority.

Q Ckay. | think that's it. WII
you give ne one second just to nmake sure that

|' ve covered everything?

A Sure.
Q We're done. Thank you very
much.
ALJ MORRI'S: Thank you,
M. Johnston. |If you would, pass the

m cr ophone across to Ms. Shenstone.
CROSS- EXAM NATI ON
BY M5. SHENSTONE:
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1 Q Good norning. 1'll try to wap
2 it up while it's still norning. M nane is
3 Anmelia Shenstone. |I'mwth the Southern

4 Alliance for Clean Energy. And | want to

5 applaud the conpany for this petition to

6 bring nore renewabl e energy online and to do
7 it in a very cost conscious way.

8 So | just wanted to ask just to
9 clarify. M understanding is that it's

10 inpossi bl e that any project undertaken under
11 this petition could put upward pressure on
12 rates; is that correct?

13 A The projected econom c benefits
14 would have to result in positive value. |

15 nentioned a couple of tines we can't

16 guarantee any forecast, but froma

17 forward-| ooki ng perspective no projects would
18 place upward pressure on rates.

19 Q So maybe inpossible is the wong
20 word, but the programis designed so that

21 there would be no upward pressure on rates?
22 A That's correct.

23 Q s it possible that projects
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under this program could put downward
pressure on rates?
A That's the intention, yes.
Q Excel | ent .

Coul d you envi sion that sone of
the projects you' ve nentioned, that there may
be a custoner contribution in order to nmake
those feasible in a way that the net effect
IS a positive one? |Is it possible that sone
of those projects may not require a custoner
contribution in order for the economcs to
wor k out favorably?

A. That is possible. And,
obvi ously, those woul dn't be excl uded because
that would neet the criteria.

Q Thank you.

Are you at all famliar with the
Advanced Solar Initiative at Georgia Power,
our neighboring sister utility?

A I"'mfamliar with it. | doubt
"1l be able to speak in nuch detail.
Q | wondered if you're famliar

with the request for proposals process there

Freedom Court Reporting

877-373-3660



Alabama Power Co. #32382 149

10

11

12

13

14

15

16

17

18

19

20

21

22

23

wher eby paraneters are set for what woul d be
a reasonabl e proposal and then the market is
basically set free to assure not just a net
positive value to the protect but the npst
value for the project. | wonder if that
m ght be considered as a nodel for selecting
projects or carrying the projects out under
this program

A Qur conpany's position -- and so
| don't want to speak to details of that
programthat |'mnot famliar with. But our
conpany's position is to negotiate the best
possi bl e price on any given project so that
custonmers will benefit fromall the savings
that were available to be attai ned.

As | nentioned in the previous

testi nony the conpany would utilize the
Conmm ssi on- approved RFP guidelines to the
extent that an RFP is the best approach to
gai ning that market information. There can
and will be times that -- as | nentioned,
we're under the gun here to neet that 2016

tax credit. So an RFP takes tine. W
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woul dn't necessarily have an RFP to the
extent that we have enough market infornmation
to have a gauge on what a reasonable price
is. So we would utilize a conbination of
t hose processes to ensure that the projects
we're entering into are providing the nost
econom c val ue possible to our custoners.

Q And |"mimagining that if this
| S approved there could be many custoners
comng to you and saying, we would like to
have renewabl e projects under this
certificate. How w |l you prioritize which
projects to devote the conpany's attention to
nost expediently? WII it be first cone,
first served or in order of size or a case

that the custoner brings to you and

suggesting that it will have a good positive
value? How will that be prioritized?
A The conpany will use all the

resources available to ensure that we're
neeting the needs of all the custoners. So
"Il have to say | don't know. The priority

wi Il be associated by many factors, |'m sure.
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Q Thank you.

AL MORRIS: M. Canton, do you
have any questions of the w tness?

MR. CANTON: Just a coupl e.
"1l make them quick. | know we're all ready
to nove on.

EXAM NATI ON
BY MR CANTON:
Q | guess being a trade

associ ation, we're obviously very happy to
see Al abama Power | ooking into renewabl es and
good job opportunity for the state and the
cust oners.

Specifically to the benefits to
-- the programis going to provide to
Al abama, you know, downward pressure on the
rates, econom c opportunities, specifically
the idea of whether projects need to be sited
i n Al abama or not when we're tal king about
what the econom c benefits are to Al abama - -
|"'mstill here. Okay -- specifically to the
access to performsone of the work in -- that

woul d be involved in these projects by
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Al abama conpani es and workers. So if there's
a chance that projects are out of state,
obviously, it nmakes it harder for these
conpani es and workers to participate. So as
much as we have the econom c devel opnent
potential of these conpanies that were
retaining -- the corporations retaining and
attracting possibly to Al abama, what is being
done and what is -- what can be done to
provi de opportunity for the workers and
conpani es of Al abama who actually participate
i n the depl oynent of these projects?

A Ckay. | think you asked what
this petition will do for the state of
Al abama to ensure that sone of that economc
value is retained in the state. |Is that a
fair assessnent?

Q Well, specifically to Al abama
wor kers being able to performthe
construction, maintenance, design of the
proj ects thensel ves.

A As the utility provider, our

mssion is to provide reliable cost effective
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electricity to our custonmers. So to the
extent that a project under this certificate
neets that criteria of provided value for
custoners, then it would qualify for approval
under the certificate as we've requested it.

As an occupant of the state and
a conpany who's been dedicated to the state
of -- and to the econony and the -- and the
good of the state of Al abama for a hundred
years, we believe that this petition helps
better position our state for sone of the
opportunities that you and M. Cagl e have
di scussed, growth and jobs and that type
thing. But as witten, the petition doesn't
requi re the construction of those facilities
to be in Alabama. In that -- as long as it's
in the best interest of our custoners from an
el ectricity-price standpoint, then it's
sonet hi ng that shoul d be pursued.

Q Ckay. And just the exanple

woul d be simlar to Georgia next door that
has several thousand jobs that are associ ated

with their Advanced Solar Initiative program
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you know, their effort to bring renewabl es
into the state, | don't believe it was tied
specifically to job creation, but it did have
t he benefit of encouraging |ocal job growh,
specifically in those construction

| ndustries. So | guess this isn't
specifically witten for that, but it -- it
does anticipate -- is there a sense of sone
percentage of the projects wll be based in
Al abama, where the work will be conducted
here versus we're buying PPAs from Kansas or
fromout of state?

A. There woul dn't be a requirenent
for that under this petition, but there's --
in ny opinion there is a |likelihood that many
of those projects would be located in the
state. For instance, the mlitary bases are
the -- you know, one of the reasons that
we're here. And those projects would be
| ocated on the bases in the state of Al abana.
So ny opinion is that many other custoners
may have this simlar type siting restriction

as well.
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the vicinity of our property?

A That's right. O if -- or if
they don't restrict it to we want it to be on
our property, if there is sone other site in
Al abama that provides the nost cost effective
resource, then that one woul d conpete and
woul d be chosen as well. So there's not a
preference by any neans for it to be outside
of the state. Qutside of that
custonmer-specific preference and neeting that
custoner's interest and needs, the conpany
woul d utilize the nost effective resource
froma cost and reliability perspective.

Q And | guess simlarly the
process of acquiring a contractor or sonebody
to performthe actual work, as | understand
it now, there's an agreenent nmade with -- a
custonmer of Al abanma Power that woul d approach

t he conpany and ask, we'd |like to do
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1  renewabl es under this program we inagine

2 jt's going to be this size, there's sone

3 agreenent that's cone to, and then the

4  project is announced, and then there's an RFP
S5 process, either internal, external, or

6 possibly no RFP process to actually acquire

7 the power itself, the -- either the facility
8 or the PPA? Does that nmake sense? So |I'm

9 trying to understand the steps that are going
10 to be involved froma custoner's perspective.
11 I'"ma giant Wal-Mart or a series of

12 WAl -Marts, and | want to put solar in our

13 facilities. | approach the conpany and ask
14 we'd like to be able to do this on sone

15 nunber of our facilities. And the conpany is
16 going to cone back. W mght negotiate terns
17 of that, and in that process Wal-Mart has

18 typically wanted it on their facilities. And
19 so they need to deploy 5 negawatts worth of
20 actually on-site solar PV generation. The

21 process for the conpany to actually depl oy

22 that would be -- be possibly an RFP but

23 possibly just using resources that they've
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already identified?
MR. McCRARY: Your Honor, if

| m ght interpose an objection and a request.

There was a lot in that, and I lost count on
how many questions there were. |[|f you
could -- if you could sort of narrow the

focus of your question and serve up one
gquestion at a tinme for the wtness, | think
t hat woul d be hel pful for the record.

MR CANTON:  Ckay.

Q |"msorry. | was thinking nore
of it froma custoner's perspective what are
t hey going to experience when they do this,
because, you know, we're trying to represent
sonme of the folks that are nmenbers of our
organi zation. How -- if a facility -- a
custoner of Al abama Power has decided with
Al abama Power to depl oy generation under this
program how w ll, say, a contractor be
chosen by Al abanma Power to performthe work?
| believe that nmay have been answered in part
by an RFP process, but it may be --

A. lt's difficult to answer
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directly because it wll vary, you know, on a
case- by-case depending on the |evel of
custoner interest and their limtations.

They coul d have size or timng or site
restrictions. So to the extent that the
conpany is working with a custoner there

woul dn't necessarily -- the conpany would
exam ne what tools they have in the tool box
to neet that custoner's needs. And those
tools could be that we already have
information in hand that it's a good gauge of
the market for maybe a generic site. So if
we were aggregating in several Wal-Mart's

| oads and neeting their needs off-site, that
may be one approach. |If sone store
requested, like the mlitary, that, you know,
this needs to be on ny site and for sone
reason, |like the General Services Agreenent
it has to be a self-build on that site where
t he conpany has to own and operate and

mai ntai n that equi pnent thensel ves --
ourselves, there still would be a bidding --

a procurenent process. The conpany has
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procur enent processes surroundi ng, you know,
all types of activities or things that we
secure, you know, fromoffice supplies to --
you know, supply chain managenent. So that
bi d process would be foll owed and adhered to
under a self-build application.

And under the PPA application,
again, we would choose fromeither the narket
data that we have on hand from unsolicited
offers. O to the extent that those offers
don't give a good representation of the
mar ket we woul d go through the RFP gui delines
as approved by the Comm ssion.

Q As far as participation, it
sounds |i ke you anticipate |arger custoners
participating. |s there the opportunity for
smal | er and m d-size, say, conpanies and
ot her custoners to participate, and what
woul d their process be? Wat wuld they do?

A There's nothing in the petition
that limts the size of the custoner. So the
hurdle, if you wll, is the econom c val ue

screen. So to the extent that a small er
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custonmer is -- that we're able to work with a
custoner to identify a project that neets
their needs and passes that econom c
evaluation, then it would not -- there would
be no limtation on that size under the
certificate authority.

Q And sonetines on a smaller
scale, multiple installations -- say, if it
was sonething in the sense of a PV system
multiple installations can nake the econom cs
work better, so perhaps a one-by-one rather
than that. |s there the possibility of a
program that makes a certain cookie cutter
system available to nultiple m d-size and
smal | er custoners that allows themto take
advant age of the program but keeps it cost
effective for everyone?

A. As | nentioned in answer to
M. Johnston's question, | believe, on
community solar, to the extent that we
aggregate enough interest and line the stars
all up just right, that we could bring a

project that had interest fromnultiple
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custonmers all packaged together, you know, as
| ong as that project net the criteria, then
it would be a viable project under the
certificate.

Q | s that sonething that an
out si de group could bring an opportunity,
| i ke an aggregation of custoners and say,
here's a chance that we nmay be able to nake
sonet hi ng work under the program that this
many custoners that are interested in,
simlarly to a community solar, but Al abama
Power may not want to put together a
communi ty sol ar progranf

A | don't think | can exactly
speak to that hypothetical because there
woul d be, you know, a | ot of conplex details,
| imagine, with that. So, you know, as | ong
as the -- as a project net the criteria
outlined here, where it was small scale, up
to 80 negawatts, and provided positive
econom ¢ value for custoners, then it would
not be prohibited.

Currently, the custoner (sic)
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envi sions working with the | arger custoners,
but over this six-year process other packages
may be designed that neet that criteria.

Q And just one |ast kind of
gquestion and a half on the capacity side of
renewabl es and the intermttency and storage.
The question had been asked before about
storage, and, you know, by itself it's not a
renewabl e product, but the market for that is
changi ng extrenely rapidly. And as
renewabl es are depl oyed, right now they're
primarily a fuel offset, but as your access
to storage and conbi ned storage and renewabl e
projects inproves, you can deploy -- you
know, what is perceived in the market is you
can depl oy renewables in a way that does have
a higher capacity val ue because the storage
evens out the ups and downs of the power. So
whether it's in straight-up new projects that
are renewabl es, do you anticipate over tine
in this programactually being able to add
sone capacity value to these projects as they

go out, or will it just be, you know, we're
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putting it out and not giving really any
capacity value to it?

A The capacity value is determ ned
-- | think I covered this a little bit, but
"1l elaborate. Capacity value is determ ned
by that probability basically that that --
that generation wll be avail able when you
need it. So to the extent that resources are
intermttent, wnd and sol ar for exanpl e,
there's a certain anmount of generation that
you coul d assune is going to occur during
hours that you need it but not necessarily to
its maxi mum So outside of just battery
storage, which you've asked about, but any
paraneter of the design of that facility that
hel ps optim ze or increase the probability
that that generation will be flowing at the
optimal | evel when you need it, then it
I ncreases the evaluation of that capacity
val ue.

There are a nunber of ways to do

that, specifically with solar and wth w nd,

based on -- for wind, you know, how tall the
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1 mast is -- that the bl ades are spinning on or
2 angle of the blades, and the solar, you know,
3 the tilt and whether it attracts the sun or

4 doesn't attract the sun, which way it's

5 facing. |1've heard of clipping where the

6 inverter, you know, behaves differently.

7 Batteries are just another conponent of the

8 design features of each generating facility

9 that is evaluated individually based on it's

10 |ikelihood of being there when you need it.

11 Q And in that specific case, too,

12 you have the -- where the renewables, they're
13 inplenented as -- with sone | evel of

14 intermttency with a fairly | ow capacity

15 factor, and over tinme, as the C ean Power
16 Plan cones online, is there the possibility
17 of additional retirenents as a result of the

18 (Clean Power Plan that are not foreseen right

19 now?
20 A Well, the --
21 Q And would that -- | guess |'m

22 translating that into would that benefit from

23 the additional capacity that you can have by
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addi ng storage to the renewabl e projects that
have been depl oyed al ready?

A The conpany's envi ronnent al
conpliance plan is really an evergreen
process, and we actually have a neeting here
every Decenber to discuss the conpany's plans
to neet environnental conpliance. And as |
menti oned, the Clean Power Plan is still
taking shape. So | can't -- | can't exactly
speak to what that will mean for our
generating resources. But to the extent that
it starts to becone clear and any
envi ronnental conpliance val ue associ at ed

with these renewabl es can be identified and

captured in the analysis, then it wll be.
Q That's all | have. Thank you.
ALJ MORRIS: |'ve just got a few

fromthe bench, and then, M. MCrary, |'l|
| et you do any redirect.
CROSS- EXAM NATI ON
BY ALJ MORRI S:
Q First of all, one of the quick

guestions we have is a -- really a timng
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| ssue and kind of what start days and all
that. And | know we've got a couple of
things in there we're about. You have the
one-year period after the approval of this or
after the approval of a project to actually
begi n construction. You've got your tax
credit 2016 in operation. Can you give us
just a little bit nore details about what
t hat neans specifically in terns of the
conmi ssi on-i nposed one-year deadline? |Is
that nmet when the first dirt is turned, when
the first contract is signed? Wat is kind
of the key that starts that process? And
then on the other hand, on the tax credit
I ssue, is it operation, is it construction?
What is the -- kind of the deadline there?
A Those are good questions. The
one-year initiation of a project, it's
basically dirt being turned. If it's a
cel | - phoned asset, then it would be us
getting out there and turning the dirt. |If
It was a PPA, it would be the counter party

turning dirt. And, of course, there are
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|

definitions around what turning dirt neans,

2  put it's physical initiation of construction.
3 Q Ckay.

4 A. The tax credit deadline, a

S facility has to be in comercial operation in
6 Decenber 2016 to receive the tax -- the 30

7 percent.

8 Q The 30 percent. And after that
9 it goes to 10 percent --

10 A. It goes --

11 Q -- correct?

12 A -- down to 10 percent.

13 Q Ckay. Another question. This
14 is regarding the federal agencies and their

15 procurenent policies. And I know DoD is kind
16 of its own animal, DoD and in nany cases the
17 services to their own procurenent, but for

18 the other agencies are they doing it

19  individually, or are they it doing through

20 GSA, CGovernnental Services Adm nistration?
21 A. So far interest in discussions

22  with those custoners has been individually.

23 Q Ckay. Another one, we talked a
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little bit about the security and the ability
of -- | guess to isolate a particular
| ocation. | know we've tal ked about this
initially internms of the mlitary bases, but
in the event of energencies in -- you know, a
mlitary base under this project would be a
good exanple, but it would not be the only
exanple. You know, a hospital or |arge
medi cal conplex, |ike, you know, the downt own
Bi r m ngham nedi cal conplex, if there was a
proj ect supporting that -- and I know a | ot
of times there are, you know, distribution
and transm ssi on topography issues that
govern this, but is it possible in the event
of an energency, if there is a local or
on-site generation source to island those
particular critical facilities and perhaps
give themnore security in terns of their
energy flow than just a normal facility?

A |"mgoing to have to say | don't
know to that. | do know that in storm
restoration processes priority is given to

custonmers |ike, you know, hospitals and areas
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t hat have a high need to serve the public and
be there and able to run. |'mnot sure about
I sl andi ng practices, actually.

Q Okay. Yeah. So it gets into
the weeds a little bit.

A Good fol | ow up.

Q Just one final for ne, and then
"1l turn it over to the Conm ssion up here
| f they have anyt hi ng.

Since this -- | guess this
petition has been announced and nmade publi c,
has the conpany received any new inquiries or
| nt erest about pursuing one of these projects
I f this were approved?

A. Yes. The conpany, since the
notice of this petition was nmade public, have
had an increase in inquiries on top of these
we al ready had received from several
custonmers, as well as devel opers. So those
unsolicited offers and gauge of the narket
that | spoke of, those have increased as
wel | .

ALJ MORRI'S:  Ckay.
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1 Conm ssioners, any questions?

2 M. MCrary?

3 MR. McCRARY: Yes, sir, Your

4 Honor. Thank you. | do have a few scattered
S redirect questions. 1'Ill try to be brief.

6 REDI RECT EXAM NATI ON

7 BY MR M CRARY:

8 Q Ms. Cain, | believe M. Free and
9 M. Johnston both asked you about the REC

10 program and asked you about RECs that m ght
11 be -- that would be produced under projects
12 pursuant to this certificate. Do you recall
13 those questions?

14 A Yes.

15 Q To the extent that the RECs were
16 not transferred to a counter party, to the
17 custoner under a separate agreenent, would
18 the conpany then hold the RECs produced by
19  the project?

20 A Hol d them and use themin the

21 pest interest of the custoners.

22 Q Right. And specifically, would

23 the conpany retain the right to either sell
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the RECs or retire the RECs, dependi ng on
what's best for custoners?

A Correct.

Q Because that --

MR. McCRARY: And, Your Honor,
just for the sake of the record, | would not
want this dialogue to inadvertently result in
a retirement of the RECs because the record
IS not clear. The conpany receives RECs and
retains the right under its PPAs and under
this program | believe, to either retire the
RECs for the benefit of |ocal |oad service or
to separate the RECs fromthe energy and to
mar ket the energy separately fromthe RECs or
the RECs separately fromthe energy. So we
do not want the record to suggest that we are
in any way retiring the RECs associated with
t hese projects or any other projects of the
conpany absent an intentional decision to do
so.

Q Ms. Cain, in response to sone
gquestions from M. Mrtin you indicated that

the mlitary base projects would be sonething
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in the order of 15 negawatts, give or take;
is that right?

A They woul d be I ess than 15
nmegawatt s each.

Q Ckay. But that's not in the
aggregate; that was the part that was --

A. Right. And | don't think I
added the word each.

Q And al so in response to sone
gquestions from M. Mrtin, when she was
aski ng you about what the Conm ssion m ght
choose to do with the report that it woul d
receive fromthe staff and fromthe Attorney
General indicating whether they felt that a
project net the criteria established by the
Comm ssion or not. And you indicated that
t he Comm ssion woul d deci de what it would do
with that report; correct?

A Yes.

Q Al right. D d you nean to

suggest in your response that that would al so

apply to the underlying details and anal ysi s

associated with a given project?
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1 A No. The report was what | was
2 calling the sort of assessnent by the AG and
3 the Comm ssion staff that says, you know,

4  we've reviewed this information and we

5 recommend approval or disapproval. That

6  would be the report in the formthat the

7 Conmm ssion could do what they want wth.

8 Any of the confidenti al
9 information that was given to the staff and
10 the AG would remain confidential. That needs

11 to be clarified.

