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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

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 58-069007C

(A Delaware Corporatior

30 Ivan Allen Jr. Boulevard, N.\
Atlanta, Georgia 3030

(404) 50t-5000

1-3164 Alabama Power Company 63-000425C
(An Alabama Corporatior
600 North 1€t Street
Birmingham, Alabama 352¢
(205) 25-1000

1-6468 Georgia Power Company 58-025711C
(A Georgia Corporation
241 Ralph McGill Boulevard, N.E
Atlanta, Georgia 3030
(404) 50t-6526

0-2429 Gulf Power Company 59-027681C
(A Florida Corporation
One Energy Plac
Pensacola, Florida 325:
(850) 446111

001-11229 Mississippi Power Company 64-020582C
(A Mississippi Corporation
2992 West Beac
Gulfport, Mississippi 3950
(228) 86--1211

33:2-98553 Southern Power Company 58-259867C
(A Delaware Corporatior
30 Ivan Allen Jr. Boulevard, N.\
Atlanta, Georgia 3030
(404) 50t-5000
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Indicate by check mark whether the registrantsh@ye filed all reports required to be filed by $ectl3 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah&or such shorter period that the registrantsre/required to file such reports), a
(2) have been subject to such filing requirememtsHe past 90 days. Yé§ No 7

Indicate by check mark whether the registrants tsmummitted electronically and posted on their cogte Web site, if any, every
Interactive Data File required to be submitted grabted pursuant to Rule 405 of Regulati+T during the preceding 12 months (or for such
shorter period that the registrants were requiredstibmit and post such files). Y& No J (Response applicable only to The Southern
Company at this time.)

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, anraccelerated filer, or a smaller
reporting company. See the definitions of “largeelerated filer,” “accelerated filer” and “smallereporting company” in Rule 12b-2 of the
Exchange Act. (Check ont

Large Smaller
Acceleratec  Acceleratec Non-accelerate( Reporting
Registrant Filer Filer Filer Company
The Southern Compar X
Alabama Power Compar X
Georgia Power Compar X
Gulf Power Compan X
Mississippi Power Compar X
Southern Power Compal X

Indicate by check mark whether the registrant &hell company (as defined in Rule 12b-2 of the &xgh Act.) Ye&7 No &7
(Response applicable to all registrants.)

Description of Shares Outstanding
Registrant Common Stock at March 31, 201(
The Southern Company Par Value $5 Per Share 824,535,66
Alabama Power Company Par Value $40 Per Share 30,537,50
Georgia Power Company Without Par Value 9,261,50!
Gulf Power Company Without Par Value 3,642,71
Mississippi Power Company Without Par Value 1,121,001
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, and SouthemeP@ompany. Information contained herein relatmgny individual registrant is
filed by such registrant on its own behalf. Eadgjisgant makes no representation as to informattating to the other registrants.
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Term

2007 Retail Rate Ple
AFUDC
Alabama Powe
Clean Air Act
DOE

Duke Energy
ECO Plar

EPA

FERC

Fitch

Form 10-K

GAAP

Georgia Powe
Gulf Power
IGCC

lc

Internal Revenue Coc
IRS

KWH

LIBOR

Mirant
Mississippi Powe
mmBtu

Moody's

MW

MWH

NRC

NSR

OCl

PEP

Power Pool

PPA

PSC

Rate ECF
registrants

SCS
SEC
Southern Compan

Southern Company syste

DEFINITIONS

Meaning

Georgia Powe's retail rate plan for the years 2008 through Z

Allowance for funds used during construct

Alabama Power Compar

Clean Air Act Amendments of 19¢

U.S. Department of Ener

Duke Energy Corporatio

Mississippi Powe's Environmental Compliance Overview P

U.S. Environmental Protection Agen

Federal Energy Regulatory Commiss

Fitch Ratings, Inc

Combined Annual Report on Form Kdef Southern Company, Alabama Power, Georgia P
Gulf Power, Mississippi Power, and Southern PowetHe year ended December 31, 2
Generally Accepted Accounting Princip!

Georgia Power Compar

Gulf Power Compan

Integrated coal gasification combined cy

Intercompany Interchange Contr:

Internal Revenue Code of 1986, as amer

Internal Revenue Servi

Kilowatt-hour

London Interbank Offered Ra

Mirant Corporatior

Mississippi Power Compar

Million British thermal unit

Moody's Investors Servic

Megawatt

Megawat-hour

Nuclear Regulatory Commissi¢

New Source Revie\

Other Comprehensive Incor

Mississippi Powe's Performance Evaluation Pl

The operating arrangement whereby the integratadrgéng resources of the traditional
operating companies and Southern Power are subjginht commitment and dispatch in order
to serve their combined load obligatic

Power Purchase Agreeme

Public Service Commissic

Alabama Powe’'s energy cost recovery rate mechan

Southern Company, Alabama Power, Georgia Powef,Rawler, Mississippi Power, and
Southern Powe

Southern Company Services, i

Securities and Exchange Commiss

The Southern Compar

Southern Company, the traditional operating comggrisouthern Power, and other subsidi:

5




Table of Contents

Term

SouthernLINC Wireles
Southern Nucles

Southern Powe

S&P

traditional operating compani
Westinghous:

wholesale revenue

DEFINITIONS
(continued)

Meaning

Southern Communications Services, |

Southern Nuclear Operating Company, |

Southern Power Compal

Standard and Pc’s Ratings Services, a division of The McGraw Hitingpanies, Inc
Alabama Power, Georgia Power, Gulf Power, and dsispi Powe

Westinghouse Electric Company L1

revenues generated from sales for re
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

This Quarterly Report on Form 10-Q contains forwlmaking statements. Forwatdeking statements include, among other thingsestant:
concerning the strategic goals for the wholesatnass, retail sales, customer growth, economuvesy, fuel cost recovery and other rate
actions, environmental regulations and expendifw@amsings, dividend payout ratios, access to &su€ capital, financing activities, start i
completion of construction projects, plans andnested costs for new generation resources, impabeocAmerican Recovery and
Reinvestment Act of 2009, impact of recent healthdagislation, estimated sales and purchases unadepower sale and purchase
agreements, and estimated construction and otlpeneiures. In some cases, forward-looking statésnean be identified by terminology
such as “may,” “will,” “could,” “should,” “expects,“plans,” “anticipates,” “believes,” “estimates;projects,” “predicts,” “potential,” or
“continue” or the negative of these terms or o#tigtilar terminology. There are various factors taild cause actual results to differ
materially from those suggested by the forward-loglstatements; accordingly, there can be no assearthat such indicated results will be
realized. These factors include:

» the impact of recent and future federal and stgelatory change, including legislative and regaidy initiatives regarding deregulation
and restructuring of the electric utility industinplementation of the Energy Policy Act of 200Byigonmental laws including regulation
of water quality, coal combustion byproducts, amissions of sulfur, nitrogen, carbon, soot, pattitsimatter, hazardous air pollutants,
including mercury, and other substances, and ddaages in tax and other laws and regulations telwSbuthern Company and its
subsidiaries are subject, as well as changes iiicafipn of existing laws and regulatior

 current and future litigation, regulatory investiions, proceedings, or inquiries, including tkadging EPA civil actions against certain
Southern Company subsidiaries, FERC matters, IRiSsa@nd Mirant 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, includirfgose relating to weather, the general economy ecavery from the recent recession,
population and business growth (and declines) th@effects of energy conservation meast

» available sources and costs of fui

« effects of inflation;

« ability to control costs and avoid cost overrunsgmtyithe development and construction of faciliti
 investment performance of Southern Comy's employee benefit plans and nuclear decommisgidniists;
» advances in technolog

 state and federal rate regulations and the impfgo¢nding and future rate cases and negotiatinolsiding rate actions relating to fuel and
other cost recovery mechanisr

» regulatory approvals and actions related to titergial Plant Vogtle expansion, including Geor@C and NRC approvals and potential
DOE loan guarantee

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

» potential business strategies, including acqaisstor dispositions of assets or businesses, wdadohot 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 whermudd to perform as require
« the ability to obtain new sh«- and lon¢-term contracts with wholesale custom
« the direct or indirect effect on Southern Comy’'s business resulting from terrorist incidents drathreat of terrorist incident

* interest rate fluctuations and financial markatditions and the results of financing effortsuing 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, earthquakpg=ons, floods, hurricanes, droughts, panderaaith events such as influenzas, or other
similar occurrences

+ the direct or indirect effects on Southern Comygbusiness resulting from incidents affecting th&. electric grid or operation of
generating resource

« the effect of accounting pronouncements issuedgieadlly by standard setting bodies; ¢

» other factors discussed elsewhere herein anthar ceports (including the Form 10-K) filed by tregistrants from time to time with the
SEC.

Each registrant expressly disclaims any obligatioto update any forward-looking statements.

7






Table of Contents

THE SOUTHERN COMPANY
AND SUBSIDIARY COMPANIES
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDED)

For the Three Month
Ended March 31
2010 2009
(in thousands

Operating Revenues:

Retail revenue $3,458,92 $3,064,65!
Wholesale revenue 541,58 451,41.
Other electric revenue 135,43! 122,79¢
Other revenue 21,37¢ 27,43¢
Total operating revenut 4,157,31 3,666,30
Operating Expenses:

Fuel 1,645,15! 1,406,26
Purchased powe 126,56¢ 107,64«
Other operations and maintenal 908,02 871,08:
MC Asset Recovery litigation settleme — 202,00t
Depreciation and amortizatic 343,38( 389,75¢
Taxes other than income tax 212,19! 199,88
Total operating expens 3,235,32. 3,176,63!
Operating Income 921,99 489,67"
Other Income and (Expense)

Allowance for equity funds used during construct 49,39 42,61
Interest incomt 4,787 6,90¢
Leveraged lease income (loss 6,131 9,441
Interest expense, net of amounts capital (222,48 (225,72)
Other income (expense), r (13,437 (13,826)
Total other income and (expen: (175,610 (180,59))
Earnings Before Income Taxe:! 746,38: 309,08!
Income taxe: 235,68 167,16¢
Consolidated Net Income 510,70: 141,91¢
Dividends on Preferred and Preference Stock of Sulibaries 16,19t 16,19t
Consolidated Net Income After Dividends on Preferrd and Preference Stock of Subsidiarie $ 494,50¢ $ 12572:

Common Stock Data:
Earnings per share (EP-

Basic EP< $ 0.6C $ 0.1€

Diluted EPS $ 0.6C $ 0.1€
Average number of shares of common stock outstgn@nthousands

Basic 822,52t 779,85¢

Diluted 824,78 781,64!
Cash dividends paid per share of common s $ 0.437: $ 0.420(

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 (WNDITED)

For the Three Month
Ended March 31
2010 2009
(in thousands

Operating Activities:

Consolidated net incorn $ 510,70: $ 141,91¢
Adjustments to reconcile consolidated net incomieetiocash provided from operating activit—
Depreciation and amortization, to 421,56¢ 456,83:
Deferred income taxe 107,37- (30,38¢)
Deferred revenue (19,84¢) (20,737
Allowance for equity funds used during construct (49,39) (42,617
Leveraged lease income (loss (6,137 (9,447
Pension, postretirement, and other employee bei 4,62 7,97¢
Stock based compensation expe 18,97: 16,95¢
Hedge settlemen — (16,167
MC Asset Recovery litigation settleme — 202,00(
Other, ne (48,53) 8,55(
Changes in certain current assets and liabil—
-Receivable! 43,40: 292,16:
-Fossil fuel stocl 133,27! (160,99)
-Materials and supplie 69¢€ (12,649
-Other current asse (94,609 (67,717
-Accounts payabl (99,95) 80,99¢
-Accrued taxe: (72,599 (185,21}
-Accrued compensatic (112,45) (319,719
-Other current liabilitie: 1,852 49,37
Net cash provided from operating activit 738,96( 401,13:
Investing Activities:
Property addition (1,054,04) (1,136,21)
Investment in restricted cash from pollution cohtavenue bond Q) (49,349
Distribution of restricted cash from pollution cositrevenue bond 7,58 23,07¢
Nuclear decommissioning trust fund purche (238,307 (379,33)
Nuclear decommissioning trust fund se 189,44! 381,28(
Cost of removal, net of salvas (28,247) (30,23)
Change in construction payab 28,19¢ 116,00:
Other investing activitie 7,17C (47,269
Net cash used for investing activiti (1,088,18) (1,122,03))
Financing Activities:
Increase in notes payable, | 132,21: 121,27:
Proceed—

Long-term debt issuanc¢ 350,00( 1,255,92!

Common stock issuanc 147,34! 151,37¢
Redemption—

Long-term debi (255,567) (193,41)
Payment of common stock dividen (359,14) (326,78()
Payment of dividends on preferred and preferermeksif subsidiarie (16,199 (16,265
Other financing activitie (200) (15,619
Net cash provided from (used for) financing acids (1,444 976,49t
Net Change in Cash and Cash Equivalent (350,677 255,59¢
Cash and Cash Equivalents at Beginning of Perio 689,72. 416,58:
Cash and Cash Equivalents at End of Perio $ 339,05( $ 672,18(

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest (net of $20,828 and $18,298 capitalize®@10 and 2009, respective $ 181,93: $ 178,56(
Income taxes (net of refund $ 5,61( $ 172,51

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:

Current Assets:
Cash and cash equivalel
Restricted cash and cash equivale
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 c
Materials and supplies, at average (
Vacation pay
Prepaid expenst
Other regulatory assets, curr:
Other current asse
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated depreciati
Plant in service, net of 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
Miscellaneous property and investme
Total other property and investme|
Deferred Charges and Other Assets
Deferred charges related to income te
Unamortized debt issuance expe
Unamortized loss on reacquired d
Deferred under recovered regulatory clause reve
Other regulatory assets, defer
Other deferred charges and as:
Total deferred charges and other as
Total Assets

2010 2009
(in thousands

$ 339,050 $ 689,72:
35,55¢ 43,13¢
998,67. 953,22.
337,86! 394,49.
197,56! 333,45¢
362,76 374,671
(26,28)) (24,56%)
1,313,711 1,446,98.
798,02 793,84
145,75t 145,04¢
439,41 508,33t
225,16: 166,54¢
52,87( 48,55¢
5,220,13. 5,873,45
54,909,01 53,587,85
19,371,35 19,121,27
35,537,66 34,466,58
679,36! 593,11¢
3,781,36: 4,170,59
39,998,39 39,230,29
1,167,561 1,070,11
616,39« 610,25
284,98« 282,97«
2,068,93 1,963,34.
1,133,67. 1,047,45:
205,41 208,34t
249,78! 254,93t
501,16! 373,24!
2,788,14. 2,701,91i
414,39! 392,88(
5,292,58 4,978,76!
$ 52,580,044 $ 52,045,86

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)

At March 31, At December 3:
Liabilities and Stockholders’ Equity 2010 2009
(in thousands

Current Liabilities:

Securities due within one ye $ 1,243,559 $ 1,112,70!
Notes payabli 769,96 639,19¢
Accounts payabl 1,229,10:i 1,329,44
Customer deposit 337,01 330,58:
Accrued taxe—

Accrued income taxe 74,50¢ 13,00¢

Unrecognized tax benefi 158,99: 165,64!

Other accrued taxe 200,07: 398,38
Accrued interes 229,22: 218,18t
Accrued vacation pa 181,05: 183,91:
Accrued compensatic 141,40¢ 247,95(
Liabilities from risk management activiti 181,52! 124,64¢
Other regulatory liabilities, curre 408,81t 528,14°
Other current liabilitie 360,62( 292,01¢
Total current liabilities 5,515,90: 5,583,82!
Long-term Debt 18,097,95 18,131,24.
Deferred Credits and Other Liabilities:
Accumulated deferred income tay 6,635,33 6,454,82
Deferred credits related to income ta 244 57 248,23
Accumulated deferred investment tax cre 451,15! 447 ,65(
Employee benefit obligatior 2,299,77 2,304,34.
Asset retirement obligatior 1,217,54 1,201,34.
Other cost of removal obligatiol 1,103,06! 1,091,42!
Other regulatory liabilities, deferre 325,96¢ 277,93:
Other deferred credits and liabiliti 412,09 345,88
Total deferred credits and other liabiliti 12,689,51 12,371,63
Total Liabilities 36,303,37 36,086,70
Redeemable Preferred Stock of Subsidiarie 374,49t 374,49¢

Stockholders Equity:
Common Stockholders’ Equity:
Common stock, par value $5 per sh—
Authorized— 1 billion shares
Issuec— March 31, 2010: 825,023,621 Shat
— December 31, 2009: 820,151,801 Shi
Treasury— March 31, 2010: 487,958 Shar
— December 31, 2009: 505,116 She

Par value 4,125,13. 4,100,74.
Paic-in capital 3,141,95: 2,994,24!
Treasury, at cos (15,50¢) (14,799
Retained earning 8,021,81! 7,884,92;
Accumulated other comprehensive | (78,54() (87,779
Total Common Stockholders’ Equity 15,194,84 14,877,33
Preferred and Preference Stock of Subsidiarie 707,32¢ 707,32¢
Total Stockholders’ Equity 15,902,17 15,584,66
Total Liabilities and Stockholders’ Equity $ 52,580,04 $ 52,045,86

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 COMPREHENSIVECOME (UNAUDITED)

For the Three Month
Ended March 31

2010 2009
(in thousands
Consolidated Net Income $510,70: $141,91¢
Other comprehensive income (los
Qualifying hedges
Changes in fair value, net of tax of $786 and $Té2pectively 1,201 1,145
Reclassification adjustment for amounts includedehincome, net of tax of $3,552 and $3,833,
respectively 5,64¢ 6,09¢
Marketable securitiet
Change in fair value, net of tax of $1,144 and $8&pectively 2,02¢ 734
Pension and other post retirement benefit pl
Reclassification adjustment for amounts includedehincome, net of tax of $230 and $222,
respectively 36E 35C
Total other comprehensive income (loss) 9,23¢ 8,32¢
Dividends on preferred and preference stock ofididiges (16,199 (16,199
Comprehensive Income $503,74t $134,05(

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 2010 vs. FIRST QUARTER 2009

OVERVIEW

Discussion of the results of operations is focuse&outhern Company’s primary business of eletyrgales in the Southeast by the
traditional operating companies — Alabama Powenr@ia Power, Gulf Power, and Mississippi Power & 8outhern Power. The traditional
operating companies are vertically integratedtigsi providing electric service in four Southeaststates. Southern Power constructs,
acquires, owns, and manages generation assetgliélsctricity at market-based rates in the weale market. Southern Company’s other
business activities include investments in leveddgase projects, telecommunications, and reneveatdegy projects. For additional
information on these businesses, see BUSINESS -Sohthern Company System — “Traditional Operatiogn@anies,” “Southern Power,”
and “Other Businesses” in Item 1 of the Form 10-K.

Southern Company continues to focus on severapkeprmance indicators. These indicators includgamer satisfaction, plant availability,
system reliability, and earnings per share. Foiteuhél information on these indicators, see MANABGENT'S DISCUSSION AND
ANALYSIS — OVERVIEW - “Key Performance Indicatorsf Southern Company in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$368.8 293.3

Southern Company'’s first quarter 2010 net inconter afividends on preferred and preference stodubsidiaries was $494.5 million ($0.60
per share) compared to $125.7 million ($0.16 parepfor the first quarter 2009. The increase ffierfirst quarter 2010 when compared to the
corresponding period in 2009 was primarily the ltesfia litigation settlement agreement with MC AsRecovery, LLC (MC Asset

Recovery) in the first quarter 2009; increasesirenues due to significantly colder weather; theréimation of the regulatory liability related
to other cost of removal obligations at Georgia Boas authorized by the Georgia PSC; and reverasesiated with increases in rates under
Alabama Power’s Rate Stabilization and Equalizaitan (Rate RSE) and Rate Certificated New Plan¢fiwironmental costs (Rate CNP
Environmental) that took effect January 2010. Tiwease for the first quarter 2010 was partialfgetfby increases in operations and
maintenance expenses.

Retail Revenue:
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$394.3 12.9

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

In the first quarter 2010, retail revenues were&l@dillion compared to $3.06 billion for the copesding period in 2009. Details of the
change to retail revenues follow:

First Quarter

2010
(in millions) (% change
Retail— prior year $3,064.’
Estimated change —

Rates and pricin 75.2 235

Sales growth (decline 11k 0.4

Weathel 125.¢ 4.1

Fuel and other cost recove 181.t 5.6
Retail— current yea $3,458.¢ 12.9%

Revenues associated with changes in rates andgiigreased in the first quarter 2010 when contbtrehe corresponding period in 2009
primarily due to Rate RSE and Rate CNP Environméntacases at Alabama Power effective January 20@0recovery of environmental
compliance costs at Gulf Power.

Revenues attributable to changes in sales growteased in the first quarter 2010 when comparegldgaorresponding period in 2009 due to
a 2.6% increase in weather-adjusted retail KWHssdlbis increase was mainly due to a 6.9% increaseather-adjusted industrial KWH
sales and a 1.6% increase in weather-adjusteceramtiKWH sales, partially offset by a 0.3% desea weatherndjusted commercial KW
sales. The increase in weather-adjusted industéH sales was primarily due to increased producéictivity in the primary metals,
transportation, and chemical sectors.

Revenues resulting from changes in weather incde®$25.8 million in the first quarter 2010 as autesf significantly colder weather when
compared to the corresponding period in 2009.

Fuel and other cost recovery revenues increasetl $hdillion in the first quarter 2010 when compatedhe corresponding period in 2009.
Electric rates for the traditional operating comiparinclude provisions to adjust billings for fluations in fuel costs, including the energy
component of purchased power costs. Under thesésmns, fuel revenues generally equal fuel expgniseluding the fuel component of
purchased power costs, and do not affect net income

Wholesale Revenues
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$90.2 20.0

In the first quarter 2010, wholesale revenues #&rEL.6 million compared to $451.4 million for theresponding period in 2009. Wholesale
fuel revenues, which are generally offset by whalke$uel expenses and do not affect net incomesased $80.7 million in the first quarter
2010 when compared to the corresponding perio®@92Excluding wholesale fuel revenues, wholesatemues increased $9.5 million in
the first quarter 2010 when compared to the comedimg period in 2009. The increase in the firsarter 2010 was primarily due to higher
energy prices and a 10.1% increase in KWH salesagrily resulting from significantly colder weath#hen compared to the corresponding
period in 2009. Also contributing to the increaserevenergy and capacity revenues under a new PRAelhan in January 2010 at Southern
Power.
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Other Electric Revenues
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$12.6 10.3

In the first quarter 2010, other electric revenwese $135.4 million compared to $122.8 million foe corresponding period in 2009. The
increase in the first quarter 2010 when compardteaorresponding period in 2009 was primarilyréssult of a $5.7 million increase in
transmission revenues, a $2.8 million increase#yeneration revenues due to increased sales vpamdea $2.3 million increase in rents
from electric property. The increase in the firsager 2010 was partially offset by a decreasewenues from other energy services of
$5.2 million. Revenues from co-generation and o#margy services are generally offset by relatgeéeges and do not affect net income.

Other Revenues

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(6.0) (22.1)

In the first quarter 2010, other revenues were4#iillion compared to $27.4 million for the corresypling period in 2009. The decrease for
the first quarter 2010 when compared to the comedimg period in 2009 was primarily the result &6 million decrease in revenues at
SouthernLINC Wireless related to lower average mereeper subscriber and fewer subscribers due tedased competition in the industry.

Fuel and Purchased Power Expenses

First Quarter 201

VS.
First Quarter 200
(change in millions (% change’
Fuel* $238.¢ 17.C
Purchased powe 18.¢ 17.€

Total fuel and purchased power exper $257.¢

* Fuel includes fuel purchased by the Southern Gomgystem for tolling agreements where power ieggted by the provider and is
included in purchased power when determining thexaye cost of purchased pow

Fuel and purchased power expenses for the firstequ2010 were $1.77 billion compared to $1.51idnillfor the corresponding period in
2009. The increase for the first quarter 2010 wemmpared to the corresponding period in 2009 wasapily the result of a $121.6 million
net increase related to total KWHs generated anchpsed and a $136.2 million increase in the aeecagt of fuel and purchased power.
increase in the total KWHs generated and purchaesadted primarily from increased generation, draihcrease in average cost of fuel and
purchased power resulted primarily from higher ids&l prices when compared to the correspondiagaal in 2009.

