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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2005
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission Registrant, State of Incorporation, I.R.S. Employer
File Number Address and Telephone Numbe Identification No.
1-3526 The Southern Company 58-069007(

(A Delaware Corporatior
270 Peachtree Street, N.!
Atlanta, Georgia 3030
(404) 50¢-5000
1-3164 Alabama Power Company 63-000425(
(An Alabama Corporatior
600 North 1&th Street
Birmingham, Alabama 352¢
(205) 25°-1000
1-6468 Georgia Power Company 58-025711¢
(A Georgia Corporatior
241 Ralph McGill Boulevard, N.E
Atlanta, Georgia 3030
(404) 50t-6526
0-2429 Gulf Power Company 59-027681(
(A Maine Corporation
One Energy Plac
Pensacola, Florida 325.
(850) 446111
001-11229 Mississippi Power Company 64-020582!(
(A Mississippi Corporation
2992 West Beac
Gulfport, Mississippi 3950
(228) 861211
1-5072 Savannah Electric and Power Compan 58-041807(
(A Georgia Corporatior
600 East Bay Stre:
Savannah, Georgia 314
(912) 64--7171
33:2-98553 Southern Power Company
(A Delaware Corporatior 58-259867!(
270 Peachtree Street, N.!
Atlanta, Georgia 3030
(404) 50¢-5000
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Indicate by check mark whether the registrantsh@e filed all reports required to be filed by $ectl3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofathfor such shorter period that the registrantsres required to file such reports), a
(2) have been subject to such filing requirememtsHe past 90 days. Y& No 7 Indicate by check mark whether the registrant is an
accelerated filer (as defined by Rule 12b-2 ofSkeurities Exchange Act of 1934).

Registrant Yes No
The Southern Compar v
Alabama Power Compatr v
Georgia Power Compar v
Gulf Power Compan v
Mississippi Power Compar v
Savannah Electric and Power Comp. v
Southern Power Compal v
Description of Shares Outstanding
Registrant Common Stock at March 31, 2005
The Southern Company Par Value $5 Per Share 744,318,77
Alabama Power Company Par Value $40 Per Share 8,250,001
Georgia Power Company Without Par Value 7,761,501
Gulf Power Company Without Par Value 992,71
Mississippi Power Company Without Par Value 1,121,001
Savannah Electric and Power Compan Par Value $5 Per Share 10,844,63
Southern Power Company Par Value $0.01 Per Shart 1,00¢

This combined Form 10-Q is separately filedlye Southern Company, Alabama Power Company, GeBayver Company, Gulf Power
Company, Mississippi Power Company, Savannah Edeatid Power Company, and Southern Power Compafgrnhation contained herein
relating to any individual company is filed by sutdmpany on its own behalf. Each company makegpiesentation as to information
relating to the other companies.
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DEFINITIONS

MEANING

Alabama Power Compar

Allowance for funds used during construct

Bond Market Associatio

Clean Air Act Amendments of 19¢

U.S. Department of Ener

Environmental Compliance Overview P

U.S. Environmental Protection Agen

Financial Accounting Standards Bo:

Federal Energy Regulatory Commiss

Combined Annual Report on Form 10-K of Southern @any, Alabama
Power, Georgia Power, Gulf Power, Mississippi Po@awvannah Electric,
and Southern Power for the year ended Decemb&(B,

Georgia Power Compar

Gulf Power Compan

Internal Revenue Code of 1986, as amer

Internal Revenue Servic

London Interbank Offered Ra

Mirant Corporatior

Mississippi Power Compar

Moody's Investors Service, In

Megawatts

Performance Evaluation Pl

Purchase Power Agreeme

Public Service Commissic

Alabama Power, Georgia Power, Gulf Power, MissfEsiower, and
Savannah Electri

Regional Transmission Organizati

Standard and Pc’s, a division of The McGra-Hill Companies, Inc
Savannah Electric and Power Comp:

Southern Company Services, i

Securities and Exchange Commiss

The Southern Compar

Southern Company Gas LL

Southern Company, the retail operating companiesti@rn Power, and oth
subsidiaries

Southern Power Compal

Southern Company’s traditional service territoryal#ama, Florida, Georgia,
and Mississippi, plus the surrounding states oftleky, Louisiana, North
Carolina, South Carolina, Tennessee, and Virg
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

This Quarterly Report on Form 10-Q contairsvird-looking statements. Forward-looking statermémtlude, among other things,
statements concerning the strategic goals for 8ontGompany’s wholesale business, retail salesthrastorm damage cost recovery,
environmental regulations and expenditures, finagpeictivities, completion of construction proje@sd estimated construction and other
expenditures. In some cases, forward-looking statgsncan be identified by terminology such as “rhayill,” “could,” “should,” “expects,”
“plans,” “anticipates,” “believes,” “estimates,” fgjects,” “predicts,” “potential,” or “continue” adhe negative of these terms or other similar
terminology. There are various factors that coaldse actual results to differ materially from theaggested by the forward-looking
statements; accordingly, there can be no assuthatsuch indicated results will be realized. Thiasgors include:

”ou

. the impact of recent and future federal antestagulatory change, including legislative andutatpry initiatives regarding deregulation
and restructuring of the electric utility industand also changes in environmental, tax, and d&wes and regulations to which South
Company and its subsidiaries are subject, as walhanges in application of existing laws and raguhs;

. current and future litigation, regulatory intigations, proceedings, or inquiries, including gending EPA civil actions against certain
Southern Company subsidiaries, IRS audits, andritlrelated matter:

. the effects, extent, and timing of the entry ofiiddal competition in the markets in which South€ompan’s subsidiaries operat

. variations in demand for electricity and galuding those relating to weather, the generahesty and population, and business
growth (and declines

. available sources and costs of fu

. ability to control costs

. investment performance of Southern Comy's employee benefit plan

. advances in technolog

. state and federal rate regulations and the imgdguérding and future rate cases and negotiat

. the performance of projects undertaken by the-utility businesses and the success of effortsweshin and develop new opportunit
. internal restructuring or other restructuring optidhat may be pursue

. potential business strategies, including adtjoins or dispositions of assets or businesses;iwté@nnot be assured to be completed or
beneficial to Southern Company or its subsidial

. the ability of counterparties of Southern Compang s subsidiaries to make payments as and wher
. the ability to obtain new sh«- and lon¢-term contracts with neighboring utilitie
. the direct or indirect effect on Southern Comy’'s business resulting from terrorist incidents dredthreat of terrorist incident

. interest rate fluctuations and financial mar@tditions and the results of financing effongluding Southern Company’s and its
subsidiarie’ credit ratings

. the ability of Southern Company and its subsidgt@eobtain additional generating capacity at cditipe prices;
. catastrophic events such as fires, earthquakegsiaps, floods, hurricanes, or other similar ocences

. the direct or indirect effects on Southern Camys business resulting from incidents similatite August 2003 power outage in the
Northeast

. the effect of accounting pronouncements issuedgieally by standard setting bodies; ¢

other factors discussed elsewhere herein and ar o#iports filed by the registrants from time toeiwith the SEC
The registrants expressly disclaim any obligationd update any forward-looking statements.
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THE SOUTHERN COMPANY
AND SUBSIDIARY COMPANIES
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDI TED)

For the Three Month
Ended March 31
2005 2004
(in thousands

Operating Revenues:

Retail revenue $2,268,80" $2,144,08!
Sales for resal 347,06: 350,73’
Other electric revenue 101,09! 93,57:
Other revenue 147,49; 143,91¢
Total operating revenut 2,864,46| 2,732,31!
Operating Expenses:
Fuel 921,38« 838,77.
Purchased powe 98,21¢ 119,75¢
Other operation 526,09¢ 514,01!
Maintenance 294,09 237,49°
Depreciation and amortizatic 292,60¢ 240,65
Taxes other than income tax 162,99¢ 158,48
Total operating expens 2,295,39¢  2,109,18I
Operating Income 569,06: 623,13!
Other Income and (Expense)
Allowance for equity funds used during construct 16,85¢ 8,18¢
Interest incomt 5,272 7,65¢
Equity in losses of unconsolidated subsidia (23,109 (25,31¢)
Leveraged lease incon 18,24¢ 15,927
Interest expense, net of amounts capital (138,98¢) (130,589
Interest expense to affiliate tru: (31,930 —
Distributions on mandatorily redeemable preferreclsities — (31,169
Preferred dividends of subsidiari (7,402 (5,472)
Other income (expense), r (5,736) (8,162)
Total other income and (expen: (166,779 (168,939
Earnings Before Income Taxe:! 402,28: 454,19°
Income taxe: 79,32 123,05!
Consolidated Net Income $ 322,96( $ 331,14:
Common Stock Data:
Consolidated basic earnings per st $ 0.4z $ 0.4%
Consolidated diluted earnings per sh $ 04z $ 0.4¢
Average number of basic shares of common stockanding (in thousand: 744,02! 736,63
Average number of diluted shares of common stod¢ktanding (in thousand 748,67 741,60:
Cash dividends paid per share of common s $ 0357¢ $ 0.35C

The accompanying notes as they relate to Southemmp@ny are an integral part of these condenseddiabstatements.
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Three Month
Ended March 31
2005 2004
(in thousands

Operating Activities:

Consolidated net incorn $322,96( $331,14:
Adjustments to reconcile consolidated net incomeetiocash provided from operating activit—
Depreciation and amortizatic 343,07 301,46
Deferred income taxes and investment tax cre 111,38! 130,23:
Allowance for equity funds used during construct (16,859 (7,996
Equity in losses of unconsolidated subsidia 23,10¢ 25,31¢
Leveraged lease incon (18,24 (15,927
Pension, postretirement, and other employee bsi 16,69¢ 15,91¢
Tax benefit of stock optior 15,04¢ 11,73:
Hedge settlemen (18,359 (1,96€)
Natural disaster reserve accounting ol 45,00( —
Other, ne (19,58¢) (53,329
Changes in certain current assets and liabil—
Receivables, ne (16,670 101,11¢
Fossil fuel stocl (36,95)) 23,97¢
Materials and supplie (3,885 (2,939
Other current asse 5,26( (96,057
Accounts payabl (88,579 (7,736
Accrued taxe! (231,339 (134,22)
Accrued compensatic (275,70) (248,05)
Other current liabilitie 14,45¢ (65,345
Net cash provided from operating activit 170,81. 307,33t
Investing Activities:
Gross property additior (479,519 (515,23)
Investment in unconsolidated subsidial (23,919 (8,215
Cost of removal net of salva (16,040 (9,767)
Construction receivables/payables, (45,399 (20,637)
Other 13,65¢ 1,46¢
Net cash used for investing activiti (551,21%) (552,385
Financing Activities:
Increase in notes payable, | 363,71( 107,39¢
Proceed—
Long-term debt 500,00( 597,71
Mandatorily redeemable preferred securi — 200,00t
Preferred stoc — 100,00(
Common stocl 56,03 48,70z
Redemption—
Long-term debi (252,42)) (282,529
Mandatorily redeemable preferred securi — (240,000
Payment of common stock dividen (265,959 (257,50¢)
Other (12,370 (14,529
Net cash provided from financing activiti 388,99( 259,26:
Net Change in Cash and Cash Equivalents 8,59( 14,217
Cash and Cash Equivalents at Beginning of Perio 373,19¢ 311,27
Cash and Cash Equivalents at End of Perio $381,78¢ $325,49:

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest (net of $6,708 and $11,962 capitalized®@®5 and 2004, respective $170,76( $ 142,75(
Income taxes (net of refund $ 31,85t $ 25,88¢

The accompanying notes as they relate to Southemmp@ny are an integral part of these condenseddiabstatements.
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

Assets

At March 31, At December 3:

2005

2004

Current Assets:
Cash and cash equivalel
Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Other accounts and notes receive
Accumulated provision for uncollectible accou
Fossil fuel stock, at average ci
Vacation pay
Materials and supplies, at average (
Prepaid expenst
Other
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated depreciati

Nuclear fuel, at amortized cc
Construction work in progre:

Total property, plant, and equipme
Other Property and Investments:
Nuclear decommissioning trusts, at fair va
Leveraged lease

Other

Total other property and investme|
Deferred Charges and Other Assets
Deferred charges related to income te
Prepaid pension cos

Unamortized debt issuance expe
Unamortized loss on reacquired d
Other regulatory asse

Other

Total deferred charges and other as

Total Assets

(in thousands

$ 381,78 $ 373,19
718,83 755,43
252,41. 304,47
609,74 530,89
278,47 310,97
(38,725 (46,100)
362,32 325,37
105,00° 105,43
605,70 601,82(
171,53 126,05¢
153,05 75,13

3,600,14/  3,462,70;
41,722,00 41,437,51
15,127,83 _ 14,950,93
26,594,16  26,486,57

214,97 218,13

1,730,090  1,656,77:

28,539,23  28,361,48
899,56 904,82t
994,24 976,00
362,44 380,90
2,256,26.  2,261,73:
878,71 864,47
995,29: 985,63
161,47 153,35:
317,79 323,39
212,37 248,95
328,65: 300,36(
2,894,30.  2,876,16i

$37,289,95 $ 36,962,08

The accompanying notes as they relate to Southemmp@ny are an integral part of these condenseddiabstatements.
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

Liabilities and Stockholders’ Equity

At March 31, At December 3:

2005

2004

Current Liabilities:
Securities due within one ye
Notes payabli
Accounts payabl
Customer deposit
Accrued taxe—
Income taxe:
Other
Accrued interes
Accrued vacation pa
Accrued compensatic
Other
Total current liabilities
Long-term Debt
Long-term Debt Payable to Affiliated Trusts
Deferred Credits and Other Liabilities:
Accumulated deferred income ta
Deferred credits related to income ta
Accumulated deferred investment tax cre
Employee benefit obligatior
Asset retirement obligatior
Other cost of removal obligatiol
Miscellaneous regulatory liabilitie
Other
Total deferred credits and other liabiliti
Total Liabilities
Preferred Stock of Subsidiaries
Common Stockholder! Equity:
Common stock, par value $5 per sh—
Authorized— 1 billion shares

Issued — March 31, 2005: 744,574,000 Shares;
— December 31, 2004: 741,734,998 Sh:
Treasury — March 31, 2005: 255,224 Shares;

— December 31, 2004: 240,425 She
Par value
Paic-in capital
Treasury, at cos
Retained earning
Accumulated other comprehensive |
Total Common Stockholders Equity
Total Liabilities and Stockholders’ Equity

(in thousands

$ 1,053,600 $  983,28:
789,09 426,39
728,16 884,24(
206,13 200,45
41,02 47,23
154,43; 243,20
182,01° 179,30:
136,36: 137,45:
154,38« 431,02
275,46t 258,30
3,720,69:  3,790,89:
10,655,46 _ 10,488,07
1,960,64. _ 1,960,64-
5,299,73  5,237,16:
334,53 372,52
545,32 552,10t
890,88t 864,21
918,51 903,38t
1,311,35. 1,295,387
396,38 350,16t
287,91 308,88
9,984,64  9,884,3L
26,321,44  26,123,92
560,45 560,47.
3,722,871  3,708,67'
925,69 868,74°
(5,895) (5,557
5,895,56!  5,838,98
(130,17 (133,169
10,408,06 _ 10,277,68

$37,289,95 $ 36,962,08

The accompanying notes as they relate to Southemmp@ny are an integral part of these condenseddiabstatements.
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

For the Three Month
Ended March 31

2005 2004
(in thousands

Consolidated Net Incornr $322,96( $331,14:
Other comprehensive income (los

Change in fair value of marketable securities,afieax of $(1,729) and $4,061, respectiv (3,32¢) 7,628

Changes in fair value of qualifying hedges, netagfof $2,025 and $(7,711), respectiv 3,16: (12,704

Reclassification adjustment for amounts includedahincome, net of tax of $2,010 and $2,171, retSpaly 3,151 3,49(
COMPREHENSIVE INCOME $325,94¢ $329,55:

The accompanying notes as they relate to Southemmp@ny are an integral part of these condenseddiabstatements.
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FIRST QUARTER 2005 vs. FIRST QUARTER 2004
OVERVIEW

Discussion of the results of operations is focusme&outhern Company’s primary business of eletyradles in the Southeast by the retail
operating companies — Alabama Power, Georgia Pdsudf,Power, Mississippi Power, and Savannah Bleetand Southern Power.
Southern Power is an electric wholesale generatidnsidiary with market-based rate authority. Sautlf@mpany’s other business activities
include investments in synthetic fuels and leveddgase projects, telecommunications, enegjgted services, and natural gas marketing
additional information on these businesses, seelBBSS — The SOUTHERN System — “Retail Operating @anies,” “Southern Power,”
and “Other Business” in Item 1 of the Form 10-K.

Southern Company continues to focus on sekesaperformance indicators. These indicators ihelaustomer satisfaction, peak season
equivalent forced outage rate, return on equity, @arnings per share. For additional informatiorit@se indicators, see MANAGEMENT'S
DISCUSSION AND ANALYSIS — OVERVIEW - “Key Performae Indicators” of Southern Company in Item 7 of teem 10-K.

RESULTS OF OPERATIONS
Earnings

Southern Company’s first quarter 2005 earnings #8&8 million ($0.43 per share) compared with $88Htion ($0.45 per share) in the first
quarter 2004. Earnings in the first quarter 200&e®sed due to milder than normal weather, ther&ipn of certain provisions of Georgia
Power’s three-year retail rate plan ending Decer3tie£004 (2001 Retail Rate Plan), and higher nmh-dperation and maintenance costs as
compared to the first quarter of 2004. These deeewere partially offset by a base rate increa&eargia Power and customer growth in
the Southern Company service area.

Significant income statement items appropfiataliscussion include the following:

Increase (Decreas
First Quartel

(in thousand: %

Retail revenue $ 124,72( 5.8
Other electric revenue 7,52¢ 8.C
Fuel expens 82,61: 9.8
Purchased power exper (21,547 (18.0
Other operations and maintenance exp 68,67¢ 9.1
Depreciation and amortization expel 51,95 21.€
Allowance for equity funds used during

constructior 8,675 106.(
Interest expense, net of amounts capital 8,401 6.4
Income taxe: (43,737 (35.5

Retail revenuesThe chart below reflects the primary drivers of $8% increase in retail revenues in the first trre2005 compared to
the prior year. Changes in revenue related toreasivery mechanisms such as fuel and environmbated no effect on net income. In the
first quarter 2005, retail kilowatt-hour energyesatiecreased by 0.8% from the same period a yeapeamarily due to milder weather. The
decrease was partially offset by continued custandrdemand growth due to sustained economic griovitie Southeast. The number of
retail customers increased by 1.6% and weatheisttjuaverage consumption by retail customers iserkhy 1.1% in the first quarter 2005
when compared with the first quarter 2004.

13
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Details of retail revenues are as follows:

First Quartel
(in millions) %

Retail— prior year $ 2,14«
Change ir—
Base rate 47 2.2
Sales growtt 23 1.1
Weathel 27 2.3
Fuel cost recover 77 3.€
Other cost recover 5 0.2
Retail- current yea $ 2,26¢ 5.8%

Other electric revenuedn the first quarter 2005, when compared to theesperiod in 2004, other electric revenues incre&3ed million
or 8.0%, primarily due to higher transmission antboor lighting revenues of $2.4 million and $1.Blion, respectively.

Fuel expenseDuring the first quarter 2005, fuel expense wighér due to a 10.7% increase in the average osttaf fuel per net
kilowatt-hour generated when compared to the sagnieghin the prior year. Increases in fuel expeatshe retail operating companies are
generally offset by fuel revenues and do not affiettincome.

Purchased power expendéhe decrease in the first quarter 2005 for purath@ssver compared with the same period last ye@rinsarily
a result of lower kilowatt-hour purchases and a@&se in the cost of purchased power per kilowadt-hThese expenses do not have a
significant impact on earnings since energy expease generally offset by energy revenues.

Other operations and maintenance expeiiée $68.7 million increase in other operations araintenance in the first quarter 2005 is
mainly attributable to $45 million of expenses nefem by Alabama Power in accordance with an acawgiorder approved by the Alabama
PSC to offset the costs of Hurricane Ivan and redtee natural disaster reserve. In accordancethdtlaccounting order, Alabama Power
returned certain regulatory liabilities relatedd&ferred taxes to its retail customers; therefibie combined effects of this accounting order
had no impact on net income. See Note 3 to th@fimhstatements of Southern Company under “Guifétand Alabama Power Storm
Damage Recovery” in Item 8 of the Form 10-K ancctime taxes” below for additional information. Indiétbn, fossil and hydro expenses
increased $13.3 million as compared to the priar ygimarily due to lower than normal operation amaintenance spending in the first
quarter 2004.

Depreciation and amortization expensthe $52 million increase in depreciation and diration in the first quarter of 2005 is due to the
expiration in 2004 of certain provisions in GeorBiawer’s 2001 Retail Rate Plan. In accordance thighi2001 Retail Rate Plan, Georgia
Power amortized an accelerated cost recoveryilipleitjually as a credit to amortization expense @edgnized new Georgia PSC-certified
purchased power costs in rates evenly over the years ended December 31, 2004. This treatmauitadsn a credit to amortization
expense of $47 million during the first quarte26D4. See Note 3 to the financial statements offfson Company under “Georgia Power
Retail Rate Activity” in Item 8 of the Form 10-Krfadditional information.

Allowance for equity funds used during constructidime first quarter 2005 increase in AFUDC compdeetthe same period in the prior
year relates primarily to construction of the Moistt combined cycle units 10 and 11 by Georgia PewdrSavannah Electric. See Note
the financial statements of Southern Company utflant Mcintosh Construction Project” in Item 8tbe Form 10K for further information

14
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Interest expense, net of amounts capitaliZée. increase in interest expense, net of amoupitatiaed in the first quarter 2005 when
compared to the same period in 2004 is mainlytaiteid to an increase in the amount of senior rtéstanding and lower amounts of inte
capitalized as projects have reached completiatiafig offset by refinancing long-term debt witbwer interest-rate debt. See
MANAGEMENT'’'S DISCUSSION AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY - “Financing Activities” of Southern
Company in Item 7 of the Form 10-K and herein faditional information.

Income taxesThe decrease in income taxes in the first qua@ébZompared to the prior year is primarily du¢h® impact of the
Alabama PSC accounting order discussed under “@ibexations and maintenance expense” above axgésted to maintain Southern
Company’s annual effective income tax rate at axiprately 27% for 2005. See Note 5 to the finanstatements of Southern Company in
Item 8 of the Form 10-K and Note (N) to the CondehBinancial Statements herein for additional imfation.

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of future earnings potenfide level of Southern Company'’s future
earnings depends on numerous factors that affeatggportunities, challenges, and risks of Soutl@mpany’s primary business of selling
electricity. These factors include the retail opi@gacompanies’ ability to maintain a stable regoitg environment, to achieve energy sales
growth while containing costs, and to recover coslgted to growing demand and increasingly strimg@avironmental standards. Another
major factor is the profitability of the competigémarketbased wholesale generating business and federdatery policy, which may impa
Southern Compangy’level of participation in this market. Futurergags for the electricity business in the near taithdepend, in part, upa
growth in energy sales, which is subject to a nunolbéactors. These factors include weather, coitipef new energy contracts with
neighboring utilities, energy conservation praalibg customers, the price of electricity, the petasticity of demand, and the rate of
economic growth in the service area. For additiamfarmation relating to these issues, see BUSINES®e SOUTHERN System — “Risk
Factors” in Iltem 1 and MANAGEMENT'S DISCUSSION ANBNALYSIS — FUTURE EARNINGS POTENTIAL of Southern @gpany in
Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act ati@tioenvironmental regulations could affect earsiifiguch costs cannot be recovered. For
additional information, including information onrtain environmental litigation, see MANAGEMENT'S SCUSSION AND ANALYSIS —
FUTURE EARNINGS POTENTIAL — “Environmental Mattersf Southern Company in Item 7 and Note 3 to tharftial statements of
Southern Company under “Environmental Matters'téml 8 of the Form 10-K.

Plant Wansley Environmental Litigatic

On March 11, 2005, the U.S. Court of Appeals fer Beventh Circuit accepted Georgia Power’s petitar review of the U.S. District Court
for the Northern District of Georgia’s December 2804 order related to the Plant Wansley enviroriaiditigation. Oral argument on that
appeal has not been scheduled. See Note 3 tontiecfal statements of Southern Company under “Bnuiental Matters — Plant Wansley
Environmental Litigation” in Item 8 of the Form ¥0for additional information. The ultimate outcormgthis matter cannot now be
determined.

Other Environmental Matters
The EPA issued the final Clean Air Interstate RuieMarch 10, 2005. The rule addresses sulfur de&D,) and nitrogen oxide (NQ)
emissions that contribute to nonattainment of ightehour ozone and fine particulate matter Natidkrabient Air Quality Standards.

Twenty-eight eastern states, including each of the
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states within Southern Company’s service areasagect to the fine particulate and/or the eightithazone requirements set forth within the
rule. The rule may require additional reduction®N@f, and/or SQ, to be achieved by the installation of additionattcols at Southern

Company facilities or through the purchase of aoees. The impact of this final rule on Southerm@any will, however, depend on the
development and implementation of applicable stegellations and therefore cannot be determinetistiime.

On March 15, 2005, the EPA announced the fil@an Air Mercury Rule, selecting a cap-and-tragproach to be implemented in two
phases, 2010 and 2018. The rule sets a permameohamissions at the 2018 level and providesraraissions allowance trading market.
The impact of this final rule on Southern Comparnly @epend on resolution of legal challenges areldbvelopment and implementation of
applicable state regulations and therefore canaagbermined at this time.

On April 15, 2005, the EPA announced planexiend the deadline for issuance of final rules@sking Best Available Retrofit
Technology standards under its Regional Haze prognatil June 15, 2005.

The EPA published a proposed rule on AprilZID5 to approve redesignation of the Atlanta matea to “attainment” under the oheur
ozone standard.

FERC and State PSC Matters
Market-Based Rate Authority

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and State PSC Matters arkkt-
Based Rate Authority” of Southern Company in Itesnd Note 3 to the financial statements of Soutimpany under “MarkeBased Rat
Authority” in Item 8 of the Form 10-K for informaih on the FERC's April 2004 order adopting a neteriim analysis for measuring
generation market power and a proceeding initibtethe FERC in December 2004 to assess Southerp&uyis generation dominance
within its retail service territory. Each of theai operating companies and Southern Power hdwaration from the FERC to sell power to
non-affiliates at market-based prices. The refadrating companies and Southern Power also hav€FRkfhority to make short-term
opportunity sales at market rates. Specific FER@@ymal must be obtained with respect to a markeebaontract with an affiliate. As
directed by this order, on February 15, 2005, SenmtfCompany submitted additional information redate generation dominance in its retail
service territory. Any new market-based rate tratisas in its retail service territory entered iatiber February 27, 2005 will be subject to
refund to the level of the default cost-based rgieading the outcome of the proceeding. In theethat the FERC's default mitigation
measures are ultimately applied, the retail opegatbmpanies and Southern Power may be requirelticigye cost-based rates for certain
wholesale sales in the Southern Company retailaeterritory, which may be lower than negotiatearket-based rates. The impact of such
sales through March 31, 2005 is not material totissnm Company’s net income. The final outcome @f thatter will depend on the form in
which the final methodology for assessing genenati@rket power and mitigation rules may be ultinyaéglopted and cannot be determined
at this time.

Generation Interconnection Agreements

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and State PSC Matters —
Generation Interconnection Agreements” of Soutl@wmpany in Item 7 of the Form 10-K for information the FERC’s Order 2003 related
to standardization of generation interconnectiore@gents and procedures. The FERC has indicate@tHar 2003, which was effective
January 20, 2004, is to be applied prospectivelgterconnection agreements. Subsidiaries of Temdsk., as counterparties to three
previously executed interconnection agreements sutisidiaries of Southern Company, have filed cainfs at the FERC requesting that the
FERC modify the agreements and that Southern Coynedinnd a total of $19 million previously paid fimterconnection facilities, with
interest. Southern Company has also received singitpiests from other entities totaling approxirya$d4 million. Southern Company has
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opposed such relief, and the proceedings arestiltling. The impact of Order 2003 and its subseqadearings on Southern Company and
the final results of these matters cannot be détedat this time.

Retail Fuel Cost Recove

The retail operating companies each have estadlisiet cost recovery rates approved by their repestate PSCs. In recent quarters, the
retail operating companies have experienced hititear expected fuel costs for coal and gas. Thegehfuel costs have increased the under
recovered fuel costs included in the balance sh&htsretail operating companies will continue tormtor the under recovered fuel cost
balance in light of these higher fuel costs.

Alabama Power fuel costs are recovered undex RCR (Energy Cost Recovery), which providegheraddition of a fuel and energy cost
factor to base rates. Alabama Power’s under reeavierel costs as of March 31, 2005 totaled $96/Homias compared to $101.6 million at
December 31, 2004. Alabama Power increased itdilielg factor in April 2005. See Note 3 to thadincial statements of Southern Comg
under “Alabama Power Retail Regulatory Mattersitém 8 of the Form 10-K and Note (H) to the CondehBinancial Statements herein for
additional information.

On February 18, 2005, Georgia Power filedouest with the Georgia PSC for a fuel cost recovaty increase. The requested increase,
representing an average annual increase in revefiaggproximately 11.8%, will allow for the recoyesf fuel costs based on an estimate of
future fuel costs, as well as the collection of éésting under recovery of fuel costs. The GeoRftC may require that this existing under
recovery be collected over a period greater thaievmonths. Georgia Power’s under recovered fogtiscas of March 31, 2005 totaled
$455.2 million. Hearings before the Georgia PSCewesld in April 2005. A final decision from the Gg@ PSC is expected in May 2005
with the new fuel rate effective June 1. The fioatcome of the filing cannot be determined at tinie. For additional information on Geor;
Power’s current fuel cost recovery rate, see NdtetBe financial statements of Southern CompameuhGeorgia Power Retail Rate
Activity” in Item 8 of the Form 10-K and Note (I the Condensed Financial Statements herein.

Storm Damage Cost Recovery

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and State PSC Matters terB
Damage Cost Recovery” of Southern Company in Iteand’Notes 1 and 3 to the financial statementsaff&rn Company under “Storm
Damage Reserves” and “Gulf Power and Alabama P8i®@m Damage Recovery,” respectively, in Item &efForm 10-K. Each retall
operating company maintains a reserve for propatgage to cover the cost of damages from majomsttw its transmission and distribut
lines and the cost of uninsured damages to itsrgéae facilities and other property.

Hurricane Ivan hit Gulf Powex’'service territory in September 2004. In March2QBe Florida PSC approved a Stipulation and &ath
between Gulf Power, the Office of Public Counseltfee State of Florida, and the Florida IndustAaiver Users Group which allows Gulf
Power to recover the retail portion of $51.7 milliehe projected reserve deficiency, plus inteaestrevenue taxes, from customers over a 24
month period beginning in April 2005. In connectioith the Stipulation, Gulf Power has agreed thatill not seek any additional increase
its base rates and charges to become effective bafore March 1, 2007.

Mirant Related Matters

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Other Matters” of Southern Cpany in
Item 7 and Note 3 to the financial statements aftlsern Company under “Mirant Related Matters” enit8 of the Form 10-K and Note
(B) to the Condensed Financial Statements heradenitMirant Related Matters.” In July 2003, Mirdited for voluntary reorganization
under Chapter
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11 of the U.S. Bankruptcy Code. In June 2004, Misdmankruptcy counsel notified Southern Comparat thwas investigating, on behalf of
a committee of independent Mirant directors, paatictaims against Southern Company. On March 2852 Mirant filed with the U.S.
Bankruptcy Court for the Northern District of Texa&irst Amended Disclosure Statement relating i@M's plan of reorganization. In the
First Amended Disclosure Statement, Mirant disaa$et its board of directors has authorized ltimaagainst Southern Company to recc
certain transfers made by Mirant to Southern Comieom 1999 through 2001. Other than identifyingga transfers, the First Amended
Disclosure Statement provided no factual or legai$for any claim against Southern Company. Sont@empany believes there is no
meritorious basis for a claim and intends to vigetg defend itself in the event that Mirant briragsaction to recover any amounts in
connection with these transfers. The ultimate auiof any potential action by Mirant cannot be dateed at this time. Southern Company
has various other contingent liabilities associatétl Mirant, including guarantees of contractuatranitments, litigation, and joint and
several liabilities in connection with the consalied federal income tax return. The ultimate outeafsuch contingent liabilities cannot n
be determined.