12 Q Now, in response to sone

13 questions from M. Johnston, | believe, he
14 was asking you about the possibility of

15 community sol ar projects; correct?

16 A Uh- huh.

17 Q And you indicated that comunity
18  solar mght potentially fall within the

19  petition or, at the very least, it's not
20 prohibited by the petition?

21 A Correct.

22 Q Is it correct that whatever

23 project mght fall wthin the paraneters,
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that project would have to satisfy the sane
criteria as every other project as set forth
in the petition?

A That's right.

Q Simlarly he was aski ng you
about the diversity benefits associated with
renewabl e generation. Do you recall those
guestions?

A Yes.

Q And did | understand you
correctly that whatever diversity benefits
there are relative to renewabl es or any ot her
form of generation are captured in the
conpany's quantifications that you' ve

descri bed here today?

A Yes.
Q Wul d you pl ease expl ai n?
A. As | was nentioning, the val ue

of diversity, not just renewables but wth
any fuel source, is that you' re spreading
your portfolio, just like you would, you
know, maybe your financial portfolio. And so

the quantification of that diversity value is
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seen in sensitivities perforned on those
avoi ded cost cal cul ations. A

wel | -diversified project is nore isolated
fromsw ngs and things |like fuel forecasts
and operational paraneters. So these would
be captured through those sensitivities on
t he anal ysi s.

Q kay. M. Canton, | believe,
asked you about what effect pairing storage
technology with a solar resource, for
exanpl e, m ght have on the capacity of that
resource. Do you recall those questions?

A Yes.

Q Wul d that pairing inpact the
val ue of the capacity associated wth that
resource, or would it inpact the anmount of
capacity that woul d be deened associated with
t hat resource?

A The value in terns of a rate,
dol | ar per kilowatt year value of the
capacity, is determ ned based on the narket
conditions. It would be the anmount of

capacity that can be counted as what we would
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call equivalent capacity value. So if a

resource is capable of delivering the full 80

nmegawatts under the small-scal e size

limtation but nmay not be expected to deliver

that 80 negawatts during hours when you need
it, perhaps only 10 percent of that capacity
I s counted and quantified as value. So a
battery or sone other design feature of a
project that boosts the reliability of that
generator woul d increase the amount of the
equi val ent capacity val ue, not the nmarket
condition or the rate that that capacity has
present ed val ue.

Q And finally, in response to sone
guestions fromthe bench, Judge Mrris was
asking for sonme clarification about what
woul d constitute an exercise of authority
under the certificate through a given
project. Do you recall those questions?

A Yes.

Q And you indicated with respect
to the -- a conpany facility, that would be

turning of dirt so to speak?

Freedom Court Reporting

877-373-3660



Alabama Power Co. #32382 177

1 A Ri ght.

2 Q In the context of a PPA would

3 the execution of a binding PPA by the conpany
4 represent an exercise of the authority under
5 the certificate by the conpany?

6 A | believe it would. That would
7 be a conpany-initiating action, but | would
8 followup with nmy counsel to see if that

9 neets the code definitions. Sone of those
10 PPAs may be in terns of projects that are

11 already on the ground, so there would be no
12 turning dirt.

13 Q Thank you.

14 MR. McCRARY: That's all we

15 have, Your Honor.

16 ALJ MORRI'S: Yes, Ms. Martin.

17 RECROSS- EXAM NATI ON

18 BY M. MARTI N:

19 Q | would just like to clarify

20 with respect to the confidential and

21 proprietary information. Wth this project
22 we're tal king about a lot of information that

23 no one knows. And | just want to make sure
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that the conpany will still mark as
confidential and proprietary anything that it
consi ders confidential and proprietary. |It's
not that everything associated with this
project is confidential. You know, we're not
deci ding today that that's confidential and
proprietary. But you will continue to mark
t hat i nformation?
A Yes, ma'am of course.

ALJ MORRI'S: Any other re-cross?
M. Bentley?

RECROSS- EXAM NATI ON
BY MR BENTLEY:

Q And to followup wth

Ms. Martin's question. Sone of the other
guestions that addressed proprietary and then
t he question about notice, particularly with
the form-- how you present projects to the
Commi ssi on, how -- for the individual
projects, how would they be presented to the
Commi ssion staff? Not the substance of
what's in there but the form Is it a

filing? Is it just submtted to the staff?
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At |east howis that contenplated in the ---
i n your petition?

A In the request we woul d submt
the information, and it would likely be a
sunmary packet or a binder of information
that has the overall econom c eval uation
assessnent and then all of the supporting
materials behind that in the subm ssion.

Q |s there a piece of that that's
a public filing? As | understand it, in your
petition you have -- there's thirty days --
t he Comm ssion has thirty days to decide to
di sapprove it. Wat's avail able to whom when
you nmake the initial proposal?

A. As requested, it would not be a
public filing. It would be a subm ssion to
the Attorney General and the Public Service
Conmmi ssion staff.

ALJ MORRI S: Anybody have
anyt hing el se?

If not, Ms. Cain, thank you very
much. You're excused.

THE WTNESS: | thank everyone.
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ALJ MORRIS: | believe next is
M. Canton. | believe you have sone
testinony that you would like to present to
t he Comm ssion or --

MR. CANTON: | have been advi sed
to put that in the formof a question, so |
pretty nmuch got everything | need on there.
| appreciate that.

ALJ MORRIS: Ckay. So you're --
with that, then it appears that we have
reached the end of the portion where we take
evi dence in this.

| amanticipating getting this
on the Septenber docket, which would nean --
let's see. The neeting is on the 8th, so our
agenda is due on the 1st.

"' massum ng the conpany is
willing to pay the cost for an expedited
transcript on this, or do you request one, or
are you -- it is atimng issue for us
general ly.

MR. McCRARY: Yes, Your Honor.

| think it's clear fromthe testinony and
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fromthe petition that we do need to nove
forward as quickly as we can. And I'mtold
t hat the conpany woul d bear the cost of the
expedi ted transcript.

ALJ MORRI'S: Ckay. Because that
can becone an issue as we get close to these
conm ssion neetings, and that just makes it a
| ot easier.

Normal |y -- okay. Well, the
Commi ssion -- that even nakes it even nore
| nperative. The Conm ssion neeting is on the
1st. | was under the inpression -- and |
guess | was wong -- it was on the 8th. So
it's on the 1st. And what is ny date? Oh,
yes, that noves things up considerably. Yes.
| f anyone has any filings that they wish to
make -- I'mcertainly not requesting them |
t hi nk we probably have all the information we
need. But if anyone feels conpelled, we are
on a very tight schedule. So |I would say
that if anyone w shes to make any post
hearing filings that those would need to be

done within probably the next seven days.
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And any replies after that woul d probably
even need to be in a nore expedited schedul e.
Let's see. Probably be due by the 24th. So
the 19th for any post hearing briefs. And
the 24th for any replies to those briefs.

And with that, we wll take
this -- Comm ssioners, do y'all have anything
el se before we concl ude?

M. MCrary?

MR. McCRARY: Yes, sir. Just to
be clear, you're not directing the parties --

ALJ MORRI'S: No.

MR. MCRARY: -- to file
anything --

ALJ MORRIS: |I'mnot directing
the parties to file anything. | am
| eaving -- of course, the rules |eave that
option open to any party, so -- but | do need
to put sone tinme constraints on that because
of the nature of getting this before the
Comm ssion at the next comm ssion neeting.
So I'"'mgoing to ask that any comment or any

initial briefs or coments be filed by the
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19th and any replies by the 24th.

MR. McCRARY: Yes, sir. Thank
you.

AL MORRIS: And with that we

w il take this under advi senment, and this

hearing is concluded. Thank you very nuch.

(Adj ourned 12:30 p.m)
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1 CERTI FI CATE
2
3  STATE OF ALABAMA)
4 MONTGOVERY COUNTY)
S | hereby certify that the above and
6 foregoi ng proceedi ngs were taken down by ne
7 in stenotype, and the questions and answers
8 thereto were transcribed by neans of
9 conputer-aided transcription, and that the
10 foregoing represents a true and correct
11 transcript of said proceedi ng.
12 | further certify that | am neither
13 of counsel nor of kin to the parties to the
14 action, nor aml in any way interested in the
15 result of said cause.
16 | further certify that | amduly
17 licensed by the Al abama Board of Court
18 Reporting as a Certified Court Reporter as
19 evidenced by the ACCR nunber follow ng ny
20 nane bel ow.
21
22
23 KIM PRU TT, ACCR #280
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Financial Staterpents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K
8 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the Fiscal Year Ended December 31, 2018
OR
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Transition Periad from to
Commission Registrant, State of Incorporation, I.LR.S. Employer
File Number Address and Telephone Number Identification No.
1-3526 The Southern Company 58-0690070

(A Delaware Corporation)

30 Ivan Allen Jr. Boulevard, N.W.
Atlanta, Georgia 30308

(404) 506-5000

1-3164 Alabama Power Company 63-0004250
(An Alabama Corporation)
600 North 18th Street
Bimmingham, Alabama 35291
(205) 257-1000

1-6468 Georgia Power Company 58-0257110
(A Georgia Corporation)
241 Ralph McGill Boulevard, N.E.
Atlanta, Georgia 30308
(404) 506-6526

001-11229 Mississippi Power Company 64-0205820
(A Mississippi Corporation)
2992 West Beach Boulevard
Gulfport, Mississippi 39501
(228) 864-1211

001-37803 Seutbern Power Cornpany 58-2598670
(A Dclaware Corporation)
30 Ivan Allea Jr. Boulevard, N.W.
Atlanta, Georgia 30308
(404) 506-5000

EXHIBIT
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1-14174 Southern Company Gas 58-2210952
(A Georgia Corporation)
Ten Peachtree Place, N.E.
Atlanta, Georgia 30309
(404) 584-4000
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Securities registered pursuant to Section 12(b) of the Act:(V)

Each of the following classes or series of securities registered pursuant to Section 12(b) of the Act is listed on the New York Stock

Exchange.

Title of each class
Commeon Stock, $5 par value

Junior Subordinated Notes, $25 denominations
6.25% Series 2015A due 2075
5.25% Series 2016A due 2076
5.25% Series 20178 due 2077

Class A preferred stock, cumulative, $25 stated
capital

5.00% Series

Junior Subordinated Notes, $25 denominations
5.00% Series 2017A due 2077

Senior Notes
1.000% Series 2016A duc 2022
1.850% Series 2016B due 2026

Title of each class

Preferred stock, cumulative, $160 par value
4.20% Series 4.60% Series
4.52% Series 4.64% Series

(1) AtDecember 31, 2018.

Registrant

The Seuthern Company

Alabama Power Company

Georgia Power Company

Southern Power Company

Securities registered pursuant to
Section 12(g) of the Act:(!)

Registrant

Alabama Power Company
4.72% Series
4.92% Series

https:/www.sec.gov/Archives/edgar/data/3153/000009212219000006/s010-k12312018.htm
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Financial Statements

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Registrant Yes No
The Southcrn Company X
Alabama Power Company X
Georgia Power Company X
Mississippi Power Company X
Southern Power Company X
Southcrn Company Gas X

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No (xI
(Response applicable to all registrants.)

Indicate by check mark whether the registrants (1) have filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrants were required to file such
reports), and (2) have been subject to such filing requirements for the past 90 days. Yes X No O

Indicate by check mark whether the registrants have submitted electronically every Interactive Data File required to be submitted
pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrants were required to
submit such files). Yes X] No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not
be contained, to the best of registrants' knowledge, in definitive proxy or information statements incorporated by reference in Part III of
this Form 10-K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting
company, or an emerging growth company. See the definitions of "large accelerated filer,” "accelerated filer," "smaller reporting
company," and "emerging growth company"” in Rule 12b-2 of the Exchange Act.

Large Smaller Emerging
Accelerated | Accelerated | Non-accelerated | Reporting Growth
Registrant Filer Filer Filer Company Company
‘The Southern Company X
Alabama Power Company X
Georgia Power Company X
Mississippi Power Company X
Southern Power Company X
Southern Company Gas X

If an emcerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No
(Response applicable to all registrants.)

hitps/iwww.sec.gov/Archives/edgar/data/3153/000009212213000006/s010-k12312018.htm 4/819
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Aggregate market value of The Southern Company's common stock held by non-affiliates of The Southern Company at June 29, 2018:
$47.0 billion. A1l of the common stock of the other registraats is held by The Southern Company. A description of each registrant's

common stock follows:

Description of Shares Outstanding at

Registrant Common Stock January 31, 2019

The Southern Company Par Value $5 Pcr Share 1,034,564,279
Alabama Power Company Par Value $40 Per Share 30,537,500
Georgia Power Company Without Par Value 9,261,500
Mississippi Power Company Without Par Value 1,121,000
Southern Power Company Par Value $0.01 Per Share 1,000
Southern Company Gas Par Value $0.01 Per Share 100

Documents incorporatcd by reference: specified portions of The Southern Company's Definitive Proxy Statement on Schedule 14A
relating to the 2019 Annual Meeting of Stockholders are incorporated by reference into PART III. In addition, specified portions of the
Definitive Infortation Statement on Schedule 14C of Alabama Power Company relating to its 2019 Annual Meeting of Shareholders

are incorporated by reference into PART III.

Each of Georgia Power Company, Mississippi Power Company, Southern Power Company, and Southern Company Gas meets the
conditions set forth in General Instructions I(1)(a) and (b) of Form 10-K and is therefore filing this Form 10-K with the reduced
disclosure format specified in General Instructions 1(2)(b), (c), and (d) of Form 10-K.

This combined Form 10-K is separately filed by The Southern Company, Alabama Powcr Company, Georgia Power Company,
Mississippi Power Company, Southern Power Company, and Southern Company Gas. Information contained herein relating to any
individual company is filed by such company on its own behalf. Each company makes no representation as to information relating to

the other companies.

https:/www.sec.gov/Archives/edgar/data/3153/000009212219000006/s010-k12312018 .htm 5/819
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When used in this Form 10-K, the following terms will have the meanings indicated.

Term
2013 ARP

AFUDC

Alabama Power
AMEA

AOCI

ARO

ASC

ASU

Atlanta Gas Light
Atlantic Coast Pipcline

Bcef
Bechtel

Bechtel Agreement
CCR

CCR Rule
Chattanooga Gas
Clean Air Act

COz

COoD

Contractor Settlement
Agreement

Cooperative Energy
CPCN
Customer Refunds

CwWIP
Dalton

Dalton Pipeline

DOE
Duke Energy Florida

EBIT

ECM

ECO Plan

Eligible Project Costs

EMC
EPA
EPC Contractor

Document

Table of Contents Index to |

DEFINITIONS i

Meaning

Alternative Rate Plan approved by the Georgia PSC in 2013 for Georgia Power for the years 2014
through 2016 and subsequently extended through 2019

Allowarnce for funds used during construction

Alabama Power Company

Alabama Municipal Electric Authority

Accumulated other comprehensive income

Asset retirement obligation

Accounting Standards Codification

Accounting Standards Update

Atlanta Gas Light Company, a wholly-owned subsidiary of Southern Company Gas

Atlantic Coast Pipeline, LLC, a joint venture to construct and opcrate a natural gas pipeline in which
Southern Company Gas has a 5% ownership interest

Billion cubic feet

Bechtel Power Corporation, the primary contractor for the remaining construction activities for Plant
Vogtle Units 3 and 4

The October 23, 2017 construction completion agreement between the Vogtle Owners and Bechtel
Coal combustion residuals

Disposal of Coal Combustion Residuals from Electric Utilities final rule published by the EPA in 2015
Chattanooga Gas Company, a wholly-owned subsidiary of Southern Company Gas

Clean Air Act Amendments of 1990

Carbon dioxide

Commercial operation date

The December 31, 2015 agreement between Westinghouse and the Vogtle Owners resolving disputes
between the Vogtle Owners and the EPC Contractor under the Vogtle 3 and 4 Agreement

Electric cooperative in Mississippi
Certificate of public convenience and necessity

Refunds issued to Georgia Power customers in 2018 as ordered by the Georgia PSC related to the
Guarantee Settlement Agreement

Construction work in progress

City of Dalton, Georgia, an incorporatcd municipality in the State of Georgia, acting by and through its
Board of Water, Light, and Sinking Fund Commissioners

A pipeline facility in Georgia in which Southern Company Gas has a 50% undivided ownership
interest

U.S. Department of Energy
Duke Energy Florida, LLC

Eamings before interest and taxes
Mississippi Power's energy cost management clause
Mississippi Power's environmental compliance overview plan

Certain costs of construction relating to Plant Vogtle Units 3 and 4 that are eligible for financing under
the loan guarantee program cstablished under Title XVII of the Encrgy Policy Act of 2005

Electric membership corporation
U.S. Environmental Protection Agency

Westinghouse and its affiliate, WECTEC Global Project Services Inc.; the former engineering,
procurement, and construction contractor for Plant Vogtle Units 3 and 4

hitps:/iwww.sec.gov/Archives/edgar/data/3153/000009212219000006/s010-k12312018.htm 71819
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FASB

FERC

FFB

Fitch

FMPA

GAAP
Georgia Power

Georgia Power 2019 Base
Rate Case

Georgia Power Tax Reform
Settlement Agreement

GHG

Guarantce Sctticment
Apgreement

Gulf Power
Heating Degree Days

Heating Season

HLBV

Horizon Pipeline
IBEW

IGCC

11C
Illinois Commission

Interim Assessment
Agrecment

Internal Revenue Code
IPP
IRP
IRS
ITAAC
ITC
JEA
KUA
Kw
KWH
LIBOR
LIFO
LNG

Loan Guarantee Agreement

Document
Table of Contents Index to
DEFINITIONS
(continued)

Meaning

Financial Accounting Standards Board

Federal Energy Regulatory Commission

Federal Financing Bank

Fitch Ratings, Inc,

Florida Municipal Power Agency

U.S. generally accepted accounting principles

Georgia Powcr Company

Georgia Power's base rate case scheduled to be filed by July 1, 2019

A settlement agreement between Georgia Power and the staff of the Georgia PSC regarding the retail
rate impact of the Tax Reform Legislation, as approved by the Georgia PSC on April 3, 2018
Greenhouse gas

The Junc 9, 2017 settlement agreement between the Vogtle Owners and Toshiba related to certain
payment obligations of the EPC Contractor guaranteed by Toshiba

Gulf Power Company

A measure of weather, calculated when the average daily temperatures are less than 65 degrees
Fahrenheit

The period from November through March when Southern Company Gas' natural gas usage and
operating revenues are generally higher

Hypothetical liquidation at book value
Horizon Pipeline Company, LLC
Intcrnational Brotherkood of Electrical Workers

Integrated coal gasification combined cycle, the technology originally approved for Mississippi
Power's Kemper County energy facility (Plant Ratcliffe)

Intercompany Interchange Contract
Illinois Commerce Commission

Agreement entered into by the Vogtle Owners and the EPC Contractor to allow construction to
continue after thc EPC Contractor's bankruptcy filing

Intcrnal Revenue Code of 1986, as amended
Independent Power Producer

Integrated Resource Plan

Internal Revenue Service

Inspections, Tests, Analyses, and Acceptance Criteria, standards established by the NRC
Investment tax credit

Jacksonville Elcctric Authority

Kissimmee Utility Authority

Kilowatt

Kilowatt-hour

London Interbank Offered Rate

Last-in, first-out

Liquefied natural gas

Loan guarantee agreement entered into by Georgia Power with the DOE in 2014, under which the
proceeds of borrowings may be used to reimburse Georgia Power for Eligible Project Costs incurred in
conncction with its construction of Plant Vogtle Units 3 and 4

https://www.sec.gov/Archives/edgar/data/3153/0000092122138000008/s010-k12312018.htm 9/819
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LocoM Lower of weighted average cost or current market price
LTSA Long-term service agreement
Marketers Marketers selling retail natural gas in Georgia and certificated by the Georgia PSC

iii
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Term
MEAG
Merger

MGP

Maississippi Power
mmBtu

Moody's

MPUS

MRA

MW

MWH

natural gas distribution
utilitics

NCCR

NDR

NextEra Energy
Nicor Gas

NOx

NRC

NYMEX
NYSE

OCI

OPC

OTC

oucC

PATH Act
PennEast Pipeline

PEP
Piedmont

Pivotal Home Solutions

Pivotal Utility Holdings

power pool

PowerSecure
PowerSouth
PPA

PRP

Document
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DEFINITIONS
(continued)

Meaning

Municipal Electric Authority of Georgia

The merger, effective July 1, 2016, of a wholly-owned, direct subsidiary of Southern Company with
and into Southern Company Gas, with Southern Company Gas continuing as the surviving corporation
Manufactured gas plant

Maississippi Power Company

Million British thermal units

Moody's Investors Service, Inc.