Fuel expenses at the traditional operating comgaanie generally offset by fuel revenues and daffett net income. See FUTURE
EARNINGS POTENTIAL — “State PSC Matters — RetaieFCost Recovery” herein for additional informatidtuel expenses incurred under
Southern Power’s PPAs are generally the respoitgibfithe counterparties and do not significaratffect net income.
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Details of Southern Company’s cost of generatich@urchased power are as follows:

First Quarte! First Quarte Percen
Average Cos 2010 2009 Change
(cents per net KWF
Fuel 3.5¢ 3.4C 5.€
Purchased powe 7.82 5.0¢ 53.€

Energy purchases will vary depending on demaneriergy within the Southern Company service areathrket cost of available energy as
compared to the cost of Southern Company systerargted energy, and the availability of Southern gany system generation.

Other Operations and Maintenance Expenses
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$36.9 4.2

In the first quarter 2010, other operations andntemiance expenses were $908.0 million comparefa.$ million for the corresponding
period in 2009. The increase in the first quar@&®@when compared to the corresponding period @@ 2@as primarily the result of a

$22.4 million increase in fossil, hydro, and nucleapenses mainly due to scheduled outages, af &iilion increase in commodity and
labor costs, a $17.6 million increase in affiliatsdvice company expenses, and an $8.2 milliorease in the injuries and damages reserve.
The increase for the first quarter 2010 was pdytiafset by a $29.4 million charge in the firstagter 2009 in connection with a voluntary
attrition plan at Georgia Power.

MC Asset Recovery Litigation Settleme
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$(202.0) N/M

N/M — Not Meaningful

In the first quarter 2009, Southern Company enterteda litigation settlement agreement with MC étsRecovery which resulted in a charge
of $202.0 million and required MC Asset Recoverydfease Southern Company and certain other desijagoidance actions assigned to
MC Asset Recovery in connection with Mirant’s plafireorganization, as well as to release all astagainst current or former officers and
directors of Mirant and Southern Company that haveould have been filed. The settlement has beerpteted and resolves all claims by
MC Asset Recovery against Southern Company. In 2008, the case was dismissed with prejudice. $te (B) to the Condensed Financ
Statements under “Mirant Matters” herein for additl information.

Depreciation and Amortizatiol
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$(46.4) (11.9)

In the first quarter 2010, depreciation and amatiim was $343.4 million compared to $389.8 millfonthe corresponding period in 2009.
The decrease for the first quarter 2010 when coetptar the corresponding period 2009 was primakhigyresult of amortization of

$60.3 million of the regulatory liability related bther cost of removal obligations as authorizgthe Georgia PSC. This decrease for the
first quarter 2010 was partially offset by depréoiaon additional plant in service related to smaussion, distribution, and environmental
projects at Georgia Power. See Note 3 to the fiahstatements of Southern Company in Item 8 offfbien 10-K under “Retail Regulatory
Matters — Georgia Power — Cost of Removal” for eiddal information on the other cost of removalukedory liability.
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Taxes Other Than Income Taxes
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$12.3 6.2

In the first quarter 2010, taxes other than incéaxes were $212.2 million compared to $199.9 milfior the corresponding period in 2009.
The increase for the first quarter 2010 when coegbéo the corresponding period in 2009 was primpdhié result of increases in municipal
franchise fees at Georgia Power resulting fromaases in retail revenues.

Allowance for Funds Used During Constructio
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$6.8 15.9

In the first quarter 2010, AFUDC equity was $49.illion compared to $42.6 million for the correspamglperiod in 2009. The increase for
the first quarter 2010 when compared to the comaedimg period in 2009 was primarily due to the @a&ge in construction work in progress
balances related to three new combined cycle géngnanits and two new nuclear generating unitSedrgia Power, as well as ongoing
environmental and transmission projects. This iaseefor the first quarter 2010 was partially oftsgtdecreases in construction work in
progress related to the completion of environmeprajlects at generating facilities at Alabama Poaret Gulf Power.

Income Taxes
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$68.5 41.0

In the first quarter 2010, income taxes were $284illilon compared to $167.2 million for the corresypling period in 2009. The increase for
the first quarter 2010 when compared to the cooedimg period in 2009 was primarily the result @ftter pretax earnings, partially offset |
a decrease in uncertain tax positions of $16.0anithit Georgia Power related to state income tegits that remain subject to litigation. See
FUTURE EARNINGS POTENTIAL — “Income Tax Matters -e@rgia State Income Tax Credits” and Note (B) so@ondensed Financial
Statements under “Income Tax Matters — Georgiae3tetome Tax Credits” herein for additional infortioa.

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areeuatssarily indicative of Southern Companfiture earnings potential. The level of Sout
Company’s future earnings depends on numerousrfatitat affect the opportunities, challenges, asidsrof Southern Company’s primary
business of selling electricity. These factorsudel the traditional operating companies’ abilityrtaintain a constructive regulatory
environment that continues to allow for the recgwarall prudently incurred costs during a timdmdreasing costs. Other major factors
include profitability of the competitive wholesadapply business and federal regulatory policy, Whitay impact Southern Company’s level
of participation in this market. Future earningstfee electricity business in the near term wilbelied, in part, upon maintaining energy sales
which is subject to a number of factors. Theseofaanclude weather, competition, new energy catdravith neighboring utilities and other
wholesale customers, energy conservation prachgemlistomers, the price of electricity, the pritastcity of demand, and the rate of
economic growth or decline in the service areaddition, the level of future earnings for the wdsale supply business also depends on
numerous factors including creditworthiness of
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customers, total generating capacity availabl&énSoutheast, future acquisitions and constructiagyenerating facilities, and the successful
remarketing of capacity as current contracts explexessionary conditions have impacted salehéitraditional operating companies and
have negatively impacted wholesale capacity reveati&outhern Power. The timing and extent of do@memic recovery will impact growth
and may impact future earnings. For additionalrimfation relating to these issues, see RISK FACTOR&m 1A and MANAGEMENT’'S
DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAbLf Southern Company in Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atiegtoenvironmental statutes and regulations coffiétearnings if such costs cannot
continue to be fully recovered in rates on a timmgis. See MANAGEMENT’'S DISCUSSION AND ANALYSISFUTURE EARNINGS
POTENTIAL — “Environmental Matters” of Southern Cpamy in Item 7 and Note 3 to the financial statetmeh Southern Company under
“Environmental Matters” in Item 8 of the Form 10fét additional information.

Carbon Dioxide Litigation
New York Cas

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — New York Case” of Southern Cpamy in Item 7 and Note 3 to the financial statetmef Southern Company under
“Environmental Matters — Carbon Dioxide LitigatierNew York Case” in Item 8 of the Form 10-K for &auhal information regarding
carbon dioxide litigation. The U.S. Court of Appeé&br the Second Circuit denied the defendantstipetfor rehearing en banc on March 5,
2010 and granted the defendants’ request to seagnindate to allow the defendants to file a petitay writ of certiorari with the U.S.
Supreme Court on March 16, 2010. The ultimate au&of these matters cannot be determined at thés ti

Other Litigation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — Other Litigation” of Southeil@ompany in Item 7 and Note 3 to the financial stegets of Southern Company under
“Environmental Matters — Carbon Dioxide LitigatierOther Litigation” in Item 8 of the Form 10-K fadditional information regarding
carbon dioxide litigation related to Hurricane Kia&. On February 26, 2010, the U.S. Court of Appéal the Fifth Circuit granted the
defendants’ petition for rehearing en banc. Thienalte outcome of this matter cannot be determin¢aistime.

Air Quality

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envimmental
Statutes and Regulations — Air Quality” of South€mpany in Item 7 of the Form 10-K for informatimygarding the Industrial Boiler
Maximum Achievable Control Technology regulatio®s April 29, 2010, the EPA issued a proposed tud would establish emissions

limits for various hazardous air pollutants typigamitted from industrial boilers, including biosgboilers. The EPA is required to finalize
the rules by December 16, 2010. The impact of tbesposed regulations will depend on their finahicand any legal challenges, and cannot
be determined at this time.

Coal Combustion Byproducts

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envimmental
Statutes and Regulations — Coal Combustion Bypitstio€ Southern Company in Item 7 of the Form 1@eKinformation regarding
potential additional regulation of coal combustiyproducts. On May 4, 2010, the EPA issued a prapesjuesting comments on two
potential regulatory options for management angdatial
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of coal combustion byproducts, either of which cotdquire conversion of existing storage unitdrted landfills with additional waste
management and groundwater monitoring requiremelmder both options, the EPA proposes to exempbémeficial reuse of coal
combustion byproducts from regulation. The outcarhihese proposed regulations will depend on ttireéd form and any legal challenges,
and cannot be determined at this time. Howeveritiadd! regulation of coal combustion byproductsiidohave a significant impact on the
traditional operating companies’ management, berfise, and disposal of such byproducts and amgdlt in significant additional
compliance costs that could affect future unitrestient and replacement decisions and results eatipes, cash flows, and financial
condition if such costs are not recovered throwgjulated rates.

Global Climate Issues

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Glob@limate
Issues” of Southern Company in Item 7 of the Fo@¥Kifor information regarding the potential for iskgtion and regulation addressing
greenhouse gas and other emissions. On April 10,20& EPA issued a final rule regulating greenkaass emissions from new motor
vehicles under the Clean Air Act. The EPA has st#tat, once this rule becomes effective on Jan2a2@11, carbon dioxide and other
greenhouse gases will become regulated pollutardsrithe Prevention of Significant DeterioratiolS[P preconstruction permit program
and the Title V operating permit program, whichtbapply to power plants. As a result, the consimnodf new facilities or the major
modification of existing facilities could triggetné requirement for a PSD permit and the instaltatibthe best available control technology
for carbon dioxide and other greenhouse gasesEPHealso published a proposed rule governing h@salprograms would be applied to
stationary sources, including power plants, in ®etd®2009. The EPA is expected to finalize this pemal rule during 2010. The ultimate
outcome of these proposed and final rules canndetermined at this time and will depend on addd#laegulatory action and any legal
challenges.

State PSC Matters
Retail Fuel Cost Recover

The traditional operating companies each have ksitald fuel cost recovery rates approved by thespective state PSCs. In recent years, the
traditional operating companies have experiencéakility in pricing of fuel commaodities with highehan expected pricing for coal and
uranium and volatile price swings in natural gadsede higher fuel costs have resulted in total uretmvered fuel costs included in the
balance sheets of Georgia Power and Gulf Powepmioaimately $696 million at March 31, 2010. Alatmfower and Mississippi Power
collected all previously under recovered fuel castd, as of March 31, 2010, had a total over resul/&iel balance of $208 million. At
December 31, 2009, total under recovered fuel dnstsded in the balance sheets of Georgia PoweiGarif Power were approximately
$667 million and Alabama Power and Mississippi Pola a total over recovered fuel balance of $2#Bom Fuel cost recovery revenues
are adjusted for differences in actual recoveridgécosts and amounts billed in current regulageds. Accordingly, changes to the billing
factors will have no significant effect on South€@ompany’s revenues or net income but will affexgtcflow. The traditional operating
companies continuously monitor the under or oveovered fuel cost balances. See MANAGEMENT'S DISGUEN AND ANALYSIS -
FUTURE EARNINGS POTENTIAL — “PSC Matters — Fuel €&ecovery” of Southern Company in Item 7 and Ngte the financial
statements under “Retail Regulatory Matters — Atadbd@ower — Fuel Cost Recovery” and “Retail Regmjakdatters — Georgia Power — Fuel
Cost Recovery” in Item 8 of the Form 10-K for adiatial information.

On March 11, 2010, the Georgia PSC voted to appitowstipulation among Georgia Power, the Geor§@& Public Interest Advocacy Staff,
and three customer groups with the exception tratihder recovered fuel balance be collected a¥endnths. The new rates, which became
effective April 1, 2010, will result in an increasapproximately $373 million to Georgia Poweidsal annual fuel cost recovery billings.
Georgia Power is required to file its next fueleay March 1, 2011.
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Legislation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Legislation” of Southern Compgin
Iltem 7 of the Form 10-K for additional information.

On March 23, 2010, the Patient Protection and Affibte Care Act (PPACA) was signed into law andMamch 30, 2010, the Health Care
and Education Reconciliation Act of 2010 (HCERA atodjether with PPACA, the Acts), which makes vasiamendments to certain aspects
of the PPACA, was signed into law. The Acts effesly change the tax treatment of federal subsigéed to sponsors of retiree health benefit
plans that provide prescription drug benefits Hratat least actuarially equivalent to the corradpa benefits provided under Medicare

Part D. The federal subsidy paid to employers wasduced as part of the Medicare Prescription Dhugrovement, and Modernization Act
of 2003 (MPDIMA). Since the 2006 tax year, South€ompany and the traditional operating compani&e lheen receiving the federal
subsidy related to certain retiree prescriptiorgdrlans that were determined to be actuarially\egent to the benefit provided under
Medicare Part D. Under the MPDIMA, the federal sdppsloes not reduce an employer’s income tax déaluédr the costs of providing such
prescription drug plans nor is it subject to incampeindividually. Under the Acts, beginning in Z)-an employer’s income tax deduction for
the costs of providing Medicare Part D-equivalenispription drug benefits to retirees will be reeldiby the amount of the federal subsidy.
Under GAAP, any impact from a change in tax law nlugsrecognized in the period enacted regardlefizecéffective date; however, as a
result of state regulatory treatment, this charagbio material impact on the financial statemehoathern Company. Southern Compar

in the process of assessing the extent to whicketfislation may affect its future health care agldted employee benefit plan costs. Any
future impact on the financial statements of Soutli@mpany cannot be determined at this time.

On April 28, 2010, Southern Company signed a S@&d Investment Grant agreement with the DOE, fdiyr&ccepting a $165 million
grant under the American Recovery and Reinvesti®ienof 2009. This funding, to be matched by South@ompany, will be used for
transmission and distribution automation and modation projects.

Income Tax Matters
Georgia State Income Tax Credits

Georgia Power’s 2005 through 2008 income tax fgifiy the State of Georgia include state incomectasits for increased activity through
Georgia ports. Georgia Power had also filed singlaims for the years 2002 through 2004. The Gedbgpartment of Revenue has not
responded to these claims. In July 2007, GeorgieeP&led a complaint in the Superior Court of ultCounty to recover the credits claimed
for the years 2002 through 2004. On March 22, 2€ié Superior Court of Fulton County ruled in faediGeorgia Power’s motion for
summary judgment. On April 30, 2010, the Georgip&tment of Revenue filed its notice of appeal wlith Georgia Court of Appeals. An
unrecognized tax benefit has been recorded retattbse credits. If Georgia Power prevails, th@siens could have a significant, and
possibly material, positive effect on Southern Camys net income. If Georgia Power is not successhynent of the related state tax ca
have a significant, and possibly material, negagiffect on Southern Company’s cash flow. See Ndtethe financial statements of Southern
Company under “Unrecognized Tax Benefits” in Iterof 8he Form 10-K and Note (G) to the Condenseaiidral Statements herein for
additional information. The ultimate outcome ofstmatter cannot now be determined.

Construction Projects

The subsidiary companies of Southern Company agagad in continuous construction programs to acocodate existing and estimated
future loads on their respective systems. SoutBempany intends to continue its strategy of devialpand constructing new generating
facilities, including units at Southern Power, pseed new nuclear units, and a proposed IGCC facilg well as adding environmental
control equipment and expanding the transmissiahdiéstribution systems. For the traditional opergttompanies, major generation
construction projects are subject to state
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PSC approvals in order to be included in retagsatWhile Southern Power generally constructs agdiees generation assets covered by
long-term PPAs, any uncontracted capacity coulditiegly affect future earnings. See Note 7 to tharfcial statements of Southern
Company under “Construction Program” in Item 8haf Form 10-K for estimated construction expendgtdoe the next three years. In
addition, see Note 3 to the financial statemenSaifthern Company under “Retail Regulatory Matte@eorgia Power — Nuclear
Construction” and “Retail Regulatory Matters — bri@ted Coal Gasification Combined Cycle” in Iteraf8he Form 10-K and Note (B) to the
Condensed Financial Statements under “Retail Regyldlatters — Nuclear” and “Retail Regulatory Mat — Integrated Coal Gasification
Combined Cycle” herein for additional information.

Other Matters

Southern Company and its subsidiaries are invailvegrious other matters being litigated, regulatmatters, and certain tax-related issues
that could affect future earnings. In addition, ®eun Company and its subsidiaries are subjecttimio claims and legal actions arising in
ordinary course of business. The business actuitfecSsouthern Company’s subsidiaries are subjeextensive governmental regulation
related to public health and the environment, sashegulation of air emissions and water dischailgégation over environmental issues ¢
claims of various types, including property damagg@sonal injury, common law nuisance, and citigeforcement of environmental
requirements such as opacity and air and wateitgsthndards, has increased generally througt@utiited States. In particular, personal
injury and other claims for damages caused by eflezxposure to hazardous materials, and commonu@ance claims for injunctive relief
and property damage allegedly caused by greentgassand other emissions, have become more frequeaultimate outcome of such
pending or potential litigation against Southernm@®any and its subsidiaries cannot be predicteldistime; however, for current proceedil
not specifically reported herein or in Note 3 te financial statements of Southern Company in Beohthe Form 10-K, management does
not anticipate that the liabilities, if any, arigifrom such current proceedings would have a nwtadverse effect on Southern Company’s
financial statements.

The extent of coastal contamination resulting ftbw oil spill that began in April 2010 in the Golf Mexico has potential impacts on certain
steam plant operations as well as potential sicgnifi economic impacts on the affected areas wibithern Compang’service territory. Tt
ultimate impact of this matter cannot be determiaethis time.

See the Notes to the Condensed Financial Statermergs for discussion of various other contingesciegulatory matters, and other mat
being litigated which may affect future earningsemtial.

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 estimate 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. See MANAGEMENT'S DISCUSSIONB ANALYSIS — ACCOUNTING POLICIES — “Application o€ritical
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, Unbilled Revenues, and Pension and
Other Postretirement Benefits.
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FINANCIAL CONDITION AND LIQUIDITY
Overview

Southern Company’s financial condition remainedlstat March 31, 2010. Southern Company intenad®idinue to monitor its access to
short-term and long-term capital markets as weitsaank credit arrangements to meet future chaitd liquidity needs. See “Sources of
Capital” and “Financing Activities” herein for adidinal information.

Net cash provided from operating activities tote#@89.0 million for the first quarter 2010, an iease of $337.8 million from tf
corresponding period in 2009. Significant changesgerating cash flow for the first quarter 201@ampared to the corresponding period in
2009 include an increase in net income as prewatistussed and a reduction in fossil fuel stoadt dash used for investing activities tote
$1.1 billion for the first quarter 2010. This améwas unchanged from the corresponding period @92dhd consisted primarily of property,
plant, and equipment additions. Net cash usedranting activities totaled $1.4 million for thedfi quarter 2010, a decrease of

$977.9 million from the corresponding period in 20Primarily due to fewer issuances of securitrethe first quarter 2010.

Significant balance sheet changes for the firsttgu2010 include a decrease in cash and cashagnts of $351 million and an increase of
$768 million in total property, plant, and equipréar the installation of equipment to comply wehvironmental standards and construction
of generation, transmission, and distribution féies. Other significant changes include an inoeaasequity of $318 million.

The market price of Southern Compasigbmmon stock at March 31, 2010 was $33.16 peegbased on the closing price as reported ol
New York Stock Exchange) and the book value was4RlBer share, representing a me-to-book ratio of 180%, compared to $33.32,
$18.15, and 184%, respectively, at the end of 2088.dividend for the first quarter 2010 was $051p@ér share compared to $0.42 per share
in the first quarter 2009. In April 2010, the qealy dividend payable in June 2010 was increasé&Did55 per share.

Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsrad
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@ngridebt, as well as the related interest,
preferred and preference stock dividends, leasest, funding requirements, other purchase commitspemrecognized tax benefits and
interest, and derivative obligations. Approximatl.24 billion will be required through March 3112 for maturities of long-term debt. The
construction programs are subject to periodic r\dad revision, and actual construction costs nay from these estimates because of
numerous factors. These factors include: changbasimess conditions; changes in load projectionanges in environmental statutes and
regulations; changes in nuclear plants to meetnegwlatory requirements; changes in FERC rulesragdlations; PSC approvals; changes in
legislation; the cost and efficiency of construstiabor, equipment, and materials; project scopkdasign changes; and the cost of capite
addition, there can be no assurance that costedeia capital expenditures will be fully recovered

Sources of Capital

Southern Company intends to meet its future cap#atls through internal cash flow and externalrifydesuances. Equity capital can be
provided from any combination of Southern Compasyek plans, private placements, or public offgsinThe amount and timing of
additional equity capital to be raised in 2010wadl as in subsequent years, will be contingenSonthern Company’s investment
opportunities. The traditional operating compamied Southern Power plan to obtain the funds redqdoeconstruction and other purposes
from sources similar to those used in the pastclvhiere primarily from operating cash flows, seguissuances, term loans, short-term
borrowings, and equity contributions from South€mpany.
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However, the amount, type, and timing of any futiimancings, if needed, will depend upon prevailmgrket conditions, regulatory approy
and other factors. See MANAGEMENT'S DISCUSSION AMINALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Sources of
Capital” of Southern Company in Item 7 of the Fdr@rK for additional information.

In addition, on February 16, 2010, the DOE offe@abrgia Power a conditional commitment for fedéah guarantees that would apply to
future Georgia Power borrowings related to two @iddal nuclear units on the site of Plant Vogtl&a(® Vogtle Units 3 and 4). Any
borrowings guaranteed by the DOE would be full tese to Georgia Power and secured by a first yiben on Georgia Power’s 45.7%
undivided ownership interest in Plant Vogtle Urdtand 4. Total guaranteed borrowings would not ed¢#% of eligible project costs, or
approximately $3.4 billion, and are expected tdureled by the Federal Financing Bank. Georgia Pdwasr90 days to accept the conditional
commitment. Georgia Power will work with the DOEfitwalize loan guarantees. Final approval and isseaf loan guarantees by the DOE
are subject to receipt of the combined construcioe operating license for Plant Vogtle Units 3 drfcom the NRC, negotiation of definiti
agreements, completion of due diligence by the D@&gipt of any necessary regulatory approvals satidfaction of other conditions. There
can be no assurance that the DOE will issue loanagutees for Georgia Power.

Southern Company’s current liabilities frequentkgeed current assets because of the continued ghem-term debt as a funding source to
meet cash needs as well as scheduled maturitleagterm debt. To meet short-term cash needs antihgencies, Southern Company has
substantial cash flow from operating activities aedess to capital markets, including commercipeparograms (which are backed by bank
credit facilities), to meet liquidity needs. At Mdr31, 2010, Southern Company and its subsidihadsapproximately $339 million of cash
and cash equivalents and approximately $4.8 bitibnnused committed credit arrangements with ba@kshe unused credit arrangements,
$1.3 billion expire in 2010, $235 million expire 2011, and $3.2 billion expire in 2012. Of the éredrangements expiring in 2010 and 2C
$81 million contain provisions allowing two-yearreloans executable at expiration and $692 miltiontain provisions allowing one-year
term loans executable at expiration. At March 31,® approximately $1.8 billion of the credit fédds were dedicated to providing liquidity
support to the traditional operating companiesialae rate pollution control revenue bonds. Subsatto March 31, 2010, Georgia Power
and Gulf Power renewed credit arrangements tot&l5@p million and extended the expiration date3dbl. Of these facilities, $200 million
contain provisions allowing one-year term loanscexable at expiration. See Note 6 to the finanstaiements of Southern Company under
“Bank Credit Arrangements” in Item 8 of the FormKH@nd Note (E) to the Condensed Financial Statésnemder “Bank Credit
Arrangements” herein for additional information.€eTinaditional operating companies may also meet-4¢bom cash needs through a Soutt
Company subsidiary organized to issue and sell cortial paper at the request and for the benefiagh of the traditional operating
companies. At March 31, 2010, the Southern Comggatem had approximately $770 million of commerpigber borrowings outstanding.
Management believes that the need for working abpén be adequately met by utilizing commerciglggrograms, lines of credit, and
cash.

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 Compaugler “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. In

April 2010, Mississippi Power was required to nptifie lessor, Juniper Capital L.P., if it intendederminate the lease at the end of the ir
term expiring in October 2011. Mississippi Poweos# not to give notice to terminate the lease. isBg®i Power has the option to purchase
the units or renew the lease. The ultimate outcohtbis matter cannot be determined at this time.
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Credit Rating Risk

Southern Company does not have any credit arrangsrtieat 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 aecged payment, in the event of a credit re
change of certain subsidiaries to BBB and BaaBRB- and/or Baa3 or below. These contracts arglfigisical electricity purchases and
sales, fuel purchases, fuel transportation anégéremissions allowances, energy price risk mamagg and construction of new generat
At March 31, 2010, the maximum potential collateegjuirements under these contracts at a BBB aa@ Biing were approximately

$9 million and at a BBB- and/or Baa3 rating werpragimately $453 million. At March 31, 2010, the xiraum potential collateral
requirements under these contracts at a ratingvoBBB- and/or Baa3 were approximately $2.3 billi@enerally, collateral may be provided
by a Southern Company guaranty, letter of creditash. Additionally, any credit rating downgradelld impact Southern Company’s ability
to access capital markets, particularly the sheariitdebt market.