Income Tax Matters
Leveraged Lease Transactic

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Income Tax Matters - Leverageedase
Transactions” of Southern Company in Item 7 andeN&to the financial statements of Southern Compatler “Income Tax Matters —
Leveraged Lease Transactions” in Item 8 of the Fb@rK and Note (B) to the Condensed Financial &tates herein for information
regarding IRS challenges to Southern Company’saetions related to international leveraged ledssgscould have material impacts on
Southern Company’s financial statements. The uténoatcome of these matters cannot now be detednine

Synthetic Fuel Tax Credits

As discussed in Note 3 to the financial statemeh®&outhern Company under “Income Tax Matters -tsstic Fuel Tax Credits” in Iltem 8 of
the Form 10-K, Southern Company has investmenisarentities that produce synthetic fuel and reeeax credits under Section 29 of the
IRC. In accordance with Section 29 of the IRC, ¢ credits are subject to limitation as the ahawverage price of oil (as determined by
the DOE) increases over a specified, inflation-sidjd dollar amount published in the spring of thiesequent year. Southern Company, along
with its partners in these investments, will conérto monitor oil prices. Any indicated potentiatitation on these credits could affect either
the timing or the amount of the credit recognitéond could also require an impairment analysis e$¢hnvestments by Southern Company.
Subsequent to March 31, 2005, Southern Companyeehiieto a derivative transaction designed to redtscexposure to the potential phase-
out of these credits in 2005. The purchased optidich had an initial fair value of approximately #illion, will be marked to market over
the remainder of the year through other income€ezp), net.

Other Matters

On April 8, 2005, Southern Power entered into ar@gent with Constellation Power, Inc. and certdirer subsidiaries of Constellation
Energy Group, Inc. to acquire all of the outstagdyeneral and limited partnership interests of Gdies Power Project, L.P. (Oleander), fol
aggregate purchase price of approximately $206amillThe purchase price is subject to certain wayldapital and timing of closing
adjustments. Oleander owns a dfisted generating plant in Brevard County, Flondth a nominal installed capacity of 680 MW. Thdiez
output of the plant is sold under separate PPAls Rlitirida Power & Light Company and Seminole Eliectooperative, Inc. The PPAs exf
in 2007 and 2009, respectively. The acquisitiosuisject to certain regulatory approvals, includimg approval of the FERC, as well as
review by the Federal Trade Commission under the-Seott-Rodino Antitrust Improvements Act.

18




Table of Contents

THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Southern Company is subject to certain clant legal actions arising in the ordinary coursbuginess. In addition, Southern Company’s
business activities are subject to extensive gawemal regulation related to public health andetheironment. Litigation over environmental
issues and claims of various types, including priypgamage, personal injury, and citizen enforcenoéenvironmental requirements, has
increased generally throughout the United Statepatticular, personal injury claims for damagessea by alleged exposure to hazardous
materials have become more frequent. The ultimateoone of such litigation against Southern Compamy its subsidiaries cannot be
predicted at this time; however, management doeamtipate that the liabilities, if any, arisifgm such current proceedings would have a
material adverse effect on Southern Company'’s fiisistatements.

See the Notes to the Condensed FinancialrBéatis herein for discussion of various contingeneigd other matters which may affect
future earnings potential.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Southern Company prepares its consolidated finhstEtements in accordance with accounting priesiglenerally accepted in the United
States. Significant accounting policies are descriim Note 1 to the financial statements of Soutl@@wmpany in Item 8 of the Form 10-K. In
the application of these policies, certain estimat® made that may have a material impact on 8outompany’s results of operations and
related disclosures. Different assumptions and oreagents could produce estimates that are signtficdifferent from those recorded in the
financial statements. Also see MANAGEMENT’S DISCUSSI AND ANALYSIS — ACCOUNTING POLICIES - “Applicatin of Critical
Accounting Policies and Estimates” of Southern Camypin Item 7 of the Form 10-K for a complete dission of Southern Company'’s
critical accounting policies and estimates relateBlectric Utility Regulation, Contingent Obligatis, and Unbilled Revenues.

New Accounting Standards

FASB Statement No. 123R, Share-Based Paymentsssawed in December 2004. This statement requisgsctimpensation cost relating to
share-based payment transactions be recognizéathimcfal statements. That cost will be measureddas the grant date fair value of the
equity or liability instruments issued. In April @D, the SEC amended the compliance dates for FA&®r8ent No. 123R. For Southern
Company, this statement is now effective begindiaiguary 1, 2006. Although the compensation expealselation required under the
revised statement differs slightly, the impactsSmuthern Company’s financial statements are exgdotbe similar to the pro forma
disclosures included in Note 1 to the financiatestzents of Southern Company under “Stock Optiondtam 8 of the Form 10-K and in Note
(C) to the Condensed Financial Statements herein.

FASB Interpretation No. 47 (FIN 47), Accounifor Conditional Asset Retirement Obligations, wsssied in March 2005. This
interpretation requires that asset retirement akibbigs be recorded when a legal obligation exigeshehough the timing and/or the method of
settlement are conditional on a future event. Frtlsern Company, FIN 47 is effective no later tbetember 31, 2005. Southern Company
is currently assessing the impact of FIN 47 omékance sheet; however, adoption is not curremxiheeted to have a material impact on
Southern Company’s income statement.

In December 2004, the FASB issued Staff RosiNo. 109-1 (FSP 109-1), Application of FASB Staéat No. 109, Accounting for
Income Taxes, to the Tax Deduction on QualifieddBation Activities provided by the American Jobg@&tion Act of 2004, which requires
that the generation deduction for utilities be arted for as a special tax deduction rather thamtag rate reduction. Southern Company
adopted FSP 109-1 in the first quarter of 2005 withmaterial impact on its financial statements.
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FINANCIAL CONDITION AND LIQUIDITY
Overview

Southern Compangy’financial condition continued to be strong at 8faB1, 2005. Net cash flow from operating actigitietaled $170 millio
for the first quarter 2005, compared to $307 millfor the first quarter 2004. The $137 million dease in 2005 resulted primarily from hig
fuel costs at the retail operating companies. Tlhosts are recoverable in future periods and diected on the balance sheets as under
recovered regulatory clause revenues. Gross progéditions to utility plant were $480 million ihe first quarter 2005. The majority of
funds needed for gross property additions sinc® 233 been provided from operating activities.

Significant balance sheet changes include3d $2illion increase in long-term debt for the figstarter 2005 due to the replacement of
short-term financing with long-term debt, consisteith Southern Company’s finance policy, and aréase of $178 million in property,
plant, and equipment.

The market price of Southern Company’s comstook at March 31, 2005 was $31.83 per share antldbk value was $13.98 per share,
representing a market-to-book ratio of 228%, cormpao $33.52, $13.86, and 242%, respectively,eetid of 2004. The dividend for the
first quarter 2005 was $0.3575 per share compar80.85 per share in the first quarter 2004. InilH05, the dividend was increased to
$0.3725 per share for the dividend payable in 2005,

The retail operating companies, Southern Ppoared SCS have each maintained investment graidgsdtom the major rating agencies.
Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY —“Capital Requirements ah
Contractual Obligations” of Southern Company imrté of the Form 10-K for a description of South@wmpany’s capital requirements for
its construction program and other funding requeata associated with scheduled maturities of l@ngrdebt, as well as the related interest,
preferred stock dividends, leases, trust fundingirements, and other purchase commitments. Apprataly $745 million will be required

by March 31, 2006 for redemptions and maturitie®o§-term debt.

Sources of Capital

Southern Company intends to meet its future cap#atls through internal cash flow and externalrifydasuances. The amounts and timing
of additional equity capital to be raised will bentingent on Southern Company’s investment oppdiéisn The retail operating companies
and Southern Power plan to obtain the funds redd@econstruction and other purposes from sousaagar to those used in the past, which
were primarily from operating cash flows, securityuances, and term loan and short-term borrowlgaever, the a mount, type, and
timing of any financings, if needed, will dependuapmarket conditions and regulatory approval. SEENMGEMENT’'S DISCUSSION ANIL
ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Sources of Capital” of Southern Company in Item 7haf Form 10-K for
additional information.

To meet short term cash needs and continggrnbie Southern Company system had at March 35 @pproximately $382 million of ca:
and cash equivalents and approximately $3.2 bilibunused credit arrangements with banks, of wiitI8 billion expire in 2005 and
$1.4 billion expire in 2006 and beyond. Of the lities maturing in 2005 and 2006, $1.2 billion caintprovisions allowing two-year term
loans executable at the expiration date and $27Bmcontain provisions allowing one-year termigaexecutable at the expiration date.
These unused credit arrangements also providelligiisupport to variable rate pollution control losrand commercial paper programs.
Southern Company expects to renew its credit
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facilities, as needed, prior to expiration. Thailaperating companies may also meet short-teish oaeds through a Southern Company
subsidiary organized to issue and sell commereipepand extendible commercial notes at the regunekfor the benefit of each of the retail
operating companies. At March 31, 2005, the Sountmpany system had outstanding commercial pdf#fiat.5 million and extendible
commercial notes of $24.6 million. Management hgethat the need for working capital can be adedyuenet by utilizing commercial
paper programs and lines of credit without mairitgjlarge cash balances.

Off-Balance Sheet Financing Arrangements

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Off-Balance Sheet Finacing
Arrangements” of Southern Company in Item 7 andeNoto the financial statements of Southern Compagler “Operating Leases” in
Item 8 of the Form 10-K for information relatedNiississippi Power’s lease of a combined cycle gatiray facility at Plant Daniel.

Credit Rating Risk

Southern Company does not have any credit arrangsrtteat would require material changes in payrsehédules or terminations as a re

of a credit rating downgrade. There are certairtragts that could require collateral, but not aeed payment, in the event of a credit re
change to BBB- or Baa3 or below. These contraegemarily for physical electricity purchases aades. At March 31, 2005, the maximum
potential collateral requirements at a BBB-Baa3 rating were approximately $43 million. Thaximum potential collateral requirements
rating below BBB- or Baa3 were approximately $328iom. Generally, collateral may be provided for & Southern Company guaranty,
letter of credit, or cash. Southern Company is pkty to certain derivative agreements that coatpliire collateral and/or accelerated
payment in the event of a credit rating changeetow investment grade. These agreements are plynfiarinatural gas price and interest rate
risk management activities. At March 31, 2005, Seut Company and its subsidiaries had no exposwderithese contracts.

Market Price Risk

Southern Compang’market risk exposures relative to interest ratnges have not changed materially compared wétibdtember 31, 201
reporting period. In addition, Southern Compangasaware of any facts or circumstances that weigldificantly affect such exposures in
the near term.

Due to cost-based rate regulations, the repatrating companies have limited exposure to ntaatility in interest rates, commodity
fuel prices, and prices of electricity. In additi@outhern Power’s exposure to market volatilitg@gmmodity fuel prices and prices of
electricity is limited because its long-term satestracts shift substantially all fuel cost respbitisy to the purchaser. To mitigate residual
risks relative to movements in electricity pricék® retail operating companies and Southern Pomter éto fixed-price contracts for the
purchase and sale of electricity through the wladéeslectricity market and, to a lesser exteng giilar contracts for gas purchases. The
retail operating companies have implemented fudghng programs at the instruction of their respecstate PSCs. Southern Company GAS
also has in place a risk management program tdesuiiedly mitigate its exposure to price volatilfiyr its natural gas purchases.

21




Table of Contents

THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The fair value of derivative energy contraatdlarch 31, 2005 was as follows:

First Quarter

2005

Changes

Fair Value

(in millions)
Contracts beginning of peric $ 10.t
Contracts realized or settl 10.C
New contracts at inceptic —
Changes in valuation techniqu —
Current period changes ( 99.C
Contracts at March 31, 20( $ 119.F

(a) Current period changes also include the changtsrimalue of new contracts entered into duringpbeod.

Source of March 31, 200¢
Valuation Prices

Total  ___ Maturity
Fair Value Year1 1-3 Year

(in millions)
Actively quoted $ 120.¢ $92.2 $ 28.c
External source 1.1y @19 —
Models and other metho: — — —
Contracts at March 31, 20( $ 1195 $91.z $ 28.c

For additional information, see MANAGEMENT'S®CUSSION AND ANALYSIS — FINANCIAL CONDITION AND LQUIDITY —
“Market Price Risk” of Southern Company in ItemritldNotes 1 and 6 to the financial statements ott®&sn Company under “Financial
Instruments” in Item 8 of the Form 10-K and Notg {&-the Condensed Financial Statements herein.

Financing Activities

In the first three months of 2005, Southern Compamy its subsidiaries issued $500 million of senimes and $55 million of common stock
through employee and director stock plans. Thegwds were primarily used to refund senior notesadiner long-term debt and to fund
ongoing construction projects. The remainder wasl tie repay short-term indebtedness. See Soutlmmnpéhy’s Condensed Consolidated
Statements of Cash Flows herein for further detailéinancing activities during the first three nttomof 2005.

Subsequent to March 31, 2005, Georgia Powees $125 million of Series Y 5.80% Senior Noteddifionally, Georgia Power
refinanced $85 million of obligations incurred ionmection with pollution control bonds. Also, supsent to March 31, 2005, Georgia Power
entered into an interest rate swap related to éhieSY 5.80% Senior Notes issued in April 2005 Triterest rate swap had a fixed rate of
4.984%, a final maturity of 2015, and was termidatea cost of $0.3 million. This cost will be artiwed over a 10-year period.

In addition to any financings that may be rssegy to meet capital requirements and contrachiaations, Southern Company and its
subsidiaries plan to continue, when economicakigitele, a program to retire higher-cost secur#ias replace these obligations with lower-
cost capital if market conditions permit.
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See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Market Price Risk”herein for
each registrant and Notes 1 and 6 to the finasta@éments of each registrant under “Financiatuinsénts” in Item 8 of the Form 1K- Also,
see Note (F) to the Condensed Financial Staterhenésn for information relating to derivative instnents.

Item 4. Controls and Procedures.
(a) Evaluation of disclosure controls and pares.

Southern Company, Alabama Power, Georgia Powef,Pawler, Mississippi Power, and Southern Power

As of the end of the period covered by thiartgrly report, Southern Company, Alabama Poweor@ea Power, Gulf Power, Mississippi
Power, and Southern Power conducted separate #valiander the supervision and with the partiégradf each company’s management,
including the Chief Executive Officer and the CHi@hancial Officer, of the effectiveness of theigasand operation of the disclosure cont
and procedures (as defined in Sections 13a-15¢k)ad-15(e) of the Securities Exchange Act of 19B4&sed upon these evaluations, the
Chief Executive Officer and the Chief Financial ioéf, in each case, concluded that the disclosamér@ls and procedures are effective in
alerting them in a timely manner to material infation relating to their company (including its colidated subsidiaries, if any) required to
be included in periodic filings with the SEC.

Savannah Electric

As of the end of the period covered by thiartgrly report, Savannah Electric conducted anuatin under the supervision and with the
participation of its management, including the €hRirecutive Officer and Chief Financial Officer, thie effectiveness of the design and
operation of the disclosure controls and proced(asslefined in Section 13a-15(e) and 15d-15(¢h@Securities Exchange Act of 1934).
Based upon these evaluations, which took into clemation the revisions made in February 2005 t@Ba&h Electric’s process and controls
related to unbilled revenues which are describéoMpehe Chief Executive Officer and the Chief Rio&l Officer concluded that the
disclosure controls and procedures were effectivaéarting them in a timely manner to material miation relating to Savannah Electric
required to be included in periodic filings withet®EC.

As disclosed in the Form 10-K, in connectidthwthe review and preparation of the financiatestaents of Savannah Electric for the year
ended December 31, 2004, errors in Savannah Elsotstimates of unbilled revenues for the yeadedrDecember 31, 2003 and 2002 and
periods prior to 2002 were identified. The errdemaffected Savannah Electric’s previously isslugghcial statements for the quarters ended
March 31, June 30, and September 30, 2004 and 320@nnah Electric’s financial statements weretedtto reflect adjustments to the
financial information previously reported. See N®t® the financial statements of Savannah Elettritem 8 of the Form 10-K.

In February 2005, management revised its paad controls related to estimating unbilled mexes to utilize a gross change
methodology that reverses each period’s estimataahin the following period.
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(b) Changes in internal controls.

Southern Company, Alabama Power, Georgia Powef,Pauver, Mississippi Power, and Southern Power

There have been no changes in Southern Corgpaigbama Power’s, Georgia Power’s, Gulf Poweksssissippi Power’s, or Southern
Power’s internal control over financial reportirgs (such term is defined in Rules 13a-15(f) and %@ under the Securities Exchange Act
of 1934) during the first quarter of 2005 that havaterially affected or are reasonably likely totenally affect Southern Company’s,
Alabama Power’s, Georgia Power’s, Gulf Power’s, 3isippi Power’s, or Southern Power’s internal oardver financial reporting.

Savannah Electric

As described above under “Disclosure Contaold Procedures,” Savannah Electric made chandesspgmcess and controls related to
estimating unbilled revenues in February 2005. @itse, there have been no changes in SavannalriEeatternal control over financial
reporting (as such term is defined in Rules 13d)}Hs(d 15d-15(f) under the Securities Exchangedkd934) during the first quarter of 2005
that have materially affected or are reasonabbfiyilto materially affect Savannah Electric’s intdroontrol over financial reporting.

24




Table of Contents

ALABAMA POWER COMPANY

25




Table of Contents
ALABAMA POWER COMPANY

CONDENSED STATEMENTS OF INCOME (UNAUDITED)

For the Three Month
Ended March 31
2005 2004
(in thousands

Operating Revenues:

Retail revenue $709,08t $744,63.
Sales for resal—

Non-affiliates 114,41. 111,94!

Affiliates 107,28t 65,78¢
Other revenue 38,95( 37,32¢
Total operating revenut 969,73 959,69:
Operating Expenses:;
Fuel 299,82( 271,97¢
Purchased powe—

Non-affiliates 23,86¢ 28,64:

Affiliates 48,29¢ 59,93:
Other operation 146,29( 146,38t
Maintenance 123,55 80,38
Depreciation and amortizatic 108,49: 105,35¢
Taxes other than income tax 62,54¢ 64,44
Total operating expens 812,86¢ 757,12¢
Operating Income 156,86¢ 202,56¢
Other Income and (Expense):
Allowance for equity funds used during construct 5,65¢ 4,11(
Interest incom 3,56¢ 4,43¢
Interest expense, net of amounts capital (46,307 (50,079
Interest expense to affiliate tru: (4,059 —
Distributions on mandatorily redeemable preferreclsities — (3,939
Other income (expense), r (2,805%) (4,33¢)
Total other income and (expen: (43,949 (49,806
Earnings Before Income Taxes 112,91¢ 152,76.
Income taxe: 13,44" 57,26¢
Net Income 99,47 95,49
Dividends on Preferred Stock 6,072 4,745
Net Income After Dividends on Preferred Stock $ 93,40: $ 90,74

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTED)

For the Three Month
Ended March 31

2005 2004
(in thousands
Net Income After Dividends on Preferred St $93,40: $ 90,747
Other comprehensive los
Changes in fair value of qualifying hedges, nefaafof $(713) and $(6,162), respectiv (2,172 (10,13¢)
Reclassification adjustment for amounts includedehincome, net of tax of $66 and $854, respelgti 108 1,40¢
COMPREHENSIVE INCOME $92,33¢ $ 82,01¢

The accompanying notes as they relate to AlabameaPare an integral part of these condensed fiahstatements.
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Operating Activities:
Net income

Adjustments to reconcile net income to net caskigeal from operating activitie—

Depreciation and amortizatic

Deferred income taxes and investment tax credgk

Deferred revenue

Allowance for equity funds used during construct
Pension, postretirement, and other employee bei

Tax benefit of stock optior
Hedge settlemen

Natural disaster reserve accounting ol

Other, ne

Changes in certain current assets and liabil—

Receivables, ne
Fossil fuel stocl
Materials and supplie
Other current asse
Accounts payabl
Accrued taxe!
Accrued compensatic
Other current liabilitie:

Net cash provided from operating activit

Investing Activities:
Gross property additior
Cost of removal net of salva
Other
Net cash used for investing activiti
Financing Activities:
Proceed—

Senior note:

Preferred stoc

Common stocl
Redemption— Other lon¢-term debt
Payment of preferred stock divider
Payment of common stock dividen
Other

Net cash provided from financing activiti

Net Change in Cash and Cash Equivalent
Cash and Cash Equivalents at Beginning of Perio

Cash and Cash Equivalents at End of Perio
Supplemental Cash Flow Information:

Cash paid during the period f—

Interest (net of $2,078 and $1,648 capitalized®f®5 and 2004, respective

Income taxes (net of refund

The accompanying notes as they relate to AlabameaPare an integral part of these condensed fiahstatements.

ALABAMA POWER COMPANY
CONDENSED STATEMENTS OF CASH FLOWS (UNAUDITED)
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For the Three Month
Ended March 31

2005

2004

(in thousands

$ 99,47 $ 95,49
127,30 124,22(
64 35,41¢
(3,555) (3,080)
(5,654) (4,110)
(1,229 (12,907
5,30z 4,091
(19,94%) (1,706)
45,00( —
(4,881) 3,11(
31,21¢ 3,25¢
(26,299 9,04:
(9,039) (3,445)
(11,66 (70,705
(88,387  (63,61)
(27,12%) 49,42;
(45,700 (47,929
36,42 6,36¢
101,30 122,93
(197,649 (204,249
(8,822) (9,272)
(18¢) 14,04¢
(206,66)  (199,47)
250,00( 200,00
— 100,00(

— 20,00

©) (1,43¢)
(4,747) (4,63€)
(102,479 (109,32}
(2,344) (4,807)
140,43 199,79«
35,08: 123,25
84,46 42,75
$11954:  $ 166,00
$ 26,378 $ 36,44
$ 2315 $ 2,14
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Assets

ALABAMA POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:

2005

2004

Current Assets:

Cash and cash equivalel

Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Other accounts and notes receive
Affiliated companies

Accumulated provision for uncollectible accou

Fossil fuel stock, at average ci

Vacation pay

Materials and supplies, at average (
Prepaid expenst

Other

Total current asse

Property, Plant, and Equipment:

In service

Less accumulated provision for deprecia

Nuclear fuel, at amortized cc

Construction work in progre:

Total property, plant, and equipme

Other Property and Investments:

Equity investments in unconsolidated subsidis
Nuclear decommissioning trusts, at fair va
Other

Total other property and investme|
Deferred Charges and Other Assets
Deferred charges related to income te
Prepaid pension cos

Unamortized debt issuance expe
Unamortized loss on reacquired d

Other regulatory asse

Other

Total deferred charges and other as

Total Assets

(in thousands

$ 11954 $ 84,46
220,70 235,22
76,80" 96,48¢
101,34( 119,77:
49,91¢ 52,14¢
71,55¢ 61,14¢
(6,887) (5,409
84,08’ 57,78
36,49¢ 36,49:
246,95 237,91¢
75,06: 61,89"
36,34¢ 11,26¢
1,111,93. 1,049,190
14,780,40  14,636,16
5,154,33  5,097,93
9,626,060  9,538,23
90,20¢ 93,38¢
478,80\ 470,84«
10,195,08  10,102,47
45,45 45,45¢
443,90( 445,63
36,55: 36,19:
525,91 527,28
330,39 316,52t
493,45t 489,19:
29,65( 28,39:
107,34° 109,40:
8,01¢ 46,60:
108,98; 114,39:
1,078,74  1,104,51:

$12,911,67 $ 12,783,45

The accompanying notes as they relate to AlabamaPare an integral part of these condensed fiahstatements.
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Liabilities and Stockholder's Equity

ALABAMA POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:

2005

2004

Current Liabilities:
Securities due within one ye
Accounts payabl—

Affiliated

Other
Customer deposit
Accrued taxe—

Income taxe:

Other
Accrued interes
Accrued vacation pa
Accrued compensatic
Other
Total current liabilities
Long-term Debt
Long-term Debt Payable to Affiliated Trusts
Deferred Credits and Other Liabilities:
Accumulated deferred income tay
Deferred credits related to income ta
Accumulated deferred investment tax cre
Employee benefit obligatior
Deferred capacity revenu
Asset retirement obligatior
Asset retirement obligation regulatory liabil
Other cost of removal obligatiol
Miscellaneous regulatory liabilitie
Other
Total deferred credits and other liabiliti
Total Liabilities
Preferred Stock

Common Stockholder’s Equity:

Common stock, par value $40 per sk—
Authorized- 15,000,000 share
Outstanding- 8,250,000 share

Paic-in capital

Retained earning

Accumulated other comprehensive i

Total common stockhold’'s equity

Total Liabilities and Stockholder’s Equity

The accompanying notes as they relate to AlabamaPare an integral part of these condensed fiahstatements.
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(in thousands

$ 39500! $ 225,00
101,02¢ 141,09¢
137,39; 198,83«

51,46( 49,59¢
44.,20: 28,49¢
48,40¢ 29,68¢
60,11¢ 40,02¢
36,49¢ 36,49:
31,15’ 76,85¢
35,17+ 26,36¢
940,43 852,46
3,93552  3,855.25
309,27 309,27
1,870,31.  1,885,12
114,93; 148,39!
202,61 205,35!
197,87: 194,83
21,50: 25,05¢
390,05 383,62
155,05¢ 159,23(
603,70: 597,14
77,91: 55,45¢
21,96: 36,98¢
3,655,92  3,691,20
8,841,16.  8,708,20:
465,04 465,04
330,00( 330,00(
1,960,48,  1,955,18:
1,332,07,  1,341,04
(17,097 (16,029)
3,605,46.  3,610,20.

$12,911,67 $ 12,783,45
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ALABAMA POWER COMPANY
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FIRST QUARTER 2005 vs. FIRST QUARTER 2004
OVERVIEW

Discussion of the results of operations is focused\labama Power’s business of electricity sale®tail customers within its traditional
service area located within the State of Alabanthtarwholesale customers in the Southeast. Martgifaaffect the opportunities, challeng
and risks of Alabama Power’s business of sellimgteicity. These factors include the ability to mtain a stable regulatory environment, to
achieve energy sales growth while containing c@std,to recover costs related to growing demandrardasingly stringent environmental
standards.

Alabama Power continues to focus on severaplegformance indicators. These indicators inclaglgtomer satisfaction, peak season
equivalent forced outage rate, and return on eghity additional information on these indicatoes SIANAGEMENT'’S DISCUSSION
AND ANALYSIS — OVERVIEW - “Key Performance Indicats’ of Alabama Power in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Earnings

Alabama Power’s net income after dividends on pretestock for the first quarter 2005 was $93.4iarilcompared to $90.7 million for the
corresponding period of 2004. Earnings in the fisdrter of 2005 increased by $2.7 million, or 2.§¥marily due to an increase in indust
revenues reflecting sustained economic strengthaatetrease in interest expense. In addition| reteis increased 1% in January 2005
resulting from an environmental rate order of tHabama PSC.

Significant income statement items appropfiateliscussion include the following:

Increase (Decreas
First Quartel
(in thousands %

Retail revenue $ (35547 (4.8
Sales for resal- affiliates 41,49¢ 63.1
Fuel expens 27,84 10.z
Purchased power exper— nor-affiliates (4,77¢) (16.7)
Purchased power exper- affiliates (11,639 (19.9
Maintenance expen: 43,167 53.7
Income tax expens (43,82%) (76.5)
Interest expense, net of amounts capital (3,772 (7.5

Retail revenuesThe chart below reflects the primary drivershaf #.8% decrease in retail revenues in the firattgu 2005 compared to
the same period in the prior year. Energy costweigorevenues and revenues associated with theenacof costs associated with the PPAs
certificated by the Alabama PSC (Rate CNP-PPA) galyedo not affect net income. Excluding theseeraves, retail revenues decreased by
$1.2 million, or 0.2%, for the first quarter 2005&®n compared to the corresponding period in 20Udwatt-hour energy sales to residential
and commercial customers decreased 3.7% and 1e8@ectively, for the first quarter 2005 when compap the corresponding period of
2004 primarily due to less favorable weather coodg in 2005. Kilowatfiour energy sales to industrial customers incredsz¥ for the firs
guarter 2005 when compared to the correspondiriggef 2004 primarily due to improved sales maimyhe pulp and paper, mining, and
automotive sectors.
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ALABAMA POWER COMPANY
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Details of retail revenues are as follows:

First Quartel
(in millions) %

Retail— prior year $ 74t
Change ir—
Base rate 3 04
Sales growtt 7 1.C
Weathel 12) (1.6
Energy cost recovel (35) (4.7)
Rate CNI-PPA cost recover 1 0.1
Retail- current yea $ 70 (4.9%

Sales for resale affiliates and Purchased power expersafiliates. Energy sales to and purchases from affiliatedpamies within the
Southern Company electric system vary from penoperiod depending on demand and the availabitity@st of generating resources at
each company. These sales and purchases are mactmmdance with the affiliated company interchaageement, as approved by the
FERC. Sales for resale to affiliates increasedhénfirst quarter 2005 when compared to the cormedipg period in 2004 primarily due to a
21% increase in kilowatt-hour sales to affiliatesnfi Alabama Power’s more economical available cépaod price increases related to the
recovery of increased fuel-related expenses. Psechpower from affiliates decreased in the firsirger 2005 compared to the same period in
2004 due to a 20.1% reduction in energy purchasedalincreased self-generation, which was more@uwécal. Excluding the increase in
capacity revenues of $1.3 million received underitierchange agreement, these transactions didaweta significant impact on earnings
since the related energy is sold at marginal eost,energy purchases are generally offset by emexgynues through Alabama Power’s
energy cost recovery clause.

Purchased power expense — non-affiliatBsirchased power from naifiliates will vary depending on the market cobawailable energ
compared to the cost of Alabama Power and Soutiempany system owned generation, demand for eneithin the Southern Company
service territory, and availability of Southern Quamy system generation. In the first quarter 2@dBchased power from non-affiliates
decreased when compared to the same period inf0@drily due to a 13.3% decrease in the amouehefgy purchased due to increased
self-generation and a 22.1% decrease in the averaggeof nonaffiliate purchased power. These transactions dtchave a significant impe
on earnings since energy purchases are generét &y energy revenues through Alabama Power'sggreost recovery clause.