Mississippi Public Utilities Staff

Municipal and Rural Associations

Mcgawatt

Megawatt hour

Southern Company Gas' natural gas distribution utilities (Nicor Gas, Atlanta Gas Light, Virginia
Natural Gas, Elizabethtown Gas, Florida City Gas, Chattanooga Gas, and Elkton Gas as of June 30,
2018) (Nicor Gas, Atlanta Gas Light, Virginia Natural Gas, and Chattanooga Gas as of July 29, 2018)
Georgia Power's Nuclear Construction Cost Recovery

Alabama Power's Natural Disaster Reserve

NextEra Energy, Inc.

Northemn Illinois Gas Company, a wholly-owned subsidiary of Southern Company Gas

Nitrogen oxide

U.S. Nuclear Regulatory Commission

New York Mercantile Exchange, Inc.

New York Stock Exchange

Other comprehensive income

Oglethorpe Power Corporation (an Electric Membership Corporation)

Over-the-counter

Orlando Utilitics Commission

Protecting Americans from Tax Hikes Act

PennEast Pipeline Company, LLC, a joint venture to construct and operate a natural gas pipeline in
which Southern Company Gas has a 20% ownership interest

Mississippi Power's Performance Evaluation Plan

Piedmont Natural Gas Company, Inc.

Nicor Energy Services Company, until June 4, 2018 a wholly-owned subsidiary of Southem Company
Gas, doing business as Pivotal Home Solutions

Pivotal Utility Holdings, Inc., until July 29, 2018 a wholly-owned subsidiary of Southern Company
Gas, doing busincss as Elizabethtown Gas (until July 1, 2018), Elkton Gas (until July 1, 2018), and
Florida City Gas

The operating arrangement whereby the integrated generating resources of the traditional electric
operating companies and Southern Power (excluding subsidiaries) are subject to joint commitment and
dispatch in order to serve their combined load obligations

PowerSecure Inc.
PowerSouth Energy Cooperative

Power purchase agreements, as well as, for Southern Power, contracts for differences that provide the
owner of a renewable facility a certain fixed price for the electricity sold to the grid

Pipeline Replacement Program, Atlanta Gas Light's 15-year infrastructure replacement program, which

https:/iwww.sec.gov/Archives/edgar/data/3153/000009212218000006/s010-k12312018.htm 11/819
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ended in December 2013
PSC Public Service Commission
PTC Production tax credit

iv
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Term

Rate CNP

Rate CNP Compliance
Rate CNP PPA

Ratec ECR

Rate NDR

Rate RSE

registrants

revenue from contracts with
custorners

ROE

RUS

S&P

SCs

SEC

SEGCO

SEPA

Sequent

SERC

SNG

SO2

Southern Company
Southern Company Gas
Southern Company Gas
Capital

Southem Company Gas
Dispositions

Southern Company system

Southern Holdings
Southern Linc
Southern Nuclear
Southern Power
SouthStar

SP Solar

SP Wind

SRR

STRIDE

Subsidiary Registrants
Tax Reform Legislation
Toshiba

Document
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DEFINITIONS
(continued)

Meaning

Alabama Power's Rate Certificated New Plant

Alabama Power's Rate Certificated New Plant Compliance

Alabama Power's Rate Certificated New Plant Power Purchase Agreement
Alabama Power's Ratc Energy Cost Recovery

Alabama Power's Rate Natural Disaster Reserve

Alabama Power's Rate Stabilization and Equalization

Southern Company, Alabama Power, Georgia Power, Mississippi Power, Southern Power Company,
and Southern Company Gas

Revenue from contracts accounted for under the guidance of ASC 606, Revenue from Contracts with
Customers

Return on equity

Rural Utilisies Service

S&P Global Ratings, a division of S&P Global Inc.
Southern Company Services, Inc. (the Southern Company system service company)
U.S. Sccurities and Exchange Commission
Southern Electric Generating Company
Southeastern Power Administration

Sequent Energy Management, L.P.

Southeastern Electric Reliability Council

Southern Natural Gas Company, L.L.C.

Sulfur dioxide

The Southern Company

Southern Company Gas and its subsidiaries

Southern Company Gas Capital Corporation, a 100%-owned subsidiary of Southem Company Gas

Southern Company Gas' disposition of Pivotal Home Solutions, Pivotal Utility Holdings' disposition of
Elizabethtown Gas and Elkton Gas, and NUI Corporation's disposition of Pivotal Utility Holdings,
which primarily consisted of Florida City Gas

Southern Company, the traditional clectric operating companies, Southern Power, Southem Company
Gas (as of July 1, 2016), SEGCO, Southem Nuclear, SCS, Southern Linc, PowerSecure (as of May 9,
2016), and other subsidiarics

Southern Company Holdings, Inc.

Southern Communications Services, Inc.

Southern Nuclear Operating Company, Inc.

Southem Power Company and its subsidiaries

SouthStar Energy Services, LLC

SP Solar Holdings I, LP

SP Wind Holdings II, LLC

Mississippi Power's System Restoration Rider, a tariff for retail property damage reserve
Atlanta Gas Light's Strategic Infrastructure Development and Enhancement program
Alabama Power, Georgia Power, Mississippi Power, Southern Power, and Southern Company Gas
The Tax Cuts and Jobs Act, which became effective on January 1,2018

Toshiba Corporation, parent company of Westinghouse

https:/iwww.sec.gov/Archives/edgar/data/3153/000009212219000006/5010-k12312018.htm 13/819



2/14/2020 Document

traditional electric operating  Alabama Power, Georgia Power, Gulf Power, and Mississippi Power through December 31, 2018;
companies Alabama Power, Georgia Power, and Mississippi Power as of January 1, 2019

Triton Triton Container Investments, LLC
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VCM

VIE

Virginia Commission
Virginia Natural Gas
Vogtle 3 and 4 Agreement

Vogtle Owners
Vogtle Services Agreement

WACOG
Westinghouse

Document
Table of Contents Index to
DEFINITIONS
(continued)

Meaning

Vogtle Construction Monitoring

Variable interest entity

Virginia State Corporation Commission

Virginia Natural Gas, Inc., a wholly-owned subsidiary of Southern Company Gas

Agreement entered into with the EPC Contractor in 2008 by Georgia Power, acting for itself and as
agent for the Vogtle Owners, and rejected in bankruptcy in July 2017, pursuant to which the EPC
Contractor agreed to design, engineer, procure, construct, and test Plant Vogtle Units 3 and 4

Georgia Power, Oglethorpe Power Corporation, MEAG, and Dalton

The June 9, 2017 services agrcement between the Vogtle Owners and the EPC Contractor, as amended
and restated on July 20, 2017, for the EPC Contractor to transition construction management of Plant
Vogtle Units 3 and 4 to Southern Nuclear and to provide ongoing design, engineering, and procurement
services to Southerm Nuclear

Weighted average cost of gas
Westinghouse Electric Company LLC

vi
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This Annual Report on Form 10-K contains forward-looking statements. Forward-looking statements include, among other things,
statements conceming regulated rates, the strategic goals for the business, customer and sales growth, economic conditions, fuel and
environmental cost recovery and other rate actions, projected equity ratios, current and proposcd environmental regulations and related
compliance plans and estimated expenditures, pending or potential litigation matters, access to sources of capital, projections for the
qualified pension plans, postretirement benefit plans, and nuclear decommissioning trust fund contributions, financing activities,
completion dates of construction projects, completion of announced dispositions, filings with state and federal regulatory authorities,
federal and state incorne tax benefits, estimated sales and purchases under power sale and purchase agreements, and estimated
construction plans and expenditures. In some cases, forward-looking statements can be identified by terminology such as "may," "will,"
"could,” "would," "should,” "expects," "plans,” "anticipates," "believes,” "estimates," "projects,” "predicts," "potential," or "continue"
or the negative of these terms or other similar terminology. There are various factors that could cause actual results to differ matcrially
from those suggested by the forward-looking statements; accordingly, there can be no assurance that such indicated results will be
realized. These factors include:

. the impact of recent and future federal and state regulatory changes, including environmental laws and regulations, and also
changes in tax (including the Tax Reform Legislation) and other laws and regulations to which Southem Company and its
subsidiarics are subjcct, as well as changes in application of existing laws and rcgulations;

. the extent and timing of costs and liabilities to comply with federal and state laws, regulations, aud legal requirements related to
CCR, including amounts for required closure of ash ponds and ground water monitoring;

. current and future litigation or rcgulatory investigations, proccedings, or inquirics, including litigation and other disputes related
to the Kemper County energy facility;

. the effects, extent, and timing of the entry of additional competition in the markets in which Southern Company's subsidiaries
operate, including from the development and deployment of alternative energy sources;

. variations in demand for electricity and natural gas;

- available sources and costs of natural gas and other fuels;

. the ability to complete necessary or desirable pipeline expansion or infrastructure projects, limits on pipeline capacity, and
operational interruptions to natural gas distribution and transmission activities;

. transmission constraints;

. effects of inflation;

. the ability to control costs and avoid cost and schedule overruns during the development, construction, and operation of

facilities, including Plant Vogtle Units 3 and 4 which includes components based on new technology that only recently began
initial operation in the global nuclear industry at this scale, including changes in labor costs, availability, and productivity;
challenges with management of contractors, subcontractors, or vendors; adverse weather conditions; shortages, increased costs,
or inconsistent quality of equipment, materials, and labor; contractor or supplier delay; non-performance under construction,
operating, or other agreements; operational readiness, including specialized operator training and required site safety programs;
cngincering or design problems; design and other licensing-based compliance matters, including the timely resolution of ITAAC
and the related approvals by the NRC; challenges with start-up activities, including major equipment failurc and system
integration; and/or opcrational performance;

. the ability to construct facilities in accordance with the requirements of permits and licenses (including satisfaction of NRC
rcquirements), to satisfy any environmental performance standards and the requirements of tax credits and other incentives, and
to integrate facilities into the Southcrn Company system upon complction of construction;

. investment performance of the employee and retiree benefit plans and nuclear decommissioning trust funds;
. advances in technology;

. the ability to control opcrating and maintcnance costs;
. ongoing renewable energy partnerships and development agreements;

. state and federal rate regulations and the impact of pending and future rate cascs and ncgotiations, including rate actions relating
to ROE, equity ratios, and fucl and other cost recovery mechanisms;

vii
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION
(continued)

. the ability to successfully operate the electric utilities' generating, transmission, and distribution facilities and Southern
Company Gas' natural gas distribution and storage facilities and the successful performance of necessary corporate functions;

. legal proceedings and regulatory approvals and actions related to Plant Vogtle Units 3 and 4, including Georgia PSC approvals
and NRC actions;

. under certain specified circumstances, a decision by holders of morc than 10% of the ownership intercsts of Plant Vogtlc Units 3
and 4 not to proceed with construction and the ability of other Vogtle Owners to tender a portion of their ownership interests to
Georgia Power following certain construction cost increases;

. in the event Georgia Power becomes obligated to provide funding to MEAG with respect to the portion of MEAG's ownership
interest in Plant Vogtle Units 3 and 4 involving JEA, any inability of Georgia Power to receive repayment of such funding;

. the inherent risks involved in operating and constructing nuclear generating facilities;

. the inherent risks involved in transporting and storing natural gas;

. the performance of projects undertaken by the non-utility businesses and the success of efforts to invest in and develop new
opportunities;

. internal restructuring or other restructuring options that may be pursued;

. potential business strategies, including acquisitions or dispositions of assets or businesses, including the proposed disposition of
Plant Mankato, which cannot be assured to be completed or beneficial to Southern Company or its subsidiaries;

. the ability of counterparties of Southern Company and its subsidiaries to make payments as and when due and to perform as
required;

o the ability to obtain new short- and long-term contracts with wholesale customers;

. the direct or indirect effect on the Southern Company system's business resulting from cyber intrusion or physical attack and the
threat of physical attacks;

. interest rate fluctuations and financial market conditions and the results of financing efforts;

. access to capital markets and other financing sources;

. changes in Southern Company's and any of its subsidiaries’ credit ratings;

. the ability of Southern Company's electric utilities to obtain additional generating capacity (or sell excess generating capacity) at
competitive prices;

. catastrophic events such as fires, earthquakes, explosions, floods, tornadoes, hurricanes and other storms, droughts, pandemic
health events, or other similar occurrences;

. the direct or indirect effects on the Southern Company system's business resulting from incidents affecting the U.S. electric grid,
natural gas pipeline infrastructure, or operation of generating or storage resources;

. impairments of goodwill or long-lived assets;

. the effect of accounting pronouncements issued periodically by standard-setting bodies; and
. other factors discussed elsewhere herein and in other reports filed by the registrants from time to time with the SEC.

The registrants expressly disclaim any obligation to update any forward-looking statements.

viii
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PART 1
Item 1. BUSINESS

Southern Company was incorporated under the laws of Delaware on November 9, 1945. Southern Company owns all of the
outstanding common stock of Alabama Power, Georgia Power, and Mississippi Power, each of which is an operating public utility
company. The traditional electric opcrating companies supply elcctric service in the statcs of Alabama, Georgia, and Mississippi. More
particular information relating to each of the traditional electric operating companies is as follows:

Alabama Power is a corporation organized under the laws of the State of Alabama on November 10, 1927, by the consolidation of a
predecessor Alabama Power Company, Gulf Electric Company, and Houston Power Company. The predecessor Alabama Power
Company had been in continuous cxistence since its incorporation in 1906.

Georygia Power was incorporated under the laws of the State of Georgia on June 26, 1930.

Mississippi Power was incorporated under the laws of the State of Mississippi on July 12, 1972 and effective December 21, 1972,
by the merger into it of the predecessor Mississippi Power Company, succeeded to the business and properties of the latter

company. The predecessor Mississippi Power Company was incorporated under the laws of the State of Maine on November 24,
1924.

On January 1, 2019, Southern Company completed its sale of Gulf Power to NextEra Energy for an aggregate cash purchase price of
approximately $5.8 billion (less $1.3 billion of indebtedness assumed), subject to customary working capital adjustments. Gulf Power
is an electric utility serving retail customers in the northwestem portion of Florida. See Note 15 to the financial statements under
“Southern Company's Sale of Gulf Power" in Item 8 herein for additional information.

In addition, Southern Company owns all of the common stock of Southern Power Company, which is also an operating public utility
company. The term "Southern Power" when used herein refers to Southern Power Company and its subsidiaries, while the term
"Southern Power Company" when used herein refers only to the Southern Power parent company. Southern Power develops,
constructs, acquires, owns, and manages power generation assets, including renewable energy projects, and sells electricity at market-
based rates in the wholesale market. Southern Power Company is a corporation organized under the laws of Delaware on January 8,
2001. On May 22, 2018, Southern Power sold a noncontrolling 33% equity interest in SP Solar, a limitcd partnership indirectly owning
substantially all of Southern Power's solar facilities, for approximately $1.2 billion and, on December 11, 2018, Southern Power sold a
noncontrolling tax equity interest in SP Wind, a holding company owning a portfolio of eight operating wind facilities, for
approximately $1.2 billion. Southern Power also sold all of its equity interests in Plant Oleander and Plant Stanton Unit A (together, the
Florida Plants) to NextEra Energy on December 4, 2018 for $203 million. On November 5, 2018, Southern Power entered into an
agreement to sell all of its equity interests in Plant Mankato (including thc 385-MW cxpansion currcotly under construction) for
approximately $650 million. The transaction is subject to FERC and state commission approvals and is expected to close mid-2019.
‘The ultimate outcome of this matter cannot be determined at this time. See "The Southem Company System — Southern Power" herein
and Note 15 to the financial statements in Item 8 herein for additional information.

Southem Company acquircd all of the common stock of Southern Company (Gas in July 2016. Southern Company Gas is an energy
services holding company whose primary business is the distribution of natural gas in four states - Illinois, Georgia, Virginia, and
Tennessee - through the natural gas distribution utilities. Southern Company Gas is also involved in several other businesses that arc
complementary to the distribution of natural gas. Southern Company Gas was incorporated under the laws of the State of Georgia on
November 27, 1995 for the primary purpose of becoming the holding company for Atlanta Gas Light, which was founded in 1856. In
July 2018, Southern Company Gas completed sales of three of its natural gas distribution utilities (Elizabethtown Gas, Florida City
Gas, and Elkton Gas). In June 2018, Southern Company Gas also completed the sale of Pivotal Home Solutions, which provided home
cquipment protcction products and scrvices. Sce "The Southern Company System ~ Southern Company Gas" herein and Note 15 to the
financial statements in Item 8 herein for additional information,

Soutbern Company also owns all of the outstanding common stock or membership interests of SCS, Southern Linc, Southern Holdings,
Southern Nuclear, PowerSecure, and other direct and indirect subsidiaries. SCS, the system service company, has contracted with
Southern Company, each traditional electric operating company, Southern Power, Southern Company Gas, Southern Nuclear, SEGCO,
and other subsidiaries to fumish, at direct or allocated cost and upon request, the following services: general executive and advisory,
general and design cngineering, operations, purchasing, accounting, finance, treasury, legal, tax, information technology, marketing,
auditing, insurance and pension administration, human resources, systems and procedures, digital wireless communications, cellular
tower space, and other services with respect to business and operations, construction management, and power pool transactions.
Southern Linc provides digital wireless comrnunications for use by Southern Company and its subsidiary companies and also markets
these services to the public and provides fiber optics services within the Southeast. Southern Holdings is an intermediate holding

company subsidiary, primarily for Southern Company's investments in leveraged leases and energy-related funds and companies, and
for other electric and natural gas products and
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services. Southern Nuclear operates and provides services to the Southern Company system's nuclear power plants and is currently
managing construction of and developing Plant Vogtle Units 3 and 4, which are co-owned by Georgia Power. PowerSecure is a
provider of energy solutions, including distributed energy infrastructure, energy efficiency products and services, and utility
infrastructure services, to customers.

Alabama Power and Georgia Power each own 50% of the outstanding common stock of SEGCO. SEGCO is an operating public utility
company that owns electric generating units with an aggregate capacity of 1,020 MWs at Plant Gaston on the Coosa River near
Wilsonville, Alabamna. Alabama Power and Georgia Power are each entitled to one-half of SEGCO's capacity and energy. Alabama

Power acts as SEGCO's agent in the operation of SEGCO's units and furnishes fuel to SEGCO for its units. See Note 7 to the financial
statements in Item 8 hercin for additional information.

Segment information for Southern Company and Southern Company Gas is included in Note 16 to the financial statements in Item 8
herein.

The registrants' Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments
to those reports are made available on Southern Company's website, free of charge, as soon as reasonably practicable after such
material is electronically filed with or furnished to the SEC. Southern Company's internet address is www.southerncompany.com.

The Southern Company System

Traditional Electric Operating Companies

The traditional electric operating companies are vertically integrated utilities that own generation, transmission, and distribution
facilities. Sec PROPERTIES in Item 2 herein for additional information on the traditional electric operating companies' generating
facilities. Each company’s transmission facilities are connected to the respective company's own generating plants and other sources of
power (including certain generating plants owned by Southern Power) and are interconnected with the transmission facilities of the
other traditional electric operating companies and SEGCO. For information on the State of Georgia's integrated transmission system,
see "Terntory Served by the Southern Company System — Traditional Electric Operating Companies and Southern Power" herein,

Agreements in effect with principal neighboring utility systems provide for capacity and energy transactions that may be entered into
from time to time for reasons related to reliability or economics. Additionally, the traditional electric operating companies have entered
into various reliability agreements with certain neighboring utilities, each of which provides for the establishment and periodic review
of principles and procedures for planning and operation of generation and transmission facilities, maintenance schedules, load retention
programs, emergency operations, and other matters affecting the reliability of bulk power supply. The traditional electric operating
companies have joined with other utilities in the Southeast to form the SERC to augment further the reliability and adequacy of bulk

power supply. Through the SERC, the traditional electric operating companies are represented on the North American Electric
Reliability Council.

The utility assets of the traditional electric operating companies and certain utility assets of Southern Power Company are operated as a
single integrated electric system, or power pool, pursuant to the IIC. Activities under the IIC are administered by SCS, which acts as
agent for the traditional electric operating companies and Southern Power Company. The fundamental purpose of the power pool is to
provide for the coordinated operation of the electric facilities in an effort to achieve the maximum possible economies consistent with
the highest practicable reliability of service. Subject to service rcquirements and other operating limitations, system resources are
committed and controlled through the application of centralized economic dispatch. Under the IIC, each traditional electric operating
company and Southern Power Company retains its lowest cost energy resources for the benefit of its own customers and delivers any
excess energy to the power pool for use in serving customers of other traditional electric operating companies or Southern Power
Company or for sale by the power pool to third parties. The IIC provides for the recovery of specified costs associated with the
affiliated operations thereunder, as well as the proportionate sharing of costs and revenues resuiting from power pool transactions with
third parties. In connection with the sale of Gulf Power, an appendix was added to the IIC setting forth terms and conditions governing
Gulf Power's continued participation in the IIC for a defined transition period that, subject to certain potential adjustments, is scheduled
to end on January 1, 2024.

Southern Power and Southemn Linc have secured from the traditional electric operating companies certain services which are furnished
in compliance with FERC regulations.

Alabama Power and Georgia Power each have agreements with Southern Nuclear to operate the Southem Company system's existing
nuclear plants, Plants Farley, Hatch, and Vogtle. In addition, Georgia Power has an agreement with Southern Nuclear to develop,
license, construct, and operate Plant Vogtle Units 3 and 4. See "Regulation — Nuclear Regulation” herein for additional information.