On January 22, 2010, Fitch applied new guideliegsurding the ratings of various hybrid capitalinstents and preferred securities of
companies in all sectors, including banks, insumos-bank financial institutions, and non-finahcierporate entities, including utilities. As a
result, the Fitch ratings of the preferred stockf@rence stock, and long-term debt payable ttisg#d trusts of the traditional operating
companies decreased from A to A- at Alabama PowerGeorgia Power, from A- to BBB+ at Gulf Powerddrom A+ to A at Mississippi
Power. These ratings are not applicable to thetastl requirements described above.

Market Price Risk

Southern Company’s market risk exposure relativieterest rate changes for the first quarter 20d9riot changed materially compared with
the December 31, 2009 reporting period. Since rifgignt portion of outstanding indebtedness ifxad rates, Southern Company is not
aware of any facts or circumstances that woulditigmtly affect exposures on existing indebtedriagbe near term. However, the impac
future financing costs cannot now be determined.

Due to cost-based rate regulation, the traditioparating companies continue to have limited exposumarket volatility in interest rates,
commodity fuel prices, and prices of electricity.dddition, Southern Power’s exposure to markedtilidy in commodity fuel prices and
prices of electricity is limited because its lomgrh sales contracts shift substantially all fuedtgesponsibility to the purchaser. However,
during 2010, Southern Power is exposed to markeatility in energy-related commodity prices as aule of sales of uncontracted generating
capacity. The traditional operating companies cw#ito manage fuel-hedging programs implementetheeguidelines of their respective
state PSCs. To mitigate residual risks relativeméwements in electricity prices, the traditionaéogiing companies enter into physical fixed-
price contracts for the purchase and sale of éé@gtthrough the wholesale electricity market. mdigate residual risks relative to moveme

in gas prices, the registrants may enter into figgde contracts for natural gas purchases; howevsignificant portion of contracts are pri

at market. As such, Southern Company had no mhtdrdage in market risk exposure for the first gera2010 when compared with the
December 31, 2009 reporting period.

25




Table of Contents

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

The changes in fair value of energy-related dereatontracts for the three months ended Marct2810 were as follows:

First Quarter

2010

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pe@gsets (liabilities), ni $(17€)
Contracts realized or settl 43
Current period chang¢® (137)
Contracts outstanding at the end of the periodgtagtabilities), ne $(272)

(a) Current period changes also include the chaimgiasr value of new contracts entered into dutiing period, if any.

The change in the fair value positions of the epeeiated derivative contracts for the three momthded March 31, 2010 was a decrease of
$94 million, substantially all of which is due tataral gas positions. The change is attributableotb the volume and prices of natural gas
March 31, 2010, Southern Company had a net hedgereoof 141 million mmBtu (includes location basfsl.2 million mmBtu) with a
weighted average contract cost approximately $ge€d5mmBtu above market prices, compared to 145amithmBtu at December 31, 2009
with a weighted average contract cost approxim&éi&l23 per mmBtu above market prices. The majarfithe natural gas hedges are
recovered through the traditional operating comgsirfuel cost recovery clauses.

The fair value of energy-related derivative consday hedge designation reflected in the finarstialements as assets (liabilities) consists of
the following:

Asset (Liability) Derivatives March 31, 2010 December 31, 200!
(in millions)

Regulatory hedge $(272) $(17E)

Cash flow hedge 2 2

Not designate! (2 Q)

Total fair value $(272) $(17¢)

Energy-related derivative contracts that are deg@ghas regulatory hedges relate to the traditiopatating companies’ fuel-hedging
programs, where gains and losses are initiallyrdembas regulatory liabilities and assets, respelgtiand then are included in fuel expens
they are recovered through the fuel cost recovienyses. Gains and losses on energy-related deggdtiat are designated as cash flow
hedges are mainly used by Southern Power to hettgggpated purchases and sales and are initiafigroe in OCI before being recognized
in income in the same period as the hedged transa@ains and losses on energjated derivative contracts that are not desighatdail to
qualify as hedges are recognized in the statenoéimsome as incurred.

Total net unrealized pre-tax gains (losses) reamghin income for the three months ended Marcl2810 and 2009 for energy-related
derivative contracts that are not hedges were{llipn and $(1) million, respectively.
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The maturities of the energy-related derivativetameis and the level of the fair value hierarchwimich they fall at March 31, 2010 are as
follows:

March 31, 2010
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $ — $ — $ — $—
Level 2 (272) (163 (108 1)
Level 3 — — — —
Fair value of contracts outstanding at end of gk $(272) $(163) $(10¢) $@)

Southern Company uses over-the-counter contraatsatk not exchange traded but are fair valuedyysiices which are actively quoted, and
thus fall into Level 2. See Note (C) to the CondeghBinancial Statements herein for further disarsen fair value measurements.

For additional information, see MANAGEMENT’S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Southern Company in ItemritldNote 1 under “Financial Instruments” and Noted the financial statements of
Southern Company in Iltem 8 of the Form 10-K andeNebt) to the Condensed Financial Statements herein.

Financing Activities

In the first three months of 2010, Georgia Powsuésl $350 million aggregate principal amount ofe3e2010A Floating Rate Senior Notes
due March 15, 2013. The proceeds were used to @pawnturity $250 million aggregate principal ambahSeries 2008A Floating Rate
Senior Notes due March 17, 2010, to repay a podfats outstanding short-term indebtedness, andéaeral corporate purposes, including
Georgia Power’s continuous construction progranut!sern Company issued $149 million of common sthekugh the Southern Investment
Plan and employee and director stock plans. Theggas were primarily used to repay short-term and-term indebtedness and to fund
ongoing construction projects. See Southern Conigabgndensed Consolidated Statements of Cash FlesegHor further details regardi
financing activities during the first three mont§f2010.

Subsequent to March 31, 2010, Gulf Power issue® $iillion aggregate principal amount of Series 208075% Senior Notes due April 15,
2020. The proceeds will be used to repay at mst#dittO million aggregate principal amount of Se#889A Floating Rate Senior Notes due
June 28, 2010, to repay a portion of its outstamaimort-term indebtedness, and for general corpqatposes, including Gulf Power’s
continuous construction program. Gulf Power setfi&f0 million of interest rate hedges related ®3eries 2010A Senior Note issuance at a
gain of approximately $1.5 million. The gain wik lamortized to interest expense, in earnings, bYgears.

In addition to any financings that may be necessameet capital requirements and contractual abbgs, Southern Company and its
subsidiaries plan to continue, when economicakisitele, a program to retire higher-cost secur#ias replace these obligations with lower-
cost capital if market conditions permit.
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Item 3. Quantitative And Qualitative Disclosures Almut Market Risk.

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Market Price Risk”herein for
each registrant and Note 1 to the financial statesef each registrant under “Financial Instrumgridste 11 to the financial statements of
Southern Company, Alabama Power, and Georgia P@amdrNote 10 to the financial statements of Gul/®o Mississippi Power, and
Southern Power in Item 8 of the Form 10-K. Als@ Biote (H) to the Condensed Financial Statemenmtsrhéor information relating to
derivative instruments.

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

As of the end of the period covered by this qurteport, Southern Company conducted an evaluatiater the supervision and with the
participation of Southern Company’s managementuding the Chief Executive Officer and the Chief&ncial Officer, of the effectiveness
of the design and operation of the disclosure atgaind procedures (as defined in Sections 138-ab(e15d-15(e) of the Securities
Exchange Act of 1934). Based upon this evaluatioa Chief Executive Officer and the Chief Finan€ficer concluded that the disclosure
controls and procedures are effective.

(b) Changes in internal controls.

There have been no changes in Southern Compargiaah control over financial reporting (as suamtés defined in Rules 13a-15(f) and
15d-15(f) under the Securities Exchange Act of J@R#ing the first quarter 2010 that have mateyiaffected or are reasonably likely to
materially affect Southern Company’s internal cohtiver financial reporting.

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

As of the end of the period covered by this quirteport, Alabama Power, Georgia Power, Gulf PQwéississippi Power, and Southern
Power conducted separate evaluations under thevisipe and with the participation of each companyianagement, including the Chief
Executive Officer and the Chief Financial Officef the effectiveness of the design and operatiaheiisclosure controls and procedures
defined in Sections 13a-15(e) and 15d-15(e) ofSheurities Exchange Act of 1934). Based upon teeakiations, the Chief Executive
Officer and the Chief Financial Officer, in eactseaconcluded that the disclosure controls andeuhares are effective.

(b) Changes in internal controls.

There have been no changes in Alabama Power’'s giaeBower’s, Gulf Power’s, Mississippi Power's Southern Power’s internal control
over financial reporting (as such term is define®ules 13a-15(f) and 15d-15(f) under the Secusriirchange Act of 1934) during the first
quarter 2010 that have materially affected or aesonably likely to materially affect Alabama PoweGeorgia Power’s, Gulf Power’s,
Mississippi Power’s, or Southern Power’s interratteol over financial reporting.
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ALABAMA POWER COMPANY
CONDENSED STATEMENTS OF INCOME (UNAUDITED)

For the Three Month
Ended March 31
2010 2009
(in thousands

Operating Revenues:

Retail revenue $1,176,00! $1,058,13
Wholesale revenues, r-affiliates 171,82: 158,69!
Wholesale revenues, affiliat 98,33« 84,35
Other revenue 48,97¢ 38,58
Total operating revenut 1,495,14! 1,339,76!
Operating Expenses:

Fuel 489,04: 483,23
Purchased power, n-affiliates 17,88: 15,54«
Purchased power, affiliat: 51,64: 41,56(
Other operations and maintenal 310,77 276,85¢
Depreciation and amortizatic 145,28 143,41¢
Taxes other than income tax 81,87 80,28
Total operating expens 1,096,49i 1,040,89.
Operating Income 398,64° 298,87
Other Income and (Expense)

Allowance for equity funds used during construct 13,23¢ 16,72¢
Interest incomt 4,03¢ 4,12
Interest expense, net of amounts capital (74,567) (72,207
Other income (expense), r (6,507) (6,372)
Total other income and (expen: (63,787 (57,737
Earnings Before Income Taxe:! 334,86( 241,14.
Income taxe: 122,24¢ 85,00¢
Net Income 212,61 156,13.
Dividends on Preferred and Preference Stoc 9,86¢ 9,86¢
Net Income After Dividends on Preferred and Preferace Stock $ 202,74 $ 146,26t

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTLED)

For the Three Month
Ended March 31

2010 2009
(in thousands
Net Income After Dividends on Preferred and Preferace Stock $202,74¢ $146,26¢
Other comprehensive income (los
Qualifying hedges
Changes in fair value, net of tax of $28 and $(88&pectively 46 (1,45%)
Reclassification adjustment for amounts includedehincome, net of tax of $610 and $1,061,
respectively 1,002 1,74
Total other comprehensive income (loss 1,04¢ 28¢
Comprehensive Income $203,79° $146,55¢

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

Operating Activities:
Net income
Adjustments to reconcile net income to net caskigeal from operating activitie—
Depreciation and amortization, to
Deferred income taxe
Allowance for equity funds used during construct
Pension, postretirement, and other employee bei
Stock based compensation expe
Other, ne
Changes in certain current assets and liabil—
-Receivable:
-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:
Property addition:
Investment in restricted cash from pollution cohtavenue bond
Distribution of restricted cash from pollution cositrevenue bond
Nuclear decommissioning trust fund purche
Nuclear decommissioning trust fund se
Cost of removal, net of salvas
Other investing activitie
Net cash used for investing activiti
Financing Activities:
Decrease in notes payable,
Proceed—
Capital contributions from parent compe
Senior notes issuanc
Payment of preferred and preference stock divid:
Payment of common stock dividen
Other financing activitie
Net cash provided from (used for) financing aci@s
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 $5,159 and $6,992 capitalized®faft0 and 2009, respective
Income taxes (net of refund

For the Three Month
Ended March 31

2010 2009
(in thousands

$ 212,61 $ 156,13:
168,13t 164,48t
46,92¢ (25,799
(13,239 (16,725
(7,713 (4,939
2,93( 2,851
5,97t 8,85¢
10,96: 173,03:
13,35¢ (11,65
(3,039 (6,775
(77,549 (73,519
(75,219 (136,679
69,07: 123,74t
(41,079 (64,03()
(38,40 7,92¢
273,74t 296,92
(254,69 (337,98
D (160)
5,241 13,77¢
(39,48¢) (60,600
39,48¢ 60,60(
(5,035 (5,109
(43,245 3,02¢
(297,739 (326,459
— (24,999
5,671 6,682
— 500,00(
(9,863 (9,86¢)
(135,679 (130,701)
(1,196 (5,827
(141,05) 335,29
(165,044 305,77(
368,01t 28,18:
$ 202,97: $ 333,95!
$ 58,52¢ $ 54,87t
$ 18,87: $ (640

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

31




Table of Contents

Assets

ALABAMA POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:

Current Assets:
Cash and cash equivalel
Restricted cash and cash equivale
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 c
Materials and supplies, at average (
Vacation pay
Prepaid expenst
Other regulatory assets, curr:
Other current asse
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated provision for deprecia
Plant in service, net of depreciati
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
Miscellaneous property and investme
Total other property and investme|
Deferred Charges and Other Assets
Deferred charges related to income te
Prepaid pension cos
Other regulatory assets, defer!
Other deferred charges and as:
Total deferred charges and other as
Total Assets

2010 2009
(in thousands

$ 20297 % 368,01t
31,47: 36,71
353,67t 322,29.
116,78 134,87!
372 37,33¢
27,15¢ 33,52:
82,47¢ 61,50¢
(11,690 (9,557
381,12: 394,51:
329,14¢ 326,07-
54,59: 53,60
187,14 111,32(
49,87¢ 34,347
6,03¢ 6,20:
1,811,14: 1,910,77.
19,380,77 18,574,22
6,652,57. 6,558,86
12,728,19 12,015,36
289,13¢ 253,30t
628,85! 1,256,31
13,646,19 13,524,98
61,10: 59,62¢
513,62 489,79!
69,43( 69,74¢
644,16:. 619,17.
408,60: 387,44
141,71( 132,64
759,22 750,49.
212,15¢ 198,58:
1,521,69. 1,469,16.
$ 17,623,18 $  17,524,09

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:

Current Liabilities:
Securities due within one ye
Accounts payabl—
Affiliated
Other
Customer deposit
Accrued taxe—
Accrued income taxe
Other accrued taxe
Accrued interes
Accrued vacation pa
Accrued compensatic
Liabilities from risk management activiti
Over recovered regulatory clause rever
Other current liabilitie:
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
Asset retirement obligatior
Other cost of removal obligatiol
Other regulatory liabilities, deferre
Deferred over recovered regulatory clause reve
Other deferred credits and liabiliti
Total deferred credits and other liabiliti
Total Liabilities
Redeemable Preferred Stocl
Preference Stock
Common Stockholder’s Equity:
Common stock, par value $40 per sk—
Authorized- 40,000,000 share
Outstandin¢- 30,537,500 share
Paic-in capital
Retained earning
Accumulated other comprehensive |
Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

2010 2009
(in thousands
$ 300,38t 100,00
189,67¢ 194,67!
210,73. 328,40(
87,26 86,97¢
68,98¢ 14,78¢
51,04¢ 31,91¢
62,65! 65,45¢
44,75 44,75
31,13: 71,28¢
49,01( 37,84«
142,00t 181,56!
43,15! 40,02(
1,280,79i 1,197,67
5,883,25! 6,082,48!
2,359,41! 2,293,46!
87,79¢ 88,70t
162,73: 164,711
387,70t 387,93t
496,26( 491,00°
682,05t 668,15:
194,89: 169,22:
43,73¢ 22,06(
45,44: 37,11
4,460,04 4,322,37
11,624,09 11,602,54.
341,71! 341,71!
343,37. 343,37:
1,221,501 1,221,50
2,129,23. 2,119,81
1,967,60: 1,900,52
(4,339 (5,389
5,314,00. 5,236,46.
$ 17,623,18 $  17,524,09

The accompanying notes as they relate to AlabamaPare an integral part of these condensed fiahstatements.
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ALABAMA POWER COMPANY
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FIRST QUARTER 2010 vs. FIRST QUARTER 2009

OVERVIEW

Alabama Power operates as a vertically integratiiti yproviding electricity to retail customers thin its traditional service area located
within the State of Alabama and to wholesale cusisnn the Southeast. Many factors affect the dppdfes, challenges, and risks of
Alabama Power’s primary business of selling eleitiri These factors include the ability to maintaigonstructive regulatory environment, to
maintain energy sales given the effects of thes®oa, and to effectively manage and secure timeglgvery of costs. These costs include
those related to projected long-term demand groiwtiieasingly stringent environmental standardal, ftapital expenditures, and restoration
following major storms. Appropriately balancing theed to recover these increasing costs with cuestpnices will continue to challenge
Alabama Power for the foreseeable future.

Alabama Power continues to focus on several kefppaance indicators. These indicators include ausiosatisfaction, plant availability,
system reliability, and net income after dividewodspreferred and preference stock. For additiarfatination on these indicators, see
MANAGEMENT’S DISCUSSION AND ANALYSIS — OVERVIEW — Key Performance Indicators” of Alabama Power imté of the
Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$56.4 38.6

Alabama Power’s net income after dividends on preteand preference stock for the first quarter®@as $202.7 million compared to
$146.3 million for the corresponding period in 2008e increase was primarily due to increasestesrander Rate Stabilization and
Equalization Plan (Rate RSE) and Rate Certifichted Plant for environmental costs (Rate CNP Envirental) that took effect
January 2010 as well as significantly colder weathke increases in revenues were partially offgehcreases in operations and
maintenance expenses.

Even though Rate RSE and Rate CNP have incredssd,was an overall annual reduction in AlabamadP@wetail customer billings in
2010. See MANAGEMENT'S DISCUSSION AND ANALYSIS — HWRE EARNINGS POTENTIAL - “PSC Matters — Retail Rat
Adjustments” of Alabama Power in Item 7 and Note &e financial statements of Alabama Power ufiietail Regulatory Matters” in
Item 8 of the Form 10-K for additional information.

Retail Revenue:
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$117.9 11.1

In the first quarter 2010, retail revenues werd 8hillion compared to $1.06 billion for the copesding period in 2009.
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Details of the change to retail revenues are devist

First Quarter

2010
(in millions) (% change
Retail— prior year $1,058.:
Estimated change —

Rates and pricin 61.¢ 5.8

Sales growth (decline 1.€ 0.2

Weathel 58.1 5.5

Fuel and other cost recove (3.9 (0.9
Retail— current yea $1,176.( 11.1%

Revenues associated with changes in rates andgiigreased in the first quarter 2010 when contptrehe corresponding period in 2009
primarily due to Rate RSE and Rate CNP Environméntaeases effective January 2010.

Revenues attributable to changes in sales incresdiggadly in the first quarter 2010 from the copesding period in 2009. Industrial KWH
energy sales increased 10.5% due to an increasmand resulting from changes in production legélwarily in the chemical and primary
metals sectors. Weather-adjusted residential KWétgnsales increased 2.5% due to an increase iommasdemand. Weather-adjusted
commercial KWH energy sales decreased 0.8% duaéxi@ase in customer growth.

Revenues resulting from changes in weather incdeiasihe first quarter 2010 when compared to theesponding period in 2009. In the first
quarter 2010, Alabama Power’s service territoryegignced significantly colder weather. As a regeljdential and commercial sales
increased 10.6% and 2.5%, respectively.

Fuel and other cost recovery revenues decreadéed first quarter 2010 when compared to the comedimg period in 2009 due to a decrease
in costs associated with PPAs certificated by ttebAama PSC and a reduction in Rate Natural Dis&sserve (NDR) customer billing rate

as a result of achieving the target reserve baldtleetric rates include provisions to recognize filll recovery of fuel costs, purchased po
costs, PPAs certificated by the Alabama PSC, asts@ssociated with the NDR. Under these provisies$ and other cost recovery
revenues generally equal fuel and other cost regasgpenses and do not impact net income.

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “PSC Matters — Retail Rate Agfjments”
of Alabama Power in Item 7 and Note 3 to the finahstatements of Alabama Power under “Retail Ratguy Matters” in Item 8 of the Form
10-K for additional information.

Wholesale Revenues — Non-Affiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$13.1 8.3

Wholesale revenues from naifiliates will vary depending on the market costwailable energy compared to the cost of Alab&oaer an
Southern Company system-owned generation, demarehérgy within the Southern Company service tayjtand availability of Southern
Company system generation.

In the first quarter 2010, wholesale revenues fram-affiliates were $171.8 million compared to $I5&illion for the corresponding period
in 2009. This increase was primarily due to a 16iBétease in the price of energy, partially offseta 7.0% decrease in KWH sales.
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ALABAMA POWER COMPANY
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Wholesale Revenues — Affiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$13.9 16.6

Wholesale revenues from affiliates will vary depegdon demand and the availability and cost of gatirey resources at each company
within the Southern Company system. These affikatles are made in accordance with the IIC, asoapgrby the FERC. These transactions
do not have a significant impact on earnings stheeenergy is generally sold at marginal cost.

In the first quarter 2010, wholesale revenues fedfifiates were $98.3 million compared to $84.4lmil for the corresponding period in
2009. This increase was primarily due to a 12.7éteiase in KWH sales and a 3.4% increase in price.

Other Revenues

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$10.4 26.9

In the first quarter 2010, other revenues were(b4tllion compared to $38.6 million for the corresypling period in 2009. This increase was
due to a $2.8 million increase in revenues fromfgated co-generation steam facilities as a resfulreater sales volume; a $1.4 million
increase in transmission sales; a $1.3 million stdjent related to the Open Access TransmissiorffTa$0.9 million increase in customer
charges related to late fees; and a $0.8 milligcreiase in pole attachment rentals.

Co-generation steam fuel revenues do not haveniisant impact on earnings since they are genewddfset by fuel expense.

Fuel and Purchased Power Expenses

First Quarter 201
VS.
First Quarter 200
(change in millions (% change’

Fuel* $ 5.8 1.2
Purchased powe nor-affiliates 2.4 15.C
Purchased powe affiliates 10.1 24.:
Total fuel and purchased power exper $18.2

* Fuel includes fuel purchased by Alabama Powetditing agreements where power is generated byptbeider and is included in
purchased power when determining the average €psirohased powe

In the first quarter 2010, total fuel and purchageder expenses were $558.6 million compared t® $brhillion for the corresponding peri
in 2009. This increase was due to a $28.7 millimease in total KWHs generated and an $11.7 milliarease in the average cost of
purchased power, partially offset by a $19.6 milladecrease in the cost of fuel resulting from aelese in the average cost of natural gas.

Fuel and purchased power transactions do not haigndicant impact on earnings since energy expgase generally offset by energy
revenues through Rate ECR. See FUTURE EARNINGS ROTAL — “FERC and Alabama PSC Matters — Retail Fdekt Recovery”
herein for additional information.
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Details of Alabama Power’s cost of generation amdtipased power are as follows:

First Quarte! First Quarte Percen
Average Cos 2010 2009 Change
(cents per net KWF
Fuel 2.8C 2.9z 4.1
Purchased powe 7.0¢ 6.14 15.2

In the first quarter 2010, fuel expense was $4&8Ilon compared to $483.2 million for the corresping period in 2009. The $5.8 million
increase was due to a 34.9% increase in KWHs geteby natural gas.

Nor-Affiliates

In the first quarter 2010, purchased power expé&ose non-affiliates was $17.9 million compared tth$% million for the corresponding
period in 2009. This increase was related to a%4ricrease in the average cost per KWH, partidiised by a 25.3% decrease in the amount
of energy purchased.

Energy purchases from non-affiliates will vary degi@g on the market cost of available energy coegbém the cost of Southern Company
system-generated energy, demand for energy witisirSobuthern Company system service territory, aadadility of Southern Company
system generation.

Affiliates

In the first quarter 2010, purchased power expé&ose affiliates was $51.6 million compared to $4Mn8lion for the corresponding period in
2009. This increase was related to a 13.8% incrieathe average cost per KWH and a 9.2% increasigeimmount of energy purchased.

Energy purchases from affiliates will vary depemgdam demand and the availability and cost of gemgyaesources at each company within
the Southern Company system. These purchases deeimaccordance with the IIC, or other contracagakements, as approved by the
FERC.

Other Operations and Maintenance Expenses
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$33.9 12.2

In the first quarter 2010, other operations andntesiance expenses were $310.8 million compared6.8 million for the corresponding
period in 2009. Steam production expenses incre28@ million due to scheduled outage costs, enwrental mandates (which were offset
by revenues associated with Rate CNP Environmermtiad) maintenance costs related to increases inacbitabor and material expenses.
Administration and general expenses increased $tilidn related to an increase in affiliated seevcompany expenses, the injuries and
damages reserve, and property insurance expense.