Fuel expensd-uel expense was higher in the first quarter 208Brmcompared to the corresponding period in 2004lyndue to a 13.9%
increase in coal prices and a 14.3% increase iargéan from coal-fired generating facilities. Tinerease in generation from coal-fired
facilities in the first quarter 2005 when compatedhe first quarter 2004 is mainly due to a 42 @8érease in generation from Alabama
Power’s gas-fired generating facilities becausmafeased gas prices. Since energy expenses areatigoffset by energy revenues, these
expenses do not have a significant impact on egsnin

Maintenance expensg€he increase in maintenance expense for the filsttgr 2005 when compared to the same period id 200
attributed to a $10.8 million increase to transmisexpense and a $34.2 million increase in digtidim expense. This increase is due to the
Alabama PSC accounting order to offset the costsenflamage from Hurricane Ivan in September 20@4ta restore a balance in the natural
disaster reserve. See Notes 1 and 3 to the finastai@ments of Alabama Power under “Natural DevaReserve” and “Natural Disaster Cost
Recovery,” respectively, in Iltem 8 of the Form 10K additional information. Also, see “Income taxpense” below for additional offsetting
impacts of the Alabama PSC'’s order.
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Income tax expensk accordance with the Alabama PSC accounting atdscribed above, Alabama Power returned $27.omidf
regulatory liabilities related to deferred incorads to its retail customers. The remainder ofiferease in income tax expense in the first
quarter 2005 primarily reflects the $17.3 milliaxteffect of the additional maintenance expensexded under the accounting order. For
additional information, see “Maintenance expend®v@ and Note 3 to the financial statements of Ataé Power under “Natural Disaster
Cost Recovery” in Item 8 of the Form 10-K. The irapaf this accounting order is expected to redulzbama Power’s annual effective
income tax rate to approximately 34% for 2005. Rete 5 to the financial statements of Alabama Pawétiem 8 of the Form 10-K and Note
(N) to the Condensed Financial Statements hereiadditional information.

Interest expense, net of amounts capitaliZée:. decrease in interest expense, net of amoupitskized during the first quarter 2005 wt
compared to the same period in 2004 is the re$uéfimancing higher cost debt. For additional imation, see FINANCIAL CONDITION
AND LIQUIDITY — “Financing Activities” herein andni Item 7 of Alabama Power of the Form 10-K.

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of Alabama Power’s futurengags potential. The level of Alabama
Power’s future earnings depends on numerous fatttatsffect the opportunities, challenges, ankbridf Alabama Power’s business of
selling electricity. These factors include AlabaR@wver’s ability to maintain a stable regulatory iemwment, to achieve energy sales growth
while containing costs, and to recover costs rdladegrowing demand and increasingly stringentmmental standards. Future earnings in
the near term will depend, in part, upon growtlemergy sales, which is subject to a number of facithese factors include weather,
competition, new energy contracts with neighbomtilities, energy conservation practiced by custamthe price of electricity, the price
elasticity of demand, and the rate of economic ¢inaw Alabama Power’s service area. For additiamfairmation relating to these issues, see
MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTURE EARNIIGS POTENTIAL of Alabama Power in ltem 7 of the fot0-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental regulations could affect eargiiiguch costs cannot be recovered. For
additional information, including information onrt&in environmental litigation, see MANAGEMENT’'S SBCUSSION AND ANALYSIS —
FUTURE EARNINGS POTENTIAL — “Environmental Matterst Alabama Power in Item 7 and Note 3 to the foiahstatements of
Alabama Power under “Environmental Matters” in It8raf the Form 10-K.

The EPA issued the final Clean Air Interstatde on March 10, 2005. The rule addresses suifiae (SO, ) and nitrogen oxide (NQ)

emissions that contribute to nonattainment of ightehour ozone and fine particulate matter Natidxrabient Air Quality Standards.
Twenty-eight eastern states, including the Stat&labama, are subject to the fine particulate antlife eight-hour ozone requirements set
forth within the rule. The rule may require addiié reductions of NQ and/or SQ, to be achieved by the installation of additionattcols at

Alabama Power’s facilities or through the purchafallowances. The impact of this final rule on Bdana Power will, however, depend on
the development and implementation of applicaldtestegulations and therefore cannot be deternah#ds time.

On March 15, 2005, the EPA announced the fdid@an Air Mercury Rule, selecting a cap-and-tragproach to be implemented in two
phases, 2010 and 2018. The rule sets a permargohamissions at the 2018 level and providesriaraissions allowance trading market.
The impact of this final rule on Alabama Power wi#pend on resolution of legal challenges and éveldpment and implementation of
applicable state regulations and therefore caneatgbermined at this time.
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On April 15, 2005, the EPA announced planexiend the deadline for issuance of final rulesesking Best Available Retrofit
Technology standards under its Regional Haze prognatil June 15, 2005.

FERC and Alabama PSC Matters
Market-Based Rate Authority

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and Alabama PSC Matters —
Market-Based Rate Authority” of Alabama Power ianit 7 and Note 3 to the financial statements of &ta# Power under “Market-Based
Rate Authority” in Item 8 of the Form 10-K for infmation on the FERC'’s April 2004 order adoptingeavrinterim analysis for measuring
generation market power and a proceeding initibtethe FERC in December 2004 to assess Southerp&uris generation dominance
within its retail service territory. Alabama Poweas authorization from the FERC to sell power to-affiliates at market-based prices.
Alabama Power, through SCS as agent, also has FEER©Ority to make short-term opportunity sales atkeat rates. Specific FERC approval
must be obtained with respect to a market-basettamirwith an affiliate. As directed by this orden February 15, 2005, Southern Company
submitted additional information related to genieradominance in its retail service territory. Angw market-based rate transactions in
Southern Company’s retail service territory entéred after February 27, 2005 will be subject tfurel to the level of the default cost-based
rates, pending the outcome of the proceeding.drettent that the FERC’s default mitigation measaresultimately applied Alabama Power
may be required to charge cost-based rates fainerholesale sales in the Southern Company sgaiice territory, which may be lower
than negotiated market-based rates. The impactatf sales through March 31, 2005 is not materidlladbama Powes net income. The fin
outcome of this matter will depend on the form inieh the final methodology for assessing generatianket power and mitigation rules n
be ultimately adopted and cannot be determinekistime.

Generation Interconnection Agreements

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and Alabama PSC Matters —
Generation Interconnection Agreements” of Alabaro&é? in Item 7 of the Form 10-K for information tre FERC’s Order 2003 related to
standardization of generation interconnection agezgs and procedures. The FERC has indicated tioatr @003, which was effective
January 20, 2004, is to be applied prospectivelgterconnection agreements. Subsidiaries of Temdsk., as counterparties to two
previously executed interconnection agreements Mlalvama Power, have filed complaints at the FEBgLiesting that the FERC modify the
agreements and that Alabama Power refund a totsl bimillion previously paid for interconnectiorciiéties, with interest. Alabama Power
has also received similar requests from otheriestibtaling $7 million. Alabama Power has oppasech relief, and the proceedings are still
pending. The impact of Order 2003 and its subsedgedearings on Alabama Power and the final resdiitsese matters cannot be
determined at this time.

Environmental Rate Filin

On October 5, 2004, the Alabama PSC approved dfspete mechanism for the recovery of Alabama Bosvretail costs associated with
environmental laws, regulations, or other such ratesl The rate mechanism began operation in Ja@0agyand provides for the recoven
these costs pursuant to a factor that will be dated annually. Environmental costs to be recovereldide operation and maintenance
expenses, depreciation, and a return on investathtaRetail rates have increased 1 percent irb2@ich should yield an annual recover
approximately $33 million, and are expected toéase an additional 1 percent in 2006. In conjunatiith the Alabama PSC'’s approval,
Alabama Power agreed to a moratorium until MarcB726n any retail rate increase under the previoagproved Rate Stabilization and
Equalization plan (RSE). Any increase in March 2@@uld be based upon the earned return on retaihwan equity at December 31, 2006.
See Note 3 to the financial statements of AlabaowadP under “Retail Regulatory Matters” in Item 8tbé Form 1K for further informatior
on the RSE plan.
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Retail Fuel Cost Recove

Alabama Power has established fuel cost recovéeg epproved by the Alabama PSC. Alabama Powedsrurcovered fuel costs as of
March 31, 2005 totaled $96.4 million as comparefi01.6 million at December 31, 2004. Alabama Panereased its fuel billing factor in
April 2005. Alabama Power will continue to monitbe under recovered fuel cost balance to deterihareadditional adjustment to billing
rates should be requested from the Alabama PSOVIB&AGEMENT’'S DISCUSSION AND ANALYSIS —RESULTS OF OPERATION
- “Revenues” of Alabama Power in Item 7 and Note the financial statements of Alabama Power un&etdil Regulatory Matters” in
Item 8 of the Form 10-K and Note (H) to the Con@ehBinancial Statements herein for additional imfation.

Other Matters

Alabama Power is subject to certain claims andllag@gons arising in the ordinary course of busiés addition, Alabama Power’s business
activities are subject to extensive governmengliagion related to public health and the environimekitigation over environmental issues
and claims of various types, including property dgm personal injury, and citizen enforcement @frenmental requirements, has increased
generally throughout the United States. In paréicybersonal injury claims for damages caused lbged exposure to hazardous materials
have become more frequent. The ultimate outconsaidi litigation against Alabama Power cannot belipted at this time; however,
management does not anticipate that the liabilitfeany, arising from such current proceedings laddwave a material adverse effect on
Alabama Power’s financial statements.

See the Notes to the Condensed FinancialrB¢aits herein for discussion of various contingenaigd other matters which may affect
future earnings potential.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Alabama Power prepares its financial statemenge@ordance with accounting principles generallyepted in the United States. Significant
accounting policies are described in Note 1 tdfithencial statements of Alabama Power in Item &efForm 10-K. In the application of
these policies, certain estimates are made thathaag a material impact on Alabama Power’s resifiltgperations and related disclosures.
Different assumptions and measurements could peodsiimates that are significantly different frdmge recorded in the financial
statements. See MANAGEMENT'’S DISCUSSION AND ANALYSH ACCOUNTING POLICIES - “Application of Criticaccounting
Policies and Estimates” of Alabama Power in Iteof the Form 10-K for a complete discussion of AlalaaPower’s critical accounting
policies and estimates related to Electric UtiRggulation, Contingent Obligations, and Unbilled/&sues.

New Accounting Standards

FASB Statement No. 123R, Share-Based Paymentsssawed in December 2004. This statement requisgsctimpensation cost relating to
share-based payment transactions be recognizathimcfal statements. That cost will be measureddas the grant date fair value of the
equity or liability instruments issued. In April
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2005, the SEC amended the compliance dates for Ft&@ment No. 123R. For Alabama Power, this stanéms now effective beginning
January 1, 2006. Although the compensation expealselation required under the revised statemdferdislightly, the impacts on the
financial statements are expected to be similéneégro forma disclosures included in Note 1 tofthancial statements of Alabama Power
under “Stock Options” in Item 8 of the Form 10-Kdain Note (C) to the Condensed Financial Statemeetsin.

FASB Interpretation No. 47 (FIN 47), Accounifor Conditional Asset Retirement Obligations, wsssied in March 2005. This
interpretation requires that asset retirement aliligps be recorded when a legal obligation exiggsm¢hough the timing and/or the method of
settlement are conditional on a future event. Habama Power, FIN 47 is effective no later thanddelger 31, 2005. Alabama Power is
currently assessing the impact of FIN 47 on itabed sheet; however, adoption is not currently exegeto have a material impact on
Alabama Power’s income statement.

In December 2004, the FASB issued Staff Rosio. 109-1 (FSP 109-1), Application of FASB Sta¢at No. 109, Accounting for
Income Taxes, to the Tax Deduction on QualifieddBation Activities provided by the American Jobs&ion Act of 2004, which requires
that the generation deduction for utilities be astted for as a special tax deduction rather thamtag rate reduction. Alabama Power ada
FSP 109-1 in the first quarter of 2005 with no miatémpact on its financial statements.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Alabama Power’s financial condition continued tostrng at March 31, 2005. Net cash flows from apeg activities totaled $101.3 million
for the first quarter 2005, compared to $122.9igmilffor the first quarter 2004. The $21.6 millioacdease in 2005 resulted primarily from an
increase in cost and inventory of fuel. Those castsrecoverable in future periods and are refieotethe balance sheets as under recovered
regulatory clause revenues. Gross property additiomtility plant were $197.6 million in the firgtiarter 2005 and are included in the
balance sheets herein. The majority of funds neéategross property additions since 2000 has beeviged from operating activities.

Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS - FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral
Contractual Obligations” of Alabama Power in Iterofthe Form 10-K for a description of Alabama Poweapital requirements for its
construction program, lease obligations, purchasengitments, and trust funding requirements. Apprately $395 million will be required
by March 31, 2006 for redemptions and maturitieo§-term debt.

Sources of Capital

In addition to the financing activities describezldw, Alabama Power plans to obtain the funds megiuior construction and other purposes
from sources similar to those used in the past.arheunt, type, and timing of any financings — ieded — will depend upon maintenance
of adequate earnings, regulatory approval, prengitnarket conditions, and other factors. See MANMERT’'S DISCUSSION AND
ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Sources of Capital” of Alabama Power in Item 7 of #rerm 10-K for
additional information.

To meet shorterm cash needs and contingencies, at March 35 &ama Power had $120 million of cash and casiivalents, unuse
committed lines of credit of approximately $868lit (including $504
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million of such lines which are dedicated to furgdpurchase obligations relating to variable ratéution control bonds), of which

$643 million will expire at various times during@® and an extendible commercial note program. @iz Power expects to renew its credit
facilities, as needed, prior to expiration. Seeg\®to the financial statements of Alabama PowedeufBank Credit Arrangements” in Item 8
of the Form 10-K for additional information. AlabarRower may also meet short-term cash needs th&gluthern Company subsidiary
organized to issue and sell commercial paper atehdible commercial notes at the request and ®b#nefit of Alabama Power and other
Southern Company subsidiaries. Alabama Power lmadatery authority for up to $1 billion of shortrte borrowings. At March 31, 2005,
Alabama Power had no commercial paper or extendibies payable outstanding. Management believéshibaneed for working capital can
be adequately met by issuing commercial paperilizing lines of credit without maintaining largash balances.

Credit Rating Risk

Alabama Power does not have any credit arrangertteaittsvould require material changes in paymen¢dates or terminations as a result of
a credit rating downgrade. There are contractsdbalid require collateral — but not acceleratechpenyt —in the event of a credit rating cha
to below investment grade. These contracts aregpifyrfor physical electricity purchases and safe®d-price physical gas purchases, and
agreements covering interest rate swaps. At Matcl2G05, Alabama Power had no exposure under thipse of contracts.

Market Price Risk

Alabama Power’s market risk exposures relativaterest rate changes have not changed materiatipa@d with the December 31, 2004
reporting period. In addition, Alabama Power is aafire of any facts or circumstances that wouldiggntly affect such exposures in the
near term.

Due to cost-based rate regulations, AlabameePbas limited exposure to market volatility ingrest rates, commodity fuel prices, and
prices of electricity. To mitigate residual riskdative to movements in electricity prices, AlabaRwaver enters into fixed-price contracts for
the purchase and sale of electricity through thelegale electricity market and, to a lesser ext&@ntilar contracts for gas purchases. Alab
Power has also implemented a retail fuel hedgiogam at the instruction of the Alabama PSC. Tlrevidue of derivative energy contracts
at March 31, 2005 was as follows:

First Quarter

2005

Changes

Fair Value
(in thousands
Contracts beginning of peric $ 4,017
Contracts realized or settl 3,82(
New contracts at inceptic —
Changes in valuation techniqu —
Current period changes ( 30,32t
Contracts at March 31, 20( $ 38,16

(@) Current period changes also include the changfsrimalue of new contracts entered into duringkedod.
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Source of March 31, 2005
Valuation Prices
Total ___ Maturity
Fair Value Yearl 1-3 Yearn
(in thousands
Actively quoted $38,16¢ $29,94¢ $ 8,22(
External source 2 2 —

Models and other metho: —
Contracts at March 31, 20( $38,16: $29,94: $ 8,22(

For additional information, see MANAGEMENT'SSCUSSION AND ANALYSIS — FINANCIAL CONDITION AND LRQUIDITY —
“Market Price Risk” of Alabama Power in ltem 7 addtes 1 and 6 to the financial statements of Alad&wower under “Financial
Instruments” in Item 8 of the Form 10-K and Not¢ {¢-the Condensed Financial Statements herein.

Financing Activities

In March 2005, Alabama Power issued $250 millioisefies DD 5.65% Senior Notes due March 15, 2086.proceeds from the sale were
used to repay a portion of Alabama Power’s outstanshort-term indebtedness and for other generg@lorate purposes, including Alabama
Power’s continuing construction activities. AlabaR@aver settled an interest rate swap related ttraimsaction at a cost of $21 million,
which was recorded in other comprehensive incorhés dost will be amortized over a 30-year period.

In addition to any financings that may be rssegy to meet capital requirements and contractlaations, Alabama Power plans to

continue, when economically feasible, a programetwe higher-cost securities and replace thesigatibns with lower-cost capital if market
conditions permit.
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GEORGIA POWER COMPANY
CONDENSED STATEMENTS OF INCOME (UNAUDITED)

For the Three Month
Ended March 31
2005 2004
(in thousands

Operating Revenues:

Retail revenue $1,185,23( $1,037,79!
Sales for resal—

Non-affiliates 112,85: 65,45¢

Affiliates 25,63 54,14;
Other revenue 46,71: 41,99¢
Total operating revenut 1,370,43I 1,199,38!
Operating Expenses:
Fuel 309,26t 285,21«
Purchased powe—

Non-affiliates 52,97 62,68¢

Affiliates 220,00 135,14:
Other operation 202,07¢ 198,39:
Maintenance 116,65( 108,46¢
Depreciation and amortizatic 123,10( 67,737
Taxes other than income tax 60,75¢ 56,43.
Total operating expens 1,084,83; 914,07!
Operating Income 285,59¢ 285,31
Other Income and (Expense)
Allowance for equity funds used during construct 9,257 3,341
Interest incom 471 2,352
Interest expense, net of amounts capital (50,420 (45,650)
Interest expense to affiliate tru: (14,879 —
Distributions on mandatorily redeemable preferreclsities — (15,839
Other income (expense), r (2,847) (4,395
Total other income and (expen: (58,417 (60,185
Earnings Before Income Taxe:! 227,18t 225,12¢
Income taxe: 84,65 81,12(
Net Income 142,53. 144,00¢
Dividends on Preferred Stock 16€ 16€
Net Income After Dividends on Preferred Stock $ 14236 $ 143,84

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTED)

For the Three Month
Ended March 31

2005 2004
(in thousands

Net Income After Dividends on Preferred St $142,36: $143,84:
Other comprehensive income (los

Change in fair value of marketable securities,afi¢ax of $75 11¢€ —

Changes in fair value of qualifying hedges, netaafof $1,370 and $(880), respectiv 2,17 (1,399

Reclassification adjustment for amounts includedehincome, net of tax of $176 and $679, respelsti 28C 1,07
COMPREHENSIVE INCOME $144,93: $143,52:

The accompanying notes as they relate to GeorgigPare an integral part of these condensed fiahstatements.
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GEORGIA POWER COMPANY
CONDENSED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Three Month
Ended March 31
2005 2004
(in thousands

Operating Activities:

Net income $142,53: $ 144,00¢
Adjustments to reconcile net income to net caskigeal from operating activitie—
Depreciation and amortizatic 142,76! 99,09t
Deferred income taxes and investment tax cre 59,41 49,19(
Deferred expense affiliates 19,97 12,86(
Allowance for equity funds used during construct (9,257) (3,349
Pension, postretirement, and other employee bsi 3,75¢ 5,61¢
Tax benefit of stock optior 4,907 4,52¢
Other, ne (16,389 (24,807
Changes in certain current assets and liabil—
Receivables, ne (82,627 42,79¢
Fossil fuel stocl (5,339 (3,809
Materials and supplie 1,43( 773
Other current asse 6,82¢ 24,43(
Accounts payabl (106,49, (7,380
Accrued taxe! (65,109 (131,799
Accrued compensatic (86,047 (93,469
Other current liabilitie 3,88( (261)
Net cash provided from operating activit 14,24¢ 118,43:
Investing Activities:
Gross property additior (202,404 (158,74)
Cost of removal net of salva (4,69¢) 2,05¢
Change in construction payables, net of joint owgaetion (34,449 (20,809
Other 11,62: 5,21(
Net cash used for investing activiti (229,920 (172,28Y)
Financing Activities:
Increase in notes payable, | 339,69 55,04+
Proceed—
Senior note: 250,00( 350,00(
Mandatorily redeemable preferred securi — 200,00t
Redemption—
Senior note! (250,001 (200,001
Mandatorily redeemable preferred securi — (200,000)
Payment of preferred stock divider (48) (16)
Payment of common stock dividen (139,02) (141,379
Other (9,725 (11,557
Net cash provided from financing activiti 190,89! 52,107
Net Change in Cash and Cash Equivalents (24,777 (1,749
Cash and Cash Equivalents at Beginning of Perio 33,49% 8,69¢
Cash and Cash Equivalents at End of Perio $ 872C $ 6,950

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest (net of $3,709 and $1,180 capitalizedfa®5 and 2004, respective $ 58,35( $ 62,92!
Income taxes (net of refund $ (492) $ 16,49/

The accompanying notes as they relate to GeorgigePare an integral part of these condensed fiahstatements.
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GEORGIA POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:

2005

2004

Current Assets:

Cash and cash equivalel

Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Other accounts and notes receive
Affiliated companies

Accumulated provision for uncollectible accou

Fossil fuel stock, at average ci

Vacation pay

Materials and supplies, at average (
Prepaid expenst

Other

Total current asse

Property, Plant, and Equipment:

In service

Less accumulated provision for deprecia

Nuclear fuel, at amortized cc

Construction work in progre:

Total property, plant, and equipme

Other Property and Investments:

Equity investments in unconsolidated subsidis
Nuclear decommissioning trusts, at fair va
Other

Total other property and investme|
Deferred Charges and Other Assets
Deferred charges related to income te
Prepaid pension cos

Unamortized debt issuance expe
Unamortized loss on reacquired d

Other regulatory asse

Other

Total deferred charges and other as

Total Assets

(in thousands

$ 8720% 33,49
306,83t 317,93
124,23¢ 140,02
455,40 34554

77,81¢ 94,371
26,22¢ 17,04
(6,500) (7,100
189,60: 184,26
56,94: 57,37
268,99; 270,42.
18,544 32,69¢
39,15: 25,26(
1,565,98  1,511,33
18,803,60  18,681,53
7,306,920  7,217,60
11,496,67 11,463,92
124,76° 124,741
808,93 766,14(
12,430,37 12,354,81
66,15¢ 66,19:
455,66 459,19
64,41¢ 64,57:
586,24 589,95
506,35t 505,66
452 541 450,27
86,37¢ 77,92t
174,10; 176,82!
97,27: 72,63¢
70,04¢ 82,90¢
1,386,70.  1,366,23

$15,969,30 $ 15,822,33

The accompanying notes as they relate to GeorgigePare an integral part of these condensed fiahstatements.
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GEORGIA POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:
2005 2004

Current Liabilities:
Securities due within one ye
Notes payabli
Accounts payabl—
Affiliated
Other
Customer deposit
Accrued taxe—
Income taxe:
Other
Accrued interes
Accrued vacation pa
Accrued compensatic
Other
Total current liabilities
Long-term Debt
Long-term Debt Payable to Affiliated Trusts
Deferred Credits and Other Liabilities:
Accumulated deferred income tay
Deferred credits related to income ta
Accumulated deferred investment tax cre
Employee benefit obligatior
Asset retirement obligatior
Other cost of removal obligatiol
Miscellaneous regulatory liabilitie
Other
Total deferred credits and other liabiliti
Total Liabilities
Preferred Stock
Common Stockholde’s Equity:
Common stock, without par val—
Authorized— 15,000,000 share
Outstanding— 7,761,500 share
Paic-in capital
Retained earning
Accumulated other comprehensive |
Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

(in thousands

$ 35255($% 452,49¢

547,92( 208,23
121,04! 194,25:
236,61 310,76
120,39: 115,66
119,24! 78,26¢
61,48: 129,52(
77,48t 74,52¢
44,17¢ 44,89:
41,29¢ 127,34(
77,12: 75,69¢

1,799,34 1,811,65!
3,809,18! 3,709,85.

969,07: 969,07:
2,582,91 2,556,044
167,78: 170,97:
296,94! 300,01¢
336,93! 331,00:
512,53 504,51!
414,12: 411,69.
110,62: 92,61
53,86: 59,73¢

4,475,72. 4,426,58
11,053,32 10,917,16
14,60¢ 14,60¢

344,25( 344,25(
248317  2,478,26i
2,106,131  2,102,79

(32,18%) (34,755
4,901,370 4,890,56

$15,969,30 $ 15,822,33

The accompanying notes as they relate to GeorgigPare an integral part of these condensed fiahstatements.
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FIRST QUARTER 2005 vs. FIRST QUARTER 2004
OVERVIEW

Georgia Power operates as a vertically integratitity poroviding electricity to retail customers thin its traditional service area located
within the State of Georgia and to wholesale custenn the Southeast. Many factors affect the dppdies, challenges, and risks of Geol
Power’s business of selling electricity. Thesedexinclude the ability to maintain a stable retaha environment, to achieve energy sales
growth while containing costs, and to recover cosigted to growing demand and increasingly strimg@avironmental standards.

Georgia Power continues to focus on sevenablegformance indicators. These indicators inclagistomer satisfaction, peak season
equivalent forced outage rate, and return on eghity additional information on these indicatoes SIANAGEMENT'S DISCUSSION
AND ANALYSIS — OVERVIEW - “Key Performance Indicats’ of Georgia Power in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Earnings

Georgia Powes net income after dividends on preferred stockHerfirst quarter 2005 was $142.4 million compaie8143.8 million for th
corresponding period in 2004. The slight decreaa® due to higher nofuel operating expenses, partially offset by higlegail base revenu
resulting from the retail rate increase effectimauary 1, 2005. For additional information on thgrincrease, see MANAGEMENT'S
DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAE “FERC and Georgia PSC Matters — Retail Rate 'Gafs@eorgia
Power in Item 7 of the Form 10-K.

Significant income statement items appropfiateliscussion include the following:

Increase (Decreas
First Quartel
(in thousand: %

Retail revenue $ 147,44. 14.:2
Sales for resal- nor-affiliates 47,39¢  72.4
Sales for resal- affiliates (28,517 (52.7)
Fuel expens 24,05: 8.4
Purchased power exper— nor-affiliates (9,715 (15.5)
Purchased power exper- affiliates 84,86: 62.t
Maintenance expen: 8,18 7.5
Depreciation and amortization expel 55,36: 81.7
Allowance for equity funds used during

constructior 5,91C 176.¢

Retail revenuesThe chart below reflects the primary drivers of 1e2% increase in retail revenues in the firstrgpre2005 compared to
the same period in the prior year. Excluding fusdtaecovery revenues, which generally do not afietincome, retail sales revenue
increased by $59.8 million, or 8.5%, in the firslagter 2005 compared to the corresponding peri@d@4, primarily due to the retail rate
increase effective January 1, 2005. During the €jtarter 2005, kilowatt-hour energy sales to resiihl, commercial, and industrial
customers were down by 2.3%, up by 2.8%, and dow& %%, respectively, when compared to the samieghér 2004. Despite customer
growth of 1.9% in the residential sector, the dasesin kilowatt-hour
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energy sales in the first quarter 2005 was dueil@emwinter weather in 2005. The increase in comuia¢ kilowatt-hour energy sales in the
first quarter 2005 can be attributed to sustairemhemic strength and customer growth of 2.4% wlempared to the same period in 2004.
Industrial kilowatt-hour energy sales were dowmarily due to a 2.7% decrease in customers regyttirmarily from a reclassification of
customers from industrial to commercial when coragddo the same period in 2004.

Details of retail revenues are as follows:

Increase (Decreas
First Quartel

(in millions) %
Retail— prior year $ 1,03¢
Change ir—
Base Rate 44 4.3
Sales Growtt 22 2.1
Weathel @ (0.7)
Fuel Cost Recover 88 8.t
Retail- current yea $ 1,18t 14.2%

Sales for resale — non-affiliateBuring the first quarter 2005, sales for resalado-affiliates increased due to higher demand hergy
by these customers as a result of new contraastefé in January 2005 when compared to the cooratipg period in 2004.

Sales for resale — affiliates and Purchased powgeease — affiliate€€nergy sales to and purchases from affiliated conegavithin the
Southern Company system will vary depending on dehaend the availability and cost of generating ueses at each company. These sales
and purchases are made in accordance with thiatgtllcompany interchange agreement, as approvdweliERC. These transactions did
not have a significant impact on earnings since ¢hiergy is generally sold at marginal cost andggneurchases are generally offset by
energy revenues through Georgia Power’s fuel @asivery clause. Sales to affiliated companies @see due to an increase in Georgia
Power’s fuel costs relative to other Southern Camgsystem generating plants. Therefore, GeorgiadPewenerating plants were not called
upon as often in the first quarter 2005 to supplgrgy to affiliates. Purchased power from affilsabecreased during the first quarter 2005
when compared to the first quarter 2004 due to.4%46ncrease in the average cost of fuel per kittiwaur and $17.6 million of additional
capacity expenses under PPAs with Southern Powemntnt into effect in June 2004.

Fuel expenseFuel expense increased in the first quarter 2808 result of an increase in the average cosiebper net kilowatt-hour
generated of 12.7% when compared to the same piertbé prior year. These expenses do not havgrdfisant impact on earnings since f
expenses are generally offset by fuel revenuesigir@eorgia Power’s fuel cost recovery clause.\s@BAGEMENT'’S DISCUSSION
AND ANALYSIS — FUTURE EARNINGS POTENTIAL - “FERC ahGeorgia PSC Matters — Retail Fuel Cost Recovieeygin for
additional information.

Purchased power — non-affiliateBhe decrease in purchased power from non-affilisiéise first quarter 2005 when compared to thst fir
quarter 2004 resulted from lower demand which cdugsdf-generation to be more economical. Theseresggedo not have a significant
impact on earnings since energy expenses are digrefaet by energy revenues through Georgia Péafelel cost recovery clause.
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Maintenance expenskn the first quarter 2005, maintenance expenseasad primarily due to an increase of $6.1 miliroacheduled
fossil power production maintenance expense at®Mates and Branch and an increase of $1.5 miiliatheduled distribution line
maintenance when compared to the same period . 200

Depreciation and amortization expen&eepreciation and amortization expense in the §justrter 2005 compared to the same period il
prior year increased primarily due to the expinafio 2004 of certain provisions in Georgia Powdni®e-year retail rate plan ending
December 31, 2001 (2001 Retail Rate Plan). In azoare with the 2001 Retail Rate Plan, Georgia Pawenrtized an accelerated cost
recovery liability equally as a credit to amortinatexpense and recognized new Georgia PSC-cdrpfiechased power costs in rates evenly
over the three years ended December 31, 2004 tiBlaisnent resulted in a credit to amortization eggeof $47 million during the first
quarter 2004. See Note 3 to the financial statesneihGeorgia Power under “Retail Rate Orders” @mit8 of the Form 10-K for additional
information.

Allowance for equity funds used during constructidime first quarter 2005 increase in AFUDC compdeetthe same period in the prior
year relates primarily to construction of the Molsth combined cycle units 10 and 11. See Note Beatdimancial statements of Georgia Por
under “Plant Mcintosh Construction Project” in I1t@&wof the Form 10-K for further information.

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of Georgia Power’s futurengegs potential. The level of Georgia
Power’s future earnings depends on numerous fatttatsffect the opportunities, challenges, ankbrid Georgia Power’s business of selling
electricity. These factors include Georgia Powaligity to maintain a stable regulatory environmeatachieve energy sales growth while
containing costs, and to recover costs relateddwigg demand and increasingly stringent environt@lestandards. Future earnings in the
near term will depend, in part, upon growth in gyesales which is subject to a number of factoh®sE factors include weather, competit
new energy contracts with neighboring utilitieselgy conservation practiced by customers, the mfiedectricity, the price elasticity of
demand, and the rate of economic growth in GedPgiaer’s service area. For additional informatidatieg to these issues, see BUSINESS -
The SOUTHERN System — “Risk Factors” in Item 1 &aWINAGEMENT'’S DISCUSSION AND ANALYSIS — FUTURE EARNNIGS
POTENTIAL of Georgia Power in Item 7 of the Form-KO

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental regulations could affect eargiiiguch costs cannot be recovered. For
additional information, including information onrt&in environmental litigation, see MANAGEMENT’'S SBCUSSION AND ANALYSIS —
FUTURE EARNINGS POTENTIAL - “Environmental Mattersf Georgia Power in Item 7 and Note 3 to the faiahstatements of Georgia
Power under “New Source Review Actions” in ltemf@he Form 10-K.