I-2
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Southern Power

Southern Power develops, constructs, acquires, owns, and manages power generation assets, including renewable energy facilities, and
sells electricity at market-based rates (under authority from the FERC) in the wholesale market. Southecrn Power continually seeks
opportunities to execute its strategy to create value through various transactions including acquisitions, dispositions, and sales of
partnership interests, development and construction of new generating facilities, and entry into PPAs primarily with investor-owned
utilities, [PPs, municipalities, clectric cooperatives, and other load-serving entities, as well as commercial and industrial customers.
Southern Power's business aclivities are not subject to traditional state regulation like the traditional electric operating companies, but
the majority of its business activities are subject to regulation by the FERC. Southern Power has attcmpted to insulate itself from
significant fuel supply, fuel transportation, and electric transmission risks by generally making such risks the responsibility of the
counterparties to its PPAs. However, Southern Power’s future earnings will depend on the parameters of the wholesale market and the
efficient operation of its wholesale generating assets, as well as Southern Power's ability to execute its growth strategy and to develop
and construct generating facilities. For additional information on Southern Power’s business activitics, see MANAGEMENT'S
DISCUSSION AND ANALYSIS — OVERVIEW - "Business Activities” of Southern Power in Item 7 herein.

Southern Power Company directly owns and manages generation assets primarily in the Southeast, which are included in the power
pool, and has various subsidiaries, which were created to own and operate natural gas and renewable generation facilities either wholly
or in partnership with various third parties. At December 31, 2018, Southern Power's generation fleet, which is owned in part with its
various partners, totaled 11,888 MWs of nameplate capacity in commercial operation (including 4,508 MW's of nameplate capacity
owned by its subsidiaries and including Plant Mankato, which is classified as held for sale in the financial statements). In addition,
Southern Power Company has other subsidiarics that are pursuing additional natural gas generation and other renewable generation
development opportunities. The generation assets of Southern Power Company's subsidiaries are not included in the power pool.

On May 22, 2018, Southem Power sold a noncontrolling 33% equity interest in SP Solar, a limited partnership indirectly owning
substantially all of Southern Power's solar facilities. On December 11, 2018, Southern Power sold a noncontrolling tax equity interest
in SP Wind, a holding company which owns a portfolio of cight opcrating wind farms.

In addition, on December 4, 2018, Southern Power sold all of its equity interests in the Florida Plants and, in November 2018, entered
into an agreement to scll Plant Mankato. The completion of the disposition of Plant Mankato is subject to the expansion unit reaching
commercial operation as well as various other customary conditions to closing, including FERC and state commission approvals, and is
expected to closc mid-2019. The ultimate outcome of this matter cannot be determined at this time.

A majority of Southern Power's partnerships in renewable facilities allow for the sharing of cash distributions and tax benefits at
differing percentages, with Southern Power being the controlling member and thus consolidating the assets and operations of the
partnerships. At December 31, 2018, Southern Power has three tax-equity partnership arrangements where the tax-equity investors
receive substantially all of the tax benefits, including ITCs and PTCs. In addition, Southern Power holds controlling intcrests in eight
partnerships in solar facilities through SP Solar. For seven of these solar partnerships, Southern Power aod its new 33% partuner, Global
Atlantic, are entitled to 51% of all cash distributions and the respective partner that holds the Class B membership interests is entitled
to 49% of all cash distributions. For the Desert Stateline partnership, Southern Power and Global Atlantic are entitled to 66% of all
cash distributions and the Class B member is entitled to 34% of all cash distributions. In addition, Southcrn Power and Global Atlantic
are entitled to substantially all of the federal tax benefits with respect to these eight partnership entities. Finally, for the Roserock
partnership, Southern Power is entitled to 51% of all cash distributions and substantially all of the federal tax benefits, with the Class B
member entitled to 49% of all cash distributions.

See PROPERTIES in Item 2 herein and Note 15 to the financial statements under "Southern Power" in Item 8 hercin for additional
information regarding Southern Power's acquisitions, dispositions, construction, and development projects.

Southern Power calculates an investment coverage ratio for its generating assets based on the ratio of investment under contract to total
investment using the respective generation facilities' net book value (or expected in-service value for facilities under construction or
being acquired) as the investment amount. With the inclusion of investments associated with the wind and natural gas facilities
currently under construction, as well as other capacity and energy contracts, Southern Power has an average investment coverage ratio,
at December 31, 2018, of 93% through 2023 and 91% through 2028, with an average remaining contract duration of approximately 14
years (including Plant Mankato, which is classified as held for sale in the financial statements).

Southern Power's natural gas and biomass sales are primarily through long-term PPAs that consist of two types of agreements. The first
type, referred to as a unit or block sale, is a customer purchase from a dedicated plant unit where all or a portion of the generation from
that unit is reserved for that customer. Southern Power typically has the ability to serve the unit or block sale customer from an
alternate resource. The sccond type, referred to as requirements service, provides that Southern Power serves

13
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the customer's capacity and energy requircments from a combination of the customer's own gencrating units and from Southern Power
resources not dedicated to serve unit or block sales. Southern Power has rights to purchase power provided by the requirements
customers' resources when economically viable. Capacity charges that form part of the PPA payments are designed to recover fixed and
variable operations and maintenance costs based on dollars-per-kilowatt year and to provide a return on investment.

Southern Power's electricity sales from solar and wind generating facilities are predominantly through long-term PPAs; however, these
solar and wind PPAs do not have a capacity charge and customers either purchase the energy output of a dedicated renewable facility
through an energy charge or provide Southern Power a certain fixed price for the electricity sold to the grid. As a result, Southern

Power’s ability to recover fixed and variable operations and maintenance expenses is dependent upon the level of energy generated

from these facilities, which can be impacted by weather conditions, equipment performance, transmission constraints, and other

factors.

The following tables set forth Southern Power's PPAs as of December 31, 2018:

Block Sales PPAs

Facility/Source
Addison Units 1 and 3
Addison Unit 2

Addison Unit 4
Cleveland County Unit 1

Cleveland County Unit 2
Cleveland County Unit 3
Dahlberg Units 1, 3, and 5
Dahlberg Units 2, 6, 8, and 10
Dahlberg Unit 4
Franklin Unit 1

Franklin Unit 2

Franklin Unit 2

Franklin Unit 2

Fraaklin Unit 2

Franklin Unit 3

Franklin Unit 3

Franklin Unit 3

Harris Unit 1

Harris Unit 2

Harris Unit 2

Mankato®)

Mankato®

Nacogdoches

NCEMC PPA®)

Rowan CT Unit 1
Rowan CT Units 2 and 3
Rowan CT Unit 3
Rowan CC Unit 4

Counterparty
Georgia Power
MEAG Power
Georgia Energy Cooperative

North Carolina EMC (NCEMC)
NCEMC

North Carolina Municipal Power Agency 1
Cobb EMC

Georgia Power

Georgia Power

Duke Energy Florida

Morgan Stanley Capital Group
Jackson EMC

GreyStone Power Corporation
Cobb EMC

Morgan Stanley Capital Group
Dalton

Dalton

Georgia Power

Gcorgia Power

AMEA®

Northern States Power Company
Northeru States Power Company
City of Austin, Texas
EnergyUnited

North Carolina Municipal Power Agency 1
EncrgyUnited

EnergyUnited

EnergyUnited

14

MWws()
297
149
146

50-180

183
183
224
298

74

434
250
60-65
35

100
200-300
70

16

640
657

25

375
345
100
100
150
100-175
113
23-328

Contract Term
through May 2030
through April 2029
through May 2030
through Dec. 2036

through Dec. 2036
through Dec. 2031
through Dec. 2027
through May 2025
through May 2030
through May 2021
through Dec. 2025
through Dec. 2035
through Dec. 2035
through Dec. 2027
through Dec. 2033
through Dec. 2027
through Dec. 2019
through May 2030
through May 2019
through Dec. 2025
through July 2026
June 2019 — May 20394
through May 2032
through Dec. 2021
through Dec. 2030
Jan. 2022 — Dec. 2025
through Dec. 2023
through Dec. 2025

hitps://www.sec.gov/Archives/edgar/data/3153/000009212213000006/s010-k12312018.htm

22/819



2/14/2020

Einancial Statements

Document

Table of Contents

Block Sales PPAs (continued)

Facility/Source

Rowan CC Unit 4
Rowan CC Unit 4

Waansley Unit 6
Wansley Unit 7

Counterparty Mws()
Duke Energy Progress, LLC 150
Macquarie 150-250
Century Aluminum 158
JEA® 200

Index to

Contract Term
through Dec. 2019
Jan. 2019 — Nov. 2020
Jan. 2019 -- Dec. 2020
through Dec. 2019

(1) The MWs and related facility units may change due to unit rating changes or assignment of uaits to contracts.

(2) AMEA will also be served by Plant Franklin Unit 1 through December 2019.

(3) On November 5, 2018, Southern Power entered into an agreement with Northern States Power to sell all of its equity interests in
Plant Mankato (including the 385-MW expansion currently under construction). The ultimate outcome of this matter cannot be
determined at this time. See Note 15 to the financial statements under "Southern Power — Sales of Natural Gas Plants" in Item 8
herein for additional information.

(4) Subject to commercial operation of the 385-MW expansion project.

(5) Represents salc of power purchased from NCEMC under a PPA.

(6) JEA will also be served by Plant Wansley Unit 6 during 2019.

Requirements Services PPAs

Counterparty MWs)
Nine Georgia EMCs 294-376
Sawnce EMC 267-639
Cobb EMC 0-145
Flint EMC 135-194
Dalton 53-92
EnergyUnited 78-159
City of Blountstown, Florida 10
(1) Represents forccasted incremental capacity necds over the contract term.,

Solar/Wind PPAs

Facility Counterparty

Solar®

Adobe Southern Califernia Edison Company

Apex Nevada Power Company

Boulder 1 Nevada Power Company

Butler Georgia Power

Butler Solar Farm Georgia Power

Calipatria San Diego Gas & Electric Company

Campo Verde San Diego Gas & Electric Company

Cimarron Tri-State Generation and Transmission Association, Inc.
Decatur County Georgia Power

Decatur Parkway Georgia Power

Desert Stateline Southern California Edison Company

East Pecos Austin Energy

Garland A Southern California Edison Company

Garland Southern California Edison Company

Gaskell West 1 Southern California Edison Company

Granville Duke Energy Progress, LLC

Henrietta Pacific Gas & Electric Company®)
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Contract Term
through Dec. 2024
through Dec. 2027
through Dec. 2027
through Dec. 2024
through Dec. 2027
through Dec. 2025
through April 2022

MWws()

20
20
100
100
20
20
139
30
19
80
300
119
20
180
20

100

Contract Term

through June 2034
through Dec. 2037
through Dec. 2036
through Dec. 2046
through Feb. 2036
through Feb. 2036
through Oct. 2033
through Dec. 2035
through Dec. 2035
through Dec. 2040
through Sept. 2036
through April 2032
through Sept. 2036
through Oct. 2031
through March 2038
through Oct. 2032
through Sept. 2036
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Solar/Wind PPAs (continued)

Facility
Lamesa
Lost Hills Blackwell

Macho Springs
Morelos

North Star
Pawpaw
Roserock
Rutherford
Sandhills
Sandhills
Sandhills
Sandhills
Spectrum
Tranquillity
Tranquillity
Wind®

Bethel

Cactus Flats
Cactus Flats
Graut Plains
Grant Plains
Grant Plains
Grant Wind
Grant Wind
Grant Wind
Kay Wind
Kay Wind
Passadurmkeag
Reading®
Salt Fork Wind
Salt Fork Wind
Tyler Bluff Wind
Wake Wind
Wake Wind
Wildhorse(®

Table of Contents
Counterparty MWws(®)
City of Garland, Texas 102
99% to Pacific Gas & Electric Company!) and 1% to City of 32
Roseville, California
El Paso Electric Company 50
Pacific Gas & Electric Company®) 15
Pacific Gas & Electric Company(®) 60
Georgia Power 30
Austin Energy 157
Duke Energy Carolinas, LLC 75
Cobb EMC 111
Flint EMC 15
Sawnee EMC 15
Middle Georgia and Irwin EMC 2
Nevada Powcr Company 30
Shell Energy North America (US), LP 204
Southemn California Edison Company 204
Google Inc. 225
General Mills, Inc. 98
General Motors Company 50
Oklahoma Municipal Power Authority 4]
Steelcase Inc. 25
Allianz Risk Transfer (Bermuda) Ltd. 81-122
East Texas Electric Cooperative 50
Northeast Texas Electric Cooperative 50
Western Farmers Electric Cooperative 50
Westar Energy Inc. 200
Grand River Dam Authority 99
Western Massachusetts Electric Company 40
Royal Caribbean Cruises Ltd. 200
City of Garland, Texas 150
Salesforce.com, Inc. 24
The Proctor & Gamble Company 96
Equinix Enterprises, Inc. 100
Owens Coming 125
Arkansas Electric Cooperative Corporation 100

(1) MWs shown are for 100% of the PPA, which is based on demonstrated capacity of the facility.
(2) In May 2018, Southern Power sold a noncontrolling 33% equity intcrest in SP Solar (a limited partnership indirectly owning all of Southcrn
Power's solar facilities, except the Roserock and Gaskell West facilities). SP Solar is the 51% majority owner of Boulder 1, Garland, Henrictta,
Imperial Valley, Lost Hills Blackwell, North Star, and Tranquillity; the 66% majority owner of Desert Stateline; and the solc owncr of the
remaining SP Solar facilities, Southern Power is the 51% majority owner of Roscrock and also the controlling partner in a tax equity partnership
owning Gaskell West. All of these entities are consolidated subsidiaries of Southern Power.
(3) See Note ] to the financial statements under "Revenues — Concentration of Revenue" in Item 8 herein for additional information on Pacific Gas &
Electric Company's bankruptcy filing.

(4) In December 2018, Southern Power sold a noncontrolling tax equity interest in SP Wind (which owns all of Southern Power's wind facilitics,
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Contract Term
through April 2032
through Dec. 2043

through May 2034
through Feb. 2036
through June 2035
through March 2046
through Nov. 2036
through Dec. 2031
through Oct. 2041
through Oct. 2041
through Oct. 2041
through Oct. 2041
through Dec. 2038
through Nov. 2019
Dec. 2019 — Nov. 2034

through Jan. 2029
through July 2033
through July 2030

Jau. 2020 — Dec. 2039
through Dec. 2028
through March 2027
through April 2036
through April 2036
through April 2036
through Dec. 2035
through Dec. 2035
through June 2031
April 2020 — March 2032
through Nov. 2030
through Nov. 2028
through Dec. 2028
through Oct. 2028
through Oct. 2028
Oct. 2019 - Sept. 2039

except Cactus Flats and the two wind projects under construction, Reading and Wildhorse). SP Wind is the 90.1% majority owner of Wake Wind
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and owns 100% of the remaining SP Wind facilities. Southern Power owns 100% of Reading and Wildhorse and is the controlling partner in a tax
cquity partnership owning Cactus Flats, All of these entities are consolidated subsidiarics of Southern Power.
(5) Subject to commercial operation.
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For the year ended December 31, 2018, approximately 9.8% of Southern Power's revenues were derived from Georgia Power. Southern
Power actively pursues replacement PPAs prior to the expiration of its current PPAs and anticipates that the revenues attributable to one
customer may be replaced by revenues from a new customer; however, the expiration of any of Southern Power's current PPAs without
the successful remarketing of a replacement PPA could have a material negative impact on Southern Power's earnings but is not
expected to have a material impact on Southern Company's earnings.

Southern Company Gas

Southern Company Gas is an energy services holding company whose primary business is the distribution of natural gas through the
natural gas distribution utilities. Southern Company Gas is also involved in several other businesses that are complementary to the
distribution of natural gas, including gas pipeline investments, wholesale gas services, and gas marketing services. During the fourth
quarter 2018, Southern Company Gas changed its reportable segments to further align with the way its new Chief Operating Decision
Maker reviews operating results and has reclassified prior years' data to conform to the new reportable segment presentation. This
change resulted in a ncw reportable scgment, gas pipeline investments, which was formerly included in gas midstream operations. Gas
pipeline investments consists primarily of joint ventures in natural gas pipeline investments including a 50% interest in SNG, two
significant pipeline construction projects, and a 50% joint ownership interest in the Dalton Pipeline. Gas distribution operations,
wholesale gas services, and gas marketing services continue to remain as separate reportable segments and reflect the impact of the
Southern Company Gas Dispositions. The all other non-reportable segment includes segments below the quantitative threshold for
scparate disclosure, including the storage and fuels operations that were formerly included in gas midstream operations, and other
subsidiaries that fall below the quantitative threshold for separate disclosure.

Gas distribution operations, the largest segment of Southern Company Gas' business, operates, constructs, and maintains approximately
75,200 miles of natural gas pipelines and 14 storage facilities, with total capacity of 158 Bcf,, to provide natural gas to residential,
commercial, and industrial customers. Gas distribution operations serves approximately 4.2 million customers across four states.

On July 1, 2018, a Southem Company Gas subsidiary, Pivotal Utility Holdings, completed the sales of the assets of two of its natural
gas distribution utilities, Elizabethtown Gas and Elkton Gas, to South Jersey Industries, Inc. On July 29, 2018, Southern Company Gas
and its wholly-owned direct subsidiary, NUI Corporation, completed the stock sale of Pivotal Utility Holdings, which then primarily
consisted of Florida City Gas, to NextEra Energy. The transactions raised approximately $2.3 billion in proceeds. See Note 15 to the
financial statements under "Southern Company Gas" in Item 8 herein for additional information.

Gas pipeline investments includes joint ventures in natural gas pipeline investments that enable the provision of diverse sources of
natural gas supplies to the customers of Southern Company Gas. SNG, the largest natural gas pipeline investment, is the owner of a
7,000-mile pipeline connecting natural gas supply basins in Texas, Louisiana, Mississippi, and Alabama to markcts in I.ouisiana,
Mississippi, Alabama, Florida, Georgia, South Carolina, and Tennessee.

Wholesale gas services consists of Sequent and engages in natural gas storage and gas pipeline arbitrage and provides natural gas asset
management and related logistical services to most of the natural gas distribution utilities as well as non-affiliate companies.

Gas marketing services is comprised of SouthStar and provides natural gas commodity and related services to customers in competitive
markets or markets that provide for customer choice. SouthStar, serving approximately 697,000 natural gas commodity customers,
markets gas to residential, commercial, and industrial customers and offers energy-related products that provide natural gas price
stability and utility bill management.

On June 4, 2018, Southern Company Gas completed the stock sale of Pivotal Home Solutions to American Water Enterprises LLC for
$365 million. See Note 15 to the financial statements under "Southern Company Gas" in Item 8 herein for additional information.

Other Businesses

PowerSecure, which was acquired by Southern Company in 2016, providcs cnergy solutions, including distributed energy
infrastructure, energy efficiency products and services, and utility infrastructure services, to customers.

Southern Holdings is an intermediate holding subsidiary, primarily for Southern Company’s investments in leveraged leases and
energy-related funds and companies, and also for other electric and natural gas products and services.

Southern Linc provides digital wireless communications for use by Southern Company and its subsidiary companies and also markets
these serviccs to the public. Southern Linc delivers multiple wireless communication options including push to talk, cellular service,
text messaging, wircless intemet access, and wireless data. Its system covers approximately 127,000 square

1-7
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miles in the Southeast. Southem Linc also provides fiber optics services within the Southeast through its subsidiary, Southern Telecom,
Inc.

These efforts to invest in and develop new business opportunities may offer potential returns exceeding those of rate-regulated
operations. However, these activities often involve a higher degree of risk.

Construction Programs

The subsidiary companies of Southern Company are engaged in continuous construction programs to accommeodate existing and
estimated future loads on their respective systems. For estimated construction and environmental expenditures for the periods 2019
through 2023, see MANAGEMENT'S DISCUSSION AND ANALY SIS — FINANCIAL CONDITION AND LIQUIDITY - “Capital
Requirements and Contractual Obligations" of each registrant in Item 7 herein. The Southern Company system's construction program
consists of capital investment and capital expenditures to comply with environmental laws and regulations. In 2019, the construction
program is expected to be apportioned approximately as follows:

Southemn

Company Alabama Georgia Mississippi

system(®®) Power(® Power(® Power

(in billions)
New generation 3 1.6 $ — 3 16 $ —
Environmental compliance® 0.5 0.2 0.2 —
Generation maintcnancc 0.9 0.4 04 0.1
Transmission 1.0 03 0.6 —
Distribution 1.1 0.5 0.5 0.1
Nuclear fuel 0.2 0.1 0.1 —
General plant 0.5 0.2 0.2 -
58 1.8 3.7 0.2

Southern Power(?® 0.3
Southern Company Gas(®) 1.6
Other subsidiaries 03
Total(® b3 80 § 18 8§ 37 § 0.2

(a) Totals may not add due to rounding.
(b) Includes the Subsidiary Registrants, as well as the other subsidiaries. See "Other Businesses" herein for additional information.