Allowance for Funds Used During Constructio

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(3.5) (20.8)

In the first quarter 2010, AFUDC equity was $13.lHlion compared to $16.7 million for the correspamgiperiod in 2009. This decrease was
due to the completion of construction projectsteglao environmental mandates at generating fizsipartially offset by increases in nuclear
facility and general plant projects.
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Income Taxes
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$37.2 43.8

For the first quarter 2010, income taxes were $ #idllion compared to $85.0 million for the corresypling period in 2009. This increase
primarily due to higher pre-tax earnings.

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, arksrigf Alabama Power’s primary business
of selling electricity. These factors include AlafenPower’s ability to maintain a constructive regoty environment that continues to allow
for the recovery of all prudently incurred costsidg a time of increasing costs. Future earningkénnear term will depend, in part, upon
maintaining energy sales which is subject to a remolf factors. These factors include weather, cditipe, new energy contracts with
neighboring utilities, energy conservation praaibg customers, the price of electricity, the petasticity of demand, and the rate of
economic growth or decline in Alabama Power’s senadrea. Recessionary conditions have impacted; $hketiming and extent of the
economic recovery will impact growth and may implattire earnings. For additional information raigtio these issues, see RISK
FACTORS in Item 1A and MANAGEMENT'S DISCUSSION ANBNALYSIS — FUTURE EARNINGS POTENTIAL of Alabama P@wr

in Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental statutes and regulations coffiétearnings if such costs cannot
continue to be fully recovered in rates on a timtmgis. See MANAGEMENT’'S DISCUSSION AND ANALYSISFUTURE EARNINGS
POTENTIAL — “Environmental Matters” of Alabama Pomie Item 7 and Note 3 to the financial statemaftdlabama Power under
“Environmental Matters” in Item 8 of the Form 10f&¢ additional information.

Carbon Dioxide Litigation
New York Cas

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — New York Case” of Alabama Pawme Item 7 and Note 3 to the financial statemerfitAlabama Power under
“Environmental Matters — Carbon Dioxide LitigatierNew York Case” in Item 8 of the Form 10-K for #&auhal information regarding
carbon dioxide litigation. The U.S. Court of Appeé&dr the Second Circuit denied the defendantstipetfor rehearing en banc on March 5,
2010 and granted the defendants’ request to stasntindate to allow the defendants to file a petitay writ of certiorari with the U.S.
Supreme Court on March 16, 2010. The ultimate au&of these matters cannot be determined at thés ti
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Other Litigation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — Other Litigation” of Alabamadwer in Item 7 and Note 3 to the financial stateta@f Alabama Power under
“Environmental Matters — Carbon Dioxide LitigatierOther Litigation” in Item 8 of the Form 10-K fadditional information regarding
carbon dioxide litigation related to Hurricane Kia&. On February 26, 2010, the U.S. Court of Appéal the Fifth Circuit granted the
defendants’ petition for rehearing en banc. Thienaite outcome of this matter cannot be determin¢distime.

Coal Combustion Byproducts

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envirmental
Statutes and Regulations — Coal Combustion Bypitstie€ Alabama Power in Iltem 7 of the Form 10-K foformation regarding potential
additional regulation of coal combustion byprodu@a May 4, 2010, the EPA issued a proposal remmgesbmments on two potential
regulatory options for management and disposabaf combustion byproducts, either of which coulguiee conversion of existing storage
units to lined landfills with additional waste magement and groundwater monitoring requirements.edbdth options, the EPA proposes to
exempt the beneficial reuse of coal combustion dgpcts from regulation. The outcome of these pregdasgulations will depend on their
final form and any legal challenges, and cannatdtermined at this time. However, additional retjafaof coal combustion byproducts
could have a significant impact on Alabama Poweraagement, beneficial use, and disposal of suptodycts and could result in
significant additional compliance costs that caaffidct future unit retirement and replacement densand results of operations, cash flows,
and financial condition if such costs are not reged through regulated rates.

Global Climate Issues

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Environmental Matters — Glob@limate
Issues” of Alabama Power in Item 7 of the Form 1@Kinformation regarding the potential for legisbn and regulation addressing
greenhouse gas and other emissions. On April 10,28 EPA issued a final rule regulating greenba@es emissions from new motor
vehicles under the Clean Air Act. The EPA has stt#tat, once this rule becomes effective on Jan2a2@11, carbon dioxide and other
greenhouse gases will become regulated pollutamisrithe Prevention of Significant Deterioratio®[}) preconstruction permit program
and the Title V operating permit program, whichibapply to power plants. As a result, the consibnadf new facilities or the major
modification of existing facilities could triggeine requirement for a PSD permit and the instaltatibthe best available control technology
for carbon dioxide and other greenhouse gasesEPHealso published a proposed rule governing h@sdlprograms would be applied to
stationary sources, including power plants, in ®et@®009. The EPA is expected to finalize this psmal rule during 2010. The ultimate
outcome of these proposed and final rules canndebermined at this time and will depend on addalaegulatory action and any legal
challenges.

FERC and Alabama PSC Matters
Retail Fuel Cost Recover

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “PSC Matters — Fuel Cost Recgveof
Alabama Power in Item 7 and Note 3 to the finanstatements of Alabama Power under “Retail Regofditatters — Fuel Cost Recoveryf
Item 8 of the Form 10-K for information regardinggBama Power’s fuel cost recovery. Alabama Power&s recovered fuel costs as of
March 31, 2010 totaled $172.7 million as compacefi199.6 million at December 31, 2009. These oseovered fuel costs at March 31,
2010 are included in over recovered regulatorysgaevenues and deferred over recovered regulelnge revenues on Alabama Power’s
Condensed
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Balance Sheets herein. This classification is baseah estimate which includes such factors asheeageneration availability, energy
demand, and the price of energy. A change in arilgaxfe factors could have a material impact otithiag of any return of the over
recovered fuel costs.

Natural Disaster Cost Recove

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “PSC Matters — Natural DisasReserve”
of Alabama Power in Item 7 and Note 3 to the finanstatements of Alabama Power under “Retail Ratguy Matters — Natural Disaster
Reserve” in Item 8 of the Form 10-K for informatimgarding natural disaster cost recovery. At M&th2010, Alabama Power had an
accumulated balance of $76.6 million in the targeerve for future storms, which is included in @@ndensed Balance Sheets herein under
other regulatory liabilities, deferred.

Hydro Relicensing

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “FERC Matters” of Alabama Powier

Item 7 of the Form 10-K for information regardinggBama Power’s applications to the FERC for neenges for certain of its hydroelectric
projects. On March 31, 2010, the FERC issued a3®wear license for the Lewis Smith and Bankheacg:bpments on the Warrior River.
The new license authorizes Alabama Power to coatoperating these facilities in a manner consistattit past operations. On April 30,
2010, a stakeholders group filed a request foraghg of the FERC order issuing the new license Wltimate outcome of this matter cannot
be determined at this time.

Legislation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Legislation’of Alabama Power in Item
of the Form 10-K for additional information.

On March 23, 2010, the Patient Protection and Affibte Care Act (PPACA) was signed into law andiMamch 30, 2010, the Health Care
and Education Reconciliation Act of 2010 (HCERA atodjether with PPACA, the Acts), which makes vasiamendments to certain aspects
of the PPACA, was signed into law. The Acts effeslfy change the tax treatment of federal subsigéd to sponsors of retiree health benefit
plans that provide prescription drug benefits Hratat least actuarially equivalent to the corragdpay benefits provided under Medicare

Part D. The federal subsidy paid to employers wasduced as part of the Medicare Prescription Dhugrovement, and Modernization Act
of 2003 (MPDIMA). Since the 2006 tax year, AlabaR@wver has been receiving the federal subsidy cktateertain retiree prescription drug
plans that were determined to be actuarially edentao the benefit provided under Medicare PartUBder the MPDIMA, the federal subsi
does not reduce an employer’s income tax deduéiotihe costs of providing such prescription drl@ng nor is it subject to income tax
individually. Under the Acts, beginning in 2013, employer’s income tax deduction for the costsrof/mling Medicare Part D-equivalent
prescription drug benefits to retirees will be reeldi by the amount of the federal subsidy. Under BAZny impact from a change in tax law
must be recognized in the period enacted regardigbe effective date; however, as a result destagulatory treatment, this change had no
material impact on the financial statements of Atab Power. Southern Company is in the processsekamg the extent to which the
legislation may affect its future health care agldited employee benefit plan costs. Any future ichppa the financial statements of Alabama
Power cannot be determined at this time.

On April 28, 2010, Southern Company signed a S@&d Investment Grant agreement with the DOE, fdlyreccepting a $165 million
grant under the American Recovery and Reinvesti®ienof 2009. This funding will be used for transsi@ and distribution automation and
modernization projects. Alabama Power will receased will match, $65 million under this agreement.
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Other Matters

Alabama Power is involved in various other matteing litigated and regulatory matters that codfdct future earnings. In addition,
Alabama Power is subject to certain claims andllagidgons arising in the ordinary course of businéddabama Powes’'business activities ¢
subject to extensive governmental regulation rdlédepublic health and the environment, such aslatign of air emissions and water
discharges. Litigation over environmental issues @aims of various types, including property damggersonal injury, common law
nuisance, and citizen enforcement of environmewt@liirements such as opacity and air and wateitgsshndards, has increased generally
throughout the United States. In particular, peasamury and other claims for damages caused legatl exposure to hazardous materials,
and common law nuisance claims for injunctive fedied property damage allegedly caused by greeehgas and other emissions, have
become more frequent. The ultimate outcome of pectding or potential litigation against Alabama Rowannot be predicted at this time;
however, for current proceedings not specificadigarted herein or in Note 3 to the financial staets of Alabama Power in Item 8 of the
Form 10-K, management does not anticipate thalidhaities, if any, arising from such current pesings would have a material adverse
effect on Alabama Power’s financial statements.

The extent of coastal contamination resulting ftbw oil spill that began in April 2010 in the Golf Mexico has potential impacts on certain
steam plant operations as well as potential sicanifi economic impacts on the affected areas wibithern Compang’service territory. Tt
ultimate impact of this matter cannot be determiaethis time.

See the Notes to the Condensed Financial Statermergs for discussion of various other contingesciegulatory matters, and other mat
being litigated which may affect future earningsemtial.

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 that@ay a material impact on Alabama Power’s resiiltgperations 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 Critic#lccounting
Policies and Estimates” of Alabama Power in Itenf the Form 10-K for a complete discussion of AlaaaPower’s critical accounting
policies and estimates related to Electric UtiRggulation, Contingent Obligations, Unbilled Revesuand Pension and Other Postretirement
Benefits.

FINANCIAL CONDITION AND LIQUIDITY

Overview

Alabama Power’s financial condition remained stail®&larch 31, 2010. Alabama Power intends to coetiio monitor its access to short-
term and long-term capital markets as well asatskcredit arrangements to meet future capitalligmitity needs. See “Sources of Capital”
and “Financing Activities” herein for additionalformation.

Net cash provided from operating activities tote#2d3.7 million for the first three months of 20t0mpared to $296.9 million for tl
corresponding period in 2009. The $23.2 millionrdase in cash provided from operating activities pramarily due to less cash collections
of regulatory clause revenues when compared tpribe year, partially offset by increases in netdme and deferred income taxes. Net cash
used for investing activities totaled $297.7 miiliprimarily
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due to gross property additions related to steameggion equipment in the first three months of @Net cash used for financing activities
totaled $141.1 million for the first three montf<2610, compared to $335.3 million provided in tweresponding period in 2009. The
$476.4 million change is primarily due to feweniaaces of securities. Fluctuations in cash flownffamancing activities vary from year-to-
year based on capital needs and the maturity @mpton of securities

Significant balance sheet changes for the firsttgu2010 include an increase of $121.2 millionatal property, plant, and equipment
primarily due to an increase in environmental-edagquipment, an increase of $54.2 million in agdrincome taxes, and an increase of
$66.0 million in accumulated deferred income taxes.

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, scheduled maturities of lterga debt, as well as the related interest, dévieatbligations, preferred and preference
stock dividends, leases, purchase commitmentstrasdfunding requirements. Approximately $300 mill will be required through

March 31, 2011 for maturities of long-term debteTdonstruction program is subject to periodic revamd revision, and actual construction
costs may vary from these estimates because ofmouméactors. These factors include: changes imbas conditions; changes in load
projections; changes in environmental statutesragdlations; changes in nuclear plants to meetnegwlatory requirements; changes in
FERC rules and regulations; Alabama PSC approebbmges in legislation; the cost and efficiencgaistruction labor, equipment, and
materials; project scope and design changes; andast of capital. In addition, there can be nai@swxe that costs related to capital
expenditures will be fully recovered.

Sources of Capital

Alabama Power plans to obtain the funds require@¢dastruction and other purposes from sourcedasina those utilized in the past.
Recently, Alabama Power has primarily utilized farfibm operating cash flows, unsecured debt, comstak, preferred stock, and
preference stock. However, the amount, type, anihgj of any future financings, if needed, will degeupon regulatory approval, prevailing
market conditions, and other factors. See MANAGEMENDISCUSSION AND ANALYSIS — FINANCIAL CONDITION AD
LIQUIDITY —“Sources of Capital” of Alabama Powar item 7 of the Form 10-K for additional informatio

Alabama Power’s current liabilities sometimes exlcegrrent assets because of Alabama Power’s debividhin one year and the periodic
use of short-term debt as a funding source prigmésimeet scheduled maturities of long-term debtyall as cash needs, which can fluctuate
significantly due to the seasonality of the busind® meet short-term cash needs and contingemdasama Power had at March 31, 2010
cash and cash equivalents of approximately $20Bomiind unused committed credit arrangements bathks of approximately $1.3 billion.
Of the unused credit arrangements, $481 milliorirexip 2010, $25 million expire in 2011, and $76Blion expire in 2012. Of the credit
arrangements that expire in 2010, $372 million aonprovisions allowing for one-year term loans@xable at expiration. Alabama Power
expects to renew its credit arrangements, as nepdedto expiration. The credit arrangements pieviquidity support to Alabama Power’s
commercial paper borrowings and $744 million ardickted to funding purchase obligations relatedatgable rate pollution control revenue
bonds. See Note 6 to the financial statements alb@ha Power under “Bank Credit Arrangements” imI&of the Form 10-K and Note

(E) to the Condensed Financial Statements undenkBaedit Arrangements” herein for additional infation. Alabama Power may also
meet short-term cash needs through a Southern Gongodsidiary organized to issue and sell commigpaiper at the request and for the
benefit of Alabama Power and other Southern Compabsgidiaries. At March 31, 2010, Alabama Power@adommercial paper
borrowings outstanding. Management believes treahted for working capital can be adequately mettitiying commercial paper
programs, lines of credit, and cash.
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Credit Rating Risk

Alabama Power does not have any credit arrangentasitsvould require material changes in paymenédates 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- and/or Baa3 or below. These corgra@ primarily for physical electricity purchasksl purchases, fuel transportation and
storage, emissions allowances, and energy priken@agement. At March 31, 2010, the maximum p@kotllateral requirements under
these contracts at a BBB- and/or Baa3 rating wepecximately $4 million. At March 31, 2010, the nraxm potential collateral
requirements under these contracts at a ratingvbBBB- and/or Baa3 were approximately $349 million. Inéddn these amounts are cer
agreements that could require collateral in thenetreat one or more Power Pool participants hagditcrating change to below investment
grade. Generally, collateral may be provided byat®ern Company guaranty, letter of credit, or cadglditionally, any credit rating
downgrade could impact Alabama Power’s ability coess capital markets, particularly the short-tdeit market.

On January 22, 2010, Fitch applied new guideliegsurding the ratings of various hybrid capitaliastents and preferred securities of
companies in all sectors, including banks, insymees-bank financial institutions, and non-finahciarporate entities, including utilities. As a
result, the Fitch ratings of Alabama Power’s pnefdrstock, preference stock, and long-term debalpiayto affiliated trusts decreased from A
to A-. These ratings are not applicable to theatethl requirements described above.

Market Price Risk

During the first quarter 2010, Alabama Power hddrist rate swaps totaling $576 million expire,ahhilid not materially increase market
risk exposure relative to interest rate changexesa significant portion of outstanding indebtesgneemains at fixed rates, Alabama Power is
not aware of any facts or circumstances that weigdificantly affect exposures on existing indelpiess in the near term. However, the
impact on future financing costs cannot now be rdateed.

Due to cost-based rate regulation, Alabama Powstirages to have limited exposure to market votatil interest rates, commodity fuel
prices, and prices of electricity. To mitigate desll risks relative to movements in electricityces, Alabama Power enters into physical
fixed-price contracts for the purchase and sakdexftricity through the wholesale electricity mark&labama Power continues to manage a
retail fuel-hedging program implemented per thedglines of the Alabama PSC. As such, Alabama Pbaegmo material change in market
risk exposure for the first quarter 2010 when coragavith the December 31, 2009 reporting period.

The changes in fair value of energy-related dereatontracts, the majority of which are composgtregulatory hedges, for the three months
ended March 31, 2010 were as follows:

First Quarter

2010

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pergsets (liabilities), ni $(44)

Contracts realized or settl 14

Current period chang¢® (37)
Contracts outstanding at the end of the periodtaghabilities), ne $(67)

(a) Current period changes also include the chaimgiasr value of new contracts entered into dutiing period, if any.
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The change in the fair value positions of the epeaiated derivative contracts for the three momthded March 31, 2010 was a decrease of
$23 million, substantially all of which is due tataral gas positions. The change is attributableotb the volume and prices of natural gas
March 31, 2010, Alabama Power had a net hedge whif32 million mmBtu with a weighted average cantrcost approximately $2.07 per
mmBtu above market prices, compared to 36 millionBtu at December 31, 2009 with a weighted averagéract cost approximately $1.22
per mmBtu above market prices. The majority ofriatural gas hedges are recovered through the dgerecovery clause.

Regulatory hedges relate to Alabama Power’s fudiimg program where gains and losses are initralbprded as regulatory liabilities and
assets, respectively, and then are included ineéggénse as they are recovered through the fueteosvery clause.

Unrealized pre-tax gains and losses recognizedciome for the three months ended March 31, 201®6a66 for energy-related derivative
contracts that are not hedges were not material.

The maturities of the energy-related derivativetamis and the level of the fair value hierarchwimich they fall at March 31, 2010 are as
follows:

March 31, 2010
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $— $— $— $—
Level 2 (67) (49 (18) —
Level 3 — — — —
Fair value of contracioutstanding at end of perit $(67) $(49) $(18) $—

Alabama Power uses over-the-counter contractsatieatot exchange traded but are fair valued ugilcggwhich are actively quoted, and
thus fall into Level 2. See Note (C) to the CondehBinancial Statements herein for further disarsen fair value measurements.

For additional information, see MANAGEMENT’S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Alabama Power in Item 7 addte 1 under “Financial Instrumentahd Note 11 to the financial statements of Alak
Power in Item 8 of the Form 10-K and Note (H) te ondensed Financial Statements herein.

Financing Activities

Alabama Power did not issue or redeem any secsidtieing the three months ended March 31, 2010.

In addition to any financings that may be necestaryeet capital requirements and contractual abbgs, Alabama Power plans to contir
when economically feasible, a program to retirénbrgcost securities and replace these obligatiatislewer-cost capital if market conditiol
permit.
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For the Three Month
Ended March 31
2010 2009
(in thousands

Operating Revenues:

Retail revenue $1,791,57. $1,592,39!
Wholesale revenues, r-affiliates 109,62: 95,98¢
Wholesale revenues, affiliat 14,41 15,21(
Other revenue 68,55¢ 62,25(
Total operating revenut 1,984,16! 1,765,84,
Operating Expenses:

Fuel 757,50: 600,49(
Purchased power, n-affiliates 81,69¢ 61,95:
Purchased power, affiliat: 161,93 197,22:
Other operations and maintenal 389,28 390,49:
Depreciation and amortizatic 114,18 167,11:
Taxes other than income tax 80,47¢ 76,24¢
Total operating expens 1,585,07. 1,493,51
Operating Income 399,09: 272,32;
Other Income and (Expense)

Allowance for equity funds used during construct 34,73: 20,75¢
Interest incomt 413 1,23(
Interest expense, net of amounts capital (92,989 (98,390
Other income (expense), r (5,54%) (6,720
Total other income and (expen: (63,397) (83,126)
Earnings Before Income Taxe:! 335,70( 189,19°
Income taxe: 93,37: 62,62¢
Net Income 242,32t 126,56¢
Dividends on Preferred and Preference Stoc 4,34t 4,34¢
Net Income After Dividends on Preferred and Preferace Stock $ 237,98 $ 122,22

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTLED)

For the Three Month
Ended March 31

2010 2009
(in thousands
Net Income After Dividends on Preferred and Preferace Stock $237,98: $122,22:
Other comprehensive income (los
Qualifying hedges
Changes in fair value, net of tax of $4 and $1,186pectively 8 1,87(
Reclassification adjustment for amounts includedehincome, net of tax of $1,798 and $1,743,
respectively 2,851 2,768
Total other comprehensive income (loss 2,85¢ 4,63
Comprehensive Income $240,84. $126,85°

The accompanying notes as they relate to GeorgigPare an integral part of these condensed fiahstatements.
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For the Three Month
Ended March 31
2010 2009
(in thousands

Operating Activities:

Net income $ 242,32¢ $ 126,56
Adjustments to reconcile net income to net caskigeal from operating activitie—
Depreciation and amortization, to 154,14! 199,77:
Deferred income taxe 59,16¢ (7,130
Deferred revenue (17,88) (7,685
Deferred expense 25,10« 26,38
Allowance for equity funds used during construct (34,737 (20,759
Pension, postretirement, and other employee bei (3,819 (38€)
Stock based compensation expe 3,21z 3,34(
Hedge settlemen — (16,167
Insurance cash surrender va — 23,70(
Other, ne (23,589 (332
Changes in certain current assets and liabil—
-Receivable! (9,099 13,56:
-Fossil fuel stocl 80,92¢ (112,257
-Materials and supplie 1,19t (5,065
-Prepaid income taxe 22,86 (5,139
-Other current asse (7,675 9,62
-Accounts payabl (16,825 174,34
-Accrued taxe! (184,659 (135,100
-Accrued compensatic (7,409 (96,149
-Other current liabilitie: 43,48t 61,91%
Net cash provided from operating activit 326,75: 233,06¢
Investing Activities:
Property addition (625,06() (640,48¢)
Distribution of restricted cash from pollution cositrevenue bond — 9,30t
Nuclear decommissioning trust fund purche (198,81¢) (318,73)
Nuclear decommissioning trust fund se 149,95¢ 320,68:
Nuclear decommissioning trust securities lendintpteral 45,39¢ (5,41))
Cost of removal, net of salvas (14,119 (16,369
Change in construction payables, net of joint owpwtion 41,49 55,767
Other investing activitie 5,072 19,53¢
Net cash used for investing activiti (596,079 (575,709
Financing Activities:
Decrease in notes payable, (80,879 (76,509
Proceed—

Capital contributions from parent compe 460,20: 280,01¢

Senior notes issuanc 350,00( 500,00(

Other lon¢-term debt issuance — 75C
Redemption—

Senior note! (250,420 (150,36)
Payment of preferred and preference stock divid: (4,349 (4,417
Payment of common stock dividen (205,000 (184,729
Other financing activitie (1,889) (7,559
Net cash provided from financing activiti 267,67. 357,20
Net Change in Cash and Cash Equivalents (1,650 14,56:
Cash and Cash Equivalents at Beginning of Perio 14,30¢ 132,73¢
Cash and Cash Equivalents at End of Perio $ 12,65¢ $ 147,30:

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest (net of $13,176 and $9,143 capitalized®@#0 and 2009, respective $ 62,18: $ 60,90t
Income taxes (net of refund $ (6,197 $ 13,33(

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

At March 31, At December 3:

Current Assets:
Cash and cash equivalel
Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Joint owner accounts receival
Other accounts and notes receive
Affiliated companies
Accumulated provision for uncollectible accou
Fossil fuel stock, at average c
Materials and supplies, at average (
Vacation pay
Prepaid income taxe
Other regulatory assets, curr:
Other current asse
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated provision for deprecia
Plant in service, net of depreciati
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
Miscellaneous property and investme
Total other property and investme|
Deferred Charges and Other Assets
Deferred charges related to income te
Deferred under recovered regulatory clause reve
Other regulatory assets, defer!
Other deferred charges and as:
Total deferred charges and other as
Total Assets