Plant Wansley Environmental Litigatic

On March 11, 2005, the U.S. Court of Appeals far Eheventh Circuit accepted Georgia Power’s petitar review of the U.S. District Court
for the Northern District of Georgia’'s December 2804 order related to the Plant Wansley enviroriaiditigation. Oral argument on that
appeal has not been scheduled. See Note 3 tantiecfal statements of Georgia Power under “Plam3aly Environmental Litigation” in
Item 8 of the Form 10-K for additional informatiofhe ultimate outcome of this matter cannot novdéermined.
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Other Environmental Matters

The EPA issued the final Clean Air Interstate RarieMarch 10, 2005. The rule addresses sulfur def8D, ) and nitrogen oxide (NQ)

emissions that contribute to nonattainment of ightehour ozone and fine particulate matter Natidxrabient Air Quality Standards.
Twenty-eight eastern states, including the Stat®ewrgia, are subject to the fine particulate anttiye eighthour ozone requirements set fc
within the rule. The rule may require additionaduetions of NQ _and/or SQ, to be achieved by the installation of additionattcols at

Georgia Power’s facilities or through the purchakallowances. The impact of this final rule on Gga Power will, however, depend on the
development and implementation of applicable stegellations and therefore cannot be determinetistiime.

On March 15, 2005, the EPA announced the fil@an Air Mercury Rule, selecting a cap-and-tragproach to be implemented in two
phases, 2010 and 2018. The rule sets a permargohaamissions at the 2018 level and providesraraissions allowance trading market.
The impact of this final rule on Georgia Power wiépend on resolution of legal challenges and éveldpment and implementation of
applicable state regulations and therefore canaagbermined at this time.

On April 15, 2005, the EPA announced plansxiend the deadline for issuance of final rulesr@sking Best Available Retrofit
Technology standards under its Regional Haze prognatil June 15, 2005.

The EPA published a proposed rule on AprilZm)5 to approve redesignation of the Atlanta metea to “attainment” under the oheur
ozone standard.

FERC and Georgia PSC Matters
Market-Based Rate Authority

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “FERC and Georgia PSC Matters —
Market-Based Rate Authority,” of Georgia Powerten 7 and Note 3 to the financial statements ofrGiad®ower under “MarkeBased Rat
Authority” in Item 8 of the Form 10-K for informatn on the FERC’s April 2004 order adopting a neterim analysis for measuring
generation market power and a proceeding initibtethe FERC in December 2004 to assess Southerp&uris generation dominance
within its retail service territory. Georgia Poweas authorization from the FERC to sell power to-affiliates at market-based prices.
Georgia Power, through SCS as agent, also has FER©rity to make short-term opportunity sales atkat rates. Specific FERC approval
must be obtained with respect to a market-basettamirwith an affiliate. As directed by this orden February 15, 2005, Southern Company
submitted additional information related to genieradominance in its retail service territory. Angw market-based rate transactions in
Southern Company’s retail service territory entared after February 27, 2005 will be subject tfurel to the level of the default cost-based
rates, pending the outcome of the proceeding.dretient that the FERC’s default mitigation measaresultimately applied, Georgia Power
may be required to charge cost-based rates fainerholesale sales in the Southern Company sgaiice territory, which may be lower
than negotiated market-based rates. The impactabf sales through March 31, 2005 is not materi@eorgia Power’s net income. The final
outcome of this matter will depend on the form inieh the final methodology for assessing generatianket power and mitigation rules n
be ultimately adopted and cannot be determinekistime.

Generation Interconnection Agreements

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and Georgia PSC Matters —
Generation Interconnection Agreements” of Georgi&é? in Item 7 of the Form 10-K for information tre FERC’s Order 2003 related to
standardization of generation interconnection agezgs and procedures. The FERC has indicated tioar @003, which was effective
January 20, 2004, is to be
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applied prospectively to interconnection agreemedubsidiaries of Tenaska, Inc., as counterpatti@seviously executed interconnection
agreements with Georgia Power and another Sou®@mpany subsidiary, have filed complaints at thREEequesting that the FERC
modify the agreements and that Georgia Power refuadal of $7.9 million previously paid for intemnection facilities, with interest.
Georgia Power has opposed such relief, and theepdiegs are still pending. The impact of Order 2808 its subsequent rehearings on
Georgia Power and the final results of these nattannot be determined at this time.

Retail Fuel Cost Recove

On February 18, 2005, Georgia Power filed a requéhtthe Georgia PSC for a fuel cost recovery nateease. The requested increase,
representing an average annual increase in revefiag@proximately 11.8%, will allow for the recoyesf fuel costs based on an estimate of
future fuel costs, as well as the collection of éésting under recovery of fuel costs. The GeoRftC may require that this existing under
recovery be collected over a period greater thaivevmonths. Georgia Power’s under recovered fostiscas of March 31, 2005 totaled
$455.4 million. Hearings before the Georgia PSCewesld in April 2005. A final decision from the Gg@m PSC is expected in May 2005
with the new fuel rate effective June 1. The fioatcome of the filing cannot be determined at tinie. For additional information on Geor;
Power’s current fuel cost recovery rate, see NdtetBe financial statements of Georgia Power ufileel Cost Recovery” in Item 8 of the
Form 10-K and Note (I) to the Condensed Finandate®nents herein.

Other Matters

Georgia Power is subject to certain claims andllagtions arising in the ordinary course of businés addition, Georgia Power’s business
activities are subject to extensive governmengliagion related to public health and the environimekitigation over environmental issues
and claims of various types, including property dgm personal injury, and citizen enforcement efrenmental requirements, has increased
generally throughout the United States. In paréigybersonal injury claims for damages caused legadl exposure to hazardous materials
have become more frequent. The ultimate outconseicti litigation against Georgia Power cannot belipted at this time; however,
management does not anticipate that the liabilitfeany, arising from such current proceedings la@dwave a material adverse effect on
Georgia Power’s financial statements.

See the Notes to the Condensed FinancialrBéatis herein for discussion of various contingeneigd other matters which may affect
future earnings potential.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Georgia Power prepares its financial statemengsaordance with accounting principles generallyepted in the United States. Significant
accounting policies are described in Note 1 tdfithencial statements of Georgia Power in Item &efForm 10K. In the application of thes
policies, certain estimates are made that may hawaterial impact on Georgia Powseresults of operations and related disclosurdéer@nt
assumptions and measurements could produce eddithateare significantly different from those redmxat in the financial statements. Also
see MANAGEMENT’S DISCUSSION AND ANALYSIS — ACCOUNNG POLICIES — “Application of Critical Accountingdficies and
Estimates” of Georgia Power in Iltem 7 of the Foi@raKLfor a complete discussion of Georgia Powerisaal accounting policies and
estimates related to Electric Utility Regulatiomgrtingent Obligations, and Unbilled Revenues.
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New Accounting Standards

FASB Statement No. 123R, Share-Based Paymentdsazed in December 2004. This statement requisgctimpensation cost relating to
share-based payment transactions be recognizathimcfal statements. That cost will be measureddas the grant date fair value of the
equity or liability instruments issued. In April @D, the SEC amended the compliance dates for FA&®Sent No. 123R. For Georgia
Power, this statement is now effective beginninguday 1, 2006. Although the compensation expenksgilation required under the revised
statement differs slightly, the impacts on GeoRyiaver’s financial statements are expected to béagito the pro forma disclosures included
in Note 1 to the financial statements of Georgiaw@ounder “Stock Options” in Item 8 of the Form KGnd in Note (C) to the Condensed
Financial Statements herein.

FASB Interpretation No. 47 (FIN 47), Accourgtifor Conditional Asset Retirement Obligations, wsstied in March 2005. This
interpretation requires that asset retirement aliligps be recorded when a legal obligation exiggsm¢hough the timing and/or the method of
settlement are conditional on a future event. FeorGia Power, FIN 47 is effective no later than &aber 31, 2005. Georgia Power is
currently assessing the impact of FIN 47 on itebed sheet; however, adoption is not currently exggeto have a material impact on Geo
Power’s income statement.

In December 2004, the FASB issued Staff Rosio. 109-1 (FSP 109-1), Application of FASB Sta¢st No. 109, Accounting for
Income Taxes, to the Tax Deduction on QualifieddBation Activities provided by the American Jobs&on Act of 2004, which requires
that the generation deduction for utilities be actted for as a special tax deduction rather thamtag rate reduction. Georgia Power adopted
FSP 109-1 in the first quarter of 2005 with no miatémpact on its financial statements.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Over the last several years, Georgia Power’s filghigondition has remained stable. Net cash flamfloperating activities totaled

$14.2 million for the first quarter 2005, compatedb118.4 million for the first quarter 2004. Thecdease of $104.2 million in 2005 is
primarily the result of higher fuel costs, whicleaecoverable in future periods and are refleateatie balance sheets as under recovered
regulatory clause revenues. During the first qua&@®5, gross property additions were $202.4 mmillibhese additions were primarily related
to the construction of Plant McIntosh Units 10 drdd transmission and distribution facilities, antghases of nuclear fuel and equipment to
comply with environmental standards. The majoritjumds for these additions and other capital resyaents were derived primarily from
operating activities and financing activities. $&®orgia Power’'s Condensed Statements of Cash Feresn for further details.

Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral
Contractual Obligations” of Georgia Power in Iterofthe Form 10-K for a description of Georgia Poweapital requirements for its
construction program, lease obligations, purchasengitments, and trust funding requirements. Apprately $353 million will be required
by March 31, 2006 for redemptions and maturitieo§-term debt.

Sources of Capital

Georgia Power plans to obtain the funds required¢dostruction and other purposes from sourcedaia those used in the past, including
funds from operations and new security issuandes.amount, type, and
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timing of additional security issuances, if needeill,depend upon maintenance of adequate earniegsjatory approval, prevailing market
conditions, and other factors. See MANAGEMENT'S BISSSION AND ANALYSIS — FINANCIAL CONDITION AND LIQUDITY —
“Sources of Capital” of Georgia Power in Item 7loé Form 10-K for additional information.

At March 31, 2005, Georgia Power’s currerbiliies exceeded current assets because of théoed use of short-term debt as a funding
source to meet cash needs, which can fluctuatéiseyntly due to the seasonality of the businessmieet short-term cash needs and
contingencies, Georgia Power had at March 31, 2@@soximately $9 million of cash and cash equiviemd $773 million of unused credit
arrangements with banks. Of these facilities, $#iHlBon expire in 2005 and contain provisions allog two-year term loans executable at
expiration; and the remaining $350 million expine2007. Georgia Power expects to renew its craditifies, as needed, prior to expiration.
These unused credit arrangements provide liqualipport to Georgia Powarbbligations with respect to variable rate potintcontrol bond
and commercial paper. Georgia Power may also nheet-term cash needs through a Southern Comparsjdiaty organized to issue and
sell commercial paper and extendible commerciasat the request and for the benefit of GeorgimeP@and other Southern Company
subsidiaries. At March 31, 2005, Georgia Power$&@il.4 million of commercial paper and $16.6 milliof extendible commercial notes
outstanding. Management believes that the needddking capital can be adequately met by utilizomgmercial paper programs and line
credit without maintaining large cash balances.

Credit Rating Risk

Georgia Power does not have any credit arrangentteattsvould require material changes in paymeneéduales or terminations as a result «
credit rating downgrade. There are certain cordrtzt could require collateral, but not accelerg@yment, in the event of a credit rating
change to BBB- or Baa3 or below. Generally, cotldtenay be provided for by a Southern Company gqugrédetter of credit, or cash. These
contracts are primarily for physical electricityrpbiases and sales. At March 31, 2005, the maxinntenfial collateral requirements at a
BBB- or Baa3 rating were approximately $8 millidihe maximum potential collateral requirements &ttang below BBB- or Baa3 were
approximately $247 million. Georgia Power is alsotp to certain derivative agreements that coutpliire collateral and/or accelerated
payment in the event of a credit rating changeelow investment grade. These agreements are phni@rinatural gas price and interest rate
risk management activities. At March 31, 2005, @eoPower had no material exposure related to tagesements.

Market Price Risk

Georgia Power’s market risk exposures relativaterest rate changes have not changed materiatpa®d with the December 31, 2004
reporting period. In addition, Georgia Power is aatare of any facts or circumstances that wouldiggntly affect such exposures in the
near term.

Due to cost-based rate regulations, GeorgigePbas limited exposure to market volatility ingrest rates, commodity fuel prices, and
prices of electricity. To mitigate residual riskdative to movements in electricity prices, Geofg@aver enters into fixed-price contracts for
the purchase and sale of electricity through thelegale electricity market and, to a lesser ext&@ntilar contracts for gas purchases. Georgia
Power has also implemented a fuel hedging progtaheanstruction of the Georgia PSC.
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The fair value of derivative energy contraatdlarch 31, 2005 was as follows:

First Quarter 2005

Changes
Fair Value
(in thousands

Contracts beginning of peric $ 5,771
Contracts realized or settls 1,24¢
New contracts at inceptic —
Changes in valuation techniqu —
Current period changes( 30,10¢
Contracts at March 31, 20( $ 37,13:

(@) Current period changes also include the changfsrimalue of new contracts entered into duringkedod.

Source of March 31, 2005
Valuation Prices

Total ___ Maturity
Fair Value Year1l 1-3 Year

(in thousands

Actively quoted $36,93: $29,03¢ $ 7,89¢
External source 20C 20C —
Models and other metho — — —
Contracts at March 31, 20( $37,13: $29,23¢ $ 7,89¢

For additional information, see MANAGEMENT'S8CUSSION AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Georgia Power in Item 7 addtes 1 and 6 to the financial statements of GadPgiwer under “Financial Instruments”
in Item 8 of the Form 10-K and Note (F) to the Cemsked Financial Statements herein.

Financing Activities

In January 2005, Georgia Power issued $250 mitiioBeries X 5.70% Senior Notes due January 15, ZPetigeeds from the sale were used
to repay at maturity $250 million principal amowftSeries L Floating Rate Senior Notes in Febr29g5.

In April 2005, Georgia Power incurred obligais in connection with the issuance of $85 milkorn5% pollution control revenue bonds.
Proceeds from the sale will be used to repay ofitiga in connection with $85 million of 5.40% pdikn control revenue bonds in May 20
Also in April, Georgia Power issued $125 million®¢ries Y 5.80% Senior Notes due April 15, 2035cPeds were used to repay a portic
Georgia Power’s short-term indebtedness and faratbrporate purposes.

In April 2005, Georgia Power entered into ateiest rate swap designed to mitigate its expasuadverse interest rate movements with
respect to the anticipated Series Y Senior Noteisse. In connection with the issuance of suctoserttes, Georgia Power terminated the
swap at a fair value loss of $0.3 million, whichlwie amortized over a 10-year period.

In addition to any financings that may be rssegy to meet capital requirements and contrachigations, Georgia Power plans to
continue, when economically feasible, a programetiwe higher-cost securities and replace thesgatxdns with lower-cost capital if market
conditions permit.
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For the Three Month
Ended March 31
2005 2004
(in thousands

Operating Revenues:

Retail revenue $162,28:. $165,08:-
Sales for resal—

Non-affiliates 19,71 19,48¢

Affiliates 32,60( 20,69¢
Other revenue 10,00: 9,652
Total operating revenus 224,59 214,91¢
Operating Expenses:
Fuel 92,63( 78,41¢
Purchased powe—

Non-affiliates 5,10¢ 6,43:

Affiliates 6,012 7,42¢
Other operation 33,76¢ 33,01¢
Maintenance 17,59¢ 16,20¢
Depreciation and amortizatic 20,74¢ 20,55:
Taxes other than income tax 17,50: 17,06
Total operating expens 193,36¢ 179,11¢
Operating Income 31,22¢ 35,80«
Other Income and (Expense)
Allowance for equity funds used during construct 71¢ 527
Interest incom: 25k 13¢
Interest expense, net of amounts capital (8,260 (7,899
Interest expense to affiliate tru: (1,149 —
Distributions on mandatorily redeemable preferreclsities — (1,119
Other income (expense), r (527) (644
Total other income and (expen: (8,967) (8,989
Earnings Before Income Taxe:! 22,26¢ 26,81«
Income taxe: 7,56¢ 9,921
Net Income 14,70( 16,89:
Dividends on Preferred Stock 54 54
Net Income After Dividends on Preferred Stock $ 14,64¢ $ 16,83¢

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTED)

For the Three Month
Ended March 31

2005 2004
(in thousands
Net Income After Dividends on Preferred St $14,64¢ $16,83¢
Other comprehensive incorr
Reclassification adjustment for amounts includedehincome, net of tax of $31 and $31, respegcti 51 50
COMPREHENSIVE INCOME $14,69; $16,88¢

The accompanying notes as they relate to Gulf Pangan integral part of these condensed finastag¢ments.
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Operating Activities:
Net income

Adjustments to reconcile net income to net caskigeal from operating activitie—

Depreciation and amortizatic
Deferred income taxe

Pension, postretirement, and other employee bei

Tax benefit of stock optior
Other, ne
Changes in certain current assets and liabil—
Receivables, ne
Fossil fuel stocl
Materials and supplie
Other current asse
Accounts payabl
Accrued taxe:
Accrued compensatic
Other current liabilitie:
Net cash provided from operating activit
Investing Activities:
Gross property additior
Cost of removal net of salva
Investment in property damage fu
Other
Net cash used for investing activiti
Financing Activities:
Decrease in notes payable,
Proceed— Capital contributions from parent compe
Payment of preferred stock divider
Payment of common stock dividen
Other
Net cash used for financing activiti
Net Change in Cash and Cash Equivalent
Cash and Cash Equivalents at Beginning of Period

Cash and Cash Equivalents at End of Period

Supplemental Cash Flow Information:
Cash paid during the period f—

Interest (net of $317 and $233 capitalized for 2808 2004, respectivel

Income taxes (net of refund

The accompanying notes as they relate to Gulf Panean integral part of these condensed finastaaéments
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For the Three Month
Ended March 31

2005

2004

(in thousands

$14,70C  $ 16,89:
22,20¢ 22,08
(2,230 5
1,21¢ 1,427

534 93z
(2,977) 1,94(
27,86 16,81
(11,65() 2,30z

464 624

5,63( (2,24%)
(8,859 (4,899)

(150) 7,19¢
(11,509) (8,597)

5,87¢ 1,99¢
41,13¢ 56,47
(34,060 (33,14
(1,73)) (3,067

— (6,700)
(15,429 (1,327
(51,21) (44,239

— (19,687

— 25,00(

(59) (54)
(17,100 (17,500

(171) (209)
(17,329 (12,439
(27,409 (199)
64,82 2,54¢

$37,428 $ 2,34¢
$2856: $ 891F
$ 6,72 $ 1,84¢
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GULF POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:

2005

2004

Current Assets:
Cash and cash equivalel
Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Other accounts and notes receive
Affiliated companies
Accumulated provision for uncollectible accou
Fossil fuel stock, at average ci
Vacation pay
Materials and supplies, at average (
Prepaid income taxce
Other regulatory asse— current
Other
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated provision for deprecia

Construction work in progre:

Total property, plant, and equipme
Other Property and Investments
Deferred Charges and Other Assets
Deferred charges related to income te
Prepaid pension cos

Unamortized debt issuance expe
Unamortized loss on reacquired d
Other regulatory asse

Other

Total deferred charges and other as
Total Assets

(in thousands

$ 37,428 $ 64,82
41,19¢ 44,25¢
28,57: 35,88¢
1,361 9,28:
8,60¢ 7,171
4,25¢ 16,21¢
(1,166) (2,149
44,64¢ 32,99¢
5,44¢ 5,44¢
36,29’ 36,76:
35,90: 34,81:
26,89" 7,097
11,00: 5,19¢
280,53 297,82
2374400  2,367,18
858,86° 844,61
151553  1,522,57.
94,84¢ 74,00:
1,610,370 1,596,57
6,48¢ 6,42¢
17,38: 17,56¢
44,91 45,38«
6,60¢ 6,61¢
18,76 19,19;
88,36: 107,99«
17,18 13,08¢
193,21( 209,84

$2,090,600 $ 2,110,66:

The accompanying notes as they relate to Gulf Pangan integral part of these condensed finastag¢ments.
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GULF POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31,
2005

At December 3:

2004

Current Liabilities:
Securities due within one ye
Notes payabli
Accounts payabl—
Affiliated
Other
Customer deposit
Accrued taxe—
Income taxe:
Other
Accrued interes
Accrued vacation pa
Accrued compensatic
Other regulatory liabilitie— current
Other
Total current liabilities
Long-term Debt
Long-term Debt Payable to Affiliated Trusts
Deferred Credits and Other Liabilities:
Accumulated deferred income ta»
Deferred credits related to income ta
Accumulated deferred investment tax cre
Employee benefit obligatior
Other cost of removal obligatiol
Miscellaneous regulatory liabilitie
Other
Total deferred credits and other liabiliti
Total Liabilities
Preferred Stock
Common Stockholde’s Equity:
Common stock, without par val—
Authorized- 992,717 share
Outstanding- 992,717 share
Paic-in capital
Retained earning
Accumulated other comprehensive |
Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

The accompanying notes as they relate to Gulf Paenesan integral part of these condensed finastidé¢éments.
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(in thousands

$ 100,000 $ 100,00
50,00( 50,00(
34,63: 35,35¢
51,03¢ 77,45;
18,12: 18,47(

— 1,927
9,10( 9,25(
8,48¢ 7,66¢
5,44¢ 5,44¢
6,20( 16,98¢

21,33; 7,821
3,187 5,167
307,53¢ 335,54(
551,11( 550,98¢
72,16¢ 72,16¢
233,76° 229,90
22,67: 23,35¢
18,00¢ 18,48¢
55,61¢ 54,86¢
158,24 155,83
6,357 2,04¢
70,72¢ 71,19:
565,38° 555,69:
1,496,20i 1,514,309
4,09¢ 4,09¢
38,06( 38,06(
397,92¢ 397,39
157,12¢ 159,58:
(2,819 (2,865)
590,30: 592,17.

$2,090,60¢ $ 2,110,66:
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FIRST QUARTER 2005 vs. FIRST QUARTER 2004
OVERVIEW

Gulf Power operates as a vertically integratedtytiroviding electricity to customers within itsatlitional service area located in northwest
Florida and to wholesale customers in the SouthPastes for electricity provided by Gulf Powerrtail customers are set by the Florida
PSC. Many factors affect the opportunities, chagé and risks of Gulf Power’s business of selditegtricity. These factors include the
ability to maintain a stable regulatory environmeéatachieve energy sales growth while containiogfs; and to recover costs related to
growing demand and increasingly stringent enviromaestandards.

Gulf Power continues to focus on several kesfggmance indicators. These indicators includearusr satisfaction, peak season
equivalent forced outage rate, and return on eghity additional information on these indicatoes SIANAGEMENT'’S DISCUSSION
AND ANALYSIS — OVERVIEW - “Key Performance Indicate” of Gulf Power in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Earnings

Gulf Power’s net income after dividends on preféseock for the first quarter 2005 was $14.6 millmmpared to $16.8 million for the
corresponding period in 2004. First quarter 2005mzme decreased by $2.2 million, or 13.0%, prilmaue to a reduction in retail revenue
caused by milder winter weather, as compared tadin@e period in 2004.

Significant income statement items appropriataliscussion include the following:

Increase (Decreas
First Quarte|

(in thousand: %
Retail revenue $ (2,809 a.7)
Sales for resal- affiliates 11,90¢ 57.t
Fuel expens 14,21 18.1
Purchased power exper— nor-affiliates (1,325  (20.¢)
Purchased power exper- affiliates (1,41¢p (19.)
Other operations and maintenance exp 2,14¢ 4.4
Income tax expens (2,359 (23.7)

Retail revenuesThe chart below reflects the primary drivers of thé% decrease in retail revenues in the firsttgn&005 compared to
the same period in the prior year. Excluding reesmelated to fuel and other cost recovery, whizhat affect net income, retail revenues
decreased by $4.3 million, or 4.5%, for the firsager 2005 as compared to the corresponding périai04. Energy sales to residential,
commercial, and industrial customers were loweBl®o, 2.7%, and 2.8%, respectively, in the firsiner 2005 as compared to the same
period in 2004 primarily due to milder winter weatltonditions.
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Details of retail revenues are as follows:

First Quartel
(in thousand: %

Retail— prior year $ 165,08:
Change ir—
Sales growtt 1,50¢ 0.¢
Weathel (5,819 (3.5
Fuel cost recover (380) (0.2
Other cost recover 1,88¢ 1.1
Retail- current yea $ 162,28. (1.1)%

Sales for resale — affiliates and Purchased powgeease- affiliates. Revenues from sales for resale to affiliatesmnghases of energy
from affiliates will vary depending on demand ahd availability and cost of generating resourcesagh company within the Southern
Company system. These affiliate sales and purctesasade in accordance with the affiliate compatgrchange agreement as approved by
the FERC. These transactions do not have a signifimpact on earnings since this energy is gelyesald at marginal cost and energy
purchases are generally offset by energy reveresgh Gulf Power’s fuel cost recovery mechanishe hcrease in sales for resale to
affiliates is due to increased sales of availaleleegation to affiliate companies at a higher uasiteesulting from higher fuel prices. The
decrease in purchased power from affiliates ig¢isalt of a decrease in the demand for purchase@mdue to increased self-generation,
which was more economical.

Fuel expensdn the first quarter 2005, fuel expense was highan the same period in 2004 primarily due to aigrepercentage of
generation needs supplied by higher priced nagasilunits as well as a 10.7% increase in coalgeod a 12.8% increase in natural gas
prices. Since energy expenses are generally dfysebhergy revenues through Gulf Power’s fuel cesbvery mechanism, these expenses do
not have a material impact on net income.

Purchased power expense — non-affilialdse decrease in the first quarter 2005, as comgartee corresponding period in 2004, is
primarily the result of an increase in availablei®ern Company system generation. Since energynsgpere generally offset by revenues
through Gulf Power’s fuel cost recovery mechanirase expenses do not have a significant impanebimcome.

Other operations and maintenance expernBRe increase in other operations expense duniadirtst quarter 2005 is primarily due to
increased employee benefit expenses as compatied same period in 2004. The first quarter 2008eiase in maintenance expense from the
same period in the prior year reflects an incré@seheduled maintenance performed on power gaeoerand distribution facilities in 2005.

Income tax expensé&he decrease in income taxes of $2.4 million, o723 in the first quarter 2005 is primarily duethe $4.5 million
reduction in pretax net income as compared todhgesperiod in 2004.
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FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of Gulf Power’s future eagsrpotential. The level of Gulf Power’s
future earnings depends on numerous factors tfeattahe opportunities, challenges, and risks df 8awer’s business of selling electricity.
These factors include the ability of Gulf Powemtaintain a stable regulatory environment, to achienergy sales growth while containing
costs, and to recover costs related to growing denaad increasingly stringent environmental stasiglaFuture earnings in the near term will
depend, in part, upon growth in energy sales, wisictubject to a number of factors. These factwhide weather, competition, new energy
contracts with neighboring utilities, energy consgion practiced by customers, the price of eleityri the price elasticity of demand, and the
rate of economic growth in Gulf Power’s serviceaar€or additional information relating to thesaiess, see BUSINESS — The SOUTHERN
System — “Risk Factors” in Item 1 and MANAGEMENTEBSCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIADf Gulf
Power in Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atidtoenvironmental regulations could affect eargiiiguch costs cannot be recovered. For
additional information, including information onrt&in environmental litigation, see MANAGEMENT’'S SBCUSSION AND ANALYSIS —
FUTURE EARNINGS POTENTIAL — “Environmental Matterst Gulf Power in Item 7 and Note 3 to the finahsi@tements of Gulf Power
under “Environmental Matters” in Item 8 of the Foli®-K.

The EPA issued the final Clean Air Interstatde on March 10, 2005. The rule addresses suifiae (SO, ) and nitrogen oxide (NQ)

emissions that contribute to nonattainment of ightehour ozone and fine particulate matter Natidxrabient Air Quality Standards.
Twenty-eight eastern states, including the Staté€¥eorgia, Florida, and Mississippi, are subjedti® fine particulate and/or the eight-hour
ozone requirements set forth within the rule. Tile may require additional reductions of y@nd/or SQ, to be achieved by the installation

of additional controls at Gulf Power’s facilities through the purchase of allowances. The impathtisffinal rule on Gulf Power will,
however, depend on the development and implementafiapplicable state regulations and thereformotibe determined at this time.

On March 15, 2005, the EPA announced the fid@an Air Mercury Rule, selecting a cap-and-tragproach to be implemented in two
phases, 2010 and 2018. The rule sets a permargohaamissions at the 2018 level and providesraraissions allowance trading market.
The impact of this final rule on Gulf Power willglend on resolution of legal challenges and the ldpweent and implementation of
applicable state regulations and therefore canaagbermined at this time.

On April 15, 2005, the EPA announced plansxiend the deadline for issuance of final rules@sking Best Available Retrofit
Technology standards under its Regional Haze prognatil June 15, 2005.

FERC Matters
Market-Based Rate Authority

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and Florida PSC Matters —
Market-Based Rate Authority” of Gulf Power in Itéfrand Note 3 to the financial statements of Gul/@ounder “Market-Based Rate
Authority” in Item 8 of the Form 10-K for informaih on the FERC's April 2004 order adopting a neteriim analysis for measuring
generation market power and a proceeding initibtethe FERC in December 2004 to assess Southerp&uris
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generation dominance within its retail serviceitery. Gulf Power has authorization from the FERGeIl power to non-affiliates at market-
based prices. Gulf Power, through SCS as agenthals FERC authority to make short-term opportusetes at market rates. Specific FERC
approval must be obtained with respect to a mavkeed contract with an affiliate. As directed hig tirder, on February 15, 2005, Southern
Company submitted additional information relatedi¢émeration dominance in its retail service teryité\ny new market-based rate
transactions in Southern Company’s retail serécgtory entered into after February 27, 2005 Wwélsubject to refund to the level of the
default cost-based rates, pending the outcomeegbithiceeding. In the event that the FERC’s defaitlgation measures are ultimately
applied Gulf Power may be required to charge caseb rates for certain wholesale sales in the Soutbompany retail service territory,
which may be lower than negotiated market-basaxrathe impact of such sales through March 31, 2086t material to Gulf Power’s net
income. The final outcome of this matter will degam the form in which the final methodology fosassing generation market power and
mitigation rules may be ultimately adopted and carie determined at this time.

Generation Interconnection Agreements

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and Florida PSC Matters —
Generation Interconnection Agreements” of Gulf Poimdtem 7 of the Form 10-K for information on tRERC’s Order 2003 related to
standardization of generation interconnection agezgs and procedures. The FERC has indicated tioatr @003, which was effective
January 20, 2004, is to be applied prospectivelgterconnection agreements. Subsidiaries of Tendsk., as counterparties to three
previously executed interconnection agreements ettier Southern Company subsidiaries, have filedptaints at the FERC requesting that
the FERC modify the agreements and that Southemp@oy refund amounts previously paid for intercanioa facilities, with interest. Gulf
Power has also received similar requests from athgties totaling $6.6 million. Gulf Power has ogpd such relief, and the proceedings are
still pending. The impact of Order 2003 and itssduent rehearings on Gulf Power and the finalteefithese matters cannot be
determined at this time.