(c) Reflects cost estimates for environmental regulations. These estimated expenditures do not include any potential compliance costs
associatcd with pending regulation of CO2 emissions from fossil-fuel-fired electric generating units or costs associated with ash
pond closure and groundwater monitoring under the CCR Rule and the related state rules. See MANAGEMENT'S DISCUSSION
AND ANALYSIS - FOUTURE EARNINGS POTENTIAL - "Environmental Matters — Environmental Laws and Regulations" and
FINANCIAL CONDITION AND LIQUIDITY - "Capital Requirements and Contractual Obligations" of Southern Company and
each traditional electric operating company in Item 7 herein for additional information.

(d) Excludcs up to approximately $0.5 billion for planned expenditures for plant acquisitions and placeholder growth, which may vary
materially due to market opportunities and Southern Power's ability to execute its growth strategy.

(e) Includes costs for ongoing capital projects associated with infrastructure improvement programs for ccrtain natural gas distribution
utilities that have been previously approved by their applicable state regulatory agencies. See MANAGEMENT'S DISCUSSION
AND ANALYSIS - FUTURE EARNINGS POTENTIAL - “Infrastructure Replacement Programs and Capital Projects” of
Southerm Company Gas in Item 7 berein for additional information.

The construction programs are subject to periodic review and revision, and actual construction costs may vary from thcse cstimatcs
because of nurnerous factors. These factors include: changes in business conditions; changes in load projections; changes in
environmental laws and regulations; the outcome of any legal challenges to environmental rules; changes in electric generating plants,
including unit retirements and replacements and adding or changing fuel sources at existing electric generating units, to meet
regulatory requirements; changes in FERC rules and regulations; state regulatory agency approvals; changes in the expected
environmental compliance program; changes in legislation; the cost and efficiency of construction labor, equipment, and materials;
project scope and design changes; storm impacts; and the cost of capital. In addition, there can
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be no assurance that costs related to capital expenditures will be fully rccovered. Additionally, planned expenditures for plant
acquisitions may vary due to market opportunities and Southerm Power's ability to execute its growth strategy.

The construction program also includes Plant Vogtle Units 3 and 4, which includes components based on new tecchnology that only
recently began initial operation in the global nuclear industry at this scale and which may be subject to additional revised cost estimates
during construction. The ability to control costs and avoid cost and schedule overruns during the development, construction, and
operation of new facilities is subject to a number of factors, including, but not limited to, changes in labor costs, availability, and
productivity; challenges with management of contractors, subcontractors, or vendors; adverse weather conditions; shortages, increased
costs, or inconsistent quality of equipment, materials, and labor; contractor or supplier delay; non-performance under construction,
operating, or other agrecments; operational readiness, including specialized operator training and required site safety programs;
engineering or design problems; design and other licensing-based compliance matters, including the timely rcsolution of ITAAC and
the related approvals by the NRC; challenges with start-up activities, including major equipment failure and system integration; and/or
operational performance. See Note 2 to the financial statements under "Georgia Power — Nuclear Construction” in Item 8 hercin for
additional information regarding Georgia Power's construction of Plant Vogtle Units 3 and 4.

Also see "Regulation — Environmental Laws and Regulations" herein for additional information with respect to certain existing and
proposed environmental requirements and PROPERTIES — "Electric — Jointly-Owned Facilities" and — "Natural Gas — Jointly-Owned
Facilities" in Item 2 herein and Note 5 to the financial statements undcr "Joint Ownership Agreements" in Item 8 herein for additional
information concerning Alabama Power’s, Georgia Power’s, and Southern Power's joint ownership of certain generating units and
related facilities with certain non-affiliated utilities and Southern Company Gas' joint ownership of a pipeline facility.

Financing Prograros

See each of the registrant's MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY in
Item 7 herein and Note 8 to the financial statements in Item 8 herein for information concerning financing programs.

Fuel Supply

Electric

The traditional electric operating companics' and SEGCO's supply of electricity is primarily fueled by natural gas and coal. Southern
Power's supply of electricity is primarily fueled by natural gas. See MANAGEMENT'S DISCUSSION AND ANALYSIS - RESULTS
OF OPERATION - "Electricity Business — Fuel and Purchased Power Expenses" of Southern Company and MANAGEMENT'S
DISCUSSION AND ANALYSIS — RESULTS OF OPERATION - "Fuel and Purchased Power Expenses" of each traditional electric
operating company in Item 7 herein for information regarding the electricity generated and the average cost of fuel in cents per net
KWH generated for the years 2016 through 2018.

The traditional electric operating companies have agreements in place from which they expect to receive substantially all of their 2019
coal burn requirements. These agreements have terms ranging between one and four years. In 2018, the weighted average sulfur
content of all coal burned by the traditional electric operating companies was 1.06%. This sulfur level, along with banked SO2
allowances, allowed the traditional electric operating companies to remain within limits set by Phase I of the Cross-State Air Pollution
Rule (CSAPR) under the Clean Air Act. In 2018, the Southern Company system did not purchase any SO allowances, annual NOx
emission allowances, or seasonal NOx emission allowances from thc market. As any additional environmental regulations are proposcd
that impact the utilization of coal, the traditional electric operating companies' fuel mix will be monitored to help ensure that the
traditional clectric operating companics remain in compliance with applicable laws and regulations. Additionally, Southern Company
and the traditional electric operating companies will continue to evaluate the need to purchase additional emissions allowances, the
timing of capital expenditures for emissions control equipment, and potential unit retirements and replacements. See
MANAGEMENT'S DISCUSSION AND ANALY SIS - FUTURE EARNINGS POTENTIAL - "Environmental Matters" of Southern

Company, each traditional elcctric operating company, and Southern Power in Item 7 herein for additional information on
environmental matters.

SCS, acting on behalf of the traditional electric operating companies and Southern Power Company, has agreements in place for the
natural gas burn requirements of the Southern Company system. For 2019, SCS has contracted for 557 Bef of natural gas supply under
agreements with remaining terms up to 15 years. In addition to natural gas supply, SCS has contracts in place for both firm natural gas
transportation and storage. Management believes these contracts provide sufficient natural gas supplies, transportation, and storage to
ensure normal operations of the Southern Company system's natural gas generating units.

Alabama Power and Georgia Power have multiple contracts covering their nuclear fuel needs for uranium, conversion services,
enrichment services, and fuel fabrication. The uranium, conversion services, and fuel fabrication contracts have remaining
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terms ranging from one to 17 years. The remaining term lengths for the enrichment services contracts range from five to 10 ycars.

Management believes suppliers have sufficient nuclear fuel production capability to permit the normal operation of the Southem
Company system's nuclear generating units.

Changes in fuel prices to the traditional electric operating companies are generally reflected in fuel adjustment clauses contained in rate
schedules. See "Rate Matters — Rate Structure and Cost Recovery Plans” herein for additional information. Southern Power's natural
gas and biomass PPAs generally provide that the counterparty is responsible for substantially all of the cost of fuel.

Alabama Power and Georgia Power have contracks with the United States, acting through the DOE, that provide for the permanent
disposal of spent nuclear fuel. The DOE failed to begin disposing of spent fuel in 1998, as required by the contracts, and Alabama
Power and Georgia Power have pursued and are pursuing legal remedies against the government for breach of contract. See Note 3 to
the financial statements under “Nuclear Fuel Disposal Costs" in Item 8 herein for additional information.

Natural Gas

Advances in natural gas drilling in shale producing regions of the United States have resulted in historically high supplies of natural
gas and relatively low prices for natural gas. Procurement plans for natural gas supply and transportation to serve regulated utility
customers are reviewed and approved by the regulatory agencies in the states where Southern Company Gas operates: Southern
Company Gas purchases natural gas supplies in the open market by contracting with producers and marketers and, for the natural gas
distribution utilities except Nicor Gas, from its wholly-owned subsidiary, Sequent, under asset management agreements approved by
the applicable state regulatory agency. Southern Company Gas also contracts for transportation and storage services from interstate
pipelines that are regulated by the FERC. When firm pipeline services are temporarily not needed, Southern Company Gas may release
the services in the secondary market under FERC-approved capacity release provisions or utilize asset management arrangerments,
thereby reducing the net cost of natural gas charged to customers for most of the natural gas distribution utilities. Peak-use
requirements are met through utilization of company-owned storage facilities, pipeline transportation capacity, purchased storage
services, peaking facilities, and other supply sources, arranged by either transportation customers or Southern Company Gas.

Territory Served by the Southern Company System

Traditional Electric Operating Companies and Southern Power

As of January 1, 2019, the territory in which the traditional electric operating companies provide retail electric service comprises most
of the states of Alabama and Georgia, together with southeastern Mississippi. See Note 15 to the financial statements under “Southern
Company's Sale of Gulf Power" in Itcm 8 herein for information on the sale of Gulf Power. In this territory there are non-affiliated
electric distribution systems that obtain some or all of their power requirements either directly or indirectly from the traditional electric
operating companies. As of January 1, 2019, the territory had an area of approximately 114,000 square miles and an estimated
population of approximately 16 million. Southem Power sells electricity at market-based rates in the wholesale market, primarily to
investor-owned utilities, IPPs, municipalities, and other load-serving entities, as well as commercial and industrial customers.

Alabama Power is engaged, within the State of Alabama, in the generation, transmission, distribution, and purchase of electricity and
the sale of electric service, at retail in approximately 400 cities and towns (including Anniston, Birmingham, Gadsden, Mobile,
Montgomery, and Tuscaloosa), as well as in rural areas, and at wholesale to 11 municipally-owned electric distribution systems, all of
which are served indirectly through sales to AMEA, and two rural distributing cooperative associations. The sales contract with AMEA
is scheduled to expire on December 31, 2025. Alabama Power owns coal reserves near its Plant Gorgas and uses the output of coal

from the reserves in its generating plants. Alabama Power also sells, and cooperates with dealers in promoting the sale of, electric
appliances and products and markets and sells outdoor lighting services.

Georgia Power is engaged in the generation, transmission, distribution, and purchase of electricity and the sale of electric service
within the State of Georgia, at retail in over 600 communities (including Athens, Atlanta, Augusta, Columbus, Macon, Rome, and
Savannah), as well as in rural arcas, and at wholesale to OPC, MEAG Power, Dalton, various EMCs, and non-affiliated utilities.
Georgia Powecr also markets and sells outdoor lighting services.

Mississippi Power is engaged in the generation, transmission, distribution, and purchase of clectricity and the sale of electric service
within 23 counties in southeastern Mississippi, at retail in 123 communities (including Biloxi, Gulfport, Hattiesburg, Laurel, Meridian,

and Pascagoula), as well as in rural areas, and at wholesale to one municipality, six rural electric distribution cooperative associations,
and one generating and transmitting ccoperative.
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For information relating to KWH sales by customer classification for the traditional electric operating companics, see
MANAGEMENT'S DISCUSSION AND ANALYSIS - RESULTS OF OPERATIONS of Southern Company and cach traditional
clectric operating company in Item 7 herein. For information relating to the number of retail customers scrved by customer
classification for the traditional electric operating companies, see SELECTED FINANCIAL DATA of Southern Company and each
traditional clectric operating company in Item 6 herein. Also, for information relating to the sources of revenues for Southern
Company, each traditional electric operating company, and Southern Power, reference is made to Item 7 herein.

The RUS has authority to make loans to cooperative associations or corporations to enable them to provide electric service to

customers in rural sections of the country. As of January 1, 2019, there were approximately 58 electric cooperative distribution systems
operating in the territory in which the traditional electric operating companies provide electric service at retail or wholesale.

One of these organizations, PowerSouth, is a generating and transmitting cooperative selling power to several distributing cooperatives,
municipal systems, and other customers in south Alabama. As of Deccmber 31, 2018, PowerSouth owned generating units with
approximately 2,100 MWs of nameplate capacity, including an undivided 8.16% ownership interest in Alabama Power's Plant Miller
Units 1 and 2. PowerSouth's facilities were financed with RUS loans sccured by long-term contracts requiring distributing cooperatives
to take their requirements from PowerSouth to the extent such energy is available. Sce PROPERTIES — "Jointly-Owned Facilities” in
Item 2 herein and Note 5 to the financial statements under "Joint Ownership Agreements" in Ttem 8 herein for details of Alabama
Power’s joint-ownership with PowerSouth of a portion of Plant Miller. Alabama Power has a system supply agrecment with

PowerSouth to provide 200 MWs of capacity service through December 31, 2030 with an option to extend and renegotiate in the event
Alabama Power builds new generation or contracts for new capacity.

Alabama Power has entered into a separate agreement with PowerSouth involving interconnection between their systems. The delivery
of capacity and energy from PowerSouth to certain distributing cooperatives in the service territory of Alabama Power is governed by

the Southern Company/PowerSouth Network Transmission Service Agreement. The rates for this service to PowerSouth are on file
with the FERC.

OPC is an EMC owned by its 38 retail electric distribution cooperatives, which provide retail electric service to customers in Georgia.
OPC provides wholesale clectric power to its members through its generation assets, some of which are jointly owned with Georgia
Power, and power purchased from other suppliers. OPC and the 38 retail electric distribution cooperatives are members of Georgia
Transmission Corporation, an EMC (GTC), which provides transmission services to its members and third parties. See PROPERTIES —
"Electric — Jointly-Owued Facilities” in Item 2 hercin and Note 5 to the financial statements under "Joint Ownership Agreements” in
Item 8 herein for additional information regarding Georgia Power's jointly-owned facilities.

Mississippi Power has an interchange agrcement with Cooperative Energy, a generating and transmitting cooperative, pursuant to
which various services are provided.

As of January 1, 2019, there were approximately 71 municipally-owned electric distribution systems operating in the territory in which
the traditional electric operating companies provide electric service at retail or wholesale.

As of December 31, 2018, 48 municipally-owned electric distribution systcms and one county-owned system rcceived their
requirements through MEAG Power, which was established by a Georgia state statute in 1975. MEAG Power serves these
requirements from self-owned generation facilities, some of which arc jointly-owned with Georgia Power, and purchases from other
resources. MEAG Power also has a pseudo scheduling and services agreement with Georgia Power. Dalton serves its requirements
from self-owned generation facilities, some of which are jointly-owned with Georgia Power, and through purchases from Southern
Power through a service agreement. See PROPERTIES - “Jointly-Owned Facilities" in Item 2 herein and Note 5 to the financial
statements under "Joint Ownership Agreements" in Item 8 herein for additional information.

Georgia Power has entered into substantially similar agreements with GTC, MEAG Power, and Dalton providing for the establishment
of an integrated transwmission system to carry the power and energy of all parties. The agreements require an investment by each party

in the integrated transmission system in proportion to its respective share of the aggregate system load. See PROPERTIES - "Jointly-
Owned Facilities" in Item 2 herein for additional information.

Southern Power assumed or entered into PPAs with Georgia Power, investor-owned utilities, [PPs, municipalities, electric cooperatives,
and other load-scrving cntitics, as well as commercial and industrial customers. Sec " The Southern Company System — Southern
Power" above and MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAL - "Power Salcs
Agreements" of Southern Power in Item 7 herein for additional information concerning Southern Power's PPAs.

SCS, acting on behalf of the traditional electric operating companies, also has a contract with SEPA providing for the use of the
traditional clectric operating companics' facilitics at government cxpense to deliver to certain cooperatives and municipalities,
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entitled by federal statute to preference in the purchase of power from SEPA, quantities of power equivalent to the amounts of power
allocated to them by SEPA from certain U.S. government hydroelectric projects.

Southern Company Gas

Southern Company Gas is engaged in the distribution of natural gas in four states through the natural gas distribution utilities. The
natural gas distribution utilities construct, manage, and maintain intrastate natural gas pipelines and distribution facilities. Details of the
natural gas distribution utilities at December 31, 2018 are as follows:

Utility State Number of customers Approximate miles of pipe
(in thousands)

Nicor Gas 1llinois 2,237 34,285

Atlanta Gas Light Georgia 1,643 33,610

Virginia Natural Gas Virginia 301 5,650

Cbattanooga Gas , Tennessee 67 1,655

Total 4,248 75,200

For information relating to the sources of revenue for Southern Company Gas, see MANAGEMENT'S DISCUSSION AND
ANALYSIS - RESULTS OF OPERATIONS and - FUTURE EARNINGS POTENTIAL of Southern Company Gas in Item 7 herein.

Competition
Electric

The electric utility industry in the U.S. is continuing to evolve as a result of regulatory and competitive factors. Among the early
primary agents of change was the Energy Policy Act of 1992, which allowed IPPs to access a utility's transmission network in order to
sell electricity to other utilities.

The competition for retail energy sales among competing suppliers of energy is influenced by various factors, including price,
availability, technulogical advancements, service, and reliability. These factors are, in turn, affected by, among other influences,
regulatory, political, and environmental considcrations, taxation, and supply.

The retail service rights of all electric suppliers in the State of Georgia are regulated by the Territorial Electric Service Act of 1973.
Pursuant to the provisions of this Act, all areas within existing municipal limits were assigned to the primary electric supplier therein.
Areas outside of such municipal limits were either to be assigned or to be declared open for customer choice of supplier by action of
the Georgia PSC pursuant to standards set forth in this Act. Consistent with such standards, the Georgia PSC has assigned substantially
all of the land area in the state to a supplier. Notwithstanding such assignments, this Act provides that any new customer locating
outside of 1973 municipal limits and having a connected load of at least 900 KWs may exercise a one-time choice for the life of the
premises to receive electric service from the supplier of its choice.

Pursuant to the 1956 Utility Act, the Mississippi PSC issued "Grandfather Certificates" of public convenience and necessity to
Mississippi Power and to six distribution rural cooperatives operating in southeastern Mississippi, then served in whole or in part by
Mississippi Power, authorizing them to distribute electricity in certain specified geographically described areas of the state. The six
cooperatives serve approximately 325,000 retail customers in a certificated area of approximately 10,300 square miles. [n areas
included in a "Grandfather Certificate," the utility holding such certificate may extend or maintain its clectric system subject to certain
regulatory approvals; extensions of facilities by such utility, or extensions of facilities into that area by other utilities, may not be made
except upon a showing of, and a grant of acertificate of, public convenience and necessity. Areas included in a CPCN that are
subscquently annexed to municipalities may continue to be served by the holder of the CPCN, irrespective of whether it has a franchise
in the annexing municipality. On the other hand, the holder of the municipal franchise may not extend service into such newly annexed
area without authorization by the Mississippi PSC.

Generally, the traditional electric operating companies have experienced, and expect to continue to experience, competition in their
respective retail service territories in varying degrees from the development and deployment of alternative energy sources such as self-
generation (as described below) and distributed generation technologies, as well as other factors.

Southern Power competes with investor-owned utilities, IPPs, and others for wholesale energy sales across various U.S. utility markets.
The needs of these markets are driven by the demands of end users and the generation available. Southern Power's success in wholcsale
cncrgy salcs is influenced by various factors including reliability and availability of Southem Power's plants, availability of
transmission to serve the demand, price, and Southern Power's ability to contain costs.
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As of December 31, 2018, Alabama Power had cogeneration contracts in effect with nine industrial customers. Under the terms of
these contracts, Alabama Power purchases excess energy generated by such companies. During 2018, Alabama Power purchased
approximately 99 million KWHSs from such companies at a cost of $3 million.

As of December 31, 2018, Georgia Power had contracts in cffect with 28 small power producers whercby Georgia Power purchascs
their excess generation. During 2018, Georgia Power purchased 2.1 billion KWHs from such companies at a cost of $140 million.
Georgia Power also has PPAs for electricity with four cogeneration facilities. Payments are subject to reductions for failure to meet
minimum capacity output. During 2018, Georgia Power purchased 26 million KWHs at a cost of $0.8 million from these facilities.

Also during 2018, Georgia Power purchased cnergy from three customer-owncd generating facilities. Thesc customers provide energy
with no capacity commitment and are not dispatched by Georgia Power. During 2018, Georgia Power purchased a total of 341 million
KWHs from the three customers at a cost of approximately $28 million.

As of December 31, 2018, Mississippi Power had a cogeneration agreement in effect with one of its industrial customers. Under the
termos of this contract, Mississippi Power purchascs any cxcess generation. During 2018, Mississippi Power did not purchase any
excess generation from this customer.

Natural Gas

Southem Company Gas' natural gas distribution utilities do not compete with other distributors of natural gas in their exclusive
franchise territories but face competition from other energy products. Their principal competitors are electric utilities and fuel oil and
propane providers serving the residential, commercial, and industrial markets in their service areas for customers who are considering
switching to or from a natural gas appliance.

Competition for heating as well as general household and small commercial energy needs generally occurs at the initial installation
phase when the customer or builder makes decisions as to which types of equipment to install. Customers generally use the chosen
energy source for the life of the equipment.

Customer demand for natural gas could be affected by numerous factors, including:
= changes in the availability or price of natural gas and other forms of energy;
= general economic conditions;
* energy conservation, including state-supported energy efficiency programs;
¢ legislation and regulations;
« the cost and capability to convert from natural gas to alternative energy products; and
= technological changes resulting in displacement or replacement of natural gas appliances.