2010 2009
(in thousands

$ 12,65¢ $ 14,30¢
496,44! 486,88!
149,41 172,03!
185,89¢ 291,83
166,60¢ 146,93:
47,14 62,75¢
17,79¢ 11,77¢
(9,835 (9,85¢€)
645,34( 726,26t
361,34 362,80:
74,29: 74,56¢
73,75¢ 132,66¢
100,87( 76,63¢
42,22« 62,65’
2,363,96! 2,612,26:
25,567,54 25,120,03
9,607,48 9,493,06!
15,960,05 15,626,96
390,22! 339,81(
2,619,90: 2,521,09.
18,970,18 18,487,86
67,45: 66,10¢
653,93: 580,32:
38,39: 38,51¢
759,78 684,94-
664,83: 608,85:
501,16! 373,24!
1,343,25: 1,321,90.
199,56: 205,49.
2,708,80! 2,509,49.
$ 24,802,74 $  24,294,56

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:

Current Liabilities:
Securities due within one ye
Notes payabli
Accounts payabl—
Affiliated
Other
Customer deposit
Accrued taxe—
Accrued income taxe
Unrecognized tax benefi
Other accrued taxce
Accrued interes
Accrued vacation pa
Accrued compensatic
Liabilities from risk management activiti
Other cost of removal obligations, curr
Other regulatory liabilities, currel
Other current liabilitie:
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
Asset retirement obligatior
Other cost of removal obligatiol
Other deferred credits and liabiliti
Total deferred credits and other liabiliti
Total Liabilities
Preferred Stock
Preference Stock
Common Stockholde’s Equity:
Common stock, without par val—
Authorized- 20,000,000 share
Outstanding¢- 9,261,500 share
Paic-in capital
Retained earning
Accumulated other comprehensive i
Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

2010 2009
(in thousands
$ 103,81¢ $ 253,88
243,07! 323,95¢
247,42t 238,59¢
629,71 602,00:
204,64 200,10:
26,27( 54¢
158,21( 164,86:
99,08¢ 290,17-
113,78 89,22¢
55,09¢ 57,66
37,34« 42,75¢
72,07« 49,78¢
162,00( 216,00(
74,98t 99,807
148,29¢ 84,31¢
2,375,83! 2,713,691
8,029,85! 7,782,34l
3,464,87. 3,389,90
132,41¢ 133,68:
239,18t 242,49t
921,23! 923,17
686,91. 676,70!
118,03 124,66:
165,31( 139,02:
5,727,97. 5,629,65
16,133,66 16,125,68
44,99: 44,99:
220,96t 220,96t
398,47. 398,47:
5,056,70 4,592,35
2,965,91 2,932,93.
(17,979 (20,83))
8,403,12. 7,902,92!
$ 24,802,74 $  24,294,56

The accompanying notes as they relate to GeorgigePare an integral part of these condensed fiahstatements.
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FIRST QUARTER 2010 vs. FIRST QUARTER 2009

OVERVIEW

Georgia Power operates as a vertically integratitity yproviding electricity to retail customers thin its traditional service area located
within the State of Georgia and to wholesale cusisnn the Southeast. Many factors affect the dppdies, challenges, and risks of Geol
Power’s business of selling electricity. Thesedexinclude the ability to maintain a constructiegulatory environment, to maintain energy
sales given the effects of the recession, andféetdfely manage and secure timely recovery ofgsiosts. These costs include those related
to projected longerm demand growth, increasingly stringent envirental standards, and fuel prices. Georgia Powauriently constructin
two new nuclear and three new combined cycle géingranits. Appropriately balancing required caatsl capital expenditures with
customer prices will continue to challenge GeoRyaver for the foreseeable future. Georgia Powezqsired to file a general rate case by
July 1, 2010, which will determine whether the 2@0atail Rate Plan should be continued, modifiedliscontinued. On March 11, 2010, the
Georgia PSC approved Georgia Power’s request tease its fuel cost recovery rate effective Apri2Q10. Georgia Power is required to file
its next fuel cost recovery case by March 1, 2011.

Georgia Power continues to focus on several kefppaance indicators. These indicators include qustosatisfaction, plant availability,
system reliability, and net income after dividewodspreferred and preference stock. For additiarfatination on these indicators, see
MANAGEMENT’S DISCUSSION AND ANALYSIS — OVERVIEW — Key Performance Indicators” of Georgia Power imité of the
Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$115.8 94.7

Georgia Power’s net income after dividends on preteand preference stock for the first quarter®@as $238.0 million compared to
$122.2 million for the corresponding period in 2008e increase was primarily due to higher residébtise revenues resulting from the
significantly colder weather in the first quart®1® and the amortization of the regulatory liabiliélated to other cost of removal obligations
as authorized by the Georgia PSC.

Retail Revenue:
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$199.2 12.5

In the first quarter 2010, retail revenues wer@%illion compared to $1.6 billion for the corresigiing period in 2009.
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Details of the change to retail revenues are devist

First Quarter

2010
(in millions) (% change
Retail— prior year $1,592..
Estimated change —

Rates and pricin (2.5 (0.2

Sales growth (decline 13.¢ 0.6

Weathel 48.C 3.C

Fuel cost recover 139.¢ 8.8
Retail— current yea $1,791.¢ 12.5%

Revenues associated with changes in rates andgydeicreased in the first quarter 2010 when condparéhe corresponding period in 2009
due to lower contributions from market-driven radi@ssales to industrial customers, partially offsg increased environmental compliance
cost recovery revenues in accordance with the Za9dil Rate Plan.

Revenues attributable to changes in sales increéagkd first quarter 2010 when compared to theesponding period in 2009 representing
signs of economic recovery in Georgia Power’s siggory. Weather-adjusted residential KWH salteseased 1.2%, weather-adjusted
commercial KWH sales increased 0.9%, and weabgrsted industrial KWH sales increased 4.6% irfitisequarter 2010 when comparec
the corresponding period in 2009.

Revenues resulting from changes in weather incdeiastine first quarter 2010 when compared to theesponding period in 2009 due to
significantly colder weather in the first quart€x1D.

Fuel revenues and costs are allocated betweeharthvholesale jurisdictions. Retail fuel costaeery revenues increased by $139.8 mil
in the first quarter of 2010 when compared to thieesponding period in 2009 due to increased KWEeissand higher fuel costs.

Electric rates include provisions to adjust bilkrfgr fluctuations in fuel costs, including the emecomponent of purchased power costs.
Under these provisions, fuel revenues generallpkegel expenses, including the fuel componentwtpased power costs, and do not affect
net income.

Wholesale Revenues — Non-Affiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$13.6 14.2

Wholesale revenues from non-affiliates will varypdading on the market cost of available energy @epto the cost of Georgia Power and
Southern Company system-owned generation, demarehérgy within the Southern Company service tyjtand the availability of
Southern Company system generation.

In the first quarter 2010, wholesale revenues fram-affiliates were $109.6 million compared to $9aillion in the corresponding period in
2009. This increase was due to a 6.4% increas&\iii Isales due to higher demand primarily resultirogrf significantly colder weather in t
first quarter 2010.
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Other Revenues
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$6.3 10.1

In the first quarter 2010, other revenues were@6&#dllion compared to $62.3 million in the corresping period in 2009. This increase was
due to a $2.8 million increase in transmission nexss due to the increased usage of Georgia Pots@nsmission system by non-affiliated
companies and for work performed for the other awé the integrated transmission system, a $1lBmincrease in pole attachment and
equipment rentals revenue, and a $1.5 million mseefrom customer fees.

Fuel and Purchased Power Expenses

First Quarter 201

VS.
First Quarter 200
(change in millions (% change
Fuel* $157.( 26.1
Purchased powe nor-affiliates 19.7 31.¢
Purchased powe affiliates (35.9 (7.9

Total fuel and purchased power exper $141.

*  Fuel includes fuel purchased by Georgia Powetdlling agreements where power is generatedbyptovider and is included in
purchased power when determining the average €asirohased powe

In the first quarter 2010, total fuel and purchageder expenses were $1.0 billion compared to $88llion in the corresponding period in
2009. The increase was due to a $44.3 million emeaelated to higher KWHSs generated primarily tdugigher customer demand as a result
of significantly colder weather and a $97.1 milliacrease in the average cost of fuel.

Fuel and purchased power transactions do not haigndicant impact on earnings since energy expgmse generally offset by energy
revenues through Georgia Power’s fuel cost recogknyse. See FUTURE EARNINGS POTENTIAL — “Georga@Matters — Retail
Fuel Cost Recovery” herein for additional infornoati

Details of Georgia Power’s cost of generation amtipased power are as follows:

First Quartel First Quarte Percen
Average Cos 2010 2009 Change
(cents per net KWF
Fuel 3.7¢ 3.2¢ 17.C
Purchased powe 6.3€ 6.4(C (0.6)

In the first quarter 2010, fuel expense was $757lBon compared to $600.5 million in the corresgorg period in 2009. This increase was
due to a 17.0% increase in the average cost oplereKWH generated and a 10.3% increase of KWHemdead as a result of higher KWH
demand.

Nor-Affiliates

In the first quarter 2010, purchased power expé&ose non-affiliates was $81.7 million compared 2% million in the corresponding
period in 2009. This increase was due to a 39.2%ease in the average cost per KWH purchased tiefijeadditional tolling agreements
associated with PPAs that went into effect in J20@9 and a 0.4% increase in the volume of KWHSs lmased.
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Energy purchases from non-affiliates will vary degi@g on the market cost of available energy coebéw the cost of Southern Company
system-generated energy, demand for energy witisirSbuthern Company system service territory, aadadility of Southern Company
system generation.

Affiliates

In the first quarter 2010, purchased power expéose affiliates was $161.9 million compared to $IDmillion in the corresponding period
in 2009. This decrease was due to a 10.3% decireéise average cost per KWH purchased followingdkgiration of a PPA in
December 2009 and a 3.9% decrease in the volud®Vbfs purchased.

Energy purchases from affiliated companies willwdepending on demand and the availability and eébgenerating resources at each
company within the Southern Company system. Thasghpses are made in accordance with the 1IC @raibntractual agreements, as
approved by the FERC.

Other Operations and Maintenance Expenses

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(1.2) (0.3)

In the first quarter 2010, other operations andntemiance expenses were $389.3 million compared30.% million in the corresponding
period in 2009. This decrease was due to a $29lbmcharge in the first quarter 2009 in connegtwith a voluntary attrition plan under
which 579 employees elected to resign their passtieffective March 31, 2009 and a $3.6 million dase in uncollectible account expense in
2010, partially offset by increases of $16.8 millio power generation, $5.5 million in transmissérd distribution, and $7.5 million in other
administrative and general expenses due to coshicoment in 2009.

Depreciation and Amortizatiol

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(52.9) (31L.7)

In the first quarter 2010, depreciation and amatiim was $114.2 million compared to $167.1 milliorihe corresponding period in 2009.
This decrease was due to the amortization of $8@IB®n of the regulatory liability related to otheost of removal obligations as authorized
by the Georgia PSC, partially offset by depreciatim additional plant in service related to trarssian, distribution, and environmental
projects. See Note 3 to the financial statementeafrgia Power under “Retail Regulatory Matters -atéRPlans” in Item 8 of the Form 10-K
for additional information on the other cost of @ral regulatory liability, which became effectiveJuly 2009.

Taxes Other Than Income Taxes
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$4.3 5.5

In the first quarter 2010, taxes other than incoaxes were $80.5 million compared to $76.2 milliotthe corresponding period in 2009. This
increase was due to higher municipal franchise fesslting from retail revenue increases duringfifst quarter 2010.

53




Table of Contents

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

Allowance for Funds Used During Constructio
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$13.9 67.4

In the first quarter 2010, AFUDC equity was $34.iflion compared to $20.8 million in the correspamgliperiod in 2009. This increase was
due to the increase in construction work in progjtesances related to three new combined cyclergéng units at Plant McDonough, two
new nuclear generating units at Plant Vogtle, amgbing environmental and transmission projects.

Income Taxes
First Quarter 2010 vs. First Quarter 2(

change in millions 6 change
h in milli % ch )
$30.8 49.1

In the first quarter 2010, income taxes were $93illon compared to $62.6 million in the corresporgiperiod in 2009. This increase was
due to higher pre-tax earnings partially offsetabyecrease in uncertain tax positions of $16.0anillelated to state income tax credits that
remain subject to litigation. See FUTURE EARNINGSHENTIAL — “Income Tax Matters” herein and Notes3d 5 to the financial
statements of Georgia Power under “Income Tax M&iteEnd “Unrecognized Tax Benefits,” respectivéfy|tem 8 of the Form 10-K and
Notes (B) and (G) to the Condensed Financial Statgsrherein unde‘lncome Tax Matters — Georgia State Income Tax {Tsédnd
“Unrecognized Tax Benefits,” respectively, for adrhal information.

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areeuassarily indicative of Georgia Power’s futurengegs potential. The level of Georgia
Power’s future earnings depends on numerous fatttataffect the opportunities, challenges, ankbrisf Georgia Power’s business of selling
electricity. These factors include Georgia Powaligity to maintain a constructive regulatory eviment that continues to allow for the
recovery of all prudently incurred costs duringnaet of increasing costs. Future earnings in the texen will depend, in part, upon
maintaining energy sales which is subject to a remolf factors. These factors include weather, cditipe, new energy contracts with
neighboring utilities, energy conservation praaibg customers, the price of electricity, the petasticity of demand, and the rate of
economic growth or decline in Georgia Power's sardrea. Recessionary conditions have impactesd; $héetiming and extent of the
economic recovery will impact growth and may impfattire earnings. For additional information retgtto these issues, see RISK
FACTORS in Item 1A and MANAGEMENT’S DISCUSSION ANBNALYSIS — FUTURE EARNINGS POTENTIAL of Georgia P@x

in Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental statutes and regulations coffédiaearnings if such costs cannot
continue to be fully recovered in rates on a timmgis. See MANAGEMENT'S DISCUSSION AND ANALYSISFUTURE EARNINGS
POTENTIAL — “Environmental Matters” of Georgia Pomia Item 7 and Note 3 to the financial statemaift§eorgia Power under
“Environmental Matters” in Item 8 of the Form 10fét additional information.
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Carbon Dioxide Litigation
New York Cas

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental MattersGarbon Dioxide
Litigation — New York Case” of Georgia Power inrt& and Note 3 to the financial statements of GadPgwer under “Environmental
Matters — Carbon Dioxide Litigation — New York Cageltem 8 of the Form 10-K for additional inforrtian regarding carbon dioxide
litigation. The U.S. Court of Appeals for the Sedd@ircuit denied the defendants’ petition for retmegen banc on March 5, 2010 and
granted the defendants’ request to stay the manalatéow the defendants to file a petition for taaf certiorari with the U.S. Supreme Court
on March 16, 2010. The ultimate outcome of thesttarsacannot be determined at this time.

Other Litigation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental MattersGarbon Dioxide
Litigation — Other Litigation” of Georgia Power item 7 and Note 3 to the financial statements afrGia Power under “Environmental
Matters — Carbon Dioxide Litigation - Other Litigat” in ltem 8 of the Form 10-K for additional infmation regarding carbon dioxide
litigation related to Hurricane Katrina. On Februa6, 2010, the U.S. Court of Appeals for the Fiftincuit granted the defendants’ petition
for rehearing en banc. The ultimate outcome of itagter cannot be determined at this time.

Air Quality

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Environmental Matters - Enviimental
Statutes and Regulations — Air Quality” of Georg@mwer in Item 7 of the Form 10-K for informatiorgegding the Industrial Boiler

Maximum Achievable Control Technology regulatio®s April 29, 2010, the EPA issued a proposed g would establish emissions

limits for various hazardous air pollutants typigamitted from industrial boilers, including biosgboilers. The EPA is required to finalize
the rules by December 16, 2010. The impact of thesposed regulations will depend on their finahicand any legal challenges, and cannot
be determined at this time.

Coal Combustion Byproducts

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters - Envitmental
Statutes and Regulations — Coal Combustion Bypitstio€ Georgia Power in Iltem 7 of the Form 10-K foformation regarding potential
additional regulation of coal combustion byprodu@a May 4, 2010, the EPA issued a proposal remmgesbmments on two potential
regulatory options for management and disposabaf combustion byproducts, either of which coulguiee conversion of existing storage
units to lined landfills with additional waste mgement and groundwater monitoring requirements.edbdth options, the EPA proposes to
exempt the beneficial reuse of coal combustion dgpcts from regulation. The outcome of these pregdasgulations will depend on their
final form and any legal challenges, and cannatdtermined at this time. However, additional retjafaof coal combustion byproducts
could have a significant impact on Georgia Poweraagement, beneficial use, and disposal of suptodycts and could result in
significant additional compliance costs that caaffidct future unit retirement and replacement densand results of operations, cash flows,
and financial condition if such costs are not reged through regulated rates.
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Global Climate Issues

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters - Glob&@limate
Issues” of Georgia Power in Item 7 of the Form 1@Kinformation regarding the potential for legisbn and regulation addressing
greenhouse gas and other emissions. On April 10,20& EPA issued a final rule regulating greenkaass emissions from new motor
vehicles under the Clean Air Act. The EPA has st#tat, once this rule becomes effective on Jan2a2@11, carbon dioxide and other
greenhouse gases will become regulated pollutamdsrithe Prevention of Significant DeterioratiolS[P preconstruction permit program
and the Title V operating permit program, whichtbapply to power plants. As a result, the consimnodf new facilities or the major
modification of existing facilities could triggené requirement for a PSD permit and the instaltatibthe best available control technology
for carbon dioxide and other greenhouse gasesEPHealso published a proposed rule governing h@salprograms would be applied to
stationary sources, including power plants, in ®etd®2009. The EPA is expected to finalize this pemal rule during 2010. The ultimate
outcome of these proposed and final rules canndetermined at this time and will depend on adddlaegulatory action and any legal
challenges.

Georgia PSC Matters
Retail Fuel Cost Recover

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — Fuel Cost Recgveof
Georgia Power in Item 7 and Note 3 to the finansiatements of Georgia Power under “Retail Regujditatters — Fuel Cost Recovery” in
Item 8 of the Form 10-K for additional informatiofss of March 31, 2010, Georgia Power had a totdlenmecovered fuel cost balance of
approximately $687 million compared to $665 millanDecember 31, 2009. Fuel cost recovery reveasiescorded on the financial
statements are adjusted for differences in acagaverable fuel costs and amounts billed in cunregiilated rates. Accordingly, any changes
in the billing factor will not have a significantfect on Georgia Power’s revenues or net incomewlilliaffect cash flow.

On March 11, 2010, the Georgia PSC voted to appitowstipulation among Georgia Power, the Geor§@& Public Interest Advocacy Staff,
and three customer groups with the exception tratihder recovered fuel balance be collected a¥endnths. The new rates, which became
effective April 1, 2010, will result in an increasapproximately $373 million to Georgia Powedsal annual fuel cost recovery billings.
Georgia Power is required to file its next fueleay March 1, 2011.

Legislation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Legislation” of Georgia Powar Item 7
of the Form 10-K for additional information.

On March 23, 2010, the Patient Protection and Affibte Care Act (PPACA) was signed into law andMamch 30, 2010, the Health Care
and Education Reconciliation Act of 2010 (HCERA atodjether with PPACA, the Acts), which makes vasiamendments to certain aspects
of the PPACA, was signed into law. The Acts effesllf change the tax treatment of federal subsig#d to sponsors of retiree health benefit
plans that provide prescription drug benefits Hratat least actuarially equivalent to the corragpay benefits provided under Medicare

Part D. The federal subsidy paid to employers wasduced as part of the Medicare Prescription Dhugrovement, and Modernization Act
of 2003 (MPDIMA). Since the 2006 tax year, Georg@ver has been receiving the federal subsidy gklateertain retiree prescription drug
plans that were determined to be actuarially edentao the benefit provided under Medicare PartUBder the MPDIMA, the federal subsi
does not reduce an employer’s income tax deduéiotihe costs of providing such prescription drl@ng nor is it subject to income tax
individually. Under the Acts, beginning in 2013, employer’s income tax deduction for the costsrof/mling Medicare Part D-equivalent
prescription drug benefits to retirees will be reeldi by the amount of the federal subsidy. Under BAzny impact from a change in tax law
must be recognized in the period enacted regardigbe effective date; however, as a result destagulatory treatment, this
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change had no material impact on the financiaéstants of Georgia Power. Southern Company is iptbeess of assessing the extent to
which the legislation may affect its future healtlre and related employee benefit plan costs. Atyré impact on the financial statements of
Georgia Power cannot be determined at this time.

On April 28, 2010, Southern Company signed a S@ad Investment Grant agreement with the DOE, fdlyr&ccepting a $165 million
grant under the American Recovery and Reinvesti®ienof 2009. This funding will be used for transsi@ and distribution automation and
modernization projects. Georgia Power will receised will match, $51 million under this agreement.

Income Tax Matters
Georgia State Income Tax Credits

Georgia Power’s 2005 through 2008 income tax fgifiy the State of Georgia include state incomectasits for increased activity through
Georgia ports. Georgia Power had also filed singlaims for the years 2002 through 2004. The Gedbgpartment of Revenue has not
responded to these claims. In July 2007, GeorgieeP&led a complaint in the Superior Court of ultCounty to recover the credits claimed
for the years 2002 through 2004. On March 22, 2€ié Superior Court of Fulton County ruled in faebiGeorgia Power’s motion for
summary judgment. On April 30, 2010, the Georgip&tment of Revenue filed its notice of appeal wlith Georgia Court of Appeals. An
unrecognized tax benefit has been recorded retattbse credits. If Georgia Power prevails, th@siens could have a significant, and
possibly material, positive effect on Georgia Pdsvaet income. If Georgia Power is not succes§fayment of the related state tax could
have a significant, and possibly material, negagiffect on Georgia Power’s cash flow. See Note theédfinancial statements of Georgia
Power under “Unrecognized Tax Benefits” in Itemf8e Form 10-K and Note (G) to the Condensed RirsiStatements herein for
additional information. The ultimate outcome ofstmatter cannot now be determined.

Construction
Nuclear

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Construction — Nuclear” of Gega
Power in Item 7 of the Form 10-K for informatiorgegding the potential expansion of Plant Vogtle.

In June 2009, an environmental group filed a petith the Superior Court of Fulton County, Georggaking review of the Georgia PSC'’s
certification order and challenging the constitntitity of the Georgia Nuclear Financing Act. On M&y2010, the court dismissed as
premature the plaintiffs’ claim challenging the @gia Nuclear Energy Financing Act. The dismissathef claim related to the Georgia
Nuclear Energy Financing Act is subject to appeal the plaintiffs are expected tc-file this claim in the future. In addition, on M&y 2010,
the court issued an order remanding the Georgid $&tification order for inclusion of further fimjs of fact and conclusions of law by
Georgia PSC. A remand for further findings of fantl conclusions of law is a procedural step thasdwt vacate or otherwise affect the
effectiveness of the Georgia PSC's certificatiotienror the ultimate conclusion of the Georgia P&€eirtifying the construction of Plant
Vogtle Units 3 and 4 .

In August 2009, the NRC issued letters to Westingleaevising the review schedules needed to cehiEfyAP1000 standard design for new
reactors and expressing concerns related to thikabiity of adequate information and the shieldltiimg design. The shield building protects
the containment and provides structural suppattieéccontainment cooling water supply. Georgia Pdg/epntinuing to work with
Westinghouse and the NRC to resolve these concinyspossible delays in the AP1000 design certifisaschedule, including those
addressed by the NRC in their letters, are notettiy expected to affect the projected commergi@ration dates for Plant Vogtle Units 3
and 4 .

There are pending technical and procedural chadetg the construction and licensing of Plant \iogthits 3 and 4.
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Similar additional challenges at the state andridevel are expected as construction proceeds.

The ultimate outcome of these matters cannot berm@ted at this time.

Other Construction

In August 2009, Georgia Power filed its quarterdyistruction monitoring report for Plant McDonoughitd 4, 5, and 6 for the quarter ended
June 30, 2009. In September 2009, Georgia Powendedehe report. As amended, the report includesjaest for an increase in the
certified costs to construct Plant McDonough. Ohrbary 24, 2010, Georgia Power reached a stipul@igyeement with the Georgia PSC
staff that was approved by the Georgia PSC on Maéct2010. The stipulation resolves the June 309 2@nstruction monitoring report,
including the approval of actual expenditures drarequested increase in the certified amount.

On May 6, 2010, the Georgia PSC approved GeorgiePs request to extend the construction schedulelémt RMcDonough Units 4, 5, ar
6 as a result of the short-term reduction in foséed demand.