Storm Damage Cost Recovery

Hurricane Ivan hit Gulf Power’s service territory$eptember 2004. In March 2005, the Florida PSZoymed a Stipulation and Settlement
between Gulf Power, the Office of Public Counseltfee State of Florida, and the Florida IndustAaiver Users Group which allows Gulf
Power to recover the retail portion of $51.7 milliehe projected reserve deficiency, plus inteaestrevenue taxes, from customers over a 24
month period beginning in April 2005. In connectigith the Stipulation, Gulf Power has agreed thatill not seek any additional increase

its base rates and charges to become effective bafore March 1, 2007. See “Storm Damage Cost Ragd of Gulf Power in Item 7 of the
Form 10-K for additional information.

Other Matters

Gulf Power is subject to certain claims and legdioas arising in the ordinary course of businégssddition, Gulf Powes business activitie
are subject to extensive governmental regulatitated to public health and the environment. Litigatover environmental issues and claims
of various types, including property damage, pesbsorury, and citizen enforcement of environmemé&guirements, has increased generally
throughout the United States. In particular, peasamjury claims for damages caused by alleged supoto hazardous materials have bec
more frequent. The ultimate outcome of such litmaagainst Gulf Power cannot be predicted attthig; however, management does not
anticipate that the liabilities, if any, arisingfn such current proceedings would have a mateatiadrae effect on Gulf Power’s financial
statements.

See the Notes to the Condensed FinancialrB¢aits herein for discussion of various contingenaigd other matters which may affect
future earnings potential.
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ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Gulf Power prepares its financial statements iroet@nce with accounting principles generally aceé the United States. Significant
accounting policies are described in Note 1 tdfithencial statements of Gulf Power in Item 8 of Br@m 10-K. In the application of these
policies, certain estimates are made that may hawaterial impact on Gulf Power’s results of operat and related disclosures. Different
assumptions and measurements could produce edithateare significantly different from those retma in the financial statements. Also
see MANAGEMENT'S DISCUSSION AND ANALYSIS — ACCOUNNG POLICIES — “Application of Critical Accountingdiicies and
Estimates” of Gulf Power in Iltem 7 of the Form 10d€ a complete discussion of Gulf Power’s critiaatounting policies and estimates
related to Electric Utility Regulation, Contingedbligations, and Unbilled Revenues.

New Accounting Standards

FASB Statement No. 123R, Share-Based Paymentssawed in December 2004. This statement requisgsctimpensation cost relating to
share-based payment transactions be recognizéathincfal statements. That cost will be measureddas the grant date fair value of the
equity or liability instruments issued. In April @D, the SEC amended the compliance dates for FA8®r8ent No. 123R. For Gulf Power,
this statement is now effective beginning Janual0D6. Although the compensation expense calomatquired under the revised staten
differs slightly, the impacts on Gulf Power’s firaal statements are expected to be similar to tbdgyma disclosures included in Note 1 to
the financial statements of Gulf Power under “St@gkions” in Item 8 of the Form 10-K and in Note) {6 the Condensed Financial
Statements herein.

FASB Interpretation No. 47 (FIN 47), Accounifor Conditional Asset Retirement Obligations, wsssied in March 2005. This
interpretation requires that asset retirement alitigs be recorded when a legal obligation exigesehough the timing and/or the method of
settlement are conditional on a future event. Falf Bower, FIN 47 is effective no later than DecemB1, 2005. Gulf Power is currently
assessing the impact of FIN 47 on its balance sheatever, adoption is not currently expected teeha material impact on Gulf Power’s
income statement.

In December 2004, the FASB issued Staff RosiNo. 109-1 (FSP 109-1), Application of FASB Sta¢at No. 109, Accounting for
Income Taxes, to the Tax Deduction on QualifieddBation Activities provided by the American Jobg@&tion Act of 2004, which requires
that the generation deduction for utilities be arted for as a special tax deduction rather thamtag rate reduction. Gulf Power adopted
FSP 109-1 in the first quarter of 2005 with no miatémpact on its financial statements.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Gulf Powers financial condition continued to be strong at &faB1, 2005. Net cash flow from operating actigitietaled $41.1 million for tt
first quarter 2005, compared to $56.5 million foe first quarter 2004. The $15.4 million decreas2005 resulted primarily from payments
related to storm damage from Hurricane lvan. Gposperty additions to utility plant were $34.1 naill in the first quarter 2005. Funds for
Gulf Power’s property additions were provided byi@giing activities, capital contributions, and etfieancing activities. See the Condensed
Statements of Cash Flows for additional information
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Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY - “Capital Requirementsrad
Contractual Obligations” of Gulf Power in Item 7tbe Form 10-K for a description of Gulf Power'gital requirements for its construction
program, lease obligations, purchase commitmentsirast funding requirements.

Sources of Capital

Gulf Power plans to obtain the funds required famstruction and other purposes from sources singlétose used in the past. These sources
include cash flows from operating activities arglisnces of unsecured debt, preferred securitis®ok, and pollution control bonds issued
for Gulf Powers benefit by public authorities. The amount, tygrgg timing of any future financings, if needed,l\d#pend upon maintenan

of adequate earnings, regulatory approval, prengiinarket conditions, and other factors. See MANMERT'S DISCUSSION AND
ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Sources of Capital” of Gulf Power in Iltem 7 of the Rod.0-K for additional
information.

At March 31, 2005, Gulf Power’s current liatiéls exceeded current assets because of the gedtirse of short-term debt as a funding
source to meet cash needs, which can fluctuatéiseyntly due to the seasonality of the businessmieet short-term cash needs and
contingencies, Gulf Power has various internal extérnal sources of liquidity. At March 31, 2005lif3Power had approximately
$37.4 million of cash and cash equivalents and366llion of unused committed lines of credit whihnks that expire in 2005. Gulf Power
expects to renew its credit facilities, as neegeidy to expiration. In addition, Gulf Power hadstantial cash flow from operating activities.
The credit arrangements provide liquidity supporGulf Power’s obligations with respect to varialdée pollution control bonds and
commercial paper. Gulf Power may also meet shont-teash needs through a Southern Company subsiliganized to issue and sell
commercial paper and extendible commercial notéiseatequest and for the benefit of Gulf Power atetr Southern Company subsidiaries.
At March 31, 2005, Gulf Power had no commercialgragp extendible commercial notes outstanding.

Credit Rating Risk

Gulf Power does not have any credit arrangemeatsathuld require material changes in payment sdieedar terminations as a result of a
credit rating downgrade. There are certain cordrtet could require collateral, but not accelerg@yment, in the event of a credit rating
change to BBB- or Baa3 or below. Generally, cotldtenay be provided for by a Southern Company qugréetter of credit, or cash. These
contracts are primarily for the sale of electripaeity. At March 31, 2005, the maximum potentidlateral requirements at a BBB- or Baa3
rating were approximately $5 million. The maximuotgntial collateral requirements at a rating beRBB- or Baa3 were approximately

$10 million. Gulf Power is also party to certairrigative agreements that could require collateral/ar accelerated payment in the event of a
credit rating change to below investment grade s€lagreements are primarily for natural gas pmickiaterest rate risk management
activities. At March 31, 2005, Gulf Power had npesure under these agreements.

Market Price Risk

Gulf Power’s market risk exposures relative toriese rate changes have not changed materially amupéth the December 31, 2004
reporting period. In addition, Gulf Power is notaae of any facts or circumstances that would sicguiitly affect such exposures in the near
term.
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Due to cosbased rate regulation, Gulf Power has limited expo$o market volatility in interest rates, comntgduel prices, and prices
electricity. To mitigate residual risks relativertmvements in electricity prices, Gulf Power entats fixed-price contracts for purchase of
coal supplies, the purchase and sale of electticiyugh the wholesale electricity market, andh tesser extent, similar contracts for gas
purchases. Gulf Power has received approval frentrtbrida PSC to recover prudently incurred coslisted to its fuel hedging program
through the fuel cost recovery mechanism. Theviaiwe of derivative energy contracts at March I3was as follows:

First Quarter
2005
Changes

Fair Value

Contracts beginning of peric
Contracts realized or settl
New contracts at inceptic
Changes in valuation techniqt
Current period changes (

(in thousands
$ 317
1,43¢

10,16/

Contracts at March 31, 20(

$  11,91¢

(@) Current period changes also include the changfsrimalue of new contracts entered into duringkedod.

Source of March 31, 2005
Valuation Prices

Total __ Maturity
Fair Value Year1 1-3 Year:

Actively quoted
External source
Models and other metho:

(in thousands
$11,917 $9,15¢ $ 2,75¢
o @ —

Contracts at March 31, 20(

$11,91¢ $9,15¢ $ 2,75¢

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FIANCIAL CONDITION AND LIQUIDITY — “Market Price RisK of
Gulf Power in Item 7 and Notes 1 and 6 to the faianstatements of Gulf Power under “Financial lastents” in Item 8 of the Form 10-K
and Note (F) to the Condensed Financial Statentesitsn for further information.

Financing Activities

Gulf Power did not issue or redeem any long-teroaustes in the first quarter of 2005. In additimany financings that may be necessary to
meet capital requirements and contractual obligatiGulf Power plans to continue, when economidaifisible, a program to retire higher-
cost securities and replace these obligations litler-cost capital if market conditions permit.

Subsequent to March 31, 2005, Gulf Power cefaD million of a $50 million short-term borrowimgcurred in the fourth quarter 2004.
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CONDENSED STATEMENTS OF INCOME (UNAUDITED)

Operating Revenues:
Retail revenue
Sales for resal—
Non-affiliates
Affiliates
Other revenue
Total operating revenut
Operating Expenses:;
Fuel
Purchased powe—
Non-affiliates
Affiliates
Other operation
Maintenance
Depreciation and amortizatic
Taxes other than income tax
Total operating expens
Operating Income
Other Income and (Expense):
Interest incomt
Interest expens
Interest expense to affiliate tru:
Distributions on mandatorily redeemable preferreclsities
Other income (expense), r

Total other income and (expen:

Earnings Before Income Taxe:!
Income taxe:

Net Income
Dividends on Preferred Stock
Net Income After Dividends on Preferred Stock

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTED)

Net Income After Dividends on Preferred St
Other comprehensive los

Changes in fair value of qualifying hedges, netfaafnet of tax of $(172) and $(474), respecti

COMPREHENSIVE INCOME

For the Three Month
Ended March 31

2005

2004

(in thousands

$131,79:  $128,55!
59,58t 65,80(
18,92 11,80¢
4,90¢ 3,56¢
215 21 209,72
91,03¢ 76,54
5,43t 6,95¢
9,58: 17,31¢
39,51 34,95¢
15,53¢ 15,07:
8,057 14,14:
14,14¢ 13,13¢
183,30 178,12
31,90: 31,60(
35 11¢
(3,526) (2,809)
(64¢) —
— (630)

431 452
(3,709) (2,867)
28,19: 28,73
10,81 10,91¢
17,38( 17,82:
43¢ 502

$ 16,947 $ 17,31¢

For the Three Month
Ended March 31

2005 2004
(in thousands
$16,947 $17,31¢

(277) (765)
$16,67( $16,55¢

The accompanying notes as they relate to MissisBipwer are an integral part of these condensedhfial statements.
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MISSISSIPPI POWER COMPANY
CONDENSED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Three Month
Ended March 31
2005 2004
(in thousands

Operating Activities:

Net income $ 17,38( $17,82:
Adjustments to reconcile net income to net caskigeal from operating activitie—
Depreciation and amortizatic 15,46 15,24
Deferred income taxes and investment tax creckt 6,95¢€ 5,872
Plant Daniel capacit (6,28)) —
Pension, postretirement, and other employee bei 1,47: (272)
Tax benefit of stock optior 1,067 293
Other, ne 474 86¢
Changes in certain current assets and liabil—
Receivables, ne 22,13¢ 6,77¢
Fossil fuel stocl (4,789 4,732
Materials and supplie 1,104 571
Other current asse (1,37¢) (244)
Accounts payabl (4,327 (7,78))
Accrued taxe! (20,799 (28,379
Accrued compensatic (15,307 (14,557
Over recovered regulatory clause rever (3,379 (8,849
Other current liabilitie (2,32%) (3,039
Net cash provided from (used for) operating adési 7,48¢ (10,929
Investing Activities:
Gross property additior (14,199 (15,617
Cost of removal net of salva 26& 2,468
Other (587 (1,657
Net cash used for investing activiti (14,519 (14,799
Financing Activities:
Increase in notes payable, | 19,94( 34,93¢
Proceed— Senior note! — 40,00(
Redemption— Senior note! — (80,000
Payment of preferred stock divider (4349) (509
Payment of common stock dividen (15,500) (16,550)
Net cash provided from (used for) financing acibs 4,00¢ (22,114
Net Change in Cash and Cash Equivalents (3,027 (47,847
Cash and Cash Equivalents at Beginning of Perio 6,94¢ 69,12(
Cash and Cash Equivalents at End of Perio $ 3,92¢ $21,27¢

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest $ 2,76f $ 2,46¢
Income taxes (net of refund $(11,287) $ 1,61t

The accompanying notes as they relate to MissisBipwer are an integral part of these condensedhial statements.
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Assets

At March 31,
2005

At December 3:
2004

Current Assets:
Cash and cash equivalel
Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Other accounts and notes receive
Affiliated companies
Accumulated provision for uncollectible accou
Fossil fuel stock, at average ci
Vacation pay
Materials and supplies, at average (
Assets from risk management activit
Prepaid income taxce
Prepaid expenst
Other
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated provision for depreciat

Construction work in progre:

Total property, plant, and equipme
Other Property and Investments
Deferred Charges and Other Assets
Deferred charges related to income te
Prepaid pension cos

Unamortized debt issuance expe
Unamortized loss on reacquired d
Prepaid ren

Other

Total deferred charges and other as
Total Assets

(in thousands

$ 392 $ 6,94¢
30,09: 32,97¢
17,85: 20,80:
19,17: 32,49¢
3,04¢ 8,881
18,48¢ 15,76¢
(628) (774)
24,49: 19,70:
6,12¢ 6,12t
26,33t 27,43¢
17,62¢ 4,471
7,457 5,81¢
5,50¢ 3,421
92¢ 3,19:
180,40- 187,26¢
1,885,371  1,882,54;
705,11 697,86
1,180,26!  1,184,68
32,29( 27,96
121255 121264
6,43¢ 6,407
10,49: 10,66¢
17,75¢ 19,15¢
6,882 6,95¢
9,24¢ 9,437
12,40: 12,87¢
22,72 13,70¢
79,50 72,80:
$1478,89 $ 147911

The accompanying notes as they relate to MissisBipwer are an integral part of these condensedhial statements.
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Liabilities and Stockholder’s Equity

At March 31,
2005

At December 3:

2004

Current Liabilities:
Notes payabli
Accounts payabl—

Affiliated

Other
Customer deposit
Accrued taxe—

Income taxe:

Other
Accrued interes
Accrued vacation pa
Accrued compensatic
Regulatory clauses over recov
Plant Daniel capacit
Other regulatory liabilitie- current
Other
Total current liabilities
Long-term Debt
Long-term Debt Payable to Affiliated Trusts
Deferred Credits and Other Liabilities:
Accumulated deferred income ta»
Deferred credits related to income ta
Accumulated deferred investment tax cre
Employee benefit obligatior
Plant Daniel lease guarantee obligation, at fdines
Plant Daniel capacit
Other cost of removal obligatiol
Miscellaneous regulatory liabilitie
Other
Total deferred credits and other liabiliti
Total Liabilities
Preferred Stock
Common Stockholde’s Equity:
Common stock, without par val—

Authorized- 1,130,000 share
Outstandin¢- 1,121,000 share

Paic-in capital
Retained earning
Accumulated other comprehensive I
Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

(in thousands

$  19,94( $ —
28,667 19,56¢
39,96¢ 52,68¢
8,35( 9,05:
9,32¢ 39¢
14,24 44,28t
2,407 1,731
6,12t 6,12t
8,611 23,91¢
1,98¢ 5,35¢
22,09¢ 25,12¢
19,62° 4,80¢
9,111 13,39(
190,45’ 206,43
242 50( 242 49
36,08: 36,08:
177,44: 167,34!
19,88 20,26
18,35; 18,65¢
56,93« 57,27t
10,51¢ 10,99(
15,41 18,66
77,84¢ 76,22¢
12,74¢ 9,527
39,86’ 36,53¢
429,01 415,48
898,04 900,49
32,78( 32,78(
37,69: 37,69:
296,90« 295,83
217,34( 215,89
(3,86)) (3,58
548,07 545,83

$1,478,89 $ 1,479,11

The accompanying notes as they relate to MissisBipwer are an integral part of these condensedhfial statements.
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FIRST QUARTER 2005 vs. FIRST QUARTER 2004
OVERVIEW

Mississippi Power operates as a vertically integgtattility providing electricity to retail custonsewithin its traditional service area located
within the State of Mississippi and to wholesalstomers in the Southeast. Many factors affect gpodunities, challenges, and risks of
Mississippi Power’s business of selling electricihese factors include the ability to maintairiabke regulatory environment, to achieve
energy sales growth while containing costs, an@tover costs related to growing demand and incrglgsstringent environmental standai

Mississippi Power continues to focus on sdvera performance indicators. In recognition thassissippi Power's long-term financial
success is dependent upon how well it satisfiesuigsomers’ needs, Mississippi Power’s retail hase mechanism, PEP, includes
performance indicators that directly tie custon@wige indicators to Mississippi Power’s allowetlre. In addition to the PEP performance
indicators, Mississippi Power focuses on othergremince measures, including broader measures weas satisfaction, return on equity,
and peak season equivalent forced outage ratedeitional information on these indicators, see MABEMENT’S DISCUSSION AND
ANALYSIS — OVERVIEW — “Key Performance Indicatorsf Mississippi Power in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Earnings

Mississippi Power’s net income after dividends oefgxred stock for the first quarter 2005 of $18ulion decreased $372,000, or 2.1%,
from $17.3 million for the same period of 2004.

Significant income statement items appropfiateliscussion include the following:

Increase (Decreas
First Quartel

(in thousand: %
Retail revenue $ 3,23¢ 2.5
Sales for resal- nor-affiliates (6,219 (9.9
Sales for resal- affiliates 7,11¢ 60.3
Fuel expens 14,49: 18.€
Purchased power exper— nor-affiliates (1,52 (21.9
Purchased power exper- affiliates (7,739  (44.9)
Other operations expen 4,55¢ 13.C
Depreciation and amortization expel (6,086 (43.0
Taxes other than income tax 1,007 7.7

Retail revenuesThe chart below reflects the primary drivers of 8% increase in retail revenues in the first tpre2005 compared to
the same period in the prior year. Retail reverfoethe first quarter 2005 increased when comp&rete same period in 2004 primarily as a
result of a $5.6 million increase in fuel and otbest recovery revenues, which generally do noefeaveffect on income. Retail revenues,
excluding fuel revenues, for the first quarter 26@®n residential and commercial customers decte@2% and 6.0%, respectively, prima
as a result of milder weather. Retail revenuesluelkag fuel revenues, for the first quarter 200&nfrindustrial customers remained consistent
compared to the same period in 2004.

68




Table of Contents

MISSISSIPPI POWER COMPANY
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Details of retail revenues are as follows:

First Quartel
(in thousand: %

Retail— prior year $ 128,55!
Change ir—
Base rate (94) (0.2)
Sales growtt (103) (0.1
Weathel (2,187 (1.7)
Fuel cost recover 3,53t 2.8
Other cost recover 2,07¢ 1.€
Retail- current yea $ 131,79: 2.5%

Sales for resale non-affiliates.The decrease in sales for resale to non-affilisieise first quarter 2005 as compared to the sagnegin
2004 is primarily due to fewer opportunities in thikolesale market as a result of higher fuel prices

Sales for resale affiliates and Purchased power expersafiliates. Revenues from sales for resale to affiliatesyalfas purchases of
energy from affiliates, will vary depending on derdand the availability and cost of generating ueses at each company within the
Southern Company system. These affiliate saleparzhases are made in accordance with the afftiatepany interchange agreement
approved by the FERC. These transactions do n& &aignificant impact on earnings since the engrggnerally sold at marginal cost and
energy purchases are generally offset by energnieas through Mississippi Power’s retail and whadkefuel cost recovery clauses. The
increase in sales for resale to affiliates anddterease in purchased power from affiliates arsalt of Mississippi Powes’more economici
generating costs when compared to others.

Fuel expensdn the first quarter 2005, fuel expense increaskdmcompared to the same period in 2004 as a @fsal2.6% increase in
generation and a 18.0% increase in the cost of odayas, and emission allowances. Since enexggreses are generally offset by energy
revenues through Mississippi Power’s retail and lesale fuel cost recovery clauses, these expemsestchave a significant impact on
earnings.

Purchased power expense — non-affiliatésthe first quarter 2005, purchased power fram-affiliates decreased due to increased self-
generation that resulted from higher generating availability during the first quarter 2005 as quaned to the same period in 2004, when
more scheduled maintenance outages occurred.

Other operations expensén the first quarter 2005, other operations esgencreased primarily due to a $1.6 million insem
employee and retiree benefit expense as a reshigbér employee medical expenses and updatedrattsimdies for pension and
postretirement benefits for 2005, an increaseasdeexpense of approximately $0.6 million due ¢ihéi interest rates on the embedded
variable rate debt, a $0.4 million increase in eéges related to customer accounts, and a $0.4milicrease in legal and accounting
expenses.

Depreciation and amortizatioT.he first quarter 2005 decrease in depreciationaandrtization expense when compared to the same
period in 2004 is primarily the result of $6.3 natl in amortization of the regulatory liability eted to Plant Daniel capacity recorded in 2005
as approved by the Mississippi PSC. See Note Betdinancial statements of Mississippi Power urf@etail Regulatory Matters” in Item 8
of the Form 10-K for additional information.

Taxes other than income tax@$ie increase in taxes other than income taxeéofitst quarter 2005 as compared to the samegario
2004 is a result of higher property taxes.
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FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of Mississippi Power’s fute@nings potential. The level of
Mississippi Power’s future earnings depends on maogefactors that affect the opportunities, chates) and risks of Mississippi Power’s
business of selling electricity. These factorsudel the ability of Mississippi Power to maintaigtable regulatory environment, to achieve
energy sales growth while containing costs, angtover costs related to growing demand and incrglgsstringent environmental standai
Future earnings in the near term will depend, irt,pgoon growth in energy sales, which is subjea humber of factors. These factors
include weather, competition, new energy contragtis neighboring utilities, energy conservationgireed by customers, the price of
electricity, the price elasticity of demand, and thte of economic growth in Mississippi Power's/gg area. For additional information
relating to these issues, see BUSINESS — The SOWRMEystem - “Risk Factors” in Item 1 and MANAGEMENIDISCUSSION AND
ANALYSIS — FUTURE EARNINGS POTENTIAL of Mississipgtower in Iltem 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental regulations could affect eargiiiguch costs cannot be recovered. For
additional information, including information onrt&in environmental litigation, see MANAGEMENT’'S SBCUSSION AND ANALYSIS —
FUTURE EARNINGS POTENTIAL - “Environmental Mattersf Mississippi Power in Iltem 7 and Note 3 to thmahcial statements of
Mississippi Power under “Environmental Mattersliem 8 of the Form 10-K.

The EPA issued the final Clean Air Interstatde on March 10, 2005. The rule addresses suifide (SO, ) and nitrogen oxide (NQ)

emissions that contribute to nonattainment of ightehour ozone and fine particulate matter Natidxrabient Air Quality Standards.
Twenty-eight eastern states, including the Statédabbama and Mississippi, are subject to the fineticulate and/or the eight-hour ozone
requirements set forth within the rule. The ruleymequire additional reductions of N@nd/or SQ, to be achieved by the installation of

additional controls at Mississippi Power’s facdgior through the purchase of allowances. The itmgfahbis final rule on Mississippi Power
will, however, depend on the development and implatation of applicable state regulations and tloeeefannot be determined at this time.

On March 15, 2005, the EPA announced the fif@an Air Mercury Rule, selecting a cap-and-tragproach to be implemented in two
phases, 2010 and 2018. The rule sets a permargohamissions at the 2018 level and providesriaraissions allowance trading market.
The impact of this final rule on Mississippi Powell depend on resolution of legal challenges dmeldevelopment and implementation of
applicable state regulations and therefore canaagbermined at this time.

On April 15, 2005, the EPA announced plansxtend the deadline for issuance of final rules@sking Best Available Retrofit
Technology standards under its Regional Haze prognatil June 15, 2005.

FERC and Mississippi PSC Matters
Market-Based Rate Authority

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and Mississippi PSC Maite-
Market-Based Rate Authority” of Mississippi Poweriem 7 and Note 3 to the financial statementsliskissippi Power under “Market-
Based Rate Authority” in Item 8 of the Form 10-K foformation on the FERC’s April 2004 order adogtia new interim analysis for
measuring generation market power and a proceddiiigfed by the FERC in December 2004 to assessh®m Company’s generation
dominance within its retail service territory. Mssippi Power has authorization
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from the FERC to sell power to non-affiliates atrked-based prices. Mississippi Power, through SE€8gent, also has FERC authority to
make short-term opportunity sales at market r&pscific FERC approval must be obtained with resfea market-based contract with an
affiliate. As directed by this order, on FebruaBy 2005, Southern Company submitted additionalrimédion related to generation dominau

in its retail service territory. Any new market-bdgate transactions in Southern Company’s retaiice territory entered into after

February 27, 2005 will be subject to refund tolthes| of the default cost-based rates, pendingtlieome of the proceeding. In the event that
the FERC'’s default mitigation measures are ultityeapplied Mississippi Power may be required torgkacost-based rates for certain
wholesale sales in the Southern Company retailceterritory, which may be lower than negotiatearket-based rates. The impact of such
sales through March 31, 2005 is not material tosM&ppi Power’s net income. The final outcomehig tatter will depend on the form in
which the final methodology for assessing genenati@rket power and mitigation rules may be ultinyaéglopted and cannot be determined
at this time.

See Note 3 to the financial statements of Igléggpi Power under “Environmental Compliance Oi@wPlan” in Item 8 of the Form 10-K
for additional information on the ECO Plan. Misgigs Power’'s ECO Plan annual filing for 2005 wapagved by the Mississippi PSC at the
conclusion of the ECO Plan hearings on April 5,208n order is forthcoming. The result will be &hbt increase in rates effective May 2C
Compliance costs related to the Clean Air Act atietoenvironmental regulations could affect earsiiiguch costs cannot continue to be
recovered.

Other Matters

Mississippi Power is subject to certain claims kgl actions arising in the ordinary course ofibess. In addition, Mississippi Power’s
business activities are subject to extensive gowemntal regulation related to public health andgheironment. Litigation over environmental
issues and claims of various types, including priypgamage, personal injury, and citizen enforcenoéenvironmental requirements, has
increased generally throughout the United Statepatticular, personal injury claims for damagessea by alleged exposure to hazardous
materials have become more frequent. The ultimateome of such litigation against Mississippi Pow@nnot be predicted at this time;
however, management does not anticipate thatdbdities, if any, arising from such current prodegs would have a material adverse ef
on Mississippi Power’s financial statements.

See the Notes to the Condensed FinancialrB¢aits herein for discussion of various contingenaigd other matters which may affect
future earnings potential.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Mississippi Power prepares its financial statemengsccordance with accounting principles generatigepted in the United States.
Significant accounting policies are described ine\bto the financial statements of Mississippi Boim Item 8 of the Form 10-K. In the
application of these policies, certain estimatesmaade that may have a material impact on MisgisSipwer’s results of operations and
related disclosures. Different assumptions and oreasents could produce estimates that are signtficdifferent from those recorded in the
financial statements. Also see MANAGEMENT'’S DISCUGSI AND ANALYSIS — ACCOUNTING POLICIES - “Applicathn of Critical
Accounting Policies and Estimates” of Mississippirer in Item 7 of the Form 10-K for a complete dission of Mississippi Power’s critical
accounting policies and estimates related to Etethility Regulation, Contingent Obligations, Utibd Revenues, and Plant Daniel
Operating Lease.
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New Accounting Standards

FASB Statement No. 123R, Share-Based Paymentdsazed in December 2004. This statement requisgctimpensation cost relating to
share-based payment transactions be recognizathimcfal statements. That cost will be measureddas the grant date fair value of the
equity or liability instruments issued. In April @D, the SEC amended the compliance dates for FA&®rSent No. 123R. For Mississippi
Power, this statement is now effective beginninguday 1, 2006. Although the compensation expenksgilation required under the revised
statement differs slightly, the impacts on MisgigsiPower’s financial statements are expected teifndar to the pro forma disclosures
included in Note 1 to the financial statements a§d¥sippi Power under “Stock Options” in Item &loé Form 10-K and Note (C) to the
Condensed Financial Statements herein.

FASB Interpretation No. 47 (FIN 47), Accourgtifor Conditional Asset Retirement Obligations, wsstied in March 2005. This
interpretation requires that asset retirement aliligps be recorded when a legal obligation exiggsm¢hough the timing and/or the method of
settlement are conditional on a future event. F@sMsippi Power, FIN 47 is effective no later tlizecember 31, 2005. Mississippi Power is
currently assessing the impact of FIN 47 on itebed sheet; however, adoption is not currently exegeto have a material impact on
Mississippi Power’s income statement.

In December 2004, the FASB issued Staff RosiNo. 109-1 (FSP 109-1), Application of FASB Sta¢at No. 109, Accounting for
Income Taxes, to the Tax Deduction on QualifieddBation Activities provided by the American Jobs&on Act of 2004, which requires
that the generation deduction for utilities be actted for as a special tax deduction rather thamtag rate reduction. Mississippi Power
adopted FSP 109-1 in the first quarter of 2005 withmaterial impact on its financial statements.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Mississippi Power’s financial condition continuedite strong at March 31, 2005. Net cash flow prediffom operating activities totaled
$7.5 million for the first quarter 2005, comparechet cash flow used for operating activities o® $1million for the first quarter 2004. The
$18.4 million increase in 2005 resulted primariigri fuel and Energy Cost Management clause callestiGross property additions to utility
plant were $14.2 million in the first quarter 200%ie majority of funds needed for gross propertitahs since 2000 has been provided f
operating activities.

Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral
Contractual Obligations” of Mississippi Power iert 7 of the Form 10-K for a description of MisggsiPower’s capital requirements for its
construction program, lease obligations, purchasengitments, and trust funding requirements.

Sources of Capital

In addition to the financing activities describestdin, Mississippi Power plans to obtain the furedgiired for construction and other purpc
from sources similar to those used in the past.arheunt, type, and timing of any financings, if de@, will depend upon maintenance of
adequate earnings, regulatory approval, prevaitiagket conditions, and other factors. See MANAGEMENDISCUSSION AND
ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Sources of Capital” of Mississippi Power in Item 7tbé Form 10-K for
additional information.
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At March 31, 2005, Mississippi Power’s curriabilities exceeded current assets because afdh#nued use of short-term debt as a
funding source to meet cash needs, which can #ibetsignificantly due to the seasonality of theitess. To meet short-term cash needs and
contingencies, Mississippi Power had at March 8D52approximately $3.9 million of cash and cashivedants and $100.5 million of unus
committed credit arrangements with banks that exipi2005. Approximately $38 million of these cteglirangements contain provisions
allowing two-year term loans executable at expiratiMississippi Power expects to renew its credtlitlities, as needed, prior to expiration.
The credit arrangements provide liquidity suppomississippi Power’s obligations with respect #iable rate pollution control bonds and
commercial paper. Mississippi Power may also mieettderm cash needs through a Southern Comparsjdiaty organized to issue and sell
commercial paper and extendible commercial notéiseatequest and for the benefit of Mississippi Boand other Southern Company
subsidiaries. At March 31, 2005, Mississippi Polad $19.9 million in outstanding notes payable. Mgment believes that the need for
working capital can be adequately met by utilizings of credit without maintaining large cash Inales.