The natural gas-related programs generally emphasize natural gas as the fuel of choice for customers and seek to expand the use of
natural gas through a variety of promotional activities. In addition, Southern Company Gas partners with third-party entities to market
the benefits of natural gas appliances.

The availability and affordability of natural gas have provided cost advantages and further opportunity for growth of the businesses.

Seasonality

The demand for electric power and natural gas supply is affected by seasonal differences in the weather. While the elcctric power sales
of some of the traditional clectric operating companies peak in the summer, others peak in the winter. In the aggregate, electric power
sales peak during the summer with a smaller peak during the winter. In most of the areas Southern Company Gas serves, natural gas
demand peaks during the winter. As a result, the overall operating results of Southern Company, the traditional electric operating
companies, Southern Power, and Southern Company Gas in the future may fluctuate substantially on a seasonal basis. In addition, the

traditional electric operating companies, Southern Power, and Southern Company Gas have historically sold less power and natural gas
when weather conditions are milder.

Regulation

States

The traditional clcctric opcrating companies and the natural gas distribution utilitics are subjcct to the jurisdiction of their respective
state PSCs or applicable state regulatory agencies. These regulatory bedies have broad powers of supervision and regulation over
public utilities operating in the respective states, including their rates, service regulations, sales of securities (except for the Mississippi
PSC), and, in the cases of the Georgia PSC and the Mississippi PSC, in part, retail service territories. See "Territory Served by the
Southem Company System" and "Rate Matters" herein for additional information.
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Federal Power Act

The traditional electric operating companies, Southcrn Power Company and certain of its generation subsidiaries, and SEGCO are all
public utilities engaged in wholesale sales of energy in interstate commerce and, therefore, are subject to the rate, financial, and
accounting jurisdiction of the FERC under the Fedcral Power Act. Thc FERC must approve certain financings and allows an “at cost
standard" for services rendered by system service companies such as SCS and Southern Nuclear. The FERC is also authorized to

establish regional reliability organizations which enforce reliability standards, address impcdiments to the construction of transmission,
and prohibit manipulative energy trading practices.

Alabama Power and Georgia Power are also subject to the provisions of the Federal Power Act or the earlier Federal Water Power Act
applicable to licensees with respect to their hydroelectric developments. As of December 31, 2018, among the hydroelectric projects
subject to licensing by the FERC are 14 existing Alabama Power generating stations baving an aggregate installed capacity of
1,670,000 KWs and 17 existing Georgia Power generating stations and one generating station partially owned by Georgia Power, with
a combined aggregate installed capacity of 1,101,402 KWs.

In2013, the FERC issued a new 30-year license to Alabama Power for Alabama Power's seven hydroelectric developments on the
Coosa River (Weiss, Henry, Logan Martin, Lay, Mitchell, Jordan, and Bouldin). Alabama Power filed a petition requesting rehearing of
the FERC order granting the relicense seeking revisions to several conditions of the license. Alabama Rivers Alliance, American
Rivers, the Georgia Environmental Protection Division, and the Atlanta Regional Commission also filed pctitions for rehearing of the
FERC order. In 2016, the FERC issucd an order granting in part and denying in part Alabama Power's rehearing request. The order also
denied all of the other rehearing requests. Also in 2016, Alabama Rivers Alliance and American Rivers filed a second rehearing request
and also filed a petition with the U.S. Court of Appcals for the District of Columbia Circuit for review of the license and the rehearing
denial order. The FERC issued an order in 2016 denying the second rehearing request, and American Rivers and Alabama Rivers
Alliance subsequently filed an appeal of that order at the U.S. Court of Appeals for the District of Columbia Circuit. The U.S. Court of
Appeals for the District of Columbia Circuit consolidated the two appeals into one proceeding and, on July 6, 2018, vacated the
FERC's 2013 order for the new 30-year license and remanded the procceding to the FERC. Alabama Power continues to operate the

Coosa River developments under annual licenses issued by the FERC. The ultimate outcome of this matter cannot be determined at this
time.

In 2018, Alabama Power continued the process of developing an application to relicense the Harris Dam project on the Tallapoosa

River, which is expected to be filed with the FERC by November 30, 2021. The current Harris Dam project license will expire on
November 30, 2023.

On May 31, 2018, Georgia Power filed an application to relicense the Wallace Dam project on the Oconee River. The current Wallace
Dam project license will cxpire on June 1, 2020. On July 3, 2018, Georgia Power filed a Notice of Intent to relicense the Lloyd Shoals
project on the Ocmulgee River. The application to relicense the Lloyd Shoals project is expected to be filed with the FERC by
December 31, 2021. The current Lloyd Shoals project license will expire on December 31, 2023. On December 18, 2018, Georgia
Power filed applications to surrender the Langdale and Riverview hydroelectric projects on the Chattahoechee River upon their license
expirations on December 31, 2023. Both projccts together represent 1,520 KWs of Georgia Power's hydro fleet capacity.

Georgia Power and OPC also have a license, expiring in 2027, for the Rocky Mountain project, a pure pumped storage facility of
903,000 KW installed capacity. See PROPERTIES - "Jointly-Owned Facilities" in Item 2 herein for additional information.

Licenses for all projects, excluding those discussed above, expire in the years 2034.-2066 in the case of Alabama Power’s projects and
in the years 2035-2044 in the case of Georgia Power's projects.

Upon or after the expiration of each license, the U.S. Government, by act of Congress, may take over the project or the FERC may
relicense the project either to the original licensee or to a new licensee. In the event of takeover or relicensing to another, the original
licensee is to be compensated in accordance with the provisions of the Federal Power Act, such compensation to reflect the net
investment of the licensee in the project, not in excess of the fair value of the property, plus reasonable damages to other property of the

licensee resulting from the severance therefrom of the property. The FERC may grant relicenses subject to certain requirements that
could result in additional costs.

The ultimate outcome of these matters cannot be dctermined at this time.

Nuclear Regulation

Alabama Power, Georgia Powcr, and Southern Nuclear are subject to regulation by the NRC. The NRC is rcsponsible for licensing and
regulating nuclear facilities and materials and for conducting research in support of the licensing and regulatory process, as mandated
by the Atomic Energy Act of 1954, as amended; the Energy Reorganization Act of 1974, as amended; and the Nuclear
Nonproliferation Act of 1978, as amended; and in accordance with the National Environmental Policy Act of 1969, as amended, and
other applicable statutes. These responsibilities also include protecting public health and safety, protecting the
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environment, protecting and safeguarding nuclear materials and nuclear power plants in the interest of national security, and assuring
conformity with antitrust laws.

The NRC licenses for Georgia Power's Plant Hatch Units 1 and 2 expire in 2034 and 2038, respectively. The NRC licenses for
Alabama Power's Plant Farley Units 1 and 2 expire in 2037 and 2041, respectively. The NRC licenses for Plant Vogtle Units 1 and 2
expire in 2047 and 2049, respectively.

In 2012, the NRC issued combined construction and operating licenses (COLs) for Plant Vogtle Units 3 and 4. Receipt of the COLs
allowed full construction to begin. See MANAGEMENT'S DISCUSSION AND ANALYSIS - FUTURE EARNINGS POTENTIAL -
"Retail Regulatory Matters — Nuclear Coastruction” of Georgia Power in Item 7 herein and Note 2 to the financial statements under
"Georgia Power — Nuclear Construction” in Itcm 8 herein for additional information.

See Notes 3 and 6 to the financial statements under “Nuclear Insurance" and "Nuclear Decommissioning," respectively, in Item 8
hercin for information on nuclear insurance and nuclear decommissioning costs.

Environmental Laws and Regulations

The Southern Company system's operations are regulated by state and federal environmental agencies through a variety of laws and
regulations goveming air, water, land, and protection of other natural resources. Compliance with these existing environmental
requirements involves significant capital and operating costs, a major portion of which is expected to be recovered through existing
ratemaking provisions or through market-based contracts. There is no assurance, however, that all such costs will be recovered.

For Southern Company Gas, substantially all of these costs arc rclated to former MGP sites, which are generally recovered through

existing ratemaking provisions. See Note 3 to the financial statements under "Environmental Matters" in Item 8 herein for additional
information.

Compliance with environmental laws and resulting regulations, including, but not limited to, proposed and existing regulations related
to air quality, water quality, CCR, and global climate issues, has been, and will continue to be, a significant focus for each of the
registrants and SEGCO. Compliance with any new or revised environmental laws and regulations could affect many areas of the
traditional electric operating companies', Southern Power's, SEGCO's, and Southern Company Gas' operations. See
MANAGEMENT'S DISCUSSION AND ANALYSIS - FUTURE EARNINGS POTENTIAL - "Environmental Matters" of each of
the registrants in Item 7 herein for additional information about environmental issues.

The Southern Company system's ultimate environmental compliance strategy and future environmental expenditures will depend on
various factors, such as state adoption and implementation of requirements, the availability and cost of any deployed control
technology, fuel prices, and the outcome of pending and/or future legal challenges. Compliance costs may result from the installation of
additional environmental controls, closure and monitoring of CCR facilities, unit retirements, or changing fuel sources for certain
existing units, as well as related upgrades to the transmission and distribution (electric and natural gas) systems. Environmental
compliance spending over the next several years may differ matenally from the amounts estimated. Such expenditures could affect
results of operations, cash flows, and/or financial condition if such costs are not recovered on a timely basis through regulated rates for
the traditional electric operating companies and the natural gas distribution utilities or through long-term wholesale agreements for the
traditional electric operating companies and Southern Power. Further, higher costs that are recovercd through regulated rates could
contribute to reduced demand for energy, which could negatively affect results of operations, cash flows, and financial condition.
Additionally, many commercial and industrial customers may also be affected by existing and future environmental requirements,
which for some may have the potential to ultimately affect their demand for electricity and natural gas. See "Construction Program"
herein and MANAGEMENT'S DISCUSSION AND ANALYSIS - FUTURE EARNINGS POTENTIAL - “Environmental Matters" of

each of the registrants in Item 7 herein for additional information. The ultimate outcome of these matters cannot be determined at this
time.

Rate Matters
Rate Structure and Cost Recovery Plans

Electric

The rates and service regulations of the traditional electric operating companies are uniform for each class of service throughout their
respective retail service territories. Rates for residential electric service are generally of the block type based upon KWHs used and
include minimum charges. Residential and other ratcs contain separate customer charges. Rates for commercial service are presently of
the block type and, for large customers, the billing demand is generally used to determine capacity and minimum bill charges. These
large customers' rates are generally based upon usage by the customer and include rates with special features to encourage off-pcak
usage. Additionally, Alabama Power and Mississippi Power are generally allowed by
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their respective state PSCs to ncgotiate the terms and cost of service to large customers. Such terms and cost of service, however, are
subject to final state PSC approval.

The traditional electric operating companies recover certain costs through a variety of forward-looking, cost-bascd rate mechanisms.
Fuel and net purchased energy costs are recovered through specific fuel cost recovery provisions. These fuel cost recovery provisions
are adjusted to reflect increases or decreases in such costs as needed or on schedules as required by the respective PSCs. Approved
compliance, storm damage, and certain other costs are recovered at Alabama Power and Mississippi Power through specific cost
recovery mechanisms approved by their respective PSCs. Certain similar costs at Georgia Power are recovered through various base
rate tariffs as approved by the Georgia PSC. Costs not recovered through specific cost recovery mechanisms are recovered at Alabama

Power and Mississippi Power through annual, formulaic cost recovery proceedings and at Georgia Power through periodic base rate
pracecdings.

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAL — "Regulatory Matters" of Southern
Company and each of the traditional electric operating companies in Item 7 herein and Note 2 to the financial statements in Item 8
herein for a discussion of ratc matters and certain cost recovery mechanisms. Also, see Note 1 to the financial statements in Item 8
herein for a discussion of recovery of fuel costs, storm damage costs, and compliance costs through rate mechanisms.

See "Integrated Resource Planning" herein and Note 2 to the financial statcments under "Georgia Power — Integrated Resource Plan” in
Item 8 herein for a discussion of Georgia PSC certification of new demand-side or supply-side resources for Georgia Power. In
addition, see MANAGEMENT'S DISCUSSION AND ANALYSIS —- FUTURE EARNINGS POTENTIAL - "Retail Regulatory
Matters -- Nuclear Construction" of Georgia Power in Item 7 herein and Note 2 to the financial statements under "Georgia Power ~
Nuclear Construction" in Item 8 hercin for a discussion of the Georgia Nuclcar Energy Financing Act and the Georgia PSC
certification of Plant Vogtle Units 3 and 4, which have allowed Georgia Power to recover financing costs for construction of Plant
Vogtle Units 3 and 4 since 2011.

See Note 2 to the financial statements under "Kemper County Energy Facility” in Item 8 herein and MANAGEMENT'S DISCUSSION
AND ANALYSIS — FUTURE EARNINGS POTENTIAL - "Kemper County Energy Facility — Rate Recovery" of Mississippi Power
in Item 7 herein for information on cost recovery plans for the Kemper County energy facility.

The traditional electric operating companies and Southcrn Power Company and certain of its generation subsidiaries are authorized by
the FERC to sell power to non-affiliates, including short-term opportunity sales, at market-based prices. Specific FERC approval must
be obtained with respect to a market-based contract with an affiliate.

Mississippi Power serves long-term contracts with rural electric cooperative associations and a municipality located in southeastern
Muississippi under cost-based electric tariffs which are subject to regulation by the FERC. The contracts with these wholesale customers
represented 17.3% of Mississippi Power's total operating revenues in 2018 and are generally subject to 10-year rolling cancellation
notices. Historically, these wholesale customers have acted as a group and any changes in contractual relationships for onc customer
are likely to be followed by the other wholesale customers.

Natural Gas

Southern Company Gas' natural gas distribution utilitics are subject to regulation and oversight by their respective state regulatory
agencies. Rates charged to these customers vary according to customer class (residential, commercial, or industrial) and rate
jurisdiction. These agencies approve rates designed to provide each natural gas distribution utility the opportunity to generate revenues

to recover all prudently-incurred costs, including a return on rate base sufficient to pay interest on debt, and provide a reasonable
return.

With the exception of Atlanta Gas Light, which operales in a deregulated environment in which Marketers rather than a traditional
utility sell natural gas to end-use customers and earns revenue by charging rates to its customers based primarily on monthly fixed
charges that are set by the Georgia PSC, the earnings of the natural gas distribution utilities can be affected by customer consumption
patterns that are largely a function of weather conditions and price levels for natural gas.

The natural gas distribution utilities, excluding Atlanta Gas Light, are authorized to use natural gas cost recovery mechanisms that
adjust rates to reflect changes in the wholesale cost of natural gas and ensure recovery of all costs prudently incurred in purchasing
natural gas for customers. In addition to natural gas cost recovery mechanisms, the natural gas distribution utilities have other cost
recovery mechanisms, such as regulatory riders, which vary by utility but allow recovery of certain costs, such as thosc related to
infrastructure replacement programs as well as environmental remediation and energy efficiency plans.

Sce MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAL - "Regulatory Matters — Utility
Regulation and Rate Design" of Southern Company Gas in Item 7 herein and Note 2 to the financial statements under "Southern
Company Gas" in Itern 8 herein for a discussion of rate matters and certain cost recovery mechanisms.
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Integrated Resource Planning

Each of the traditional electric operating companies continually evaluates its electric generating resources in order to ensure that it
maintains a cost-effective and reliable mix of resources to meet the existing and future demand requircments of its customers. See
"Environmental Laws and Regulations" above for a discussion of existing and potential environmental regulations that may impact the
future generating resource needs of the traditional electric operating companies.

Alabama Power

Triennially, Alabama Power provides an IRP report to the Alabama PSC. This report overviews Alabama Power's resource planning
process and contains information that serves as the foundation for certain decisions affecting Alabama Power's portfolio of supply-side
and demand-side resources. The IRP report facilitates Alabama Power's ability to provide reliable and cost-effective electric service to
customers, while accounting for the risks and uncertaintics inherent in planning for resources sufficient to meet expected customer
demand. Under State of Alabama law, a CPCN must be obtained from the Alabama PSC before Alabama Power constructs any new
generating facility, unless such construction is deemed an ordinary extension in the usual course of business.

Georgia Power

Triennially, Georgia Power must file an IRP with the Georgia PSC that specifies how it intends to meet the future electric service needs
of its customers through a combination of demand-side and supply-side resources. The Georgia PSC, under state law, must certify any
new demand-side or supply-side resources for Georgia Power to receive cost recovery. Once certified, the lesser of actual or certified
construction costs and purchased power costs is recoverable through rates. Certified costs may be excluded from recovery only on the
basis of fraud, concealment, failure to disclose a material fact, imprudence, or criminal misconduct. See Note 2 to the financial
statements under "Georgia Power — Rate Plans," " — Integrated Resource Plan," and " — Nuclear Construction" in Item 8 herein for
additional information.

Mississippi Power

On February 6, 2018, the Mississippi PSC approved a settlement agreement related to cost recovery for the Kemper County cnergy
facility, pursuant to which Mississippi Power filed a Reserve Margin Plan (RMP) on August 6, 2018. The RMP includes many of the
same aspects of a traditional IRP, but the RMP also contains alternatives proposed by Mississippi Power to address its existing reserve
capacity, which is greater than the level required to meet Mississippi Power's projected summer peak demand. Mississippi Power
developed the alternatives by evaluating the economics of each unit in Mississippi Power's fleet, the opportunities currently available in
the wholesale market, and the operational constraints of the Southern Company system. The ultimate outcome of this matter cannot be
determined at this time. For additional information, see Note 2 to the financial statements under "Kemper County Energy Facility" in
Item 8 herein.

Employee Relations
The Southern Company system had a total of 29,192 employees on its payroll at January 1, 2019.

Employees at
January 1, 2019
Alabama Power 6,650
Georgia Power 6,967
Mississippi Power 1,053
PowerSecure 1,743
SCS 3,799
Southern Company Gas 4,389
Southem Nuclear 3,870
Southern Power 491
Other 230
Total 29,192

The traditional electric operating companies and the natural gas distribution utilities have separate agreements with local unions of the
IBEW and the Utilities Workers Union of America generally covering wages, working conditions, and procedures for handling
grievances and arbitration. These agreements apply with certain exceptions to operating, maintenance, and construction employees.
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Alabama Power has agreements with the IBEW in effect through August 15, 2019. Upon notice given at least 60 days prior to that date,
negotiations may be initiated with respect to agreement termns to be effective after such date.

Georgia Power has an agreement with the IBEW covering wages and working conditions, which is in effect through June 30, 2021.

Maississippi Power has an agreement with the IBEW covering wages and working conditions, which is in effect through May 1, 2019.
In 2015, Mississippi Power signed a separate agreement with the IBEW related solely to the Kemper County energy facility; that
current agreement is in effect through March 15, 2021. In August 2017, Mississippi Power signed an agreement with the IBEW that
added several job classifications and provided guidelines related to the reorganization at the Kemper County energy facility.

Southern Nuclear has a five-year agreement with the IBEW covering certain employees at Plants Hatch and Plant Vogtle Units 1 and 2,
which is in effect through June 30, 2021. A five-year agreement between Southern Nuclear and the IBEW representing certain
cmployees at Plant Farley is in effect through August 15, 2019. Upon notice given at least 60 days prior to that date, negotiations may
be initiated with respect to agreement terms to be effective after such date.

The agreements also make the terms of the pension plans for the companies discussed above subject to collective bargaining with the
unions at either a five-year or a 10-year cycle, depending upon union and company actions.

The natural gas distribution utilities have separate agreements with local unions of the IBEW and Utilities Workers Union of America
covering wages, working conditions, and procedures for handling grievances and arbitration. Nicor Gas' agreement with the IBEW is
cffective through February 29, 2020. Virginia Natural Gas' agreement with the IBEW is effective through May 15, 2020. The
agreements also make the terms of the Southern Company Gas pension plan subject to cotlective bargaining with the unions when
significant changes to the benefit accruals are considered by Southem Company Gas.
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Item 1A. RISK FACTORS

In addition to the other information in this Form 10-K, including MANAGEMENT'S DISCUSSION AND ANALYSIS -
FUTURE EARNINGS POTENTIAL in Item 7 of each registrant, and other documents filed by Southern Company and/or its
subsidiaries with the SEC from time to time, the following factors should be carefully considered in evaluating Southern
Company and its subsidiaries. Such factors could affect actual results and cause results to differ materially from these
expressed in any forward-looking statements made by, or on behalf of, Southern Company and/or its subsidiaries.

REGULATORY, LEGI LITIG RISKS

Southern Company and its subsidiaries are subject to substantial state and federal governmental regulation. Compliance with
current and future regulatory requirements and procurement of necessary approvals, permits, and certificates may result
in substantial costs to Southern Company and its subsidiaries.