Other Matters

Georgia Power is involved in various other mattmg litigated, regulatory matters, and certaxrilated issues that could affect future
earnings. In addition, Georgia Power is subjecteain claims and legal actions arising in therag/ course of business. Georgia Power's
business activities are subject to extensive gawemal regulation related to public health andetheironment, such as regulation of air
emissions and water discharges. Litigation oveirenmental issues and claims of various typesuficlg property damage, personal injury,
common law nuisance, and citizen enforcement oirenmental requirements such as opacity and aimvaatdr quality standards, has
increased generally throughout the United Statepatticular, personal injury and other claimsdamages caused by alleged exposure to
hazardous materials, and common law nuisance claimsjunctive relief and property damage allegeckhused by greenhouse gas and other
emissions, have become more frequent. The ultimatiome of such pending or potential litigationiagaGeorgia Power cannot be
predicted at this time; however, for current pratiegs not specifically reported herein or in Not®3he financial statements of Georgia
Power in Item 8 of the Form 10-K, management dagsnticipate that the liabilities, if any, arisifrgm such current proceedings would
have a material adverse effect on Georgia Powmras€ial statements.

The extent of coastal contamination resulting ftbwn oil spill that began in April 2010 in the Golf Mexico has potential impacts on certain
steam plant operations as well as potential sicanifi economic impacts on the affected areas wbithern Companyg’service territory. Tt
ultimate impact of this matter cannot be determiaethis time.

See the Notes to the Condensed Financial Statermergs for discussion of various other contingesciegulatory matters, and other mat
being litigated which may affect future earningsemdial.
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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 redma in the financial statements. See
MANAGEMENT’S DISCUSSION AND ANALYSIS — ACCOUNTING PLICIES — “Application of Critical Accounting Polies and
Estimates” of Georgia Power in Item 7 of the Foi®rKLfor a complete discussion of Georgia Powerisaal accounting policies and
estimates related to Electric Utility Regulatiomgrifingent Obligations, Unbilled Revenues, and Renand Other Postretirement Benefits.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Georgia Power’s financial condition remained statil®arch 31, 2010. Georgia Power intends to caetiio monitor its access to short-term
and long-term capital markets as well as its baeklitarrangements to meet future capital anddifpineeds. See “Sources of Capital” and
“Financing Activities” herein for additional inforation.

Net cash provided from operating activities tote#8@6.8 million for the first three months of 20t@mpared to $233.1 million for tf
corresponding period in 2009. The $93.7 milliorréase in cash provided from operating activitieshanfirst three months of 2010 is
primarily due to a $115.8 million increase in netome. Net cash used for investing activities &at&596.1 million primarily due to gross
property additions to utility plant in the firstrde months of 2010. Net cash provided from finag@ativities totaled $267.7 million for the
first three months of 2010, compared to $357.2iomilfor the corresponding period in 2009. The $88illion decrease is primarily due to
higher issuances of senior notes in the first gu&®09, partially offset by higher capital contiiions from Southern Company in the first
quarter 2010.

Significant balance sheet changes for the firgghmonths of 2010 include an increase of $482.[Bomiin total property, plant, and
equipment, an increase of $247.5 million in longrt@lebt to replace short-term debt and provide $uind Georgia Power’s continuous
construction program, and an increase in paid @italof $464.4 million reflecting equity contribahs from Southern Company.

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, scheduled maturities of lta1ga debt, as well as related interest, derivatbiggations, preferred and preference stock
dividends, leases, purchase commitments, trusirigngéquirements, and unrecognized tax benefitpréyimately $103.8 million will be
required through March 31, 2011 to fund maturiGé¥ngterm debt. The construction program is subjecttdoglic review and revision, ai
actual construction costs may vary from these edémbecause of numerous factors. These factduslenchanges in business conditions;
changes in load projections; changes in environatetéatutes and regulations; changes in nucleatpta meet new regulatory requirements;
changes in FERC rules and regulations; Georgia &ff@vals; changes in legislation; the cost anidieffcy of construction labor,

equipment, and materials; project scope and designges; and the cost of capital. In addition,gluan be no assurance that costs related to
capital expenditures will be fully recovered.
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Sources of Capital

Georgia Power plans to obtain the funds require@dostruction and other purposes from sourcedasira those utilized in the past.
Recently, Georgia Power has primarily utilized fsrficom operating cash flows, short-term debt, dgcigsuances, term loans, and equity
contributions from Southern Company. However, tm@ant, type, and timing of any future financings)éeded, will depend upon regulat
approval, prevailing market conditions, and otlamtdrs. See MANAGEMENT'S DISCUSSION AND ANALYSISFNANCIAL
CONDITION AND LIQUIDITY — “Sources of Capital” of @orgia Power in Item 7 of the Form 10-K for addiabinformation.

In addition, on February 16, 2010, the DOE offeBmbrgia Power a conditional commitment for fedérah guarantees that would apply to
future Georgia Power borrowings related to two fiddal nuclear units on the site of Plant Vogtl&a(® Vogtle Units 3 and 4). Any
borrowings guaranteed by the DOE would be full vese to Georgia Power and secured by a first pyitien on Georgia Power’s 45.7%
undivided ownership interest in Plant Vogtle Uritand 4. Total guaranteed borrowings would not ed¢&% of eligible project costs, or
approximately $3.4 billion, and are expected tdureled by the Federal Financing Bank. Georgia Pdwsro0 days to accept the conditional
commitment. Georgia Power will work with the DOEfitwalize loan guarantees. Final approval and isseaf loan guarantees by the DOE
are subject to receipt of the combined construcios operating license for Plant Vogtle Units 3 drfcom the NRC, negotiation of definiti
agreements, completion of due diligence by the D@Egipt of any necessary regulatory approvalssatidfaction of other conditions. There
can be no assurance that the DOE will issue loanagutees for Georgia Power.

Georgia Power’s current liabilities frequently eedecurrent assets because of the continued us®ifterm debt as a funding source to meet
scheduled maturities of long-term debt, as wettash needs, which can fluctuate significantly duthée seasonality of the business. To meet
short-term cash needs and contingencies, Georgiaftad at March 31, 2010 approximately $12.7 omllof cash and cash equivalents and
approximately $1.7 billion of unused committed éredrangements with banks. As of March 31, 20X@he unused credit arrangements,
$465 million expire in 2010, $130 million expire2011, and $1.1 billion expire in 2012. Of the ératrangements that expire in 2010 and
2011, $40 million contain provisions allowing twear term loans executable at expiration and $9komitontain provisions allowing one-
year term loans executable at expiration. GeorgiaeP expects to renew its credit arrangementseadead, prior to expiration. At March &
2010, the credit arrangements were dedicated taging liquidity support to Georgia Power’'s commiat@aper program and approximately
$901 million of purchase obligations related toiahle rate pollution control revenue bonds. Subsatjito March 31, 2010, Georgia Power
renewed existing credit arrangements totaling $4%5on and extended the expiration dates to 2@flthese facilities, $125 million contain
provisions allowing one-year term loans executablexpiration. See Note 6 to the financial statesehGeorgia Power under “Bank Credit
Arrangements” in Item 8 of the Form 10-K and NdE¢ {o the Condensed Financial Statements underk'Baadit Arrangements” herein for
additional information. Georgia Power may also nsetrt-term cash needs through a Southern Comparsydsary organized to issue and
sell commercial paper at the request and for tinefiteof Georgia Power and other Southern Compaitgigiaries. At March 31, 2010,
Georgia Power had approximately $243 million of coencial paper borrowings outstanding. Managemelig\es that the need for working
capital can be adequately met by utilizing comnangaper programs, lines of credit, and cash.

Credit Rating Risk

Georgia Power does not have any credit arrangentteattsvould require material changes in paymeneédales or terminations as a result «
credit rating downgrade. There are certain corgriwt could require collateral, but not accelet@@yment, in the event of a credit rating
change to BBB- and/or Baa3 or below. These corgra for physical electricity purchases and séles purchases, fuel transportation and
storage, emissions allowances, energy price rigkagement, and construction of new generation. AtiM&1, 2010, the maximum potential
collateral requirements under these contractsB8B- and/or Baa3 rating were approximately $29 iomll At March 31, 2010, the maximum
potential collateral requirements under these eotdrat a rating below BBB- and/or Baa3 were
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approximately $1.2 billion. Included in these amisusre certain agreements that could require eotlain the event that one or more Power
Pool participants has a credit rating change tovbéhvestment grade. Generally, collateral may toevided by a Southern Company
guaranty, letter of credit, or cash. Additionabtiyy credit rating downgrade could impact Georgia@ts ability to access capital markets,
particularly the short-term debt market.

On January 22, 2010, Fitch applied new guideliegsurding the ratings of various hybrid capitaliastents and preferred securities of
companies in all sectors, including banks, insymeeg-bank financial institutions, and non-finahciarporate entities, including utilities. As a
result, the Fitch ratings of Georgia Power’s pneférstock, preference stock, and long-term debalpiayto affiliated trusts decreased from A
to A-. These ratings are not applicable to theatethl requirements described above.

Market Price Risk

Georgia Power’s market risk exposure relative tergst rate changes for the first quarter 201hbashanged materially compared with the
December 31, 2009 reporting period. Since a sicgnifi portion of outstanding indebtedness is atifbetes, Georgia Power is not aware of
any facts or circumstances that would significaaffgct exposures on existing indebtedness in ¢ae term. However, the impact on future
financing costs cannot now be determined.

Due to cost-based rate regulation, Georgia Powsatirages to have limited exposure to market volgtih interest rates, commodity fuel
prices, and prices of electricity. To mitigate desll risks relative to movements in electricityces, Georgia Power enters into physical fixed-
price contracts for the purchase and sale of éé@gtthrough the wholesale electricity market. Gga Power continues to manage a fuel-
hedging program implemented per the guidelinef®iGeorgia PSC. As such, Georgia Power had no isatbange in market risk exposure
for the first quarter 2010 relative to fuel andotfieity prices when compared with the December28D9 reporting period.

The changes in fair value of energy-related dereatontracts, the majority of which are composgtregulatory hedges, for the three months
ended March 31, 2010 were as follows:

First Quarter

2010

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pergsets (liabilities), ni $ (75)
Contracts realized or settl 19
Current period chang¢® (69)
Contracts outstanding at the end of the periodtaghabilities), ne $(125)

(&) Current period changes also include the changksrimalue of new contracts entered into duringpkéod, if any.

The change in the fair value positions of the epealated derivative contracts for the three momthded March 31, 2010 was a decrease of
$50 million, substantially all of which is due tataral gas positions. The change is attributableotb the volume and prices of natural gas
March 31, 2010, Georgia Power had a net hedge whf38 million mmBtu with a weighted average cantrcost approximately $1.85 per
mmBtu above market prices, compared to 65 millionBtu at December 31, 2009 with a weighted averagéract cost approximately $1.16
per mmBtu above market prices. The natural gasésedre recovered through the fuel cost recovenharesm.

Regulatory hedges relate to Georgia Power’s fudimg program where gains and losses are initreltprded as regulatory liabilities and
assets, respectively, and then are included indagénse as they are recovered through the fueteosvery mechanism.
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Unrealized pre-tax gains and losses recognizedciome for the three months ended March 31, 201®6a66 for energy-related derivative
contracts that are not hedges were not material.

The maturities of the energy-related derivativetamis and the level of the fair value hierarchwimich they fall at March 31, 2010 are as
follows:

March 31, 2010
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $ — $— $— $—
Level 2 (125) (71) (53 (1)
Level 3 — — — —
Fair value of contracts outstanding at end of [k $(125) $(71) $(53) $(1)

Georgia Power uses over-the-counter contractsatieatot exchange traded but are fair valued ugilegpwhich are actively quoted, and thus
fall into Level 2. See Note (C) to the CondenseathRtial Statements herein for further discussiofagrvalue measurements.

For additional information, see MANAGEMENT’S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Georgia Power in Item 7 addte 1 under “Financial Instruments” and Note 1thifinancial statements of Georgia
Power in Item 8 of the Form 10-K and Note (H) te ondensed Financial Statements herein.

Financing Activities

In the first quarter 2010, Georgia Power issued)$88lion aggregate principal amount of Series 20 loating Rate Senior Notes due
March 15, 2013. The proceeds were used to repamattrity $250 million aggregate principal amounSafries 2008A Floating Rate Senior
Notes due March 17, 2010, to repay a portion abuistanding shc-term indebtedness, and for general corporate pegpascluding Georgi
Power’s continuous construction program.

In addition to any financings that may be necessameet capital requirements and contractual abbgs, Georgia Power plans to continue,
when economically feasible, a program to retirenbigcost securities and replace these obligatiatislewer-cost capital if market conditiol
permit.
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For the Three Month
Ended March 31
2010 2009
(in thousands
Operating Revenues:

Retail revenue $304,75( $238,39:
Wholesale revenues, r-affiliates 27,91« 21,96¢
Wholesale revenues, affiliat 9,51¢ 5,36(
Other revenue 14,53( 18,56
Total operating revenut 356,71: 284,28
Operating Expenses:

Fuel 152,71: 115,55:
Purchased power, n-affiliates 7,43¢ 4,43¢
Purchased power, affiliat: 20,41 15,38:
Other operations and maintenal 70,41¢ 72,49
Depreciation and amortizatic 28,07: 23,05¢
Taxes other than income tax 25,23 22,44¢
Total operating expens 304,28: 253,37!(
Operating Income 52,43( 30,91«
Other Income and (Expense)

Allowance for equity funds used during construct 1,38¢ 4,81¢
Interest incomt 17 20¢
Interest expense, net of amounts capital (112,38Y) (9,837)
Other income (expense), r (539 (616)
Total other income and (expen: (10,519 5,421
Earnings Before Income Taxe:! 41,91« 25,49:
Income taxe: 15,06 7,40(
Net Income 26,85 18,09:
Dividends on Preference Stocl 1,551 1,557
Net Income After Dividends on Preference Stoc $ 25,30( $ 16,54.

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTLED)

For the Three Month
Ended March 31

2010 2009
(in thousands
Net Income After Dividends on Preference Stock $25,30( $16,54:
Other comprehensive income (los
Qualifying hedges
Changes in fair value, net of tax of $(953) a-, respectively (1,519 —
Reclassification adjustment for amounts includedehincome, net of tax of $105 and $105,
respectively 16€ 167
Total other comprehensive income (loss (1,357 167
Comprehensive Income $23,94¢ $16,70¢

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 amortization, to
Deferred income taxe
Allowance for equity funds used during construct
Pension, postretirement, and other employee bei
Stock based compensation expe
Other, ne
Changes in certain current assets and liabil—
-Receivable:
-Fossil fuel stocl
-Materials and supplie
-Prepaid income taxe
-Property damage cost recovt
-Other current asse
-Accounts payabl
-Accrued taxe:
-Accrued compensatic
-Other current liabilitie:
Net cash provided from operating activit
Investing Activities:
Property addition
Investment in restricted cash from pollution cohtewenue bond
Distribution of restricted cash from pollution cositrevenue bond
Cost of removal, net of salvas
Construction payable
Payments pursuant to Ic-term service agreemer
Other investing activitie
Net cash used for investing activiti
Financing Activities:
Decrease in notes payable,
Proceed—
Common stock issued to part
Capital contributions from parent compe
Pollution control revenue boni
Redemption—
Senior note!
Payment of preference stock divider
Payment of common stock dividen
Other financing activitie
Net cash provided from financing activiti
Net Change in Cash and Cash Equivalent
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Perio
Supplemental Cash Flow Information:
Cash paid during the period f—
Interest (net of $552 and $1,920 capitalized fak@and 2009, respectivel
Income taxes (net of refund

The accompanying notes as they relate to Gulf Paenesan integral part of these condensed finastidé¢ments.
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For the Three Month
Ended March 31

2010 2009
(in thousands

$ 26,85: $ 18,09:
29,65¢ 24,26¢
2,917 (4,022
(1,385 (4,81¢)
55(C (39)
62: 47¢
(520) (5,327
6,15( 32,881
17,41¢ (18,23))
1,170 (205)
4,53( 41€
11 5,42¢
99t 91¢€
(4,447 (13,349
15,53¢ 6,361
(3,462) (11,57¢)
6,30/ 5,761
100,56¢ 36,70:
(81,22H (109,73)
— (49,18¢)
2,34( —
(5,759 (2,330
(11,84¢) 2,36:
(699) (1,602
(190) 24
(97,379 (160,47))
(6,599 (89,93()
50,00( 135,00(
1,12¢ 1,10¢
— 130,40(
(85 —
(1,55)) (1,55))
(26,079 (22,35()
60E (83¢€)
17,42: 151,83
20,61: 28,067
8,671 3,44:
$ 29,28¢ $ 31,51(
$ 9,461 $ 8,347
$ (4,389 $ 3,281
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CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:
Assets 2010 2009
(in thousands

Current Assets:

Cash and cash equivalel $ 29,28¢ $ 8,67
Restricted cash and cash equivale 4,00¢ 6,34
Receivable—
Customer accounts receival 71,84 64,257
Unbilled revenue 46,45: 60,41«
Under recovered regulatory clause rever 11,29: 4,28¢
Other accounts and notes receive 2,10t 4,107
Affiliated companies 1,26( 7,50z
Accumulated provision for uncollectible accou (1,867 (1,919
Fossil fuel stock, at average c 166,24. 183,61¢
Materials and supplies, at average ( 44,74( 38,47¢
Other regulatory assets, curr: 23,71( 19,17:
Prepaid expenst 10,27: 44,76(
Other current asse 2,93¢ 3,634
Total current asse 412,28t 443,34(
Property, Plant, and Equipment:
In service 3,496,30! 3,430,50:
Less accumulated provision for deprecia 1,013,66! 1,009,80
Plant in service, net of depreciati 2,482,64. 2,420,691
Construction work in progre: 178,72t 159,49¢
Total property, plant, and equipme 2,661,36! 2,580,19!
Other Property and Investments 16,11°¢ 15,92:
Deferred Charges and Other Assets
Deferred charges related to income te 43,35: 39,01¢
Other regulatory assets, defer 202,51( 190,97:
Other deferred charges and as: 22,46¢ 24,16(
Total deferred charges and other as 268,32¢ 254,14¢
Total Assets $ 3,358,09 $ 3,293,60

The accompanying notes as they relate to Gulf Paenesan integral part of these condensed finastidééments.

66




Table of Contents

GULF POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:

Liabilities and Stockholder’s Equity 2010 2009
(in thousands

Current Liabilities:
Securities due within one ye $ 140,000 $ 140,00(
Notes payabli 82,28 90,33:
Accounts payabl—

Affiliated 44,42 47,42

Other 69,71! 80,18¢
Customer deposit 33,53¢ 32,36!
Accrued taxe—

Accrued income taxe 12,61¢ 1,95¢

Other accrued taxce 12,08 7,297
Accrued interes 11,48( 10,22:
Accrued compensatic 5,87¢ 9,331
Other regulatory liabilities, currel 23,65¢ 22,41¢
Liabilities from risk management activiti 14,61: 9,44:
Other current liabilitie: 17,51( 20,09:
Total current liabilities 467,79: 471,05¢
Long-term Debt 978,93¢ 978,91
Deferred Credits and Other Liabilities:
Accumulated deferred income ta» 303,85 297,40!
Accumulated deferred investment tax cre 9,26¢ 9,652
Employee benefit obligatior 108,79« 109,27:
Other cost of removal obligatiol 190,93 191,24¢
Other regulatory liabilities, deferre 41,21¢ 41,39¢
Other deferred credits and liabiliti 105,22: 92,37(
Total deferred credits and other liabiliti 759,28¢ 741,34!
Total Liabilities 2,206,02; 2,191,31
Preference Stock 97,99¢ 97,99¢
Common Stockholder’s Equity:
Common stock, without par val—

Authorized- 20,000,000 share

Outstandin¢- March 31, 2010: 3,642,717 sha

- December 31, 2009: 3,142,717 shz 303,06( 253,06(

Paic-in capital 536,49: 534,57
Retained earning 218,34: 219,11°
Accumulated other comprehensive i (3,819 (2,462)
Total common stockhold’'s equity 1,054,07 1,004,29.
Total Liabilities and Stockholder’s Equity $ 3,358,09 $ 3,293,60

The accompanying notes as they relate to Gulf Pangan integral part of these condensed finastag¢ments.
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FIRST QUARTER 2010 vs. FIRST QUARTER 2009

OVERVIEW

Gulf Power operates as a vertically integratedtytiroviding electricity to retail customers withits traditional service area located in
northwest Florida and to wholesale customers irSitheast. Many factors affect the opportunitiésllenges, and risks of Gulf Power’s
business of selling electricity. These factorstidel the ability to maintain a constructive regufgtenvironment, to maintain energy sales
given the effects of the recession, and to effetimmanage and secure timely recovery of risingscdshese costs include those related to
projected long-term demand growth, increasinglingént environmental standards, and fuel pricegqrdypriately balancing the need to
recover these increasing costs with customer prigksontinue to challenge Gulf Power for the feeeable future.

Gulf Power continues to focus on several key peréorce indicators. These indicators include cust@atsfaction, plant availability, system
reliability, and net income after dividends on prehce stock. For additional information on theskdators, see MANAGEMENT’'S
DISCUSSION AND ANALYSIS — OVERVIEW - “Key Performae Indicators” of Gulf Power in Item 7 of the Foli®-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$8.8 52.9

Gulf Power’s net income after dividends on prefeeestock for the first quarter 2010 was $25.3 grillcompared to $16.5 million for the
corresponding period in 2009. The increase wasariiyndue to significantly colder weather, paryatiffset by a decline in sales growth.

Retail Revenue:
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$66.3 27.9

In the first quarter 2010, retail revenues were4$30nillion compared to $238.4 million for the cesponding period in 2009.

Details of the change to retail revenues are dsvist

First Quarter

2010
(in millions) (% change
Retail— prior year $238.<
Estimated change ~

Rates and pricin 16.2 6.8

Sales growth (decline (2.9 1.2

Weathel 12.¢ 5.4

Fuel and other cost recove 40.2 16.€
Retail- current yea $304. 27.%
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Revenues associated with changes in rates andgiigreased in the first quarter 2010 when contptrehe corresponding period in 2009
primarily due to additions of environmental confpobjects.

Annually, Gulf Power petitions the Florida PSC fecovery of projected environmental compliance £astluding any true-up amount from
prior periods, and approved rates are implemerdet danuary. These recovery provisions includéaglexpenses and a return on average
net investment. See Note 1 to the financial statesnef Gulf Power under “Revenues” and Note 3 ®fthancial statements of Gulf Power
under “Environmental Matters — Environmental Reraédn” and “Retail Regulatory Matters — Environmar€ost Recovery” in Item 8 of
the Form 10-K for additional information.

Revenues attributable to changes in sales dealntg first quarter 2010 when compared to theesgonding period in 2009. Weather-
adjusted KWH energy sales to commercial and intistustomers decreased 3.7% and 2.6%, respectihedyto decreased customer
demand. Weather-adjusted KWH energy sales to nesadeustomers remained relatively flat.

Revenues attributable to changes in weather inedeiasthe first quarter 2010 when compared to treesponding period for 2009 due to
significantly colder weather in the first quart€1D.

Fuel and other cost recovery revenues increasttifirst quarter 2010 when compared to the comedimg period for 2009 primarily due to
increased KWH sales. Fuel and other cost recowagnues include fuel expenses, the energy compofientchased power costs, purche
power capacity costs, and revenues related teettmvery of storm damage restoration costs. Annu@lbjf Power petitions the Florida PSC
for recovery of projected fuel and purchased powests including any truap amount from prior periods, and approved ratesmaplemente
each January. The recovery provisions generallplghe related expenses and have no material effenet income. See FUTURE
EARNINGS POTENTIAL — “Florida PSC Matters — Rethilel Cost Recovery” herein and MANAGEMENT'S DISCUSS8! AND
ANALYSIS — FUTURE EARNINGS POTENTIAL — “PSC MattersFuel Cost Recoverydf Gulf Power in Item 7 and Note 1 to the finan
statements of Gulf Power under “Revenues” and “ryfDamage Reserve” and Note 3 to the financ@éestents of Gulf Power under
“Retail Regulatory Matters — Fuel Cost Recoveryttam 8 of the Form 10-K for additional information

Wholesale Revenues — Non-Affiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$5.9 27.1

Wholesale revenues from non-affiliates will varypdading on the market cost of available energy @epto the cost of Gulf Power and
Southern Company system-owned generation, demarehérgy within the Southern Company service tyjtand availability of Southern
Company system generation. Wholesale revenuesrimaffiliates are predominantly unit power saleder long-term contracts to other
Florida utilities. Revenues from these contracteehaoth capacity and energy components. Capacigniees reflect the recovery of fixed
costs and a return on investment under the costr&aergy is generally sold at variable cost.