Off-Balance Sheet Financing Arrangements

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Off-Balance Sheet Finacing
Arrangements” in Item 7 and Note 7 to the finanstakements of Mississippi Power under “Operatiegdes” in Item 8 of the Form 10-K for
information related to Mississippi Power’s lease@ombined cycle generating facility at Plant &ni

Credit Rating Risk

Mississippi Power does not have any credit arramgesnthat would require material changes in payrsemédules or terminations as a result
of a credit rating downgrade. Mississippi Powepasty to certain derivative agreements that coetpliire collateral and/or accelerated
payment in the event of a credit rating changeelow investment grade. These agreements are phni@rinatural gas price risk
management activities. At March 31, 2005, Mississiower had no exposure under these agreements.

Market Price Risk

Mississippi Power’s market risk exposures relatoventerest rate changes have not changed magec@thpared with the December 31, 2004
reporting period. In addition, Mississippi Poweni® aware of any facts or circumstances that weigdificantly affect such exposures in the
near term.

Due to cost-based rate regulation, Missisdapier has limited exposure to market volatilityriterest rates, commaodity fuel prices, and
prices of electricity. To mitigate residual riskdative to movements in electricity prices, Misgps Power enters into fixed-price contracts
for the purchase and sale of electricity throughwimolesale electricity market. Mississippi Powas hlso implemented retail fuel hedging
programs at the instruction of the Mississippi R8@ wholesale fuel hedging programs under agreemedtit wholesale customers.
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The fair value of derivative, fuel, and eneogytracts at March 31, 2005 was as follows:

First Quarter

2005
Changes
Fair Value
(in thousands
Contracts beginning of peric $ 88¢
Contracts realized or settls 2,00t
New contracts at inceptic —
Changes in valuation techniqu —
Current period changes ( 20,28¢
Contracts at March 31, 20( $ 23,18(

(@) Current period changes also include the changfsrimalue of new contracts entered into duringkedod.

Source of March 31, 2005
Valuation Prices
Total Maturity
Fair Value Year1l 1-3 Year
(in thousands

Actively quoted $24,49¢ $17,56: $ 6,93¢
External source (1,319 (1,319 —
Models and other methor — — —
Contracts at March 31, 20l $23,18( $16,24+ $ 6,93¢

For additional information, see MANAGEMENT'S8CUSSION AND ANALYSIS — FINANCIAL CONDITION AND LQUIDITY —
“Market Price Risk” of Mississippi Power in Itemand Notes 1 and 6 to the financial statements utkdeancial Instruments” of Mississippi

Power in Item 8 of the Form 10-K and Note (F) te @ondensed Financial Statements herein.

Financing Activities

Mississippi Power did not issue or redeem any langy securities during the first quarter of 20@baddition to any financings that may be
necessary to meet capital requirements and consdaabligations, Mississippi Power plans to continwhen economically feasible, a
program to retire higher-cost securities and repthese obligations with lower-cost capital if n&trkonditions permit.
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SAVANNAH ELECTRIC AND POWER COMPANY

CONDENSED STATEMENTS OF INCOME (UNAUDITED)

For the Three Month
Ended March 31
2004
As Restate
2005 (Note L)
(in thousands

Operating Revenues:

Retail revenue $85,00¢ $ 67,50¢
Sales for resal—

Non-affiliates 45¢ 1,41(

Affiliates 2,061 2,431
Other revenue 1,06¢ 96E
Total operating revenus 88,58¢ 72,32
Operating Expenses:
Fuel 13,12: 10,48¢
Purchased powe—

Non-affiliates 1,88¢ 2,34z

Affiliates 36,27¢ 22,13(
Other operation 14,32« 14,10:
Maintenance 9,88¢ 6,431
Depreciation and amortizatic 5,34¢ 5,20¢
Taxes other than income tax 3,79¢ 3,59
Total operating expens 84,64+ 64,28¢
Operating Income 3,94¢ 8,03
Other Income and (Expense)
Interest incom 17 71
Interest expense, net of amounts capital (3,229 (3,149
Distributions on mandatorily redeemable preferreclsities — (109
Other income (expense), r 1,10¢ (41¢)
Total other income and (expen: (2,100 (3,599
Earnings Before Income Taxes 1,84¢ 4,43:
Income taxe: 14¢ 1,60(
Net Income 1,69 2,83¢
Dividends on Preferred Stock 67E —
Net Income After Dividends on Preferred Stock $ 1,02 $ 2,83t

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTLED)

For the Three Month
Ended March 31

2004
As Restate
2005 (Note L)
(in thousands

Net Income After Dividends on Preferred St $ 1,02C $ 2,83¢
Other comprehensive income (los

Changes in fair value of qualifying hedges, netaafof $450 and $(20), respective 718 (33

Reclassification adjustment for amounts includedahincome, net of tax of $3 and $15, respecti 4 24

COMPREHENSIVE INCOME $ 1,73 $ 2,824

The accompanying notes as they relate to SavaniealriE are an integral part of these condenseahfifal statements.
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Operating Activities:
Net income

Adjustments to reconcile net income to net caskigea from operating activitie—

Depreciation and amortizatic
Deferred income taxes and investment tax credé
Allowance for equity funds used during construct
Pension, postretirement, and other employee bei
Tax benefit of stock optior
Other, ne
Changes in certain current assets and liabil—
Receivables, ne
Fossil fuel stocl
Materials and supplie
Other current asse
Accounts payabl
Accrued taxe:
Accrued compensatic
Other current liabilitie:
Net cash provided from (used for) operating adési
Investing Activities:
Gross property additior
Other
Net cash used for investing activiti
Financing Activities:
Increase in notes payable, |
Redemption— Mandatorily redeemable preferred securi
Payment of preferred stock divider
Payment of common stock dividen
Other
Net cash provided from (used for) financing acids

Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Perio
Cash and Cash Equivalents at End of Perio

Supplemental Cash Flow Information:
Cash paid during the period f—

Interest (net of $595 and $95 capitalized for 2808 2004, respectivel

Income taxes (net of refund

For the Three Month
Ended March 31

2005

2004

As Restate
(Note L)

(in thousands

$ 1698 $ 2,83
5,80+ 5,73¢
6,60¢ 1,51¢
(1,199 (10€)
2,077 1,71¢

574 262
3,272 2,58¢
(6,156) 5,93
(1,587) 122

981 (967)
(7,365) (2,526)
(2,850) (2,275)
(2,476) 928
(3,537) (3,129
2,041 1,017
(2,115 13,64:

(15,949 (11,749
(357) (515)
(16,309 (12,25
19,54¢ 6,69t

— (40,000)
(675) —
(6,675) (5,800)

(6) 1,10¢
12,19( (38,000
(6,227) (36,619
8,86: 37,94

$ 263t $ 1,32¢

$ 1,33 $ 1,39

$ (384 $ 774

The accompanying notes as they relate to SavanleatriE are an integral part of these condenseahfiral statements.
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Assets

At March 31, At December 3:

2005

2004

Current Assets:
Cash and cash equivalel
Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Other accounts and notes receive
Affiliated companies
Accumulated provision for uncollectible accou
Fossil fuel stock, at average ci
Materials and supplies, at average (
Prepaid income taxce
Prepaid expenst
Assets from risk management activit
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated provision for deprecia

Construction work in progre:
Total property, plant, and equipme
Other Property and Investments

Deferred Charges and Other Assets
Deferred charges related to income te

Cash surrender value of life insurance for defec@upensation plar

Unamortized debt issuance expe
Unamortized loss on reacquired d
Other regulatory asse

Other

Total deferred charges and other as
Total Assets

The accompanying notes as they relate to SavanleatriE are an integral part of these condenseaahfiral statements.

(in thousands

$ 2,63 $ 8,86:
22,93¢ 22,87
4,941 6,681
32,46 23,80(
1,30: 1,60¢
2,86¢ 3,39z
(876) (875)
12,17 10,59¢
8,931 9,91¢
24,71 21,61
2,147 1,41¢
5,541 1,77
119,78 111,64

951,53 945,35
411,12¢ 408,41
540,40 536,94
99,52 91,27
639,92 628,21
3,981 3,92t
10,59¢ 10,58¢
25,65: 25,33t
5,18: 5,30¢
7,75¢ 7,93t
14,86¢ 16,10:
4,445 3,53
68,49 68,80:
$ 832,17¢ $ 812,59




Table of Contents

SAVANNAH ELECTRIC AND POWER COMPANY
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Liabilities and Stockholder’s Equity

At March 31, At December 3:

2005

2004

Current Liabilities:
Securities due within one ye
Notes payabli
Accounts payabl—

Affiliated

Other
Customer deposit
Accrued taxe—

Income taxe:

Other
Accrued interes
Accrued vacation pa
Accrued compensatic
Other
Total current liabilities
Long-term Debt
Deferred Credits and Other Liabilities:
Accumulated deferred income ta
Deferred credits related to income ta
Accumulated deferred investment tax cre
Employee benefit obligatior
Other cost of removal obligatiol
Miscellaneous regulatory liabilitie
Other
Total deferred credits and other liabiliti
Total Liabilities
Preferred Stock
Common Stockholde’s Equity:
Common stock, par value $5 per sh—

Authorized - 16,000,000 shares
Outstandin¢- 10,844,635 share

Paic-in capital
Retained earning
Accumulated other comprehensive |
Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

The accompanying notes as they relate to SavanleatriE are an integral part of these condenseaahfiral statements.
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(in thousands

$ 1,041 $ 1,01(
40,11 20,567
15,65: 17,37¢
14,15¢ 16,16¢
7,05¢ 6,97¢

— 14¢
3,062 5,39(
4,54¢ 3,05(
2,68: 2,661
2,07¢ 5,61z
5,08¢ 5,20(
95,47: 84,15¢
237,61 237,76
93,99¢ 90,07¢
8,48: 8,73¢
7,79¢ 7,961
48,65 46,58(
43,12 41,89(
18,27¢ 12,63:
7,037 6,69:
227,36 214,57,
560,44 536,49°
43,91 43,93
54,22: 54,22
73,10' 72,53:
102,05: 107,68!
(1,568) (2,285)
227,81 232,15

$ 832,17¢ $ 81259
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FIRST QUARTER 2005 vs. FIRST QUARTER 2004
OVERVIEW

Savannah Electric operates as a vertically integratility providing electricity to retail custonsewithin its traditional service area of
southeastern Georgia. Many factors affect the dppiies, challenges, and risks of Savannah Elgsthiusiness of selling electricity. These
factors include the ability to maintain a stablgulatory environment, to achieve energy sales dgrawtile containing costs, and to recover
costs related to growing demand and increasingiyggint environmental standards.

Savannah Electric continues to focus on sékesaperformance indicators. These indicatorsudel customer satisfaction, peak season
equivalent forced outage rate, and return on eghity additional information on these indicatoes SIANAGEMENT'’S DISCUSSION
AND ANALYSIS — OVERVIEW - “Key Performance Indicatsy’ of Savannah Electric in Iltem 7 of the Form 10-K

See Note 9 to the financial statements of Ga&ka Electric in Iltem 8 of the Form 10-K for infoation regarding Savannah Electric’s
restatement of its financial statements for thatgunanded March 31, 2004 as the result of errotké estimate of unbilled revenues for the
period.

RESULTS OF OPERATIONS
Earnings

Savannah Electric’s net income after dividends mafigored stock for the first quarter 2005 was $illion compared to $2.8 million for the
corresponding period of 2004. Earnings decrease®lLi8/million, or 64.0%, in the first quarter 20@simarily due to higher operating
expenses, partially offset by higher operating nexss.

Significant income statement items appropriataliscussion include the following:

Increase (Decreas
First Quartel

(in thousands %
Retail revenue $ 17,49t 25.¢
Sales for resal- nor-affiliates (952) (67.5
Sales for resal- affiliates (37€) (15.9
Fuel expens 2,63¢ 25.2
Purchased power exper— nor-affiliates (45€) (19.9
Purchased power exper- affiliates 14,14¢ 63.€
Maintenance expen: 3,45¢ 53.7
Other income (expense), r 1,52¢ N/M
Income taxe: (1,45 N/M
Dividends on preferred stox 67% N/M

N/M Not meaningful

Retail revenuesThe chart below reflects the primary drivershad £25.9% increase in retail revenues in the finstrgr 2005 compared to
the same period in the prior year. Excluding fusdtaecovery revenues, which do not affect netrimegoretail revenue increased by
$0.2 million, or 0.4%, in the first quarter 2005 evhcompared to the corresponding period in 2004.firkt quarter 2005 increase in retail
revenue is mainly attributed to a slight increaseesidential and commercial customer growth.
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Details of retail revenues are as follows:

Retail Revenue First Quartel
(in thousand: %
Retail— prior year $ 67,50¢
Change ir—

Sales growtt 37¢ 0.

Weathel (205 (0.3

Fuel cost recover 17,32: 25.€
Retail- current yea $ 85,000 25.9%

Sales for resale non-affiliates.In the first quarter 2005, revenues from salegdseale to non-affiliates were lower primarily doddss
opportunity in the market as a result of higheil fugces. These transactions had no significargotfbn net income.

Sales for resale — affiliates and Purchased poweeese- affiliates. Energy sales to and purchases from affiliated caonegavithin the
Southern Company system will vary from period taguedepending on demand and the availability aost of generating resources at each
company. These sales and purchases are made nd@acce with the affiliated company interchange egrent, as approved by the FERC.
Sales for resale to affiliates decreased in ttst uarter 2005 when compared to the corresponmingd in 2004 due to higher fuel prices.
Purchased power from affiliates increased durimgfist quarter 2005 due to a 20.5% increase imggngurchases as a result of scheduled
maintenance on Savannah Electric’s largest co# anid an increase in the average cost of fuat@iekilowatt-hour. These transactions do
not have a significant impact on earnings sinceg@nis sold at marginal cost and energy purchasegenerally offset by energy revenues
through Savannah Electric’s fuel cost recovery stau

Fuel expensd-uel expense increased in the first quarter 200bapily as a result of higher energy prices an@djustment in 2004 as a
result of billing credits relating to the Plant Mtbsh combustion turbines, which reduced 2004dupEnse. Since fuel expenses are gene
offset by fuel revenues through Savannah Electfiggs cost recovery clause, these expenses doavet & significant impact on net income.

Purchased power expens@on-affiliates.The slight decrease in the amount of purchased piiam non-affiliates in the first quarter
2005 when compared to the first quarter 2004 reddtiom the increase in more economical purchaseepfrom affiliates discussed above.
These transactions do not have a significant impa&arnings, as energy costs are generally reedthrough Savannah Electric’s fuel cost
recovery clause.

Maintenance expensg€he increase in the first quarter 2005 as comptrélde same period in the prior year is mainly ttuscheduled
maintenance outages at Plant Kraft and Plant Msiénd an increase in distribution expenses priynaliated to tree trimming.

Other income (expense), net and income tarebe first quarter 2005, other income increaswediiacome taxes decreased primarily due
to an increase in non-taxable AFUDC equity of $tillion associated with the Plant McIntosh combimgdle construction project. See Note
3 to the financial statements under “Retail ReguiaMatters — Plant MclIntosh Construction Projesft'Savannah Electric in Item 8 of the
Form 10-K for additional information. AFUDC equiiy expected to substantially decrease following m@ntial operation of the project in
June 2005; thus Savannah Electiahnual effective income tax rate is expectedetagproximately 35% for 2005. See Note 5 to tharfaial
statements of Savannah Electric in Item 8 of thenFb0-K and Note (N) to the Condensed FinancialeBtants herein for additional
information.

Dividends on preferred stocRividends on preferred stock increased for the §jtsarter 2005 due to the issuance of 1.8 millinares of
6.00% Series Preferred Stock in June 2004.
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FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of Savannah Electric’s futeaenings potential. The level of Savannah
Electric’s future earnings depends on numerou®fadhat affect the opportunities, challenges, st of Savannah Electric’s business of
selling electricity. These factors include Savani&égctric’s ability to maintain a stable regulatory enviromtnéo achieve energy sales gro
while containing costs, and to recover costs rdladegrowing demand and increasingly stringent @mmental standards. Future earnings in
the near term will depend, in part, upon growtlemergy sales, which is subject to a number of facithese factors include weather,
competition, energy conservation practiced by austs, the price of electricity, the price elasyi@f demand, and the rate of economic
growth in Savannah Electric’s service area. Foitaaahl information relating to these issues, s&SBNESS - The SOUTHERN System —
“Risk Factors” in ltem 1 and MANAGEMENT’'S DISCUSSNDAND ANALYSIS — FUTURE EARNINGS POTENTIAL of Savarah

Electric in Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental regulations could affect eargiiiguch costs cannot be recovered. For
additional information, including information onrt&in environmental litigation, see MANAGEMENT’'S SBCUSSION AND ANALYSIS —
FUTURE EARNINGS POTENTIAL — “Environmental Matterst Savannah Electric in ltem 7 and Note 3 to tharicial statements of
Savannah Electric under “Environmental Mattersltém 8 of the Form 10-K.

The EPA issued the final Clean Air Interstatde on March 10, 2005. The rule addresses suifiae (SO, ) and nitrogen oxide (NQ)

emissions that contribute to nonattainment of ightehour ozone and fine particulate matter Natidxrabient Air Quality Standards.
Twenty-eight eastern states, including the Stat®eawrgia, are subject to the fine particulate anttiye eighthour ozone requirements set fc
within the rule. The rule may require additionaduetions of NQ _and/or SQ, to be achieved by the installation of additionattcols at

Savannah Electric’s facilities or through the pasd of allowances. The impact of this final ruleSavannah Electric will, however, depend
on the development and implementation of applicatdée regulations and therefore cannot be detedrahthis time.

On March 15, 2005, the EPA announced the fid@an Air Mercury Rule, selecting a cap-and-tragproach to be implemented in two
phases, 2010 and 2018. The rule sets a permargohamissions at the 2018 level and providesriaraissions allowance trading market.
The impact of this final rule on Savannah Electvitt depend on resolution of legal challenges ameldevelopment and implementation of
applicable state regulations and therefore canaagbermined at this time.

On April 15, 2005, the EPA announced plansxtend the deadline for issuance of final rules@sking Best Available Retrofit
Technology standards under its Regional Haze prognatil June 15, 2005.

FERC and Georgia PSC Matters
Market-Based Rate Authority

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC and Georgia PSC Matters —
Market-Based Rate Authority” of Savannah Electni¢tem 7 and Note 3 to the financial statementSafannah Electric under “MarkBase(
Rate Authority” in Item 8 of the Form 10-K for infmation on the FERC'’s April 2004 order adoptingeavrinterim analysis for measuring
generation market power and a proceeding initibtethe FERC in December 2004 to assess Southerp&uwris generation dominance
within its retail service territory. Savannah Etechas authorization from the FERC
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to sell power to non-affiliates at market-basedgsi Savannah Electric, through SCS as agenthatsEERC authority to make short-term
opportunity sales at market rates. Specific FER@@ml must be obtained with respect to a markseetaontract with an affiliate. As
directed by this order, on February 15, 2005, SsttCompany submitted additional information redate generation dominance in its retail
service territory. Any new market-based rate tratisas in Southern Company’s retail service teryitentered into after February 27, 2005
will be subject to refund to the level of the défawst-based rates, pending the outcome of thegerding. In the event that the FERC'’s
default mitigation measures are ultimately app@dannah Electric may be required to charge castebeates for certain wholesale sales in
the Southern Company retail service territory, whitay be lower than negotiated markased rates. The impact of such sales through 1
31, 2005 is not material to Savannah Electric’simetme. The final outcome of this matter will dedeon the form in which the final
methodology for assessing generation market poneinatigation rules may be ultimately adopted aadrmot be determined at this time.

Retail Rate Case Filin

On November 30, 2004, Savannah Electric filed diticmal one-year rate case with the Georgia P@easting a $23.2 million, or 6.7%,
increase in retail revenues, effective January0052The requested increase is based on a fustrggar ending December 31, 2005 and a
proposed retail return on common equity of 12.5%aA alternative, Savannah Electric has also iledud its request a three-year rate plan
that is based on the same test year and proposgidreturn on common equity.

The increase in retail revenues is being regakto cover Savannah Electsighvestment in the new Plant Mcintosh Combinedl€nits
10 and 11; increasing operating and maintenancersgs; and continued investment in generationsrimession, and distribution facilities to
support growth and ensure reliability. Hearingseneeld in March and April 2005 and the Georgia BS€xpected to issue a final order in
May 2005, following which the new rates will becoeféective in June 2005. The final outcome of thiatter cannot now be determined. See
MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTURE EARNNGS POTENTIAL — “FERC and Georgia PSC Matters —alitet
Rate Case Filing” in Item 7 and Note 3 to the fitiahstatements of Savannah Electric under “R&adulatory Matters — 2004 Retail Rate
Case Filing” in Item 8 of the Form 10-K and Noté) (& the Condensed Financial Statements hereiadditional information.

Other Matters

Effective September 30, 2004, Savannah ElectriceretUnits 4 and 5 at Plant Riverside. The remaninits at the plant are expected to be
retired on May 31, 2005. These retirements willdhae material impact on Savannah Electric’s finahsiatements.

Savannah Electric is subject to certain claamd legal actions arising in the ordinary courskeusiness. In addition, Savannah Electric’s
business activities are subject to extensive gowemntal regulation related to public health andgheironment. Litigation over environmental
issues and claims of various types, including priypgamage, personal injury, and citizen enforcenoéenvironmental requirements, has
increased generally throughout the United Statepatticular, personal injury claims for damagesseal by alleged exposure to hazardous
materials have become more frequent. The ultimateomne of such litigation against Savannah Elec@itnot be predicted at this time;
however, management does not anticipate thatabdities, if any, arising from such current prodegs would have a material adverse ef
on Savannah Electric’s financial statements.

See the Notes to the Condensed FinancialrBéatis herein for discussion of various contingeneigd other matters which may affect
future earnings potential.
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ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Savannah Electric prepares its financial statemarascordance with accounting principles generaflgepted in the United States.
Significant accounting policies are described ineNbto the financial statements of Savannah Hteictitem 8 of the Form 10-K. In the
application of these policies, certain estimatesmaade that may have a material impact on Savaglegiric’s results of operations and
related disclosures. Different assumptions and oreagents could produce estimates that are signtficdifferent from those recorded in the
financial statements. Also see MANAGEMENT’S DISCUSSI AND ANALYSIS — ACCOUNTING POLICIES — “Applicatn of Critical
Accounting Policies and Estimates” of Savannah tétem Item 7 of the Form 10-K for a complete dission of Savannah Electric’s critical
accounting policies and estimates related to Héethility Regulation, Contingent Obligations, ahthbilled Revenues.

New Accounting Standards

FASB Statement No. 123R, Share-Based Paymentssawed in December 2004. This statement requisgsctimpensation cost relating to
share-based payment transactions be recognizéathincfal statements. That cost will be measureddas the grant date fair value of the
equity or liability instruments issued. In April @D, the SEC amended the compliance dates for FA&®r8ent No. 123R. For Savannah
Electric, this statement is now effective beginniaguary 1, 2006. Although the compensation expeaselation required under the revised
statement differs slightly, the impacts on Savartlgetric’s financial statements are expected tsib®lar to the pro forma disclosures
included in Note 1 to the financial statements @f&hnah Electric under “Stock Options” in Item &l Form 10-K and in Note (C) to the
Condensed Financial Statements herein.

FASB Interpretation No. 47 (FIN 47), Aceaing for Conditional Asset Retirement Obligatiomnss issued in March 2005. This
interpretation requires that asset retirement alibbigs be recorded when a legal obligation exigehehough the timing and/or the method of
settlement are conditional on a future event. FraBnah Electric, FIN 47 is effective no later tixcember 31, 2005. Savannah Electric is
currently assessing the impact of FIN 47 on iteihed sheet; however, adoption is not currently ebegleto have a material impact on
Savannah Electric’s income statement.

In December 2004, the FASB issued Staff RosiNo. 109-1 (FSP 109-1), Application of FASB Staéat No. 109, Accounting for
Income Taxes, to the Tax Deduction on QualifieddBation Activities provided by the American Jobg@&tion Act of 2004, which requires
that the generation deduction for utilities be arted for as a special tax deduction rather thamtax rate reduction. Savannah Electric
adopted FSP 109-1 in the first quarter of 2005 withmaterial impact on its financial statements.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Net cash flow provided from operating activitietated $(2.1) million for the first quarter 2005,nepared to $13.6 million for the first quar
2004. The $15.7 million decrease in 2005 resultadarily from higher fuel costs. Those costs aoxerable in future periods and are
reflected on the balance sheets as under recovegathtory clause revenues. Major changes in SaraBitectric’s financial condition during
the first three months of 2005 included the additid approximately $15.9 million to utility plankhich includes the Plant McIntosh
combined cycle construction project. The fundstifi@se additions and other capital requirements
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were derived primarily from short-term debt. SegaBamah Electric’'s Condensed Statements of CashdH@nein for further details.
Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral
Contractual Obligations” of Savannah Electric init 7 of the Form 10-K for a description of Savanké#dttric’s capital requirements for its
construction program, lease obligations, purchasengitments, and trust funding requirements.

Sources of Capital

Savannah Electric plans to obtain the funds reduie construction and other purposes from sousgedar to those used in the past
including both internal and external funds. The anmptype, and timing of any future financings —h&eded — will depend upon
maintenance of adequate earnings, regulatory aphnorevailing market conditions, and other fact®@se MANAGEMENT’S
DISCUSSION AND ANALYSIS — FINANCIAL CONDITION AND LQUIDITY — “Sources of Capital” of Savannah Electm Item 7 of
the Form 10-K for additional information.

To meet short-term cash needs and continggr8aannah Electric had at March 31, 2005 apprateiy $2.6 million of cash and cash
equivalents and $80 million of unused committeditrarrangements with banks, of which $70 millioiees in 2005, and $10 million
expires in 2007. Of the unused credit arrangenmexgging in 2005, $40 million include two-year tetoan options executable at the
expiration date. The credit arrangements proviglgidiity support to some of Savannah Electric’s gdttions with respect to its variable rate
debt and its commercial paper. Savannah Electpe&ts to renew its credit facilities, as needeibrfo expiration. Savannah Electric may
also meet short-term cash needs through a Soutmmpany subsidiary organized to issue and sell certial paper and extendible
commercial notes at the request and for the beoe8avannah Electric and other Southern Compabgidiaries. At March 31, 2005,
Savannah Electric had $32.1 million of outstandingnmercial paper and $8.0 million of outstandingeegible commercial notes.

Credit Rating Risk

Savannah Electric does not have any credit arraagenthat would require material changes in payrsemédules or terminations as a result
of a credit rating downgrade. Savannah Electrjzaidy to certain derivatives agreements that coedgire collateral and/or accelerated
payment in the event of a credit rating changeetow investment grade. These agreements are plynfiarinatural gas price and interest rate
risk management activities. At March 31, 2005, $aedh Electric had no exposure under these contracts

Market Price Risk

Savannah Electric’s market risk exposures relatviaterest rate changes have not changed mayec@hpared with the December 31, 2004
reporting period. In addition, Savannah Electrinas aware of any facts or circumstances that weigldificantly affect such exposures in the
near term.

Due to cost-based rate regulations, Savantettrie has limited exposure to market volatilityinterest rates, commodity fuel prices, and
prices of electricity. To mitigate residual riskdative to movements in electricity prices, SavdmBictric enters into fixe@rice contracts fc
the purchase and sale of electricity through thelegale electricity market and, to a lesser ext@ntilar contracts for gas and oil purchases.
Savannah Electric has also implemented a retdihietging program at the instruction of the GeoR&C.
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The fair value of derivative energy contraatdlarch 31, 2005 was as follows:

First Quarter

2005
Changes
Fair Value
(in thousands
Contracts beginning of peric $ 1,47¢
Contracts realized or settl (20
New contracts at inceptic —
Changes in valuation techniqu —
Current period changes ( 6,58(
Contracts at March 31, 20( $ 8,034

(@) Current period changes also include the changfsrimalue of new contracts entered into duringkedod.

Source of March 31, 2005
Valuation Prices
Total ___ Maturity
Fair Value Year1 1-3 Year
(in thousands

Actively quoted $ 7,99t $5,467 $ 2,52¢
External source 39 39 —
Models and other metho: — — —
Contracts at March 31, 20( $ 8,03< $5,50¢ $ 2,52¢

For additional information, see MANAGEMENT'S8CUSSION AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Savannah Electric in Itenai@d Notes 1 and 6 to the financial statements efuS@ah Electric under “Financial
Instruments” in Item 8 of the Form 10-K, and Nd& {o the Condensed Financial Statements herein.

Financing Activities

Savannah Electric did not issue or redeem any termg-securities during the first quarter of 20Gbadtldition to any financings that may be
necessary to meet capital requirements and consdaabligations, Savannah Electric plans to comtjmuen economically feasible, a
program to retire higher-cost securities and repthese obligations with lower-cost capital if n&trkonditions permit.

In the first quarter of 2005, Savannah Eledtntered into a forward starting interest ratepsimaorder to mitigate its exposure to

unfavorable changes in interest rates relatedstrias of senior notes Savannah Electric anticspatéssue in 2006. See Note (F) to the
Condensed Financial Statements herein for additiof@mation.
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Operating Revenues:
Sales for resal—
Non-affiliates
Affiliates
Other revenue
Total operating revenut
Operating Expenses:
Fuel
Purchased powe—
Non-affiliates
Affiliates
Other operation
Maintenance
Depreciation and amortizatic
Taxes other than income tax
Total operating expens
Operating Income

Other Income and (Expense):

SOUTHERN POWER COMPANY
CONDENSED STATEMENTS OF INCOME (UNAUDITED)

Interest expense, net of amounts capital

Other income (expense), r

Total other income and (expen:
Earnings Before Income Taxe:

Income taxe:
Net Income

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTLED)

Net Income
Other comprehensive incorr

Changes in fair value of qualifying hedges, netaafof $(522)

Reclassification adjustment for amounts includedehincome, net of tax of $1,041 and $987, resypegt
COMPREHENSIVE INCOME

The accompanying notes as they relate to SouthmsmeiPare an integral part of these condensed fiabsiatements.
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For the Three Month
Ended March 31

2005

2004

(in thousands

$ 40,10  $ 86,69
112,33 86,79t
38¢ 2,111
152,82: 175,60!
34,54 30,33
8,86z 13,60¢
20,95 42,05¢
12,71¢ 14,72t
3,25¢ 3,017
12,78: 12,77¢
2,95¢ 2,67¢
96,07¢ 119,19(
56,74 56,41
(19,249 (12,586
92 492
(19,15) (12,099
37,59: 44,32:
14,52( 17,13:

$ 23,07 $ 27,18

For the Three Month
Ended March 31

2005 2004
(in thousands
$23,07: $27,18¢

— (92€)
1,612 1,56¢
$24,68°  $27,82¢
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Operating Activities:
Net income
Adjustments to reconcile net income to net caskigeal from operating activitie—
Depreciation and amortizatic
Deferred income taxes and investment tax creckt
Deferred revenue
Tax benefit of stock optior
Other, ne
Changes in certain current assets and liabil—
Receivables, ne
Fossil fuel stocl
Materials and supplie
Other current asse
Accounts payabl
Accrued taxe!
Accrued interes
Net cash provided from operating activit
Investing Activities:
Gross property additior
Change in construction payables,
Other
Net cash used for investing activiti
Financing Activities:
Increase in notes payable, — affiliated
Increase in notes payable, |
Other
Net cash provided from financing activiti
Net Change in Cash and Cash Equivalent
Cash and Cash Equivalents at Beginning of Perio
Cash and Cash Equivalents at End of Perio

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest (net of $0 and $8,739 capitalized for 2868 2004, respectivel
Income taxes (net of refund

The accompanying notes as they relate to SouthmmeiPare an integral part of these condensed fiabsiatements.
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For the Three Month
Ended March 31

2005

2004

(in thousands

$23,07¢  $27,18
16,44¢ 15,26°
15,59¢ 16,52t
(26,19)  (19,23Y)
18¢ 10¢
(53¢) (4,957
964 (9,435)

592 2,867
(232) (50€)
(3,894 (161)
(6,145 (9,961)
3,01« 2,88¢
(15,599 (16,166
7,274 4,41
(2,079 (68,779
(121) (6,589
(2,292) 18¢
(4,489 (75,189
— 67,41

— 94

— 932

— 68,43¢
2,78¢ (2,331)
25,24 2,79¢
$28,02; $ 467
$31,07¢  $ 25,11«
$ 359 $ 1,68
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Assets

SOUTHERN POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31,
2005

At December 3:
2004

Current Assets:
Cash and cash equivalel
Receivable—
Customer accounts receival
Other accounts receivak

Accumulated provision for uncollectible accou

Affiliated companies
Fossil fuel stock, at average ci
Materials and supplies, at average (
Prepaid income taxe
Prepaid expenst
Other
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated provision for depreciat

Construction work in progre:
Total property, plant, and equipme
Deferred Charges and Other Assets
Unamortized debt issuance expe
Prepaid lon-term service agreemer
Othe—

Affiliated

Other
Total deferred charges and other as
Total Assets

(in thousands

$ 28,021 $ 25724
9,851 12,86¢
52 892

(350) (350)
28,31: 25,42:
2,311 2,90¢
10,07( 9,83¢
10,65¢ 4,61¢
6,781 8,08t
17 112
95,72; 89,63
1,822,311  1,821,43.
123,97: 111,20(
1,698,34  1,710,23.
202,09 200,90:
1,900,43 1,911,113
13,10¢ 14,07¢
36,94¢ 34,80(
6,45¢ 6,45¢
10,63¢ 10,91
67,14 66,24¢
$2,063,300 $ 2,067,01

The accompanying notes as they relate to SouthmmeiPare an integral part of these condensed fiabsiatements.
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SOUTHERN POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:
2005 2004

Current Liabilities:
Securities due within one ye
Accounts payabl—
Affiliated
Other
Accrued taxe— Other
Accrued interes
Other
Total current liabilities

Long-term Debt

Deferred Credits and Other Liabilities:
Accumulated deferred income tay
Deferred capacity revenu— Affiliated

Other—
Affiliated
Other

Total deferred credits and other liabiliti

Total Liabilities

Common Stockholder’s Equity:
Common stock, par value $.01 per st—
Authorized- 1,000,000 share

Outstandin¢- 1,000 share
Paic-in capital
Retained earning

Accumulated other comprehensive I
Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

(in thousands

$ 20C $ 20C
20,29 19,26t
3,821 11,02
7,11¢ 4,102
13,02¢ 28,62¢

15 83

44,48t 63,30:

1,099,48. 1,099,43!