Southern Company and its subsidiaries are subject to substantial regulation from federal, state, and local regulatory agencies and are
required to comply with numerous laws and regulations and to obtain numerous permits, approvals, and certificates from governmental
agencies. The traditional electric operating companies and the natural gas distribution utilities seek to recover their costs (including a
reasonable return on invested capital) through their retail rates, which must be approved by the applicable state PSC or other applicable
state regulatory agency. A state PSC or other applicable state regulatory agency, in a future rate proceeding, may alter the timing or
amount of certain costs for which recovery is allowed or modify the current authorizcd ratc of return. Rate refunds may also be
required. Additionally, thc rates charged to wholesale customers by the traditional electric operating companies and by Southern Power
and the rates charged to natural gas transportation customers by Southern Company Gas' pipeline investments and for some of its
storage assets must be approved by the FERC. These wholcsale rates could be affected by changes to Southern Power's and the
traditional electric operating companies' ability to conduct business pursuant to FERC market-based rate authority. Retaining this
authority from the FERC is important to the traditional electric operating companics' and Southern Power's ability to remain
competitive in thc wholesale electric markets.

The impact of any future revision or changes in interpretations of existing regulations or the adoption of new laws and regulations
applicable to Southern Company or any of its subsidiaries is uncertain. Changes in regulation or the imposition of additional
regulations could influence the operating environment of Southcn Company and its subsidiaries and may result in substantial costs or
otherwise negatively affect their results of operations.

‘The Southern Company system's costs of compliance with environmental laws and satisfying related AROSs are significant. The
costs of compliance with current and future environmental laws and related AROs and the incurrence of environmental
liabilities could negatively impact the net income, cash flows, and financial condition of the registrants.

The Southern Company system's vperations are subject to extensive regulation by state and federal environmental agencics through a
variety of laws and regulations. Compliance with existing cnvironmental requirements involves significant capital and operating costs
including the settlement of AROs, a major portion of which is expected to be recovered through existing ratemaking provisions or
through market-based contracts. There is no assurance, however, that all such costs will be recovercd. The registrants expect future
compliance expenditures will continue to be significant.

The EPA has adopted and is implcmenting regulations governing air and water quality under the Clean Air Act and regulations
goveming cooling water intake structures and effluent guidelines for steam electric generating plants under the Clean Water Act. The
EPA has also adopted regulations governing the disposal of CCR, including coal ash and gypsum, in landfills aod surface
impoundments at active generating power plants. The cost estimates for AROs related to the disposal of CCR are based on information
using various assumptions related to closure and post-closure costs, timing of futurc cash outlays, inflation and discount rates, and the

potential methods for complying with the CCR Rule. The traditional electric operating companies will continue to periodically update
their ARO cost estimates.

Additionally, environmental laws and regulations covering the handling and disposal of waste and release of hazardous substances
could require the Southern Company system to incur substantial costs to clcan up affected sites, including certain current and former
operating sites, and locations affected by historical operations or subject to contractual obligations.

Existing environmental laws and regulations may be rcviscd or new environmental laws and regulations may be adopted or become

applicable to the Southern Company system. In addition, existing environmental laws and regulations may bc impacted by related legal
challenges.

Litigation over environmental issues and claims of various types, including property damage, personal injury, common law nuisance,
and citizen enforcement of environmental requirements has occurred throughout the U.S. This litigation has included claims for
damages alleged to have been caused by CO2 and other emissions, CCR, releases of regulated substanccs, and alleged exposure to
regulated substances, and/or requests for injunctive relief in connection with such matters.
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Compliance with any new or revised environmental laws or regulations could affect many areas of the Southern Company system's
operations. The Southern Company system's ultimate environrental compliance strategy and future environmental expenditures will
depend on various factors, such as state adoption and implementation of requircments, the availability and cost of any deployed control
technology, and the outcome of pending and/or future legal challenges. Compliance costs may result from the installation of additional
environmental controls, closure and monitoring of CCR facilities, unit retirements, or changing fuel sources for certain existing units,
as well as related upgrades to the Southern Company system's transmission and distribution (electric and natural gas) systems.
Environmental compliance spending over the next several years may differ materially from the amounts estimated. Such expenditures
could affect results of operations, cash flows, and/or financial condition if such costs are not recovered on a timely basis through
regulated rates for the traditional electric operating companies and the natural gas distribution utilities or through long-term wholesale
agreements for the traditional electric operating companies and Southern Powecr. Further, higher costs that are recovered through
regulated rates could contribute to reduced demand for energy, which could negatively affect results of operations, cash flows, and
financial condition. Additionally, many commercial and industrial customers may also be affected by existing and future environmental
requirements, which for some may have the potential to ultimately affect their demand for electricity or natural gas.

The Southern Company system may be exposed to regulatory and Gnancial risks related to the impact of GHG legislation,
regulation, and emission reduction goals.

The EPA has published rules limiting CO emissions from new, modified, and reconstructed fossil fuel-fired electric generaling units
and guidelines for states to develop plans to meet EPA-mandated CO2 emission performance standards for existing units (known as the
Clean Power Plan or CPP). On August 31, 2018, the EPA published a proposed rule known as the Affordable Clean Energy (ACE)
Rule, which is intended to replace a regulation enacted in 2015 known as the Clean Power Plan (CPP), that would limit CO2 emissions
from existing fossil fuel-fired electric generating units. The CPP has been stayed by the U.S. Supreme Court since 2016. The ACE
Rule would require states to develop GHG unit-specific emission rate standards based on heat-rate efficiency improvements for
existing fossil fuel-fired steam units. As proposed, combustion turbines, including natural gas combined cyclcs, arc not affected
sources. As of January 1, 2019, the Southern Company system has ownership interests in 40 fossil fuel-fired steam units to which the
proposed ACE Rule is applicable. The ultimate impact of this rule to the Southern Company system is currently unknown and will

depend on changes between the proposal and the final rule, subsequent state plan developments and requirements, and any associated
legal challenges.

The EPA also has proposed a review of final rules adopted in 2015 to establish performance standards for new, modified, and

reconstructed electric utility generating units. The impact of any changes will depend on the content of any final rule adopted by the
EPA and the outcome of any related legal challenges.

In April 2018, Southern Company established an intermediate goal of a 50% reduction in carbon emissions from 2007 levels by 2030
and a long-tern goal of low- to no-carbon operations by 2050. To achieve these goals, the Southern Company system expects to
continue growing its renewable energy portfolio, optimize technology advancements to modernize its transmission and distribution
systems, increase the use of natural gas for generation, complete ongoing construction projects, including Georgia Power's interest in
Plant Vogtle Units 3 and 4, invest in energy efficiency, and continue research and development efforts focused on technologies to lower
GHG emissions. The Southem Company system's ability to achieve these goals also will be dependent on many external factors,

including supportive national energy policies, low natural gas prices, and the development, deployment, and advancement of relevant
energy technologies.

Costs associated with GHG legislation, regulation, and emission reduction goals could be significant. However, the ultimate impact
will depend on various factors, such as state adoption and implementation of requirements, low natural gas prices, the development,
deployment, and advancement of relevant energy technologies, the ability to recover costs through existing ratemaking provisions, and
the outcome of pending and/or future legal challenges.

Because natural gas is a fossil fuel with lower carbon content relative 1o other fossil fuels, future GHG constraints, including, but not
limited to, the imposition of a carbon tax, may crcate additional demand for natural gas, both for production of electricity and direct use
in homes and businesses. Future GHG constraints designed to minimize emissions from natural gas could likewise result in increased

costs to the Southern Company system and affect the demand for natural gas as well as the prices charged to customers and the
competitive position of natural gas. '
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The net income of Southern Company, the traditional electric operating companies, and Southern Power could be negatively
impacted by changes in regulations related to transmission planning processes and competition in the wholesale electric
markets.

The traditional electric operating companics currently own and operate transmission facilities as part of a vertically integrated utility. A
small percentage of transmission revenues are collected through the wholesale electric tariff but thc majority are collected through
retail rates. FERC rules pertaining to regional transmission planning and cost allocation present challenges to transmission planning
and the wholcsale market structure. The key impacts of these rules include:

« possible disruption of the integrated resource planning processes within the states in the Southern Company system's service

territory;
+ delays and additional processes for developing transmission plans; and
« possible impacts on state jurisdiction of approving, certifying, and pricing new transmission facilities.

The FERC rules related to transmission are intended to spur the development of new transmission infrastructure to promote and
encourage the intcgration of renewable sources of supply as well as facilitate competition in the wholesale market by providing more
choices to wholesale power customers. Technology changes in the power and fuel industries continue to create significant impacts to
wholesale transaction cost structures. The impact of these and other such developments and the effect of changes in levels of wholesale
supply and demand are uncertain. The financial condition, net income, and cash flows of Southern Company, the traditional clcctric
operating companies, and Southern Power could be adversely affected by these and other changes.

The traditional electric operating companies and Southern Power could be subject to higher costs as a resuit of implementing
and maintaining compliance with the North American Electric Reliability Corporation mandatory reliability standards along
with possible associated penalties for non-compliance.

Owners and operators of bulk power systems, including the traditional electric operating companies, are subject to mandatory
reliability standards enacted by the North American Electric Reliability Corporation and enforced by the FERC. Compliance with or
changes in the mandatory reliability standards may subject the traditional electric operating companies and Southern Power to higher
operating costs and/or increased capital expenditures. If any traditional electric operating company or Southern Power is found to be in
noncompliance with these standards, such traditional electric operating company or Southern Power could be subject to sanctions,
including substantial monetary penalties.

OPERATIONAL RISKS

The financial performance of Southern Company and its subsidiaries may be adversely affected if the subsidiaries are unable
to successfully operate their facilities or perform certain corporate functions.

The financial performance of Southern Company and its subsidiaries depends on the successful operation of the electric generation,
transmission, and distribution facilities and natural gas distribution and storage facilities and the successful performance of nccessary
corporate functions. There are many risks that could affect these operations and performance of corporate functions, including:
*  operator error or failure of equipment or processes;
* accidents;
*  operating limitations that may be imposed by environmental or other regulatory requirements or in connection with joint
Oowncr arrangements;
+ labor disputes;
* physical attacks;
«  fuel or material supply interruptions and/or shortages;
* transmission disruption or capacity constraints, including with respect to the Southem Company systcm's and third parties'
transmission, storage, and transportation facilities;
« compliancc with mandatory reliability standards, including mandatory cyber security standards;
« implementation of new technologies;
« information technology system failures;
¢ cyberintrusions;
< environmental events, such as spills or releases; and
+ catastrophic events such as fires, earthquakes, explosions, floods, tomadoes, hurricanes and other storms, droughts, pandemic
health events, or other similar occurrences.

A decrease or elimination of revenues from the electric generation, transmission, or distribution facilities or natural gas distribution or
storage facilitics or an increase in the cost of operating the facilities would reduce the net income and cash flows and could adversely
impact the financial condition of the affected registrant.
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Operation of nuclear facilities involves inherent risks, including environmental, safety, health, regvlatory, natural disasters,
cyber intrusions or physical attacks, and financial risks, that could result in fines or the closure of the nuclear units owned by
Alabama Power or Georgia Power and which may present potential exposures in excess of insurance coverage.

Alabama Power owns, and contracts for the operation of|, two nuclear units and Georgia Power holds undivided interests in, and
contracts for the operation of, four existing nuclear units. The six existing units are operated by Southern Nuclear and represent
approximately 3,680 MWs, or 8% of the Southern Company system's clectric generation capacity at January 1, 2019. In addition, these
units generated approximately 25% of the total KWHs generated by each of Alabama Power and Georgia Power in the year ended
December 31, 2018. In addition, Southern Nuclear, on behalf of Georgia Power and the other Vogtle Owners, is managing the
construction of Plant Vogtle Units 3 and 4. Due solcly to the increasc in nuclear generating capacity, the below risks are expected to
increase incrementally once Plant Vogtle Units 3 and 4 are operational. Nuclear facilities are subject to environmental, safety, health,
operational, and financial risks such as:

+ the potential harmful effects on the environment and human health and safety resulting from a release of radioactive materials
in connection with the operation of nuclear facilities and the storage, handling, and disposal of radioactive material, including
spent nuclear fuel;

< uncertainties with respect to the ability to dispose of spent nuclear fuel and the need for longer term on-site storage;

«  uncertainties with respect to the technological and financial aspects of dccommissioning nuclear plants at the end of licensed
lives and the ability to maintain and anticipate adequate capital reserves for decommissioning;

« limitations on the amounts and types of insurance commercially available to cover losses that might arise in connection with
the nuclear operations of Alabama Power and Georgia Power or those of other commercial nuclear facility owners in the U.S.;

« potential liabilities arising out of the operation of these facilities;

< significant capital expenditures relating to maintenance, operation, security, and repair of these facilities, including repairs and
upgrades required by the NRC;

s actual or threatened cyber intrusions or physical attacks; and

+ the potential impact of an accident or natural disaster.

1t is possible that damages, dccommissioning, or other costs could exceed the amount of decommissioning trusts or external insurance
coverage, including statutorily required nuclear incident insurance.

The NRC has broad authority under federal law to impose licensing and safety-related requircments for the operation of nuclear
generation facilities. In the event of non-compliance, the NRC has the authority to impose fines and/or shut down any unit, depending
upon its assessment of the severity of the situation, until compliance is achieved. NRC orders or regulations related {o increased
security measures and any future safety requirements promulgated by the NRC could require Alabama Power and Georgia Power to
make substantial operating and capital expcnditurcs at their nuclear plants. In addition, if a serious nuclear incident were to occur, it
could result in substantial costs to Alabama Power or Georgia Power and Southern Company. A major incident at a nuclear facility
anywhere in the world could cause the NRC to delay or prohibit construction of new nuclear unit or require additional safety measures
at new and existing units. Moreover, a major incident at any nuclear facility in the U.S., including facilities owned and operated by
third parties, could require Alabarna Power and Georgia Power to make material contributory payments.

In addition, actual or potential threats of cyber intrusions or physical attacks could result in increased nuclear licensing or compliance
costs that are difficult to predict.

Transporting and storing natural gas involves risks that may result in accidents and other operating risks and costs.

Southern Company Gas' natural gas distribution and storage activities involve a variety of inherent hazards and operating risks, such as
leaks, accidents, explosions, and mechanical problems, which could result in serious injury to employees and non-employees, loss of
life, significant damage to property, environmental pollution, and impairment of its operations. The location of pipelines and storage
facilities near populated areas could increase the level of damage resulting from these risks. Additionally, these pipeline and storage
facilitics are subjcct to various state and other regulatory requirements. Failure to comply with these regulatory requirements could
result in substantial monetary penalties or potential early retirement of storage facilities, which could trigger an associated impairment.
The occurrence of any of these events not fully covered by insurance or otherwise could adversely affect Southern Company Gas' and
Southern Company's financial condition and results of operations.

Physical attacks, both threatened and actual, could impact the ability of the Subsidiary Registrants to operate and could
adversely affect financial results and liquidity.

The Subsidiary Registrants face the risk of physical attacks, both threatened and actual, against their respective generation and storage
facilities and the transmission and distribution infrastructure used to transport energy, which could negatively impact
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their ability to generate, transport, and deliver power, or otherwise opcrate their respective facilities, or, with respect to Southern
Company Gas, its ability to distribute or store natural gas, or otherwise operate its facilities, in the most efficient manner or at all. In
addition, physical attacks against third-party providers could have a similar effect on Southern Company and its subsidiaries.

Despite the implementation of robust security measures, all assets are potentially vulnerable to disability, failures, or unauthorized
access due to human error, natural disasters, technological failure, or internal or external physical attacks. If assets were to fail, be
physically damaged, or be breached and were not restored in a timely manner, the affected Subsidiary Registrant may be unable to
fulfill critical business functions. Moreover, the amount and scope of insurance maintained against losses resulting from any such

events or physical security breaches may not be sufficient to coverlosses or otherwise adequately compensate for any disruptions to
business that could result.

These events could harm the reputation of and negatively affect the financial results of the registrants through lost revenues and costs
to repair damage, if such costs cannot be recovered.

An information security incident, including a cybersecurity breach, or the failure of one or more key information technology
systems, networks, or processes could impact the ability of the registrants to operate and could adversely affect financial results
and liquidity.

Information security risks have generally increased in recent years as a result of the proliferation of new technology and increased
sophistication and frequency of cyber attacks and data security breaches. The Subsidiary Registrants operate in highly regulated
industries that require the continued operation of sophisticated information technology systems and network infrastructure, which are
part of interconnected distribution systems. Because of the critical nature of the infrastructure, increased connectivity to the internet,
and technology systems' inherent vulnerability to disability or failures due to hacking, viruses, acts of war or terrorism, or other types
of data security breaches, Southern Company and its subsidiaries face a heightened risk of cyberattack. Parties that wish to disrupt the
U.S. bulk power system or Southern Company system operations could view these computer systems, software, or networks as
targets. The registrants and their third-party vendors have been subject, and will likely continue to be subject, to attempts to gain
unauthorized access to their information technology systems and confidential data or to attempts to disrupt utility operations. As a
result, Southem Company and its subsidiaries face on-going threats to their assets, including assets dcemed critical infrastructure,
where databases and systems have been, and will likely continue to be, subject to advanced computer viruses or other malicious codes,
unauthorized access attempts, phishing, and other cyber attacks. While there have been immaterial incidents of phishing and attempted
financial fraud across the Southem Company system, there has been no material impact on business or operations from these attacks.
However, the registrants cannot guarantce that security efforts will prevent breaches, operational incidents, or other breakdowns of
information technology systems and network infrastructure and cannot provide any assurance that such incidents will not have a
material adverse effect in the future.

In addition, in the ordinary course of business, Southern Company and its subsidiaries collect and retain sensitive information,
including personally identifiable information about customers, employees, and stockholders, and other confidential information. In
some cases, administration of certain functions may be outsourced to third-party service providers that could also be targets of cyber
attacks. Generally, Southern Company and its subsidiaries enter certain contractual security guarantees and assurances with these third
parties to help ensure the security and safety of this information.

Despite the implementation of robust security measures, all assets are potentially vulnerable to disability, failures, or unauthorized
access due to human error, natural disasters, technological failure, or internal or external cyber attacks. If assets were to fail or be
breached and were not restored in a timely manner, the affected registrant may be unable to fulfill critical business functions, and
sensitive and other data could be compromised. Any cyber breach or theft, damage, or improper disclosure of sensitive electronic data
may also subject the affected registrant to penalties and claims from regulators or other third parties. Moreover, the amount and scope
of insurance maintained against losses resulting from any such events or security breaches may not be sufficient to cover losses or
otherwise adequately compensate for any disruptions to business that could result. In addition, as cybercriminals become more
sophisticated, the cost of proactive defensive measures may increase.

These events could negatively affect the financial results of the registrants through lost revenues, costs to recover and repair damage,

costs associated with governmental actions in response to such attacks, and litigation costs if such costs cannot be recovered through
insurance or otherwise.

The Southern Company system may not be able to obtain adequate natural gas, fuel supplies, and other resources required to
operate the traditional electric operating companies' and Southern Power's electric generating plants or serve Southern
Company Gas' natural gas customers.

The traditional electric operating companies and Southem Power purchase fuel, including coal, natural gas, uranium, fuel oil, and
biomass, as applicable, from a number of suppliers. Additionally, the traditional electric operating companies and Southern

I-23

hitps://www.sec.gov/Archives/edgar/data/3153/000009212219000006/s010-k12312018.htm 46/819



2/14/2020 Document

Table of Contents Index to
Financial Statements

Power need adequate access to water, which is drawn from nearby sources to aid in the production of electricity and, once it is used,
rctuncd to its source. Disruption in the delivery of fuel, including disruptions as a result of, among other things, transportation delays,
weather, labor relations, force majeure events, or environmental regulations affecting any of these fuel suppliers, or the availability of
water, could limit the ability of the traditional clcctric operating companies and Southern Power to operate certain facilities, which
could result in higher fuel and operating costs and potentially reduce the net income of the affected traditional clectric operating
company or Southern Power and Southem Company.

Southern Company Gas' primary business is the distribution and sale of natural gas through its regulated and unregulated subsidiaries.
Natural gas supplies can be subject to disruption in the event production or distribution is curtailed, such as in the event of a hurricane
or a pipeline failure. Southern Company Gas also relies on natural gas pipelines and other storage and transportation facilities owned
and operated by third parties to deliver natural gas to wholesale markets and to Southcrn Company Gas' distribution systems. The
availability of shale gas and potential regulations affecting its accessibility may have a material impact on the supply and cost of
natural gas. Disruption in natural gas supplies could limit the ability to fulfill these contractual obligations.

The traditional electric operating companies and Southern Power have become more dependent on natural gas for a portion of their
electric generating capacity and expect to continue to increase such dependence. In many instances, the cost of purchascd power for the
traditional electric operating companies and Southern Power is influenced by natural gas prices. Historically, natural gas prices have
been more volatile than prices of other fuels. In recent years, domestic natural gas prices have been depressed by robust supplies,
including production from shale gas. These market conditions, together with additional regulation of coal-fired generating units, have
increased the traditional electric operating companies' reliance on natural gas-fired generating units.

The traditional electric operating companies are also dependent on coal for a portion of their electric generating capacity. The
traditional electric operating companies depend on coal supply contracts, and the counterparties to these agrecments may not fulfill
their obligations to supply coal to the traditional electric operating companies. The suppliers may experience financial or technical
problems that inhibit their ability to fulfill their obligations. In addition, the suppliers may not be required to supply coal under certain
circumstances, such as in the event of a natural disaster. If the traditional electric operating companies are unable to obtain their coal
requirements under these contracts, they may be rcquired to purchase their coal requirements at higher prices, which may not be
recoverable through rates.