In the first quarter 2010, wholesale revenues fram-affiliates were $27.9 million compared to $2&illion for the corresponding period in
2009. The increase was primarily due to increasedgy revenues related to a 19.2% increase in K@lesdo serve weatheelated increas:
in customer demand, and a 14.2% increase in pelaged to energy rates.
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Wholesale Revenues — Affiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$4.2 77.6

Wholesale revenues from affiliates will vary depegdon demand and the availability and cost of gatireg resources at each company
within the Southern Company system. These affikaties are made in accordance with the IIC, asoapdrby the FERC. These transactions
do not have a significant impact on earnings stheeenergy is generally sold at marginal cost.

In the first quarter 2010, wholesale revenues faffiliates were $9.5 million compared to $5.3 naillifor the corresponding period in 2009.
The increase was primarily due to a 47.9% incré@agpeice related to energy rates and increasedggnerenues related to a 20.1% increa
KWH sales to serve weather-related increases itoowes demand.

Other Revenues
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$(4.1) 21.7

In the first quarter 2010, other revenues were%iillion compared to $18.6 million for the corresyling period in 2009. The decrease was
primarily due to decreased revenues from otherggnservices, partially offset by higher franchised. The decreased revenues from other
energy services did not have a material impacteirintome since they were generally offset by dasedt expenses. Franchise fees have no
impact on net income.

Fuel and Purchased Power Expenses

First Quarter 201
VS.
First Quarter 200
(change in millions (% change

Fuel* $37.1 32.2
Purchased powe nor-affiliates 3.C 67.5
Purchased powe affiliates 5.1 3217
Total fuel and purchased power exper $45.2

* Fuel includes fuel purchased by Gulf Power foritgllagreements where power is generated by thedmoand is included in purchas
power when determining the average cost of purchpeeer.

In the first quarter 2010, total fuel and purchageder expenses were $180.6 million compared t& #l1@iillion for the corresponding peri
in 2009. The net increase in fuel and purchasedepexpenses was due to a $26.2 million increaserasult of the average cost of fuel and a
$19.0 million increase related to total KWHs getedlaand purchased.

Fuel and purchased power transactions do not haigndicant impact on earnings since energy expese generally offset by energy
revenues through Gulf Power’s fuel cost recoveayist. See FUTURE EARNINGS POTENTIAL — “Florida PE@tters — Retail Fuel Cost
Recovery” herein for additional information.
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Details of Gulf Power’s cost of generation and pased power are as follows:

First Quarte! First Quarte! Percen
Average Cos 2010 2009 Change
(cents per net KWF
Fuel 4.9z 4.31 14.1¢
Purchased powe 6.7:2 5.1¢ 29.67

In the first quarter 2010, fuel expense was $15dllfon compared to $115.6 million for the corresping period in 2009. The increase was
primarily due to 27.2% increase in the average absbal and a 10.2% increase in KWHs generatedrasult of increased demand, partially
offset by a 4.0% decrease in the average costtofalaas prices.

Nor-Affiliates

In the first quarter 2010, purchased power expémase non-affiliates was $7.4 million compared ta4#illion for the corresponding period
in 2009. The increase was primarily due to a 25818%ease in average cost per KWH purchased, fpriiset by a 10.1% decrease in the
volume of KWHs purchased. The average cost per Kidhased increased primarily due to a greatergmoaf KWHSs being purchased
from gas-fired generation, which had higher maghkating in the first quarter 2010 due to greatandad for natural gas due to significantly
colder weather, and PPAs that began in June 2009.

Energy purchases from non-affiliates will vary degi@g on the market cost of available energy coebéw the cost of Southern Company
system-generated energy, demand for energy witleiriSbuthern Company system service territory, haavailability of Southern Company
system generation.

Affiliates

In the first quarter 2010, purchased power expéose affiliates was $20.4 million compared to $1E8lion for the corresponding period in
2009. The increase was primarily due to a 52.1%egmee in the volume of KWHSs purchased from lowérgat Power Pool resources,
partially offset by an 11.8% decrease in average ger KWH purchased.

Energy purchases from affiliates will vary depemgdam demand and the availability and cost of gaimeyaesources at each company within
the Southern Company system. These purchases deeimaccordance with the 1IC or other contracagaEements, as approved by the
FERC.

Other Operations and Maintenance Expenses

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(2.1) (2.9)

In the first quarter 2010, other operations andntesiance expenses were $70.4 million compared2d$illion for the corresponding

period in 2009. The decrease was primarily duesttr&hses in storm recovery costs and expenseoft@nenergy services. These decreases
were offset by increased maintenance, labor, andflie expenses. The decreased expenses fromestbagy services and the decreased
storm recovery costs did not have a material impaaarnings since they were offset by decreassatided revenues.
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Depreciation and Amortizatiol
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$5.0 21.7

In the first quarter 2010, depreciation and amatiin was $28.1 million compared to $23.1 milliam the corresponding period in 2009. The
increase was primarily due to the addition of aviremmental control project at Plant Crist beingqed into service in December 2009 and
other net additions to generation and distributamilities.

Taxes Other Than Income Taxes
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$2.8 12.4

In the first quarter 2010, taxes other than incéaxes were $25.2 million compared to $22.4 millionthe corresponding period in 2009. *
increase was primarily due to increases in grossipetaxes and franchise fees, which have no ilnpaoet income.

Allowance for Funds Used During Constructio

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(3.4) (71.3)

In the first quarter 2010, AFUDC equity was $1.4liomn compared to $4.8 million for the corresporgliperiod in 2009. The decrease was
primarily due to an environmental control projecP&nt Crist being placed into service in Decent9.

Interest Expense, Net of Amounts Capitaliz

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$1.6 15.8

In the first quarter 2010, interest expense, netnodunts capitalized was $11.4 million comparefid®@ million for the corresponding period
in 2009. The increase was primarily due to the gban capitalization of the AFUDC debt related toemvironmental control project at Plant
Crist being placed into service in December 2009.

Income Taxes
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$7.7 103.6

In the first quarter 2010, income taxes were $haillion compared to $7.4 million for the corresp@mglperiod in 2009. The increase was
to higher pre-tax earnings.
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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 Gulf Power’s ability to mainta constructive regulatory environment that icar@s to allow for the recovery of all
prudently incurred costs during a time of incregginsts. Future earnings in the near term will ddp@ part, upon maintaining energy sales
which is subject to a number of factors. Theseofadinclude weather, competition, new energy catdravith neighboring utilities, energy
conservation practiced by customers, the pricdeufticity, the price elasticity of demand, and th&e of economic growth or decline in Gulf
Power’s service area. Recessionary conditions imapacted sales; the timing and extent of the ecanoecovery will impact growth and
may impact future earnings. For additional infonmatelating to these issues, see RISK FACTOR$eim ILA and MANAGEMENT’S
DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAbf Gulf Power in Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental statutes and regulations coffiétearnings if such costs cannot
continue to be fully recovered in rates on a timtmgis. See MANAGEMENT’'S DISCUSSION AND ANALYSISFUTURE EARNINGS
POTENTIAL — “Environmental Matters” of Gulf Powar item 7 and Note 3 to the financial statementSaf Power under “Environmental
Matters” in Item 8 of the Form 10-K for additioriaformation.

Carbon Dioxide Litigation
New York Cas

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — New York Case” of Gulf Powar Item 7 and Note 3 to the financial statementSaf Power under “Environmental
Matters — Carbon Dioxide Litigation — New York Cageltem 8 of the Form 10-K for additional inforrtian regarding carbon dioxide
litigation. The U.S. Court of Appeals for the Sedd@ircuit denied the defendants’ petition for retmegen banc on March 5, 2010 and
granted the defendants’ request to stay the manalatéow the defendants to file a petition for taaf certiorari with the U.S. Supreme Court
on March 16, 2010. The ultimate outcome of thest#tarsmcannot be determined at this time.

Other Litigation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — Other Litigation” of Gulf Powen Item 7 and Note 3 to the financial statemeafit&ulf Power under “Environmental
Matters — Carbon Dioxide Litigation — Other Litigat” in Item 8 of the Form 10-K for additional infmation regarding carbon dioxide
litigation related to Hurricane Katrina. On Februa6, 2010, the U.S. Court of Appeals for the Fiftincuit granted the defendants’ petition
for rehearing en banc. The ultimate outcome of itagter cannot be determined at this time.

Coal Combustion Byproducts

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envirmental
Statutes and Regulations — Coal Combustion Bypitstie¢ Gulf Power in Item 7 of the Form 10-K forfammation regarding potential
additional regulation of coal combustion byprodu@sa May 4, 2010, the EPA issued a proposal requesbmments on two potential
regulatory options for management and disposabaf combustion
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byproducts, either of which could require conveansid existing storage units to lined landfills wakditional waste management and
groundwater monitoring requirements. Under bothonst, the EPA proposes to exempt the beneficiae@d coal combustion byproducts
from regulation. The outcome of these proposedlagigns will depend on their final form and anyaéghallenges, and cannot be determ
at this time. However, additional regulation of lccambustion byproducts could have a significanpact on Gulf Power’'s management,
beneficial use, and disposal of such byproductscamtt result in significant additional compliarmests that could affect future unit
retirement and replacement decisions and resuttp@fations, cash flows, and financial conditiosu€h costs are not recovered through
regulated rates.

Global Climate Issues

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Glob@limate
Issues” of Gulf Power in Item 7 of the Form 10-K fioformation regarding the potential for legistatiand regulation addressing greenhouse
gas and other emissions. On April 1, 2010, the ERBAed a final rule regulating greenhouse gas @nisérom new motor vehicles under the
Clean Air Act. The EPA has stated that, once thlis becomes effective on January 2, 2011, carbaxidé and other greenhouse gases will
become regulated pollutants under the Preventi@igifificant Deterioration (PSD) preconstructiommiz program and the Title V operating
permit program, which both apply to power plants.aresult, the construction of new facilitiestoe thajor modification of existing facilities
could trigger the requirement for a PSD permit tradinstallation of the best available control temlogy for carbon dioxide and other
greenhouse gases. The EPA also published a propgisegbverning how these programs would be appbtestationary sources, including
power plants, in October 2009. The EPA is expetddihalize this proposed rule during 2010. Thénudtte outcome of these proposed and
final rules cannot be determined at this time aflddepend on additional regulatory action and &gal challenges.

Florida PSC Matters
Retail Fuel Cost Recover

Gulf Power has established fuel cost recovery rapgsoved by the Florida PSC. In recent years, Baolfier has experienced volatility in
pricing of fuel commaodities with higher than expatpricing for coal and volatile price swings irtural gas. If the projected fuel cost ovel
under recovery balance at year-end exceeds 108 girbjected fuel revenue applicable for the per@af Power is required to notify the
Florida PSC and indicate if an adjustment to thet dost recovery factor is being requested.

Under recovered fuel costs at March 31, 2010 tdt&&3 million, compared to $2.4 million at DecemB&, 2009. This amount is included in
under recovered regulatory clause revenues onRawliers Condensed Balance Sheets herein. Fuel cost ipa@wenues, as recorded on
financial statements, are adjusted for differennesctual recoverable costs and amounts billedifnenit regulated rates. Accordingly, any
change in the billing factor would have no sigrafit effect on Gulf Power’s revenues or net incoou would affect cash flow. See
MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTURE EARNIGS POTENTIAL — “PSC Matters — Fuel Cost RecovesfGulf
Power in Item 7 and Notes 1 and 3 to the finarst@lements of Gulf Power under “Revenues” and ‘iRRegulatory Matters — Fuel Cost
Recovery,” respectively, in Item 8 of the Form 1GeK additional information.
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Legislation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Legislation” of Gulf Power iftem 7 of
the Form 10-K for additional information.

On March 23, 2010, the Patient Protection and Affibte Care Act (PPACA) was signed into law andMamch 30, 2010, the Health Care
and Education Reconciliation Act of 2010 (HCERA atodjether with PPACA, the Acts), which makes vasiamendments to certain aspects
of the PPACA, was signed into law. The Acts effesly change the tax treatment of federal subsigéd to sponsors of retiree health benefit
plans that provide prescription drug benefits Hratat least actuarially equivalent to the corradpa benefits provided under Medicare

Part D. The federal subsidy paid to employers wasduced as part of the Medicare Prescription Dhugrovement, and Modernization Act
of 2003 (MPDIMA). Since the 2006 tax year, Gulf Rmhas been receiving the federal subsidy relategéitain retiree prescription drug
plans that were determined to be actuarially edentao the benefit provided under Medicare PartbBder the MPDIMA, the federal subsi
does not reduce an employer’s income tax deduéiotihe costs of providing such prescription drl@ng nor is it subject to income tax
individually. Under the Acts, beginning in 2013, employer’s income tax deduction for the costsrof/mling Medicare Part D-equivalent
prescription drug benefits to retirees will be reeldi by the amount of the federal subsidy. Under BAZny impact from a change in tax law
must be recognized in the period enacted regardfebe effective date; however, as a result akstegulatory treatment, this change had no
material impact on the financial statements of GRafver. Southern Company is in the process of sisgethe extent to which the legislation
may affect its future health care and related egg#denefit plan costs. Any future impact on tinardicial statements of Gulf Power cannc
determined at this time.

On April 28, 2010, Southern Company signed a S@&d Investment Grant agreement with the DOE, fdiyr&ccepting a $165 million
grant under the American Recovery and Reinvesti®ienof 2009. This funding will be used for transsi@ and distribution automation and
modernization projects. Gulf Power will receivedamill match, $15.5 million under this agreement.

Other Matters

Gulf Power is involved in various other mattersngglitigated and regulatory matters that could @ffature earnings. In addition, Gulf Power
is subject to certain claims and legal actiondragign the ordinary course of business. Gulf Poweérisiness activities are subject to extensive
governmental regulation related to public healttl #re environment, such as regulation of air emissand water discharges. Litigation over
environmental issues and claims of various typeduding property damage, personal injury, comnawm huisance, and citizen enforcement
of environmental requirements such as opacity anahal water quality standards, has increased généhroughout the United States. In
particular, personal injury and other claims fomad@es caused by alleged exposure to hazardousiagtand common law nuisance claims
for injunctive relief and property damage allegecliyised by greenhouse gas and other emissionsbbegme more frequent. The ultimate
outcome of such pending or potential litigationiagaGulf Power cannot be predicted at this tinmyéver, for current proceedings not
specifically reported herein or in Note 3 to theaficial statements of Gulf Power in Item 8 of thenk 10-K, management does not anticipate
that the liabilities, if any, arising from such oemt proceedings would have a material adversetaffe Gulf Power’s financial statements.

The extent of coastal contamination resulting ftbwn oil spill that began in April 2010 in the Golf Mexico has potential impacts on certain
steam plant operations as well as potential sicanifi economic impacts on the affected areas wlbimthern Companyg’service territory. Tt
ultimate impact of this matter cannot be determiaethis time.

See the Notes to the Condensed Financial Staterhergs for discussion of various other contingescregulatory matters, and other ma
being litigated which may affect future earningsemdial.
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ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Gulf Power prepares its financial statements iroetance with accounting principles generally acee the United States. Significant
accounting policies are described in Note 1 tdfithencial statements of Gulf Power in Item 8 of Fegrm 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 redma in the financial statements. See
MANAGEMENT’S DISCUSSION AND ANALYSIS — ACCOUNTING PLICIES — “Application of Critical Accounting Polies and
Estimates” of Gulf Power in Item 7 of the Form 1(d€ a complete discussion of Gulf Power’s critiaatounting policies and estimates
related to Electric Utility Regulation, Contingedbligations, Unbilled Revenues, and Pension an@&Rlostretirement Benefits.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Gulf Power’s financial condition remained stabldévitrch 31, 2010. Gulf Power intends to continuentmnitor its access to short-term and
long-term capital markets as well as its bank ¢r&aiangements to meet future capital and liquidégds. See “Sources of Capital” and
“Financing Activities” herein for additional inforation.

Net cash provided from operating activities tote#d@0.6 million for the first three months of 20ddmpared to $36.7 million for tt
corresponding period in 2009. The $63.9 milliorréase in cash provided from operating activities p@marily due to a $35.7 million
decrease in fossil fuel stock resulting from améase in generation and a decrease in cash payretated to fuel inventory; a $26.7 million
increase in liabilities primarily due to timing;dan $8.8 million increase in net income; partiaffset by a $26.7 million decrease in
collections attributable to regulatory fuel clawseenues. Net cash used for investing activitieaed $97.4 million in the first three months
of 2010 compared to $160.5 million for the corrasging period in 2009. The $63.1 million decreass wamarily due to a $28.5 million
decrease in gross property additions and a $49l@minvestment in restricted cash in 2009, pditiaffset by a $14.2 million increase in
construction payables, primarily due to non-affdipayables. Net cash provided from financing éatotaled $17.4 million for the first
three months of 2010, compared to $151.8 milliartfie corresponding period in 2009. The $134.4iomldecrease in cash provided from
financing activities was primarily due to highesuance of common stock in 2009 and issuance aitpmil control revenue bonds in 2009.

Significant balance sheet changes for the firsttgu2010 include a net increase of $81.2 milliepioperty, plant, and equipment, primarily
related to environmental control projects; the ésse of common stock to Southern Company for $3om;i a decrease of $34.5 million in
prepaid expenses, primarily due to a planned irigpeander a long-term service agreement and sedserin PPA deferred capacity expense
due to seasonality; and other regulatory assetsirdd, and other deferred credits and liabilitreseased by $11.5 million and $12.9 million,
respectively, primarily due to an increase in PRefeded capacity expense.

Capital Requirements and Contractual Obligations

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral
Contractual Obligations” of Gulf Power in Item 7tbe Form 10-K for a description of Gulf Power'gital requirements for its construction
program, maturities of long-term debt, leases vaditie obligations, preference stock dividendschase commitments, and trust funding
requirements. Approximately $140 million will beqréred through March 31, 2011 for maturities ofdeerm debt. The construction progr
is subject to periodic review and revision, andiattonstruction costs may vary from these estismbéeEause of numerous factors. These
factors
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include: changes in business conditions; changkmohprojections; storm impacts; changes in emvirental statutes and regulations; cha
in FERC rules and regulations; Florida PSC appsywdianges in legislation; the cost and efficieofcgonstruction labor, equipment, and
materials; project scope and design changes; andast of capital. In addition, there can be nai@sxe that costs related to capital
expenditures will be fully recovered.

Sources of Capital

Gulf Power plans to obtain the funds required famstruction and other purposes from sources sirl#tiose utilized in the past. Recently,
Gulf Power has utilized funds from operating cdelw$, short-term debt, security offerings, a loegit bank note, and equity contributions
from Southern Company. However, the amount, typd,tening of any future financings, if needed, vd#épend upon regulatory approval,
prevailing market conditions, and other factoree SANAGEMENT'’S DISCUSSION AND ANALYSIS -FINANCIAL CONDITION AND
LIQUIDITY — “Sources of Capital” of Gulf Power intdm 7 of the Form 10-K for additional information.

Gulf Power’s current liabilities frequently excemdrrent assets because of the continued use dftelnor debt as a funding source to meet
scheduled maturities of long-term debt, as weltash needs, which can fluctuate significantly duthé seasonality of the business. To meet
short-term cash needs and contingencies, Gulf Pbagat March 31, 2010 approximately $29.3 milliddrcash and cash equivalents and
$220 million of unused committed credit arrangersemith banks. As of March 31, 2010, of the unusedlit arrangements, $190 million
expire in 2010 and $30 million expire in 2011. Bése credit arrangements, $100 million containigiors allowing one-year term loans
executable at expiration. Gulf Power expects t@weits credit arrangements, as needed, prior toaign. These credit arrangements pro
liquidity support to Gulf Power’s commercial pagmarrowings and $69 million are dedicated to funddugchase obligations related to
variable rate pollution control revenue bonds. 8gbent to March 31, 2010, Gulf Power renewed agstredit arrangements totaling

$75 million and extended the expiration dates th12@\ll of these facilities contain provisions allmg one-year term loans executable at
expiration. See Note 6 to the financial statemehtSulf Power under “Bank Credit Arrangements”farh 8 of the Form 10-K and Note

(E) to the Condensed Financial Statements undenkBaedit Arrangements” herein for additional infation. Gulf Power may also meet
short-term cash needs through a Southern Compdnsydsary organized to issue and sell commerciabpapthe request and for the benefit
of Gulf Power and other Southern Company subsisavkt March 31, 2010, Gulf Power had $82 millidrtommercial paper borrowings
outstanding. Management believes that the needddking capital can be adequately met by utilizihg commercial paper program, lines of
credit, and cash.

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 corgriwt could require collateral, but not accelet@@yment, in the event of a credit rating
change to BBB- and/or Baa3 or below. These corgtra for physical electricity purchases and séles transportation and storage, and
energy price risk management. At March 31, 2010 ntlaximum potential collateral requirements untiesé contracts at a BBBnd/or Baa:
rating were approximately $128 million. At March,2D10, the maximum potential collateral requiretaemder these contracts at a rating
below BBB- and/or Baa3 were approximately $572imill Included in these amounts are certain agretstleat could require collateral in
the event that one or more Power Pool participhassa credit rating change to below investmentegr&nerally, collateral may be provided
by a Southern Company guaranty, letter of creditash. Additionally, any credit rating downgradaeild impact Gulf Power’s ability to
access capital markets, particularly the short-teéetnt market.
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On January 22, 2010, Fitch applied new guideliegsurding the ratings of various hybrid capitaliastents and preferred securities of
companies in all sectors, including banks, insumos-bank financial institutions, and non-finahcerporate entities, including utilities. As a
result, the Fitch rating of Gulf Power’s preferesteck decreased from A- to BBB+. These ratingsateapplicable to the collateral
requirements described above.

Market Price Risk

Gulf Power’s market risk exposure relative to in#rate changes for the first quarter 2010 hashatged materially compared with the
December 31, 2009 reporting period. Since a sicanifi portion of outstanding indebtedness is atifees, Gulf Power is not aware of any
facts or circumstances that would significantlyeaffexposures on existing indebtedness in thetegar However, the impact on future
financing costs cannot now be determined.

Due to cost-based rate regulation, Gulf Power ooet to have limited exposure to market volatilitynterest rates, commodity fuel prices,
and prices of electricity. To mitigate residuakggelative to movements in electricity prices, {Rbwer enters into physical fixed-price
contracts for the purchase and sale of electribityugh the wholesale electricity market. Gulf Powentinues to manage a fuel-hedging
program implemented per the guidelines of the BoRSC. As such, Gulf Power had no material changerket risk exposure for the first
guarter 2010 when compared with the December 319 2€porting period.

The changes in fair value of energy-related dereatontracts, the majority of which are composgtregulatory hedges, for the three months
ended March 31, 2010 were as follows:

First Quarter

2010

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pe@gsets (liabilities), ni $(14)

Contracts realized or settl 4

Current period chang¢@ (11)
Contracts outstanding at the end of the periodgtagtabilities), ne $(21)

(@) Current period changes also include the changksrimalue of new contracts entered into duringkeéod, if any.

The change in the fair value positions of the epeaiated derivative contracts for the three momthded March 31, 2010 was a decrease of
$7 million, substantially all of which is due totneal gas positions. The change is attributabledtt the volume and prices of natural gas. At
March 31, 2010, Gulf Power had a net hedge volufi@®anillion mmBtu with a weighted average contregst approximately $2.09 per
mmBtu above market prices, compared to 11 millionBtu at December 31, 2009 with a weighted averagéract cost approximately $1.29
per mmBtu above market prices. Natural gas hedgeseaovered through the fuel cost recovery clause.

Regulatory hedges relate to Gulf Power’s faetlging program where gains and losses are igitiatlorded as regulatory liabilities and as:
respectively, and then are included in fuel expessthey are recovered through the fuel cost regmlause.

Unrealized pre-tax gains and losses recognizedciome for the three months ended March 31, 201®a66 for energy-related derivative
contracts that are not hedges were not material.
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The maturities of the energy-related derivativetameis and the level of the fair value hierarchwimich they fall at March 31, 2010 are as
follows:

March 31, 2010
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $— $— $— $—
Level 2 (22) (14) (6) 1)
Level 3 — — — —
Fair value of contracts outstanding at end of gk $(21) $(14) $(6) $@)

Gulf Power uses over-thesunter contracts that are not exchange tradedruair valued using prices which are activelytgdpand thus fa
into Level 2. See Note (C) to the Condensed Firsu8tatements herein for further discussion onvailue measurements.

For additional information, see MANAGEMENT’S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Gulf Power in Item 7 and Mot under “Financial Instruments” and Note 10 ®fihancial statements of Gulf Power
in Item 8 of the Form 10-K and Note (H) to the Censed Financial Statements herein.

Financing Activities

In the first quarter 2010, Gulf Power issued tot8etn Company 500,000 shares of common stock, withar value, and realized proceeds
of $50 million. The proceeds were used to repagréign of Gulf Power’s short-term debt and for ateneral corporate purposes.