56,85: 40,21:
12,92: 39,11¢
13,07¢ 13,33

5 2
82,85¢ 92,66¢

1,226,82! 1,255,40.

740,72 740,53
145,20° 122,13«
(49,446) (51,05)
836,48« 811,61

$2,063,30¢ $ 2,067,01

The accompanying notes as they relate to SouthmseiPare an integral part of these condensed fiabsiatements.
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FIRST QUARTER 2005 vs. FIRST QUARTER 2004
OVERVIEW

Southern Power constructs, owns, and manages So@loenpany’s competitive generation assets and skittricity at markebbased rates

the Super Southeast wholesale market. SouthernrRmmtnues to focus on executing its regionaltetia in the Super Southeast in 2005.
However, Southern Power continues to face challenglated to market power issues at the federalagyy level, specifically the ability to
charge market-based rates.

To evaluate operating results and to ensumth®om Power’s ability to meet its contractual coinments to customers, Southern Power
focuses on two key performance indicators. Thedieators consist of plant availability and peakssgaequivalent forced outage rate
(EFOR). Plant availability shows the percentaggmé during the year that Southern Power’s genggathits are available to be called upon
to generate (the higher the better), whereas tl@REfmore narrowly defines the hours during peak dehtenes when Southern Power’s
generating units are not available due to forcadges (the lower the better). For additional infation on these indicators, see
MANAGEMENT’S DISCUSSION AND ANALYSIS — OVERVIEW —Key Performance Indicators” of Southern Power émit7 of the
Form 10-K.

RESULTS OF OPERATIONS
Earnings

Southern Power’s net income for first quarter 20@5 $23.1 million compared to $27.2 million for &@mresponding period of 2004. The
decrease in first quarter 2005 earnings of $4.1lianjlor 15.1%, was primarily the result of ceasihg capitalization of interest on
construction. Capitalization of construction intrended with the sale of Plant McIntosh Units @ 41 to Georgia Power and Savannah
Electric in May 2004 and the cessation of consioucactivities at Plant Franklin Unit 3 in Augu€i@®. For further information, see Note 2
the financial statements of Southern Power undemtR-ranklin Unit 3 Construction Project” and “Rtavicintosh Construction Project” in
Item 8 of the Form 10-K. Reductions in operatingeraues at Plant Harris Unit 2 and Plant Frankloa@sed by the shift from market sales of
this capacity to sales to affiliates under PPA3uUne 2004 were largely offset by reductions in pased power expense.

Significant income statement items appropriataliscussion include the following:

Increase (Decreas
First Quartel
(in thousands %

Sales for resal- nor-affiliates $ (46,59 (53.7)
Sales for resal- affiliates 25,54 29.4
Fuel expens 4,20¢ 13.€
Purchased power exper— nor-affiliates (4,74%) (34.9
Purchased power exper- affiliates (21,107 (50.2
Other operations expen (2,006) (13.¢)
Interest expense, net of amounts capital (6,658 (52.9

Sales for resale affiliates and non-affiliatesIn the first quarter 2005, revenues from salesdeale to non-affiliates were lower when
compared to the corresponding period in 2004. @lbigease was due primarily
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to the inception of a PPA with Georgia Power ahPHarris Unit 2 and a scheduled increase in th& WFh Georgia Power at Plant Franklin
Unit 2 in June 2004; these units were initiallygad into service in June 2003 and were previousiylable for market sales to non-affiliates
until the commencement of the PPAs.

Fuel expenseFuel expense in the first quarter 2005 increagt®eh compared to the same period in 2004 primoly increased
generation at Plant Wansley under PPAs with Ged?giser and Savannah Electric and also due to aag&éncrease in gas prices over the
same period in 2004 of 20.2%. The PPAs for Planh$Mgy call for Southern Power to purchase the gdsa@bill the cost to Georgia Power
and Savannah Electric. Therefore, these expensesiteimpact on net income. Under Southern Povathier PPAs, the responsibility for
fuel purchases lies directly with the counterparty.

Purchased power expensaffiliates and non-affiliatesThe decrease in purchased power from affiliatesreon-affiliates during the first
guarter 2005 when compared to the first quarted28@rimarily due to the commitment of Plant Haudnit 2 and an additional portion of
Plant Franklin Unit 2 to Georgia Power beginninglime 2004; prior to that time the capacity froesthunits was sold into short-term
markets and related energy sales were sometimesdsetrth short-term power purchases from bothiaffis and non-affiliates when market
costs were lower than the cost of self-generation.

Other operations expensuring the first quarter 2005, other operationsemge decreased when compared to the same petiel pmior
year due primarily to transmission costs incurréith Wlant Harris Unit 2 prior to its commitment@egorgia Power in June 2004. Under
PPA, Georgia Power is now responsible for providnagsmission service for Plant Harris Unit 2.

Interest expense, net of amounts capitalibethe first quarter 2005, interest expense, netnobunts capitalized when compared to the
same period in 2004 increased primarily as thelre$geasing the capitalization of interest on stoaction. Capitalized interest on
construction ended with the sale of Plant Mcintoslits 10 and 11 to Georgia Power and SavannahrigléetMay 2004 and the cessation of
construction activities at Plant Franklin Unit 3Aagust 2004. For further information, see Not® e financial statements of Southern
Power under “Plant Franklin Unit 3 Construction jeat” and “Plant Mcintosh Construction Project’ltem 8 of the Form 10-K. In addition
Southern Power repurchased $50 million of its 4%8&enior notes in December 2004.

FUTURE EARNINGS POTENTIAL

The results of operations are not necessarily atlie of future earnings. Several factors affeetdpportunities, challenges, and risks of
Southern Power’s competitive wholesale energy lassinThese factors include the ability to achieessgrowth while containing costs.
Another major factor is federal regulatory poligghich may impact Southern Power’s level of pargtipn in this market. The level of future
earnings depends on numerous factors, especigilyatery matters, including those related to af@i contracts, sales, creditworthiness of
customers, total generating capacity availabléénSoutheast, and the successful remarketing actg@as current contracts expire. For
additional information relating to these issueg, BEISINESS — The SOUTHERN System — “Risk Factandtem 1 and MANAGEMENT'S
DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAbf Southern Power in Item 7 of the Form 10-K.

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTRE EARNINGS POTENTIAL — “General” and “Power Sales
Agreements” of Southern Power in Item 7 of the FAG¥K for additional information on long-term powsales agreements and PPAs.
Southern Power’s PPAs with non-affiliated countetipa have provisions that require the postingadfateral or an acceptable substitute
guarantee in the event that S&P or Moody’s downggsatie credit ratings of such counterparty to betoxestment grade, or, if
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the counterparty is not rated, such counterpaily fa maintain a minimum coverage ratio. The PRAsexpected to provide Southern Power
with a stable source of revenue during their repeterms.

On April 8, 2005, Southern Power entered ariagreement with Constellation Power Inc. andagedther subsidiaries of Constellation
Energy Group, Inc. to acquire all of the outstagdieneral and limited partnership interests of Gdes Power Project, L.P. (Oleander), fol
aggregate purchase price of approximately $206amillThe purchase price is subject to certain wayldapital and timing of closing
adjustments. Oleander owns a dfisled generating plant in Brevard County, Flondth a nominal installed capacity of 680 MW. Thdiez
output of the plant is sold under PPAs with Floftaver & Light Company and Seminole Electric Coagige, Inc. The PPAs expire in 2007
and 2009, respectively. The acquisition is sulj@ctertain regulatory approvals, including the appt of the FERC, as well as review by the
Federal Trade Commission under the Hart-Scott-RoAéintitrust Improvements Act.

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUIRE EARNINGS POTENTIAL — “FERC Matters — Market-RaisRate
Authority” of Southern Power in Item 7 and NoteoZthe financial statements of Southern Power utelERC Matters — Market-Based Rate
Authority” in Item 8 of the Form 10-K for informatn on the FERC’s April 2004 order adopting a neterim analysis for measuring
generation market power and a proceeding initibtethe FERC in December 2004 to assess Southermp&uwris generation dominance
within its retail service territory. Southern Powes authorization from the FERC to sell powerdn-affiliates at market-based prices.
Southern Power, through SCS as agent, also has BERGrity to make short-term opportunity salematket rates. Specific FERC approval
must be obtained with respect to a market-basettamirwith an affiliate. As directed by this orden February 15, 2005, Southern Company
submitted additional information related to generatiominance in its retail service territory. Angw market-based rate transactions in
Southern Company’s retail service territory entargd after February 27, 2005 will be subject tlurel to the level of the default cost-based
rates, pending the outcome of the proceeding.drettent that the FERC’s default mitigation measaresultimately applied, Southern Power
may be required to charge cost-based rates fainerholesale sales in the Southern Company &gaiice territory, which may be lower
than negotiated market-based rates. The impacatabf sales through March 31, 2005 is not materi8ldothern Powes' net income. The fin
outcome of this matter will depend on the form inieh the final methodology for assessing generatianket power and mitigation rules n
be ultimately adopted and cannot be determinekistime.

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUIRE EARNINGS POTENTIAL — “Environmental Matters” &outhern
Power in Item 7 of the Form 10-K for information thre development by federal and state environmeagpilatory agencies of additional
control strategies for emission of air pollutionrfr industrial sources, including electric generafacilities. Compliance costs related to
current and future environmental laws and regufatiocould affect earnings if such costs are noy fidtovered.

Southern Power is subject to certain claintslagal actions arising in the ordinary course wdibess. In addition, Southern Power’s
business activities are subject to extensive gowemntal regulation related to public health andgheironment. Litigation over environmental
issues and claims of various types, including priypgamage, personal injury, and citizen enforcenoéenvironmental requirements, has
increased generally throughout the United Statepatticular, personal injury claims for damagessea by alleged exposure to hazardous
materials have become more frequent. No suchfitigas currently pending against Southern Power.

See also the Notes to the Condensed Fingstztdments herein for discussion of various coeticges and other matters which may af
future earnings potential.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Southern Power prepares its financial statemerdaséordance with accounting principles generalgeated in the United States. Significant
accounting policies are described in Note 1 tdfithencial statements of Southern Power in Item thefForm 10-K. In the application of
these policies, certain estimates are made thath@ay a material impact on Southern Power’s restiligperations and related disclosures.
Different assumptions and measurements could peodsiimates that are significantly different frdmge recorded in the financial
statements. Also see MANAGEMENT’'S DISCUSSION AND ANYSIS — ACCOUNTING POLICIES - “Application of Ciital

Accounting Policies and Estimates” of Southern Pawdtem 7 of the Form 10-K for a complete diséaesof Southern Power’s critical
accounting policies and estimates related to Rev&acognition and Asset Impairments.

New Accounting Standards

FASB Interpretation No. 47 (FIN 47), Accounting foonditional Asset Retirement Obligations, was éskin March 2005. This interpretati
requires that asset retirement obligations be dexbwhen a legal obligation exists even thoughithiang and/or the method of settlement are
conditional on a future event. For Southern Powb\, 47 is effective no later than December 31, 2@Xuthern Power is currently assessing
the impact of FIN 47 on its financial statements.

FINANCIAL CONDITION AND LIQUIDITY
Overview

There have been no major changes in Southern Povigahcial condition during the first quarter 200%ith respect to the impending
purchase of Oleander, it is anticipated this pusehaill be financed with a combination of commelrpiaper, loans or capital contributions
from Southern Company, and funds generated fromatipas. Pending regulatory approvals, this purehis&xpected to close in the second
quarter of 2005.

Capital Requirements and Contractual Obligations

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY —“Capital Requirements ah
Contractual Obligations” of Southern Power in Itérof the Form 10-K for a description of Southermios capital requirements for its
construction program, maturing debt, purchase cdamaerits, and long-term service agreements.

Sources of Capital

Southern Power may use external funds, equity alaipitm Southern Company, or internally generai@shdrom operations to finance any
new projects and ongoing capital requirements. [8satPower expects to generate external funds finenrssuance of unsecured senior debt
and commercial paper or utilization of credit agaments from banks. See MANAGEMENT'S DISCUSSION ARNALYSIS —

FINANCIAL CONDITION AND LIQUIDITY — “Sources of Caftal” of Southern Power in Item 7 of the Form 10fd¢ additional

information.

To meet liquidity and capital resource requieats, Southern Power had at March 31, 2005 appadgly $325 million of an unused
committed credit arrangement with banks expiring®6. This arrangement also provides liquiditymrpfor Southern Power’'s commercial
paper program. Amounts drawn under the
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arrangements may be used to finance acquisitiorcanstruction costs related to electric generdtiegities and for general corporate
purposes, subject to borrowing limitations for egenerating facility. The arrangements permit SexthiPower to fund construction of future
generating facilities upon meeting certain requeats. Southern Power expects to renew its cretlittfa as needed, prior to expiration.

Credit Rating Risk

Southern Power does not have any credit arrangenttettwould require material changes in paymemdgles or terminations as a result of
a credit rating downgrade. There are certain cotgrthat could require collateral, but not acceéztgpayment, in the event of a credit rating
change to BBB- or Baa3 or below. Generally, cotidtenay be provided with a Southern Company gugraetter of credit, or cash. These
contracts are primarily for physical electricityrpbiases and sales. At March 31, 2005, the maxinntenfial collateral requirements at a
BBB- or Baa3 rating were approximately $35 millidihe maximum potential collateral requirements etteng below BBB- or Baa3 were
approximately $79 million. Southern Power is alsoty to certain derivative agreements that coudplire collateral and/or accelerated
payment in the event of a credit rating changeelow investment grade. These agreements are phni@rinatural gas price risk
management activities. At March 31, 2005, Souttower had no material exposure related to theseagmnts.

Market Price Risk

Southern Power’s market risk exposures relativiatarest rate changes have not changed materwifypared with the December 31, 2004
reporting period. In addition, Southern Power isaware of any facts or circumstances that wowgdificantly affect such exposures in the
near term.

Because energy from Southern Power’s gengrédrilities is primarily sold under long-term PP#ih tolling agreements and provisions
shifting substantially all of the responsibilityrfluel cost to the purchasers, Southern Power'ssx@ to market volatility in commaodity fuel
prices and prices of electricity is limited. To igite residual risks in those areas, Southern Peniers into fixed-price contracts for the sale
of electricity. Unrealized gains and losses onteleand gas contracts qualifying as cash flow lesdof anticipated purchases and sales are
deferred in Other Comprehensive Income.

The fair values of derivative energy contramitstanding at March 31, 2005 were not materiatMArch 31, 2005, all of these contracts
mature within one year and are based on activetyegumarket prices. For additional information, B8NAGEMENT’'S DISCUSSION
AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Market Price Risk” of Southern Power in Item 7 axdtes 1 and 5 to
the financial statements of Southern Power underaticial Instruments” in Item 8 of the Form 10-Kdadote (F) to the Condensed Financial
Statements herein.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS:

(A) The condensed financial statements of the registiaoluded herein have been prepared by eachtragfiswithout audit, pursuant to

(B)

the rules and regulations of the SEC. In the opimibeach registrarg’management, the information regarding such megisfurnishec
herein reflects all adjustments necessary to ptdagly the results of operations for the peri@tgled March 31, 2005 and 2004.
Certain information and footnote disclosures nolyniakcluded in financial statements prepared inoadance with accounting
principles generally accepted in the United Statege been condensed or omitted pursuant to sues anld regulations, although each
registrant believes that the disclosures regarsiirady registrant are adequate to make the informatiesented not misleading.
Disclosure which would substantially duplicate thsclosure in the Form 10-K and details which hastchanged significantly in
amount or composition since the filing of the Fak®K are omitted from this Quarterly Report on FdiérQ. Therefore, these
condensed financial statements should be readnjuiection with the financial statements and theesdhereto included in the Form
10-K. Certain prior period amounts have been rsdiad to conform to current period presentationelo seasonal variations in the
demand for energy, operating results for the perjp@sented do not necessarily indicate operagiagits for the entire yee

See Note 3 to the financial statements of Sout@@mpany and the retail operating companies and Rltaehe financial statements of
Southern Power in Item 8 of the Form-K for information relating to various lawsuits aather contingencie:

PLANT WANSLEY ENVIRONMENTAL LITIGATION

See Note 3 to the financial statements otf8un Company under “Environmental Matters - PlAfainsley Environmental Litigation”
and Georgia Power under “Plant Wansley Environnidiitigation” in Item 8 of the Form 10-K. On Marcti, 2005, the U.S. Circuit
Court of Appeals for the Eleventh Circuit accepBebrgia Power’s petition for review of the U.S. tiicg Court for the Northern
District of Georgia’s December 15, 2004 order edato the Plant Wansley environmental litigatiomalGrgument on that appeal has
not been scheduled. The final outcome of this matianot now be determine

MIRANT RELATED MATTERS

See Note 3 to the financial statements otf8yn Company under “Mirant Related Matters — Mifdankruptcy” in Item 8 of the Form
10-K for information regarding Southern Companyositingent liabilities associated with Mirant, indlag guarantees of contractual
commitments, litigation, and joint and several iliéies in connection with the consolidated fedearedome tax returr

In July 2003, Mirant filed for voluntargorganization under Chapter 11 of the U.S. Bartksu@ode. In June 2004, Mirant's
bankruptcy counsel notified Southern Company thabs investigating, on behalf of a committee afependent Mirant directors,
potential claims against Southern Company. On Mag;2005, Mirant filed with the U.S. Bankruptcy @bfor the Northern District
of Texas a First Amended Disclosure Statementinglad Mirant’s plan of reorganization. In the Fifesmended Disclosure Statement,
Mirant disclosed that its board of directors hatharized litigation against
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Southern Company to recover certain transfers rbgdédirant to Southern Company from 1999 through220the transfers disclosed
by Mirant include (1) certain dividends in an aggree amount of $668 million, (2) the repaymentertain intercompany loans and
accrued interest thereon in an aggregate amousit.085 billion, and (3) the dividend distributidrat Mirant asserts is valued at
$242 million of one share of Series B PreferreccBtand its subsequent redemption in exchange foariis 80% interest in Southern
Company Holdings, which owned SE Finance Capitap@@tion and Southern Company Capital Funding, @tber than identifying
these transfers, the First Amended Disclosure &té provided no factual or legal basis for anynelagainst Southern Company.
Southern Company believes there is no meritori@ssstfor a claim and intends to vigorously defaadlf in the event that Mirant
brings an action to recover any amounts in conapdtiith these transfers. The ultimate outcome gffotential action by Mirant
cannot be determined at this time.

RACE DISCRIMINATION LITIGATION

See Note 3 to the financial statements of Sout@@mpany and Georgia Power under “Race Discrimindtitigation” in Item 8 of tht
Form 10-K. On April 15, 2005, the U.S. Court of Agas for the Eleventh Circuit denied the plaintiffstition for rehearing by the
entire Eleventh Circuit panel of judges. The plifishave 90 days from April 15, 2005 to file a itiet for writ of certiorari to the U.<
Supreme Court. The final outcome of this mattemcamow be determined.

FERC MATTERS

See Note 3 to the financial statements of Sout@empany, Alabama Power, Georgia Power, Gulf PoMésissippi Power, and
Savannah Electric under “Market-Based Rate Autiibanhd Note 2 to the financial statements of Soutigower under “FERC
Matters — Market-Based Rate Authority” in Item 8tbé Form 10-K for information on the FERC’s A2004 order adopting a new
interim analysis for measuring generation marketgroand a proceeding initiated by the FERC in Ddmem2004 to assess Southern
Company’s generation dominance within its retaiVee territory. Each of the retail operating comigs and Southern Power has
authorization from the FERC to sell power to nofikafes at market-based prices. Through SCS, astathe retail operating
companies and Southern Power also have FERC atythmrnake shorterm opportunity sales at market rates. SpecifiREEBpprovs
must be obtained with respect to a market-basettamirwith an affiliate. As directed by this orden February 15, 2005, Southern
Company submitted additional information relatedi¢émeration dominance in its retail service teryité\ny new market-based rate
transactions in Southern Company’s retail serécgtory entered into after February 27, 2005 Wwélsubject to refund to the level of
the default cost-based rates, pending the outcdriee @roceeding. In the event that the FERC’s ulefaitigation measures are
ultimately applied, Southern Power and the retadrating companies may be required to charge @ssebrates for certain wholesale
sales in the Southern Company retail service teyritvhich may be lower than negotiated matkased rates. The impact of such s
through March 31, 2005 is not material to the nebme of Southern Company, any of the retail opggatompanies, or Southern
Power. The final outcome of this matter will dep@mdthe form in which the final methodology for @ssing generation market power
and mitigation rules may be ultimately adopted eanot be determined at this time.

INCOME TAX MATTERS

See Note 3 to the financial statements of Sout@@mpany under “Income Tax Matters - Leveraged L&aaasactions” in Item 8 of
the Form 10-K for information related to Southemnipany’s deductions related to three internatitesde transactions (so-called
SILO or sale-in-lease-out transactions), whichlt® challenged in connection with its audit of $mrh Company’s 2000 and 2001
tax returns. If the IRS is ultimately successfutlisallowing the tax deductions related to theaadactions beginning with the 2000
year, Southern Company could be subject to additimerest charges of up to $23 million. Furthereyalthough management does
not believe a penalty is appropriate, the IRS rsenitly evaluating whether one may be assessedtigually, although the
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payment of the tax liability, exclusive of interestd any penalties, would not affect Southern Camisaresults of operations under
current accounting standards, it could have a nahierpact on cash flow. See Note 1 to the finahsiatements of Southern Company
under “Leveraged Leases” in Item 8 of the Form 1fpKadditional details of the deferred taxes edab these transactions. The
ultimate outcome of these matters cannot now berahéted.

(C) See Note 1 to the financial statements of Sout@@mpany and the retail operating companies undeck3Options” and Note 8 to the
financial statements of Southern Company and ttaél mperating companies under “Stock Option Planftem 8 of the Form 10-K for
information regarding non-qualified employee stogkions provided by Southern Company. Southern Gmy@accounts for options
granted in accordance with Accounting PrinciplesuBloOpinion No. 25; thus, no compensation expensecognized because the
exercise price of all options granted equaled #iirenharket value on the date of the grant. Theresd fair values of stock options
granted during the three-month periods ending M&dg2005 and 2004 have been derived using thekE3aboles stock option pricil
model. The following table shows the assumptiordstae weighted average fair values of these stptiois:

Three Month ~ Three Month

Ended Ended
March 31, March 31,
2005 2004
Interest rate 3.%% 3.1%
Average expected life of stock options (in
years) 5.C 5.C
Expected volatility of common stoc 17.% 19.7%
Expected annual dividends on common
stock $ 14 % 1.4C
Weighted average fair value of stc
options Grante: $ 39C $ 3.2¢

The pro forma impact of fair-value accounting fptions granted on Southern Company’s consolidaaedieys per share is as

follows:

As Reporte Pro Form
Three Months Ended March 31, 2005 Earning:
per share (dollars
Basic $ 045 % 0.4
Diluted $ 04 % 04z
Three Months Ended March 31, 2004 Earnings
per share (dollars
Basic $ 04t % 0.4
Diluted $ 04t$ 0.4

The pro forma impact of fair-value accounting fptions granted on net income after dividends offeprred stock is as follows:

As Reporte Pro Forme
(in millions) (in millions)

Three Months Ended March 31, 2C
Net income after dividends on preferred st

Alabama Powe $ 93 % 91
Georgia Powe 14z 14C
Gulf Power 15 14
Mississippi Powe 17 16
Savannah Electri 1 1
Southern Powe 23 23
Southern Compan $ 322% 311
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As Reporte Pro Forme
(in millions) (in millions)

Three Months Ended March 31, 2C
Net income after dividends on preferred st

Alabama Powe $ 91 % 89
Georgia Powe 144 142
Gulf Power 17 17
Mississippi Powe 17 17
Savannah Electri 3 3
Southern Powe 27 27
Southern Compan $ 331% 321

(D) See Note 1 to the financial statements of Sout@empany, Alabama Power, Georgia Power, Gulf PoMésissippi Power, and
Savannah Electric under “Asset Retirement Obligntiand Other Costs of Removal” in Item 8 of thenkd0-K. The following table
reflects the details of the asset retirement obibga included in the Condensed Balance Sh

Balance ¢ Liabilities Liabilities Cash Flov Balance ¢
12/31/04 Incurred Settled Accretior Revisions 3/31/05
(in millions)
Alabama
Power $383¢$ —% — 3% 643 — $ 390.(
Georgia
Power 504.t — — 8.C — 512t
Gulf Power 5.8 — — 0.1 — 5.¢
Mississippi
Power 5.E — — 0.1 — 5.€
Savannah
Electric 3.8 05 (0.1 01 — 4.4
Southern
Company $ 903.2$% 0&5$% (01)$ 147% — $ 918«

(E) For Southern Company, the only difference in conmgubasic and diluted earnings per share is atalida to outstanding options un
the stock option plan. See Note 8 to the finarstaiements of Southern Company in Item 8 of thenFdK for further information ol
the stock option plan. The effect of the stock amiwas determined using the treasury stock meBitoakes used to compute diluted
earnings per share are as follo

Three Months  Three Months
Ended Ended
March 31, 200 March 31, 200
(in thousands

As reported share 744,02! 736,63¢
Effect of options 4,647 4,96¢
Diluted share! 748,67 741,60:
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(F) See Note 6 to the financial statements of Sout@empany, Alabama Power, Georgia Power, Gulf PoMesissippi Power, and
Savannah Electric under “Financial Instrumentsitém 8 of the Form 10-K. At March 31, 2005, the faalue of derivative energy
contracts was reflected in the financial statemast®llows:

Southern Alabama Georgia Gulf Mississippi Savannat
Company Power Power Power Power Electric

Amounts

(in millions)
Regulatory liabilities, ne $ 119. $ 38.2 $ 37.1 $ 11.¢ $ 241 $ 8C
Other comprehensive income (lo: 0.2 — — — (0.9 —
Total fair value $ 119.f $ 382 $ 37.1 $ 11.€ $ 23.2 $ 8C

For the three months ended March 31, 20052804, the amounts recognized in income for derreaginergy contracts that are not
hedges, as well as the amounts expected to bessdiEd from other comprehensive income to fuelemge for the twelve month period
ending March 31, 2006 were immaterial for each camyp Additionally, no material ineffectiveness teen recorded in net income for
the three months ended March 31, 2005 and 2004.

At March 31, 2005, Southern Company had $1li®f notional amount of interest rate derivativagstanding with net fair value
gains of $23.8 million as follows:

Fair Value Hedges

Fair Value Gai

Loss

Notional Fixed Rati Variable Rate Maturity Maréh 31,)200

Amount Receivec Paid Date (in millions)
Southern Compan $400 millior 5.3(% 6-month LIBOF February 200" $ 7.4

(in arrears’
less 0.103%
Southern Compan $40 million  7.62%% 6-month LIBOF December 20C $ 0.2
(in arrears) plu
2.922%%
Cash Flow Hedges

Weighted Fair Value

Average Gain (Loss)
Notional Variable Rate Fixed Rate Maturity March 31, 200

Amount Receivec Paid Date (in millions)
Alabama Powe $536 millior BMA Index 2.001% January 200" $ 8.4
Alabama Powe $195 millior 3-month LIBOF 1.8% April 2006 $ 4.2
Georgia Powe $100 millior 3-month LIBOF 5.02%9% December 201$ 0.5
Georgia Power $150 millior 3-month LIBOF 4.133-6.0(% February 200($ 0.2
Georgia Power* $400 millior Floating 2.35- 3.85% December 20C $ 1.¢
Savannah Electri $14 million BMA Index 2.502% December 20C $ 0.2
Savannah Electri $30 million 3-month LIBOF 4.68% May 2016 $ 1.C

* Interest rate colls

**  Series of interest rate caps and collars with béieate based on c-month LIBOR
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For the twelve month period ended March 31, 2006 following table reflects the estimated pre-taing/(losses) that will be
reclassified from Accumulated Other Comprehensngoine to Interest Expense.