The revenues of Southern Company, the traditional electric operating companies, and Southern Power depend in part on sales
under PPAs. The failure of a counterparty to one of these PPAs to perform its obligations, the failure of the traditional electric
operating companies or Southern Power to satisfy minimum requirements under the PPAs, or the failure to renew the PPAs or
successfully remarket the related generating capacity could bave a negative impact on the net income and cash flows of the
affected traditional electric operating company or Southern Power and of Southera Company.

Most of Southern Power’s generating capacity has been sold to purchasers under PPAs. Southern Power's top three customers, Georgia
Power, Duke Energy Corporation, and Southern California Edison accounted for 9.8%, 6.8%, and 6.2%, respectively, of Southern
Power's total revenues for the year ended December 31, 2018. In addition, the traditional electric opcrating companies enter into PPAs
with non-affiliated parties. Revenues are dependent on the continued performance by the purchasers of their obligations under these
PPAs. The failure of one of the purchasers to perform its obligations, including as a result of a general default or bankruptcy, could
have a negative impact on the net income and cash flows of the affected traditional electric operating company or Southern Power and
of Southern Company. Although the credit evaluations undertaken and contractual protections implemented by Southern Power and the
traditional electric operating companies take into account the possibility of default by a purchaser, actual exposure to a default by a
purchaser may be greater than predicted or specified in the applicable contract. See Note 1 to the financial statements under "Revenues
— Concentration of Revenue" in Item 8 hercin for additional information on Pacific Gas & Electric Company's bankruptcy filing.

Additionally, neitber Southern Power nor any traditional electric operating company can predict whether the PPAs will be renewed at
the end of their respective terms or on what terms any renewals may be made. The failure of the traditional electric operating
companies or Southen Power 1o satisfy minimum operational or availability requirements under these PPAs could result in payment of
damages or termination of the PPAs.

The asset management arrangements between Southern Company Gas' wholesale gas services and its customers, including the

natural gas distribution utilities, may not be renewed or may be renewed at lower levels, which could have a significant impact
on Southern Company Gas' financial results.

Southern Company Gas' wholesale gas services currently manages the storage and transportation assets of the natural gas distribution
utilities (except Nicor Gas) as well as certain non-affiliated customers. Southern Company Gas' wholesale gas
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services has a concentration of credit risk for services it provides to its counterparties, which is generally concentrated in 20 of its
counterparties.

The profits earned from the management of affiliate assets are shared with the respective affiliate's customers (and for Atlanta Gas
Light with the Georgia PSC's Universal Service Fund), except for Chattanooga Gas where wholesale gas services are provided under
annual fixed-fee agreements. These asset management agreements are subject to regulatory approval and such agreements may not be
reaewed or may be renewed with less favorable terms.

The financial results of Southern Company Gas' wholesale gas services could be significantly impacted if any of its agreements with its
affiliated or non-affiliated customers are not renewed or are amended or renewed with less favorable terms. Sustained low natural gas
prices could reduce the demand for these types of asset management arrangements.

Increased competition could negatively impact Southern Company's and its subsidiaries' revenues, results of operations, and
financial condition.

The Southern Company system faces increasing competition from other companies that supply energy or generation and storage
technologies. Changes in technology may make the Southern Company system's electric generating facilities owned by the traditional
electric operating companies and Southern Power less competitive. Southern Company Gas' business is dependent on natural gas prices
remaining competitive as compared to other forms of energy. Southerm Company Gas also faces competition in its unregulated markets.

A key element of the business models of the traditional electric operating companies and Southern Power is that generating power at
central station power plants achieves economies of scale and produces power at a competitive cost. There are distributed generation
and storage technologies that produce and store power, including fuel cells, microturbines, wind turbines, solar cells, and batteries.
Advances in technology or changes in laws or regulations could reduce the cost of these or other alternative methods of producing
power to a level that is competitive with that of most central station power electric production or result in smaller-scale, more fuel
efficient, and/or more cost effective distributed generation that allows for increased self-generation by customers. Broader use of
distributed generation by retail energy customers may also result from customers' changing perceptions of the merits of utilizing
existing generation technology or tax or other economic incentives. Additionally, a state PSC or legislature may modify certain aspects
of the traditional electric operating companies' business as a result of these advances in technology.

It is also possible that rapid advances in central station power generation technology could reduce the value of the current electric
generating facilities owned by the traditional electric operating companies and Southern Power. Changes in technology could also alter
the channels through which electric customers buy or utilize power, which could reduce the revenues or increase the expenses of
Southem Company, the traditional electric operating companies, or Southern Power.

Southern Company Gas' gas marketing services is affecled by competition from other energy marketers providing similar services in
Southem Company Gas' service territories, most notably in Illinois and Georgia. Southern Company Gas' wholesale gas services
competes for sales with national and regional full-service energy providers, energy merchants and producers, and pipelines based on
the ability to aggregate competitively-priced commodities with transportation and storage capacity. Southern Company Gas competes
with natural gas facilities in the Gulf Coast region of the U.S., as the majority of the existing and proposed high deliverability salt-
dome natural gas storage facilities in North America are located in the Gulf Coast region.

If new technologies become cost competitive and achieve sufficient scale, the market share of the Subsidiary Registrants could be
eroded, and the value of their respective electric generating facilities or natural gas distribution and storage facilities could be reduced.
Additionally, Southern Company Gas' market share could be reduced if Southern Company Gas cannot remain price competitive in its
unregulated markets. If state PSCs or other applicable state regulatory agencies fail to adjust rates to reflect the impact of any changes
in loads, increasing self-generation, and the growth of distributed generation, the financial condition, results of operations, and cash

flows of Southem Company and the affected traditional electric operating company or Southem Company Gas could be materially
adversely affected.

Failure to attract and retain an appropriately qualified workforce could negatively impact Southern Company’s and its
subsidiaries’ results of operations.

Events such as an aging workforce without appropriate replacements, mismatch of skill sets to future needs, or unavailability of
contract resources may lead to operating challenges such as lack of resources, loss of knowledge, and a lengthy time period associated
with skill development, including with the workforce needs associated with major construction projects and ongoing operations. The
Southern Company system's costs, including costs for contractors to replace employees, productivity costs, and safety costs, may rise.
Failure to hire and adequately obtain replacement employees, including the ability to transfer significant internal historical knowledge
and expertisc to the new employees, or the future availability and cost of contract labor may adversely affcct Southern Company and its
subsidiaries' ability to manage and operate their businesses. If Southern Company
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and its subsidiaries arc unable to successfully attract and retain an appropriately qualified workforce, results of operations could be
negatively impacted.

CONSTRUCTION RISKS

The registrants may incur additional costs or delays in the construction of new plants or other facilities and may not be able to
recover their investments. Also, existing facilities of the Subsidiary Registrants require ongoing expenditures, including these lo
meet AROs and other environmental standards and goals.

General

The businesses of the registrants require substantial expenditures for investments in new facilities and, for the traditional electric
operating compaaies, capital improvements to transmission, distribution, and generation facilities, for Southern Power, capital
improvements to generation facilities, and, for Southern Company Gas, capital improvements to natural gas distribution and storage
facilities. These expenditures also include those to meet AROs and environmental standards and goals. Certain of the traditional
electric operating companies and Southern Power are in the process of constructing new generating facilities and adding environmental
controls equipment at existing generating facilities. Southern Company Gas is replacing certain pipelines in its natural gas distribution
system and is involved in tWo new gas pipeline construction projects. The Southern Company system intends to continue its strategy of
developing and constructing other new facilities, expanding or updating existing facilities, and adding environmental control
equipment. These types of projects are long term in nature and in some cases may include the development and construction of
facilities with designs that have not been finalized or previously constructed. The completion of these types of projects without delays
or significant cost overruns is subject to substantial risks, including:

+ shortages, increased costs, or inconsistent quality of equipment, materials, and labor;

« changes in labor costs, availability, and productivity;

« challenges related to management of contractors, subcontractors, or vendors;

«  work stoppages;

e contractor or supplier delay;

» non-performance under construction, operating, or other agreements;

< delays in or failure to receive necessary permits, approvals, tax credits, and other regulatory authorizations;

¢ delays in start-up activities (including major cquipment failure and system integration) and/or operational performance;

«  operational readiness, including specialized operator training and required site safety programs;

< impacts of new and existing laws and regulations, including environmental laws and regulations;

» the outcome of any legal challenges to projects, including legal challenges to regulatory approvals;

» failure to construct in accordance with permitting and licensing requirements (including satisfaction of NRC requirements);

« failure to satisfy any environmental performance standards and the requirements of tax credits and other incentives;

*  continued public and policymaker support for projects;

« adverse wcather conditions or natural disasters;

« engineering or design problems;

» changes in project design or scope;

« environmental and geological conditions;

= delays or increased costs to interconnect facilities to transmission grids; and

« increased financing costs as a result of changes in market interest rates or as a result of project delays.

If a Subsidiary Registrant is unable to complete the development or construction of a project or decides to delay or cancel construction
of a project, it may not be able to recover its investment in that project and may incur substantial cancellation payments under
equipment purchasc orders or construction contracts, as well as other costs associated with the closure and/or abandonment of the
construction project. See Note 2 to the financial statements under "Kemper County Energy Facility" for information related to the
abandonment of and related closure activities and costs for the mine and gasifier-related assets at the Kemper County energy facility.

Additionally, each Southern Company Gas pipeline construction project involves separate joint venture participants, Southern Power
participates in partnership agreements with respect to renewable energy projects, and Georgia Power jointly owns Plant Vogtle Units 3
and 4 with other co-owners. Any failure by a partner or co-owner to perform its obligations under the applicable agreements could have
a material negative impact on the applicable project under construction. In addition, partnership and joint ownership agreements may
provide partners or co-owners with certain decision-making authority in connection with projects under construction, including rights
to cause the cancellation of a construction project under certain circumstances.

Even if a construction project (including a joint venture construction project) is completed, the total costs may be higher than estimated
and may not be recoverable through regulated rates, if applicable. In addition, construction delays and contractor
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performance shortfalls can result in the loss of revenucs and may, in turn, adverscly affect the net income and fraancial position of the
affected registrant. See Note 2 to the financial statements under "FERC Matters — Southern Company Gas" for information regarding
the Atlantic Coast Pipeline construction delays and the associated cost increase.

Construction delays could result in the loss of otherwise available tax credits and incentives. Furthermore, if construction projects are

not completed according to specification, a registrant may incur liabilities and suffer reduced plant efficiency, higher operating costs,
and reduced net income.

Once facilities bccome operational, ongoing capital expenditures arc required to maintain reliable levels of operation. Significant
portions of the traditional electric operating companies' existing facilities were constructed many years ago. Older equipment, even if
maintained in accordance with good engineering practices, may rcquire significant expenditurcs to maintain efficiency, to comply with
changing environmental requirements, to provide safe and reliable operations, and/or to meet related retirement obligations.

The largest construction project currently underway in the Southern Company system is Plant Vogtle Units 3 and 4.

Plant Vogtle Units 3 and 4 construction and rate recovery
Background

In 2009, the Georgia PSC certified construction of Plant Vogtle Units 3 and 4. Georgia Power bolds a 45.7% ownership interest in Plant
Vogtle Units 3 and 4. In 2012, the NRC issued the related combined construction and operating licenses, which allowed full
construction of the two AP1000 nuclear units (with electric generating capacity of approximately 1,100 MWs each) and related
facilities to begin. Until March 2017, construction on Plant Vogtle Units 3 and 4 continued under the Vogtle 3 and 4 Agreement, which

was a substantially fixed price agreement. In March 2017, the EPC Contractor filed for bankruptcy protection under Chapter 11 of the
U.S. Bankruptcy Code.

[n connection with the EPC Contractor's bankruptcy filing, Georgia Power, acting for itself and as agent for the Vogtle Owners, entered
into the Interim Assessment Agreement with the EPC Contractor so allow construction to continue. The Interim Assessment
Agrcement expired in July 2017 when Georgia Power, acting for itself and as agent for the other Vogtle Owners, and the EPC
Contractor entered into the Vogtle Services Agreement. Under the Vogtle Services Agreement, Westinghouse provides facility design
and engineering services, procurement and technical support, and staff augmentation on a time and materials cost basis.

In October 2017, Georgia Power, acting for itself and as agent for the other Vogtle Owners, executed the Bechtel Agreement, a cost
reimbursable plus fee arrangement, whereby Bechtel is reimbursed for actual costs plus a base fee and an at-risk fee, which is subject to
adjustment based on Bechtel's performance against cost and schedule targets.

Cost and Schedule

Gcorgia Power's approximatc proportionate share of the remaining estimated capital cost to complete Plant Vogtle Units 3 and 4 by the
expected in-service dates of November 2021 and November 2022, respectively, is as follows:

(in bilfions)
Basc project capital cost forecast®®) $ 8.0
Construction contingency estimate 0.4
Total project capital cost forecast(®X®) 8.4
Net investment as of December 31, 2018®) (4.6)
Remaining estimate to complete(® $ 3.8

(a) Excludes financing costs expected to be capitalized through AFUDC of approximately $315 million.
(b) Net of $1.7 billion received from Toshiba under the Guarantee Settlement Agreement and approximately $188 million in related Customer Refunds.

Georgia Power estimates that its financing costs for construction of Plant Vogtlc Units 3 and 4 will total approximatcly $3.1 billion, of
which $1.9 billion bad been incurred through December 31, 2018.

As construction continues, challenges with management of contractors, subcontractors, and vendors; labor productivity, availability,
and/or cost escalation; procurement, fabrication, delivery, assembly, and/or installation and testing, including any rcquired engineering
changes, of plant systems, structures, and components (some of which are based on new technology that only recently began initial
operation in the global nuclear industry at this scale); or other issues could arise and change the projected schedule and estimated cost.
Monthly construction production targets required to maintain the current project schedule will continue to increase significantly
throughout 2019. To meet these increasing monthly targets, existing craft construction productivity must improve and additional craft
laborers must be retained and deployed.
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Georgia Power and Soutbern Nuclear believe it is a leading practice in connection with a construction project of this size and
complexity to periodically validate recent construction progress in comparison to the projected schedule and to verify and update
quantities of commodities remaining to install, labor productivity, and forecasted staffing needs. This verification process, led by
Southern Nuclear, was underway as of December 31, 2018 and is expected to be completed during the second quarter 2019. Georgia
Power currently does not anticipatc any material changes to the total estimated project capital cost forecast for Plant Vogtle Units 3 and
4 or the expected in-service dates of November 2021 and November 2022, respectively, resulting from this verification process.
However, the ultimate impact on cost and schedule, if any, will not be known until the verification process is complcted. Georgia
Power is required to report the results and any project impacts to the Georgia PSC by May 15, 2019.

There have becn tcchnical and procedural challenges to the construction and licensing of Plant Vogtle Units 3 and 4 at the federal and
state level and additional challenges may arise. Processes are in place that are designed to assure compliance with the requirements
specified in the Westinghouse Design Control Document and the combined construction and operating licenscs, including inspections
by Southemn Nuclear and the NRC that occur throughout construction. As a result of such compliance processes, certain license
amendment requests have been filed and approved or are pending before the NRC. Various design and other licensing-based
compliance matters, including the timely resolution of ITAAC and the related approvals by the NRC, may arise, which may result in
additional license amendments or require other resolution. If any license amendment requests or other licensing-based compliance
issues are not resolved in a timcly manner, thcre may be delays in the project schedule that could result in increased costs.

The ultimate outcome of these matters cannot be determined at this time. However, any extension of the project schedule is currently
estimated to result in additional base capital costs of approximately $50 million per month, based on Georgia Power's ownership
interests, and AFUDC of approximately $12 million per month. While Georgia Power is not precluded from seeking recovery of any
future capital cost forccast increase, management will ultimately determine whether or not to seek recovery. Any further changes to the

capital cost forecast that are not expected to be recoverable through regulated rates will be required to be charged to income and such
charges could be material.

Joint Owner Contracts

In November 2017, the Vogtle Owners entered into an amendment to their joint ownership agreements for Plant Vogtle Units 3 and 4 to
provide for, among other conditions, additional Vogtle Owner approval requirements. Effective August 31, 2018, the Vogtle Owners
further amended the joint ownership agreements to clarify and provide procedures for certain provisions of the joint ownership
agreemeats related to adverse events that require the vote of the holders of at least 90% of the ownership interests in Plant Vogtle Units

3 and 4 to continue construction (as amended, and together with the November 2017 amendment, the Vogtle Joint Ownership
Agreements).

As a result of the increase in the total project capital cost forecast and Georgia Power's decision not to seek rate recovery of the
increase in the base capital costs as described below, the holders of at least 90% of the ownership interests in Plant Vogtle Units 3 aod 4

were required to vote to continue construction. On September 26, 2018, the Vogtle Owners unanimously voted to continue construction
of Plant Vogtle Units 3 and 4.

Amendments to the Vogtle Joint Ownership Agreements

In connection with the votc to continue construction, Georgia Power entered into (i) a binding term sheet (Vogtle Owner Term Sheet)
with the other Vogtle Owners and MEAG's wholly-owned subsidiaries MEAG Power SPVJ, LLC (MEAG SPVJ), MEAG Power
SPVM, LLC (MEAG SPVM), aud MEAG Power SPVP, LLC (MEAG SPVP) to take ccrtain actions which partially mitigate potcntial
financial exposure for the other Vogtle Owners, including additional amendments to the Vogtle Joint Ownership Agreements and the
purchase of PTCs from the other Vogtle Owners, and (ii) a term sheet (MEAG Term Sheet) with MEAG and MEAG SPV]J to provide
funding with respect to MEAG SPVJ's ownership interest in Plant Vogtle Units 3 and 4 (Project J) under certain circumstances. On
January 14, 2019, Georgia Power, MEAG, and MEAG SPV] entered into an agreement to implement the provisions of the MEAG
Term Sheet (MEAG Funding Agreement). On Fcbruary 18, 2019, Georgia Power, the other Vogtle Owners, and MEAG's wholly-
owned subsidiaries MEAG SPVJ, MEAG SPVM, and MEAG SPVP entered into certain amendments to the Vogtle Joint Ownersbip
Agrecments to implement the provisions of the Vogtle Owncr Term Shcet (Global Amendments).

Pursuant to the Global Amendments, and consistent with the Vogtle Owner Term Sheet, the Vogtle Joint Ownership Agreements were
modified as fallows: (i) cach Vogtle Owner must pay its proportionate share of qualifying construction costs for Plant Vogtle Units 3
and 4 based on its ownership percentage up to the estimated cost at completion (EA C) for Plant Vogtle Units 3 and 4 which formed the
basis of Georgia Power's forecast of $8.4 billion in the nineteenth VCM plus $800 million; (ii) Georgia Powcr will be responsible for
55.7% of actual qualifying construction costs between $800 million and $1.6 billion over the EAC in the nineteenth VCM (resulting in
$80 million of potential additional costs to Georgia Power), with the remaining Vogtlc Owners responsible for 44.3% of such costs pro
rata in accordance with their respective ownership interests; and (iii) Georgia
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Power will be responsible for 65.7% of qualifying construction costs between $1.6 billion and $2.1 billion over the EAC in the
nineteenth VCM (resulting in a further $100 million of potential additional costs to Georgia Power), with the remaining Vogtle Owners
responsible for 34.3% of such costs pro rata in accordance with their respective ownership interests.

If the EAC is revised and exceeds the EAC in the nineteenth VCM by more than $2.1 billion, each of the other Vogtle Owners will
have a one-time option at the time the project budget forecast is so revised to tender a portion of its ownership interest to Georgia
‘Power in exchange for Georgia Power's agreement to pay 100% of such Vogtle Owner's remaining share of total construction costs in
excess of the EAC in the nineteenth VCM plus $2.1 billion. In this event, Georgia Power will have the option of cancelling the project
in lieu of purchasing a portion of the ownership interest of any otber Vogtle Owner. If Georgia Power accepts the offer to purchase a
portion of another Vogtlc Owner's ownership intcrest in Plant Vogtlc Units 3 and 4, the ownership intcrest(s) to be conveyed from the
tendering Vogtle Owner(s) to Georgia Power will be calculated based on the proportion of the cumulative amount of construction costs
paid by each such tendering Vogtle Owner(s) and by Georgia Power as of the COD of Plant Vogtle Unit 4. For purposes of this
calculation, payments made by Georgia Power on behalf of another Vogtle Owner in accordance with the second and third items
described in the paragraph above will be treated as payments made by the applicable Vogtle Owner.

In the event the actual costs of construction at completion of a Unit are less than the EAC reflected in the nineteenth VCM report and
such Unit is placed in service in accordance with the schedule projected in the nineteenth VCM report (i.e., Plant Vogtle Unit 3 is
placed in service by November 2021 or Plant Vogtle Unit 4 is placed in service by November 2022), Georgia Power will be entitled to
60.7% of the cost savi