(in

millions)
Alabama Powe $ 44
Georgia Powe (1.9
Gulf Power 0.3
Savannah Electri —
Southern Powe (11.9)
Southern Compan $ (8.6

(G) See Note 2 to the financial statements of Sout@empany, Alabama Power, Georgia Power, Gulf PoMésissippi Power, and
Savannah Electric in Item 8 of the Form 10-K. Comgras of the pension plans’ and postretirementsplagt periodic costs for the
threemonth periods ending March 31, 2005 and 2004 afellasvs:

Southern Alabama Georgia Gulf Mississippi Savannat
PENSION PLANS (in millions) Company Power Power Power Power Electric
Three Months Ended March 31, 2005
Service cos $ 36 $ 8 $ 11 $ 2 $ 2 $ 1
Interest cos 72 19 27 3 3 1
Expected return on plan ass (11€) (35 (46) (5) (5) Q)
Recognized net (gain)/lo: 3 1 1 — — —
Net amortizatior 5 2 2 — — —
Net cost (income $ — $ B $ 6, $ — $ — $ 1
Three Months Ended March 31, 200¢
Service cos $ 32 $ 8 $ 10 $ 1 $ 2 $ 1
Interest cos 68 18 26 3 3 1
Expected return on plan ass (113) (35) (45) 5) 5) @
Recognized net (gain)/lo: @ Q) (1) — — —
Net amortizatior 4 1 2 — — —
Net cost (income $ 100 $ (9 $ ®» $ O s — $ 1
POSTRETIREMENT PLANS Southerr Alabame Georgia Gulf Mississipp Savanna
(in millions) Compan Power Power Power Power Electric
Three Months Ended March 31, 2005
Service cos $ 7 $ 2 $ 3 $ — $ — $ —
Interest cos 24 7 10 1 1 1
Expected return on plan ass (11) (4) (6) — — —
Net amortizatior 9 2 5 — — —
Net cost (income $ 29 $ 7 $ 12 $ 1 $ 1 $ 1
Three Months Ended March 31, 200¢
Service cos $ 7 $ 2 $ 2 $ — $ — $ —
Interest cos 24 6 11 1 1 1
Expected return on plan ass (12 (4) (6) — — —
Net amortizatior 9 2 5 — — —
Net cost (income $ 28 $ 6 $ 12 $ 1 $ 1 $ 1
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(H) Alabama Power fuel costs are recovered under Rar: ([Energy Cost Recovery), which provides for thdition of a fuel and energy
cost factor to base rates. In April 2005, thisdaetas increased from 1.518 cents per kilowatt-tour.788 cents per kilowatt-hour,
which should result in a 4.5% increase in annuallreesvenues, or approximately $148 million. Alate@Power will continue to
monitor the under recovered fuel cost balance terdgne if an additional adjustment to billing mt&hould be requested from the
Alabama PSC. Alabama Power’s under recovered fagtb@s of March 31, 2005 totaled $96.4 milliore Slete 3 to the financial
statements of Southern Company and Alabama Povadar dAlabama Power Retail Regulatory Matters” aRetail Regulatory
Matters” respectively, in Item 8 of the Form-K for additional information

(I) On February 18, 2005, Georgia Power fila@guest with the Georgia PSC for a fuel cost reppvate increase. The requested
increase, representing an annual increase in regesfapproximately 11.8%, will allow for the reewy of fuel costs based on an
estimate of future fuel costs, as well as the ctitbe of the existing under recovery of fuel co3tise Georgia PSC may require that this
existing under recovery be collected over a pegi@ater than twelve months. Georgia Power’s unelemwered fuel costs as of
March 31, 2005 totaled $455.4 million. Hearings evkeld in April 2005 and a final decision from fBeorgia PSC is expected in
May 2005, following which the new rates will becoeiéective June 1, 2005. The final outcome of thegter cannot be determined at
this time. For additional information on Georgiawo's fuel cost recovery, see Note 3 to the finandatksnents of Southern Compe
and Georgia Power und“Georgia Power Retail Rate Activ’ and“Fuel Cost Recover” respectively, in Item 8 of the Form-K.

(J) See Note 3 to the financial statementsooitt®ern Company and Gulf Power under “Gulf Powet Atlabama Power Storm Damage
Recovery” and “Retail Regulatory Matters,” respeely, in Item 8 of the Form 10-K for information anStipulation and Settlement
filed with the Florida PSC to resolve all mattezgarding the effects of Hurricane lvan on Gulf Pdsveeserve for property damage.
The Florida PSC approved the Stipulation and Settg as filed in March 2005 and Gulf Power begédimbicustomers accordingly
April 2005.

(K) On November 30, 2004, Savannah Electric filed diticmal one-year rate case with the Georgia P$@easting a $23.2 million, or
6.7%, increase in retail revenues, effective Janlia005. The requested increase is based omfigst year ending December 31,
2005 and a proposed retail return on common e@fily2.5%. As an alternative, Savannah Electric alsluded in its request a three-
year rate plan that is based on the same tesayelgproposed retail return on common equity. Tleese in retail revenues w
requested to cover Savannah Electric’s investnmetiteé Plant Mcintosh Combined Cycle Units 10 andiddreasing operating and
maintenance expenses; and continued investmemei@rgtion, transmission, and distribution faciitie support growth and ensure
reliability. The increase also includes recognitioman annual basis of the $3.8 million of Plantidlay PPA expenses which were
excluded by the Georgia PSC from Savannah Elestidst rate case and subsequently were subjeefeordl through a Georgia PSC
accounting order issued in December 2002. The Ge®FC suspended implementation of the rates thietitompletion of the hearing
process. Hearings were held in March and April 2808 the Georgia PSC is expected to issue a fidakrin May 2005, following
which the new rates will become effective in JuA®% The final outcome of this matter cannot novdétermined

(L) See Notes 9 and 10 to the financial statementsiedi$hah Electric in Item 8 of the Form 10-K forarrhation regarding Savannah
Electric’s restatement of its financial statemdotshe quarter ended March 31, 2004 as the ree@ltrors in the estimate of unbilled
revenues for the period. A summary of the effe€thase restatement adjustments for the quartezdehrch 31, 2004 is as follows
(in thousands of dollars

March 31, 200:
As Originally As
Reportec  Restate(

Retail sales revenus $ 68,02 $67,50¢
Total operating revenut 72,83t 72,32
Operating incom: 8,54¢ 8,03
Earnings before income tax 4,94¢ 4,43
Income taxe: 1,79¢  1,60(
Net income 3,14¢  2,83:
Net income after dividends on preferred st 3,14¢ 2,83:
Comprehensive incorr 3,13¢ 2,82
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(M)

(N)

(0)

On April 8, 2005, Southern Power and two of its ifrowned subsidiaries entered into an agreemetit @onstellation Power, Inc.
and certain other subsidiaries of Constellationryn&roup, Inc. to acquire all of the outstandireral and limited partnership
interests of Oleander Power Project, L.P. (Oleandar an aggregate purchase price of approxim#&206 million. The purchase pri
is subject to certain working capital and timingctidsing adjustments. Oleander owns a dualed generating plant in Brevard Coul
Florida with a nominal installed capacity of 680 MWhe entire output of the plant is sold under sajgaPPAs with Florida Power &
Light Company and Seminole Electric Cooperative, IFhe PPAs expire in 2007 and 2009, respectividlg. acquisition is subject to
certain regulatory approvals, including the appt@fdahe FERC, as well as review by the Federat&r@ommission under the Hart-
Scot-Rodino Antitrust Improvements Ac

See Note 5 to the financial statements of Sout@empany, Alabama Power, and Savannah Electriem B of the Form 10-K for
information on each company’s effective incomer&te. In accordance with an Alabama PSC approveauating order to restore the
natural disaster reserve, Alabama Power recordedwection in its income tax expense of approxinye$@7.7 million for the quarter
ended March 31, 2005. In addition, in connectiothwbnstruction on the Plant Mclntosh combined eyaniits, Savannah Electric
recorded an increase of approximately $1.1 miliibAFUDC equity, which is not taxable, for the gigamrended March 31, 2005. The
impact of these entries caused a significant reolud the effective income tax rate for the quagieded March 31, 2005, for each of
Southern Company, Alabama Power, and SavannalriElé€dh a annual basis, the effective income té& far 2005 is expected to be
approximately 27% for Southern Company, 34% forb&lma Power, and 35% for Savannah Electric. Fotiaddl information on
Alabama Power’s accounting order, see Note 3 tditla@cial statements of Southern Company and AtebBower underGulf Powel
and Alabama Power Storm Damage Recovery” and “ldhisaster Cost Recovery,” respectively, in Itef &he Form 10-K. For
additional information on the Plant Mcintosh coustion, see Note 3 to the financial statementsooititern Company and Savannah
Electric under“Plant Mcintosh Construction Proj” in Item 8 of the Form 1-K.

Southern Company’s reportable business segmeme isale of electricity in the Southeast by the fatil operating companies and
Southern Power. The “All Other” column includesqrarSouthern Company, which does not allocate tipgraxpenses to business
segments. Also, this category includes segmentswottle quantitative threshold for separate diselsiihese segments include
investments in synthetic fuels and leveraged Ipagjects, telecommunications, energy-related sesyiand natural gas marketing.
Southern Power’s revenues from sales to the mgbaitating companies were $112 million and $87 anilfior the three months ended
March 31, 2005 and 2004, respectively. All othéelisegment revenues are not material. Financialfdatusiness segments and
products and services are as follo

Electric Utilities

Retai
Operating All Reconciling
Companie Southern Pow:t Eliminations Total Othel  Eliminations Consolidate
(in millions)
Three Months Ended March 31, 20
Operating revenu $ 2,697 $ 152 ¢ (139 $ 2,717 $ 17¢ 3 (26) $ 2,86¢
Segment net income (lo: 26€ 23 — 28¢ 35 (1) 328

Total assets at March 31, 2( $33,83¢ $ 2,06 3 (81) $35,82: $1,92¢ $ (457) $ 37,29

Three Months Ended March 31, 20
Operating revenu $ 2,54: $ 17¢ ¢ (130 $ 2,558 $ 17¢ $ 29 $ 2,73
Segment net income (lo: 272 27 — 29¢ 33 (1) 331
Total assets at December 31,2 $33,52: $ 2,067 $ (103 $3548f $1,99¢ $ (527) $ 36,96:

Products and Service:
Electric Utilities Revenue

Period Retail Wholesal: Other Total
(in millions)

Three Months Ended March 31, 2C $ 2,26¢ $ 347 $ 101 $2,717

Three Months Ended March 31, 2C 2,14 351 93 2,58¢
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PART IlI- OTHER INFORMATION

Item 1. Legal Proceedings

Iltem 6.

(24)

See the Notes to the Condensed Financial Statemergm for information regarding certain legal aatininistrative proceedings in
which Southern Company and its reporting subsieiaaire involvec

Exhibits.

Power of Attorney and Resolutions

Southern Company

@)1-

Alabama Power

(b) 1 -

Georgia Power

(c)1-

(c) 2-
Gulf Power

(d)1-

Mississippi Power

(e)1-

Savannah Electric

(M1 -

Power of Attorney and resolution. (Designated i form 10-K for the year ended December 31,
2004, File No. -3526 as Exhibit 24(a) and incorporated herein ligremce.

Power of Attorney and resolution. (Designated i form 10-K for the year ended December 31,
2004, File No. -3164 as Exhibit 24(b) and incorporated herein lbgresce.)

Power of Attorney and resolution. (Designated i florm 10-K for the year ended December 31,
2004, File No. -6468 as Exhibit 24(c) and incorporated herein lbgresce.

Power of Attorney for Cliff S. Thrashe

Power of Attorney and resolution. (Designated & florm 10-K for the year ended December 31,
2004, File No. -2429 as Exhibit 24(d) and incorporated herein ligresce.)

Power of Attorney and resolution. (Designated & florm 10-K for the year ended December 31,
2004, File No. 00-11229 as Exhibit 24(e) and incorporated hereindfgrence.

Power of Attorney and resolution. (Designated i form 10-K for the year ended December 31,
2004, File No. -5072 as Exhibit 24(f) and incorporated herein dgnence.)
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Iltem 6. Exhibits.

(24)

(31)

Power of Attorney and Resolutions (continued

Southern Power

@1-

(9)2-

(9)3-

Section 302 Certifications
Southern Company

@1-

(@) 2-

Alabama Power

(b) 1 -

(b) 2 -

Georgia Power

(c)1-

(c) 2 -

Gulf Power

(d)1 -

(d)2 -

Power of Attorney and resolution. (Designated i form 10-K for the year ended December 31,
2004, File No. 33-98553 as Exhibit 24(g) and incorporated hereindfgrence.

Power of Attorney for Ronnie L. Bate

Power of Attorney for Michael W. Southel

Certificate of Southern Company’s Chief Executiviic@r required by Section 302 of the
Sarbane-Oxley Act of 2002

Certificate of Southern Company’s Chief Financi#fi¢@r required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Alabama Power’s Chief Executive ©ii required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Alabama Power’s Chief Financial ©f required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Georgia Power’s Chief Executive ©i required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Georgia Power’s Chief Financial ©ff required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Gulf Power’s Chief Executive Officarquired by Section 302 of the Sarbanes-Oxley
Act of 2002.

Certificate of Gulf Power’s Chief Financial Officezquired by Section 302 of the Sarbanes-Oxley
Act of 2002.
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Iltem 6. Exhibits.

(31)

(32)

Section 302 Certifications (continued

Mississippi Power

(e)1-

(e)2-

Savannah Electric

(f)1-

(f)2-

Southern Power

@1-

(@) 2-

Section 906 Certifications
Southern Company

(@) -

Alabama Power

(b) -

Georgia Power

(© -

Gulf Power

(d) -

Certificate of Mississippi Power’s Chief Executi@éficer required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Mississippi Power’s Chief Financ@fficer required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Savannah Electric’s Chief Execut®#icer required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Savannah Electric’s Chief Finan&ficer required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Southern Power’s Chief Executivei€f required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Southern Power’s Chief Financial iCéf required by Section 302 of the Sarbanes-
Oxley Act of 2002

Certificate of Southern Company’s Chief Executiviic@r and Chief Financial Officer required by
Section 906 of the Sarbal-Oxley Act of 2002

Certificate of Alabama Power’s Chief Executive ©#ii and Chief Financial Officer required by
Section 906 of the Sarbal-Oxley Act of 2002

Certificate of Georgia Power’s Chief Executive ©fi and Chief Financial Officer required by
Section 906 of the Sarbar-Oxley Act of 2002

Certificate of Gulf Power’s Chief Executive Officend Chief Financial Officer required by
Section 906 of the Sarbar-Oxley Act of 2002
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ltem 6. Exhibits.
(32) Section 906 Certifications (continued

Mississippi Power

(e) - Certificate of Mississippi Power’s Chief Executi@éficer and Chief Financial Officer required by 8en 906 of the
Sarbane-Oxley Act of 2002

Savannat

Electric

) - Certificate of Savannah Electric’s Chief Execut¥#icer and Chief Financial Officer required by 8en 906 of the
Sarbane-Oxley Act of 2002

Southern

Power

(9) - Certificate of Southern Power’s Chief Executivei€df and Chief Financial Officer required by Sext806 of the

Sarbane-Oxley Act of 2002
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THE SOUTHERN COMPANY
SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized. Theasige of the undersigned company shall be deemeslate only to matters having
reference to such company and any subsidiariesdher

THE SOUTHERN COMPANY

By David M. Ratcliffe
Chairman and Chief Executive Offic
(Principal Executive Officer

By Thomas A. Fannin
Executive Vice President, Chief Financial Officad:
Treasurer
(Principal Financial Officer)

By /s/ Wayne Bosta
(Wayne Boston, Attorn-in-fact)

Date: May 4, 200
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ALABAMA POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized. Theasige of the undersigned company shall be deemeslate only to matters having
reference to such company and any subsidiariesdher

ALABAMA POWER COMPANY

By Charles D. McCrary
President and Chief Executive Offic
(Principal Executive Officer

By Art P. Beattie
Executive Vice President, Chief Financial Officad:
Treasurer
(Principal Financial Officer)

By /s/ Wayne Bosta
(Wayne Boston, Attorn-in-fact)

Date: May 4, 200
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GEORGIA POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized. Theasige of the undersigned company shall be deemeslate only to matters having
reference to such company and any subsidiariesdher

GEORGIA POWER COMPANY

By Michael D. Garreti
President and Chief Executive Offic
(Principal Executive Officer

By CIiff S. Thrashe
Executive Vice President, Chief Financial Officad:
Treasurer
(Principal Financial Officer)

By /s/ Wayne Bosta
(Wayne Boston, Attorn-in-fact)

Date: May 4, 200
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GULF POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized. Theasige of the undersigned company shall be deemeslate only to matters having
reference to such company and any subsidiariesdher

GULF POWER COMPANY

By Susan N. Stor
President and Chief Executive Offic
(Principal Executive Officer

By Ronnie R. Labrat
Vice President, Chief Financial Officer and
Comptroller
(Principal Financial and Accounting Office

By /s/ Wayne Bosto
(Wayne Boston, Attorn-in-fact)

Date: May 4, 200
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MISSISSIPPI POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized. Theasige of the undersigned company shall be deemeslate only to matters having
reference to such company and any subsidiariesdher

MISSISSIPPI POWER COMPAN'

By Anthony J. Topa:
President and Chief Executive Offic
(Principal Executive Officer

By Frances V. Turnag
Vice President, Chief Financial Officer and Treast
(Principal Financial Officer)

By /s/ Wayne Bosto
(Wayne Boston, Attorn-in-fact)

Date: May 4, 200
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SAVANNAH ELECTRIC AND POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized. Theasige of the undersigned company shall be deemesdate only to matters having
reference to such company and any subsidiariesdher

SAVANNAH ELECTRIC AND POWER COMPANY

By A.R.Jame
President and Chief Executive Offic
(Principal Executive Officer

By Kirby R. Willis
Vice President, Chief Financial Officer and Treast
(Principal Financial and Accounting Office

By /s/ Wayne Bosto
(Wayne Boston, Attorn-in-fact)

Date: May 4, 200
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SOUTHERN POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized. Theasige of the undersigned company shall be deemeslate only to matters having
reference to such company and any subsidiariesdher

SOUTHERN POWER COMPAN?

By Ronnie L. Bate
President and Chief Executive Offic
(Principal Executive Officer

By Michael W. Souther
Senior Vice President and Chief Financial Offi
(Principal Financial Officer)

By /s/ Wayne Bosto
(Wayne Boston, Attorn-in-fact)

Date: May 4, 200
116
Exhibit 24(c)2

Cliff S. Thrasher Bin 10240 Executive Vice Presid@41 Ralph McGill Boulevard NE Chief Financialffoér and Atlanta, GA 30308-3374
Treasurer

[Georgia Power Company Logo]

April 25, 2005
Thomas A. Fanning and Wayne Boston
Dear Sirs:

As an officer of Georgia Power Company, | herebken@onstitute, and appoint each of you my truelandul Attorney in my name, place,
and stead, to sign and cause to be filed with #wifties and Exchange Commission (1) this Comga@yarterly Reports on Form 10-Q
during 2005, and (2) any necessary or approprimendment or amendments to any such reports amist€dmpany's Annual Report on
Form 10-K for the year ended December 31, 2004 sach report or amendments to such reports ted@mmpanied in each case by any
necessary or appropriate exhibits or schedulestiher

Yours very truly,

/s/diff Thrasher

diff S. Thrasher



Exhibit 24(g)2

Southern Power, Inc.

Bin 905

270 Peachtree Street NW
Atlanta, Georgia 30303

[Southern Company Logo]
April 25, 2005

Mr. Wayne Boston
241 Ralph McGill Bivd
Atlanta, GA 30308

Dear Mr. Boston:

As an officer of Southern Power Company, | herelakey constitute, and appoint you my true and lawttdrney in my name, place, and
stead, to sign and cause to be filed with the $tsesiand Exchange Commission (1) this Companyartetly Reports on Form 10-Q during
2005, and (2) any necessary or appropriate amertdon@mendments to any such reports and to thisp@aogis Annual Report on Form *0-
for the year ended December 31, 2004, each sucht@pamendments to such reports to be accompamiegich case by any necessary or
appropriate exhibits or schedules thereto.

Yours very truly,

/s/ Ronnie L. Bates
Ronni e L. Bates



Exhibit 24(g)3

Southern Power Inc.

Bin 905

270 Peachtree Street NW
Atlanta, Georgia 30303

[Southern Company Logo]
April 25, 2005

Mr. Wayne Boston
241 Ralph McGill Bivd
Atlanta, GA 30308

Dear Mr. Boston:

As an officer of Southern Power Company, | herelakey constitute, and appoint you my true and lawttdrney in my name, place, and
stead, to sign and cause to be filed with the $tsesiand Exchange Commission (1) this Companyartetly Reports on Form 10-Q during
2005, and (2) any necessary or appropriate amertdon@mendments to any such reports and to thisp@aogis Annual Report on Form *0-
for the year ended December 31, 2004, each sucht@pamendments to such reports to be accompamiegich case by any necessary or
appropriate exhibits or schedules thereto.

Yours very truly,

/s/ M chael W Southern
M chael W Southern



Exhibit 31(a)1
THE SOUTHERN COMPANY
Certification Of Chief Executive Officer
I, David M. Ratcliffe, certify that:
1. | have reviewed this quarterly report on Form@0f The Southern Company;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financearting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthg@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/David M Ratcliffe

David M Ratcliffe
Chai rman, President and Chi ef Executive Oficer



Exhibit 31(a)2
THE SOUTHERN COMPANY
Certification Of Chief Financial Officer
I, Thomas A. Fanning, certify that:
1. | have reviewed this quarterly report on FormQ@0f The Southern Company;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financearting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthg@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/ s/ Thomas A. Fanni ng

Thomas A. Fanni ng
Executive Vice President, Chief Financial Oficer and Treasurer



Exhibit 31(b)1
ALABAMA POWER COMPANY
Certification Of Chief Executive Officer
I, Charles D. McCrary, certify that:
1. | have reviewed this quarterly report on FormQ0f Alabama Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/Charles D. McCrary

Charles D. McCrary
Presi dent and Chief Executive Oficer



Exhibit 31(b)2
ALABAMA POWER COMPANY
Certification Of Chief Financial Officer
I, Art P. Beattie, certify that:
1. | have reviewed this quarterly report on FormQ0f Alabama Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/Art P. Beattie

Art P. Beattie
Executive Vice President, Chief Financial Oficer and Treasurer



Exhibit 31(c)1
GEORGIA POWER COMPANY
Certification Of Chief Executive Officer
I, Michael D. Garrett, certify that:
1. | have reviewed this quarterly report on FormQ@0f Georgia Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/ M chael D. Garrett

M chael D. Garrett
Presi dent and Chief Executive Oficer



Exhibit 31(c)2
GEORGIA POWER COMPANY
Certification Of Chief Financial Officer
I, Cliff S. Thrasher, certify that:
1. | have reviewed this quarterly report on FormQ@0f Georgia Power Company;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dméttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/diff S Thrasher

adiff S. Thrasher
Executive Vice President, Chief Financial Oficer and Treasurer



Exhibit 31(d)1
GULF POWER COMPANY
Certification Of Chief Executive Officer
I, Susan N. Story, certify that:
1. | have reviewed this quarterly report on FormQ0f Gulf Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/ Susan N. Story

Susan N. Story
Presi dent and Chief Executive Oficer



Exhibit 31(d)2
GULF POWER COMPANY
Certification Of Chief Financial Officer
I, Ronnie R. Labrato, certify that:
1. | have reviewed this quarterly report on FormQ0f Gulf Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/ Ronnie R Labrato

Ronni e R Labrato
Vi ce President, Chief Financial Oficer and Conptroller



Exhibit 31(e)1
MISSISSIPPI POWER COMPANY
Certification Of Chief Executive Officer
I, Anthony J. Topazi, certify that:
1. | have reviewed this quarterly report on FormQ0f Mississippi Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/' s/ Ant hony J. Topazi

Ant hony J. Topazi
Presi dent and Chief Executive Oficer



Exhibit 31(e)2
MISSISSIPPI POWER COMPANY
Certification Of Chief Financial Officer
I, Francis V. Turnage, certify that:
1. | have reviewed this quarterly report on FormQ0f Mississippi Power Company;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefraincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/ s/ Frances V. Turnage

Frances V. Turnage
Vi ce President, Treasurer and Chief Financial Oficer



Exhibit 31(f)1
SAVANNAH ELECTRIC AND POWER COMPANY
Certification Of Chief Executive Officer
I, A. R. James, certify that:
1. | have reviewed this quarterly report on FormQ0f Savannah Electric and Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/sl A. R Janes

A. R Janes
Presi dent and Chief Executive Oficer



Exhibit 31(f)2
SAVANNAH ELECTRIC AND POWER COMPANY
Certification Of Chief Financial Officer
I, Kirby R. Willis, certify that:
1. | have reviewed this quarterly report on FormQ0f Savannah Electric and Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/sIKirby R Wllis

Kirby R Wllis
Vi ce President, Chief Financial Oficer and Treasurer



Exhibit 31(g)1
SOUTHERN POWER COMPANY
Certification Of Chief Executive Officer
I, Ronnie L. Bates, certify that:
1. | have reviewed this quarterly report on FormQ@0f Southern Power Company;

2. Based on my knowledge, this report does notaoriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefreaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/ Ronnie L. Bates

Ronni e L. Bates
Presi dent and Chief Executive Oficer



Exhibit 31(g)2
SOUTHERN POWER COMPANY
Certification Of Chief Financial Officer
I, Michael W. Southern, certify that:
1. | have reviewed this quarterly report on FormQ0f Southern Power Company;

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anaré¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedoitge designed under our supervision,
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Evaluated the effectiveness of the registratigslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportth@t occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anablve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesgeerforming the equivalent functions):

() All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefraincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a siniifiole in the registrant's internal
control over financial reporting.

Date: May 4, 2005
/s/ M chael W Southern

M chael W Southern
Seni or Vice President and Chief Financial Oficer



Exhibit 32(a)
CERTIFICATION
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RéparForm 10Q of The Southern Company for the quarter endeccMad, 2005, we, tt
undersigned, hereby certify pursuant to 18 U.SeCti8n 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002héoltest of our individual knowledge and beliefttha

(1) such Quarterly Report on Form 10-Q of The SeutfCompany for the quarter ended March 31, 200 mthis statement accompanies,
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1984

(2) the information contained in such Quarterly &&jpn Form 10-Q of The Southern Company for tharggr ended March 31, 2005, fairly
presents, in all material respects, the finanaaldition and results of operations of The Soutl@smpany.

/s/David M Ratcliffe
David M Ratcliffe
Chai rman, President and
Chi ef Executive Oficer

/ s/ Thomas A. Fanni ng
Thomas A. Fanni ng
Executive Vice President,
Chi ef Financial Oficer and Treasurer

Date: May 4, 2005



Exhibit 32(b)
CERTIFICATION
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RéparForm 10-Q of Alabama Power Company for thergunanded March 31, 2005, we,
the undersigned, hereby certify pursuant to 18@Cl.Section 1350, as adopted pursuant to SectioroBe Sarbanes-Oxley Act of 2002, to

the best of our individual knowledge and belietth

(1) such Quarterly Report on Form 10-Q of Alabarow& Company for the quarter ended March 31, 2@@ich this statement
accompanies, fully complies with the requiremeritSection 13(a) or 15(d) of the Securities Exchafgeof 1934; and

(2) the information contained in such Quarterly &¢jn Form 10-Q of Alabama Power Company for tharter ended March 31, 2005,
fairly presents, in all material respects, thefiitial condition and results of operations of AlalsaRower Company.

/s/Charles D. McCrary
Charles D. McCrary
Presi dent and Chief Executive Oficer

/s/Art P. Beattie
Art P. Beattie
Executive Vice President,
Chi ef Financial Oficer and Treasurer

Date: May 4, 2005



Exhibit 32(c)
CERTIFICATION

18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE

SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly ReparForm 10-Q of Georgia Power Company for thergnanded March 31, 2005, we,
the undersigned, hereby certify pursuant to 18€Cl.Section 1350, as adopted pursuant to SectioroPO& Sarbanes-Oxley Act of 2002, to
the best of our individual knowledge and belietth

(1) such Quarterly Report on Form @Qef Georgia Power Company for the quarter endertMal, 2005, which this statement accompal
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1984

(2) the information contained in such Quarterly 8&¢en Form 10-Q of Georgia Power Company for tharter ended March 31, 2005, fairly
presents, in all material respects, the finanaaldition and results of operations of Georgia Po@@mpany.

/s/ M chael D. Garrett
M chael D. Garrett
Presi dent and Chief Executive Oficer

/s/diff S. Thrasher
adiff S. Thrasher
Executive Vice President,
Chi ef Financial Oficer and Treasurer

Date: May 4, 2005



Exhibit 32(d)
CERTIFICATION
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RéparForm 10-Q of Gulf Power Company for the quaeteded March 31, 2005, we, the
undersigned, hereby certify pursuant to 18 U.Se€tiBn 1350, as adopted pursuant to Section 9@itedbarbanes-Oxley Act of 2002, to the
best of our individual knowledge and belief, that:

(1) such Quarterly Report on Form 10-Q of Gulf Po@empany for the quarter ended March 31, 2005¢kvthis statement accompanies,
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1984

(2) the information contained in such Quarterly &&jpn Form 10-Q of Gulf Power Company for the geaended March 31, 2005, fairly
presents, in all material respects, the finanaaldition and results of operations of Gulf Powenany.

/s/ Susan N. Story
Susan N. Story
Presi dent and Chief Executive Oficer

/s/ Ronnie R Labrato
Ronni e R Labrato
Vi ce President, Chief Financial Oficer
and Conptroller

Date: May 4, 2005



Exhibit 32(e)
CERTIFICATION
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RéparForm 10-Q of Mississippi Power Company for guarter ended March 31, 2005,
we, the undersigned, hereby certify pursuant ttd 3B C. Section 1350, as adopted pursuant to Seg@i6rof the Sarbana3xley Act of 2002

to the best of our individual knowledge and belikrét:

(1) such Quarterly Report on Form 10-Q of Missipspower Company for the quarter ended March 3052&hich this statement
accompanies, fully complies with the requiremeritSection 13(a) or 15(d) of the Securities Exchafgeof 1934; and

(2) the information contained in such Quarterly &&jen Form 10-Q of Mississippi Power Company fer tuarter ended March 31, 2005,
fairly presents, in all material respects, theffitial condition and results of operations of Misgipi Power Company.

/ s/ Ant hony J. Topazi
Ant hony J. Topazi
Presi dent and Chief Executive Oficer

/ s/ Frances V. Turnage
Frances V. Turnage
Vi ce President, Treasurer and
Chi ef Financial Oficer

Date: May 4, 2005



Exhibit 32(f)
CERTIFICATION
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RéparForm 10-Q of Savannah Electric and Power Camwpar the quarter ended March
31, 2005, we, the undersigned, hereby certify pamsto 18 U.S.C. Section 1350, as adopted pursag@ection 906 of the Sarbanes-Oxley
Act of 2002, to the best of our individual knowledgnd belief, that:

(1) such Quarterly Report on Form @ef Savannah Electric and Power Company for ttegtguended March 31, 2005, which this stater
accompanies, fully complies with the requiremeritSection 13(a) or 15(d) of the Securities Exchafgeof 1934; and

(2) the information contained in such Quarterly &¢jpn Form 10-Q of Savannah Electric and Power gay for the quarter ended March
31, 2005, fairly presents, in all material respgttts financial condition and results of operatiohSavannah Electric and Power Company.

/Is/A. R Janes
A. R Janes
Presi dent and Chief Executive Oficer

/sIKirby R Wllis
Kirby R Wllis
Vi ce President, Chief Financial Oficer
and Treasurer

Date: My 4, 2005



Exhibit 32(g)

CERTIFICATION
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly RéparForm 10-Q of Southern Power Company for therigu ended March 31, 2005, we,
the undersigned, hereby certify pursuant to 18@Cl.Section 1350, as adopted pursuant to SectioroBe Sarbanes-Oxley Act of 2002, to

the best of our individual knowledge and belietth

(1) such Quarterly Report on Form 10-Q of Soutlewwer Company for the quarter ended March 31, 200&h this statement
accompanies, fully complies with the requiremeritSection 13(a) or 15(d) of the Securities Exchafgeof 1934; and

(2) the information contained in such Quarterly &&jpn Form 10-Q of Southern Power Company forgharter ended March 31, 2005,
fairly presents, in all material respects, thefiitial condition and results of operations of Soutiteower Company.

/s/ Ronnie L. Bates
Ronni e L. Bates
Presi dent and Chief Executive Oficer

/s/ M chael W Southern
M chael W Southern
Seni or Vice President and
Chi ef Financial Oficer

Date: My 4, 2005

End of Filing
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