Subsequent to March 31, 2010, Gulf Power issue® $iillion aggregate principal amount of Series 204075% Senior Notes due April 15,
2020. The proceeds will be used to repay at mst#ittO million aggregate principal amount of Se#889A Floating Rate Senior Notes due
June 28, 2010, to repay a portion of its outstagaimort-term debt, and for general corporate pwpadscluding Gulf Power’s continuous
construction program.

Also subsequent to March 31, 2010, Gulf Powerest$100 million of interest rate hedges relateth&oSeries 2010A Senior Note issuanc
a gain of approximately $1.5 million. The gain it amortized to interest expense over 10 years.

In addition to any financings that may be necestaryieet capital requirements, contractual oblayesj and stormecovery, Gulf Power pla
to continue, when economically feasible, a progtametire higher-cost securities and replace tloédigations with lower-cost capital if
market conditions permit.

79




Table of Contents

MISSISSIPPI POWER COMPANY

80




Table of Contents

MISSISSIPPI POWER COMPANY
CONDENSED STATEMENTS OF INCOME (UNAUDITED)

For the Three Month
Ended March 31
2010 2009
(in thousands
Operating Revenues:

Retail revenue $186,58 $175,73!
Wholesale revenues, r-affiliates 78,88¢ 80,15
Wholesale revenues, affiliat 14,67 9,41¢
Other revenue 3,481 3,41¢
Total operating revenut 283,63 268,72.
Operating Expenses:

Fuel 130,79 119,96!
Purchased power, n-affiliates 3,621 2,83t
Purchased power, affiliat: 14,72: 21,80¢
Other operations and maintenal 67,33¢ 59,76
Depreciation and amortizatic 18,67¢ 18,01t
Taxes other than income tax 18,46( 14,92«
Total operating expens 253,61: 237,30!
Operating Income 30,02¢ 31,41¢
Other Income and (Expense)

Interest incom 33 632
Interest expense, net of amounts capital (6,179 (4,762)
Other income (expense), r 1,54¢ 1,62¢
Total other income and (expen: (4,597 (2,507
Earnings Before Income Taxe:! 25,42¢ 28,917
Income taxe: 9,74: 10,51
Net Income 15,68¢ 18,40
Dividends on Preferred Stock 433 433
Net Income After Dividends on Preferred Stock $ 15,25: $ 17,97.

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTED)

For the Three Month
Ended March 31

2010 2009
(in thousands
Net Income After Dividends on Preferred Stock $15,25! $17,97:
Other comprehensive income (los
Qualifying hedges
Changes in fair value, net of tax of $12 and $1é8pectively 20 26¢
Comprehensive Income $15,27: $18,23¢

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
2010 2009
(in thousands

Operating Activities:

Net income $ 15,68¢ $ 18,40:
Adjustments to reconcile net income to net caskigeal from operating activitie—
Depreciation and amortization, to 20,11¢ 19,47¢
Deferred income taxe (8,080 (4,562)
Pension, postretirement, and other employee bsi 1,822 1,90z
Stock based compensation expe 757 657
Generation construction screening c¢ (18,83 (8,400
Other, ne 1,14¢ (119
Changes in certain current assets and liabil—
-Receivable: 7,71 19,38(
-Under recovered regulatory clause rever — 12,941
-Fossil fuel stocl 17,76: (20,31%)
-Materials and supplie (88E) (379
-Prepaid income taxe — 1,061
-Other current asse (8,262) (2,599
-Other accounts payak 97C (17,890
-Accrued taxe: (12,109 (18,604
-Accrued compensatic (7,719 (15,487
-Over recovered regulatory clause rever 7,59¢ —
-Other current liabilitie! (70¢) 1,62¢
Net cash provided from (used for) operating adési 16,97 (12,879
Investing Activities:
Property addition (19,059 (26,47¢)
Cost of removal, net of salvas (3,37%) (2,94))
Construction payable 2,812 1,08
Other investing activitie (5,31€) (50€6)
Net cash used for investing activiti (24,937) (28,847)
Financing Activities:
Decrease in notes payable, — (26,297
Proceed—
Capital contributions from parent compe 752 1,29¢
Senior notes issuanc — 125,00(
Redemption—
Capital lease (329) —
Senior note! — (40,000
Payment of preferred stock divider (433) (439)
Payment of common stock dividen (17,150 (17,12%
Other financing activitie 74 (1,747)
Net cash provided from (used for) financing aci@g (17,080 40,70
Net Change in Cash and Cash Equivalent (25,039 (1,019
Cash and Cash Equivalents at Beginning of Perio 65,02t 22,41
Cash and Cash Equivalents at End of Perio $ 39,98¢ $ 21,39¢

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest (net of $9 and $125 capitalized for 2046 2009, respectively $ 7,02¢ $ 3,84%
Income taxes (net of refund $ (3,82)) $ (2,325

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

At March 31, At December 3:
Assets 2010 2009
(in thousands

Current Assets:

Cash and cash equivalel $ 39,98t $ 65,02¢
Receivable—
Customer accounts receival 36,27 36,76¢
Unbilled revenue 25,21 27,16¢
Other accounts and notes receive 6,247 11,330
Affiliated companies 13,04: 13,21¢
Accumulated provision for uncollectible accou (842) (940
Fossil fuel stock, at average c 109,47 127,23
Materials and supplies, at average ( 28,67¢ 27,79:
Other regulatory assets, curr: 67,58: 53,27:
Prepaid income taxce 35,10¢ 32,233
Other current asse 15,61 12,62¢
Total current asse 376,36t 405,73t
Property, Plant, and Equipment:
In service 2,327,31 2,316,49.
Less accumulated provision for depreciat 958,07¢ 950,37«
Plant in service, net of depreciati 1,369,24. 1,366,12.
Construction work in progre: 65,06 48,21¢
Total property, plant, and equipme 1,434,30. 1,414,341
Other Property and Investments 6,72¢ 7,01¢
Deferred Charges and Other Assets
Deferred charges related to income te 13,16: 8,53¢
Other regulatory assets, defer 232,98: 209,10(
Other deferred charges and as: 22,57( 27,95!
Total deferred charges and other as 268,71! 245,58°
Total Assets $ 2,086,11 $ 2,072,68.

The accompanying notes as they relate to MissisBipwer are an integral part of these condensedhial statements.
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MISSISSIPPI POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:

Current Liabilities:
Securities due within one ye
Accounts payabl—
Affiliated
Other
Customer deposit
Accrued taxe—
Accrued income taxe
Other accrued taxe
Accrued interes
Accrued compensatic
Other regulatory liabilities, curre
Over recovered regulatory clause liabilit
Liabilities from risk management activiti
Other current liabilitie:
Total current liabilities
Long-term Debt
Deferred Credits and Other Liabilities:
Accumulated deferred income tay
Deferred credits related to income ta
Accumulated deferred investment tax cre
Employee benefit obligatior
Other cost of removal obligatiol
Other regulatory liabilities, deferre
Other deferred credits and liabiliti
Total deferred credits and other liabiliti
Total Liabilities
Redeemable Preferred Stocl
Common Stockholde’s Equity:
Common stock, without par val—
Authorized- 1,130,000 share
Outstanding¢- 1,121,000 share
Paic-in capital
Retained earning

Accumulated other comprehensive income (li

Total common stockhold’'s equity
Total Liabilities and Stockholder’s Equity

2010 2009
(in thousands

$ 81,35¢ $ 1,33(
45,41« 49,20¢
46,07¢ 38,66
11,57: 11,14
31,31¢ 10,59(
16,71( 49,54’
4,29( 5,73¢
6,06¢ 13,78¢
5,982 7,61(
56,19 48,59¢
29,61¢ 19,45«
24,55 21,14:
359,15( 276,80°
413,17: 493,48
223,50° 223,06t
12,81¢ 13,93%
12,52¢ 12,82t
163,07( 161,77¢
101,91: 97,82(
55,267 54,57¢
53,65¢ 47,09(
622,76( 611,09:
1,395,08: 1,381,37!
32,78( 32,78(
37,69 37,69:
327,16¢ 325,56
293,37: 295,26
20 —
658,25:. 658,52.
$ 2,086,11 $ 2,072,68.

The accompanying notes as they relate to MissisBipwer are an integral part of these condensedhfial statements.
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MISSISSIPPI POWER COMPANY
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FIRST QUARTER 2010 vs. FIRST QUARTER 2009

OVERVIEW

Mississippi Power operates as a vertically integtattility providing electricity to retail custongewithin 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 electricifyese factors include the ability to maintairoastructive regulatory environment, to
maintain energy sales given the effects of thes®oa, and to effectively manage and secure timeglgvery of rising costs. These costs
include those related to projected long-term denwaodith, increasingly stringent environmental stad, fuel, capital expenditures, and
restoration following major storms. Mississippi Rowas various regulatory mechanisms that opevaddress cost recovery. Appropriately
balancing required costs and capital expendituigsneasonable retail rates will continue to chadie Mississippi Power for the foreseeable
future.

Mississippi Power continues to focus on severalpe&yormance indicators. In recognition that Misgipi 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 otherqrenbince measures, including broader measures wihoas satisfaction, plant availability,
system reliability, and net income after dividewodspreferred stock. For additional information bage indicators, see MANAGEMENT'S
DISCUSSION AND ANALYSIS — OVERVIEW - “Key Performae Indicators” of Mississippi Power in Item 7 oétRorm 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$(2.7) (15.1)

Mississippi Power’s net income after dividends oefgrred stock for the first quarter 2010 was $1bilion compared to $18.0 million for

the corresponding period in 2009. The decreasetimeome after dividends on preferred stock ferfttst quarter 2010 was primarily due to
a decrease in wholesale energy revenue from ndiateffcustomers served outside Mississippi Powsgiwice territory; a decrease in interest
income; and increases in operations and mainterapEnses and interest expense, net of amountsléagi. The decrease in net income
after dividends on preferred stock for the firsagar 2010 was partially offset by an increasesimitorial base revenue primarily resulting
from significantly colder weather in the first qtear2010 compared to the first quarter 2009.

Retail Revenue:
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$10.9 6.1

In the first quarter 2010, retail revenues were6b &nillion compared to $175.7 million for the cesponding period in 2009.
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Details of the change to retail revenues are dsvist

First Quarter

2010
(in millions) (% change’
Retail— prior year $175.7
Estimated change —
Rates and pricin (0.2 (0.2)
Sales growth (decline (1.7 (0.7)
Weathel 6.9 3.9
Fuel and other cost recove 5.3 3.C
Retail— current yea $186.€ 6.1%

Revenues associated with changes in rates andgydeicreased in the first quarter 2010 when condparéhe corresponding period in 2009
due to a $0.7 million decrease related to SystestdRation Rider (SRR) revenues pursuant to an drder the Mississippi PSC, partially
offset by an increase of $0.5 million related te ECO Plan rate. For additional information on SBE& MANAGEMENT’S DISCUSSION
AND ANALYSIS — FUTURE EARNINGS POTENTIAL — “PSC M#drs — System Restoration Rider” of Mississippi Boim Item 7 of the
Form 10-K.

Revenues attributable to changes in sales dealntg first quarter 2010 when compared to theesgonding period in 2009, primarily
resulting from the continued decline in the numtiferesidential and commercial customers due to akvj@b market and customer relocati
partially offset by continued economic recovery $ome larger industrial customers and increasedemisal energy use. Weather-adjusted
KWH energy sales to residential customers incredsg¥ primarily due to improved economic conditiams lower fuel costs. Weather-
adjusted KWH energy sales to commercial customeesedised 6.9% primarily due to the declining nundb@ommercial customers in
Mississippi Power’s service territory. KWH energles to industrial customers increased 7.4% asudtref increased production for several
large industrial customers due to improving ecorooeinditions.

Revenues attributable to changes in weather inedeiasthe first quarter 2010 when compared to treesponding period for 2009 due to
significantly colder weather in the first quart€x1D.

Fuel and other cost recovery revenues increasttifirst quarter 2010 when compared to the comeding period in 2009 primarily as a
result of higher recoverable fuel costs. Recoverél costs include fuel and purchased power esgereduced by the fuel portion of
wholesale revenues from energy sold to customeassdauMississippi Power’s service territory. Eléctates include provisions to adjust
billings for fluctuations in fuel costs, includirige energy component of purchased power costs.fUhese provisions, fuel revenues
generally equal fuel expenses, including the foehgonent of purchased power costs, and do nottafégdincome.

Wholesale Revenues — Non-Affiliates

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(1.3) (1.6)

Wholesale revenues from non-affiliates will varypdading on the market cost of available energy @mpto the cost of Mississippi Power
and Southern Company system-owned generation, dkfoaenergy within the Southern Company servicattey, and availability of
Southern Company system generation.
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In the first quarter 2010, wholesale revenues fram-affiliates were $78.9 million compared to $8th@lion for the corresponding period in
2009. The decrease was due to $8.4 million in dee@ revenues from customers outside MississippeP® service territory, partially offs:

by $7.2 million in increased revenues from custameside Mississippi Power's service territory. 84 million decrease in revenues from
customers outside Mississippi Power’s servicettawyriwas primarily due to a $9.6 million decreassales, partially offset by a $1.1 million
increase associated with higher prices, resultiognthigher marginal cost of fuel. The $7.2 millimerease in revenues from customers inside
Mississippi Powes service territory was primarily due to a $4.2liwnl increase in fuel revenues and a $3.0 millimeréase in wholesale b
revenues due to significantly colder weather whampared to the corresponding period in 2009.

Wholesale Revenues — Affiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$5.3 55.8

Wholesale revenues from affiliates will vary depegdon demand and the availability and cost of gatireg resources at each company
within the Southern Company system. These affikatles are made in accordance with the IIC, asoapgrby the FERC. These transactions
do not have a significant impact on earnings stheeenergy is generally sold at marginal cost.

In the first quarter 2010, wholesale revenues faffitiates were $14.7 million compared to $9.4 roitl for the corresponding period in 2009.
The increase was primarily due to a $4.9 milliocr@ase in energy revenues, of which $4.3 millios associated with increased sales and
$0.6 million was associated with lower prices. Gafyaevenues increased $0.3 million.

Fuel and Purchased Power Expenses

First Quarter 201

VS.
First Quarter 200
(change in millions (% change’
Fuel $10.¢ 9.C
Purchased powe nor-affiliates 0.8 27.
Purchased powe affiliates (7.0 (32.5)

Total fuel and purchased power exper $ 4.5

In the first quarter 2010, total fuel and purchageder expenses were $149.1 million compared td $ldillion for the corresponding peri
in 2009. The increase was primarily due to an $idilBon increase in total KWHSs generated and pasgd, partially offset by a $7.1 million
decrease in cost of fuel and purchased power.

Fuel and purchased power transactions do not haigndicant impact on earnings since energy expemse generally offset by energy
revenues through Mississippi Power’s fuel cost vecp clause. See FUTURE EARNINGS POTENTIAL — “FEBQ Mississippi PSC
Matters — Retail Regulatory Matters” herein for iddal information.

Details of Mississippi Power’s cost of generationl @urchased power are as follows:

First Quarte First Quarte Percen
Average Cos 2010 2009 Change
(cents per net KWF
Fuel 4.2% 4.44 (4.7
Purchased powe 3.7¢ 3.91 (3.9
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In the first quarter 2010, fuel expense was $18tilBon compared to $120.0 million for the correspling period in 2009. The increase was
primarily due to a 14.3% increase in generatiomfidississippi Power facilities resulting from highlenergy demand in the first quarter 2010
compared to the corresponding period in 2009. Husease was patrtially offset by a 4.7% decreaglesdrprice of fuel primarily due to a
decrease in coal prices.

Nor-Affiliates

In the first quarter 2010, purchased power expémse non-affiliates was $3.6 million compared ta&illion for the corresponding period
in 2009. The increase was primarily the result &73.5% increase in the average cost of purchasedmper KWH, partially offset by a
53.1% decrease in KWH volume purchased. The inergagrices was due to a higher marginal cost efhile the decrease in volume was
a result of higher cost opportunity purchases.

Energy purchases from non-affiliates will vary degi@g on the market cost of available energy coegbém the cost of Southern Company
system-generated energy, demand for energy witisirSbuthern Company system service territory, aadadility of Southern Company
system generation.

Affiliates

In the first quarter 2010, purchased power expé&ose affiliates was $14.7 million compared to $2n8lion for the corresponding period in
2009. The decrease was primarily due to a 25.5%edse in the average cost of purchased power péi ENld a 9.4% decrease in KWH
volume purchased.

Energy purchases from affiliates will vary depemgdam demand and the availability and cost of gemegyaesources at each company within
the Southern Company system. These purchases deeimaccordance with the IIC, as approved by BRE.

Other Operations and Maintenance Expenses

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$7.5 12.7

In the first quarter 2010, other operations andnteaiance expenses were $67.3 million compared3@$aillion for the corresponding

period in 2009. The increase was primarily due $28 million increase in generation planned maiatee expenses, a $1.0 million increase
in environmental expenses, a $1.0 million incréageansmission and distribution maintenance exggrand a $2.1 million increase in
administrative and general expenses primarily duentincrease in affiliate service company expenses

Taxes Other Than Income Taxes
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$3.6 23.7

In the first quarter 2010, taxes other than incoaxes were $18.5 million compared to $14.9 millionthe corresponding period in 2009.
increase was primarily due to a $3.2 million inee& ad valorem taxes, a $0.2 million increasfeanchise taxes, and a $0.1 million increase
in payroll taxes.

The retail portion of the increase in ad valoreretais recoverable under Mississippi Power’s adresh tax cost recovery clause and,
therefore, does not affect net income.
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Interest Income

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
($0.6) (94.8)

In the first quarter 2010, interest income decrd&k6 million compared to the corresponding penp#009. The decrease was primarily |
to lower interest income related to a regulatogovery mechanism for fuel and energy cost hedging.

Interest Expense, Net of Amounts Capitaliz

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$1.4 29.8

In the first quarter 2010, interest expense, netnobunts capitalized was $6.2 million compared4® $nillion for the corresponding period
2009. The increase was primarily due to a $0.9onilincrease in interest expense associated watisguance of new long-term debt in
March 2009, a $0.2 million increase in interestenge associated with higher commitment fees, @td2amillion increase in interest expe
related to a regulatory recovery mechanism for &unel energy cost hedging.

For additional information, see MANAGEMENT’S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Financing Activities” of Mississippi Power in Item of the Form 10-K.

Income Taxes

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(0.8) (7.3)

In the first quarter 2010, income taxes were $9llfan compared to $10.5 million for the correspamglperiod in 2009. The decrease was
primarily due to a $1.0 million decrease resultiram the decrease in pre-tax earnings and a $dlibmiecrease due to higher State of
Mississippi manufacturing investment tax creditstially offset by a $0.3 million increase due tlwaer federal production activities
deduction.

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 factorstdel Mississippi Power’s ability to maintain a couostive regulatory environment that
continues to allow for the recovery of all prudgnticurred costs during a time of increasing cdstgure earnings in the near term will
depend, in part, upon maintaining energy salesisisubject to a number of factors. These fadtmiside weather, competition, new energy
contracts with neighboring utilities, energy consgiion practiced by customers, the price of eleityri the price elasticity of demand, and the
rate of economic growth or decline in Mississippiner’s service area. Recessionary conditions hapacted sales; the timing and extent of
the economic recovery will impact growth and maypauot future earnings. For additional informatiolatiag to these issues, see RISK
FACTORS in Item 1A and MANAGEMENT'S DISCUSSION ANBNALYSIS — FUTURE EARNINGS POTENTIAL of Mississippi Pow

in Item 7 of the Form 10-K.
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Environmental Matters

Compliance costs related to the Clean Air Act atiietoenvironmental statutes and regulations coffédaearnings if such costs cannot
continue to be fully recovered in rates on a tint&gis. See MANAGEMENT'S DISCUSSION AND ANALYSISFUTURE EARNINGS
POTENTIAL — “Environmental Matters” of Mississippiower in Item 7 and Note 3 to the financial statetmef Mississippi Power under
“Environmental Matters” in Iltem 8 of the Form 10f& additional information.

Carbon Dioxide Litigation
New York Cas

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — New York Case” of MississipPower in Iltem 7 and Note 3 to the financial statetmef Mississippi Power under
“Environmental Matters — Carbon Dioxide Litigatien New York Case” in Item 8 of the Form 10-K for dilthal information regarding
carbon dioxide litigation. The U.S. Court of Appeé&br the Second Circuit denied the defendantstipetfor rehearing en banc on March 5,
2010 and granted the defendants’ request to stasntindate to allow the defendants to file a petitay writ of certiorari with the U.S.
Supreme Court on March 16, 2010. The ultimate outof these matters cannot be determined at thes ti

Other Litigation

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — Other Litigation” of Mississpp Power in Item 7 and Note 3 to the financial estaénts of Mississippi Power under
“Environmental Matters — Carbon Dioxide Litigatien Other Litigation” in Item 8 of the Form 10-K fadditional information regarding
carbon dioxide litigation related to Hurricane Kia&. On February 26, 2010, the U.S. Court of Appéal the Fifth Circuit granted the
defendants’ petition for rehearing en banc. Thienaite outcome of this matter cannot be determin¢distime.

Coal Combustion Byproducts

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envimmental
Statutes and Regulations — Coal Combustion Bypitstio€ Mississippi Power in Item 7 of the Form 10fé¢ information regarding potential
additional regulation of coal combustion byprodu@a May 4, 2010, the EPA issued a proposal remmgesbmments on two potential
regulatory options for management and disposabaf combustion byproducts, either of which coulguiee conversion of existing storage
units to lined landfills with additional waste mgement and groundwater monitoring requirements.edbdth options, the EPA proposes to
exempt the beneficial reuse of coal combustion dgpcts from regulation. The outcome of these pregdasgulations will depend on their
final form and any legal challenges, and cannatdtermined at this time. However, additional retjalaof coal combustion byproducts
could have a significant impact on Mississippi Posienanagement, beneficial use, and disposal df byproducts and could result in
significant additional compliance costs that caafiig:ct future unit retirement and replacement deosand results of operations, cash flows,
and financial condition if such costs are not reged through regulated rates.

Global Climate Issues

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Environmental Matters — Glob@limate
Issues” of Mississippi Power in Item 7 of the Fat®iK for information regarding the potential fogislation and regulation addressing
greenhouse gas and other emissions. On April 10,282 EPA issued a final
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rule regulating greenhouse gas emissions from netemvehicles under the Clean Air Act. The EPA &taded that, once this rule becomes
effective on January 2, 2011, carbon dioxide aherogreenhouse gases will become regulated poltutarder the Prevention of Significant
Deterioration (PSD) preconstruction permit progiam the Title V operating permit program, whichtbapply to power plants. As a result,
the construction of new facilities or the major rifieation of existing facilities could trigger tlrequirement for a PSD permit and the
installation of the best available control techiggidor carbon dioxide and other greenhouse gadesEPA also published a proposed rule
governing how these programs would be appliedatostary sources, including power plants, in Octd@#9. The EPA is expected to
finalize this proposed rule during 2010. The ultiemautcome of these proposed and final rules cammaetermined at this time and will
depend on additional regulatory action and anyllelgallenges.

FERC and Mississippi PSC Matters
Retail Regulatory Matter:

Performance Evaluation Pla

See Note 3 to the financial statements of Missmgfower under “Retail Regulatory Matters — Perfance Evaluation Plan” in Item 8 of the
Form 10-K for additional information regarding Missippi Power’s base rates.

In November 2009, the revised PEP was approvetélississippi PSC and Mississippi Power resumediarevaluations. Mississippi
Power filed its annual PEP filing for 2010 undeg tkevised PEP, which resulted in a lower allowédrreon investment but no rate change.

On March 15, 2010, Mississippi Power submittecitaual PEP lookback filing for 2009, which recomuhesh no surcharge or refund. The
ultimate outcome of this matter cannot now be deitzzd.

System Restoration Rider

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — System Restanati
Rider” of Mississippi Power in Item 7 of the Forf-K for additional information.

In September 2009, the Mississippi PSC issued @gr aequiring Mississippi Power to develop SRRdextesigned to reduce SRR revenue
by approximately $1.5 million. The revised factarsre in effect from November 2009 to March 2010giBaing in April 2010, the SRR
factors were reset to zero. On January 29, 2018sibfippi Power submitted its 2010 SRR rate filiriy the Mississippi PSC and expects to
accrue approximately $3.0 million to the properéyrdige reserve in 2010.

Environmental Compliance Overview Pl

See Note 3 to the financial statements of MissEddower under “Retail Regulatory Matters — Envirmmtal Compliance Overview Plan” in
Item 8 of the Form 10-K for information on Missiggi Power’s annual environmental filing with theddissippi PSC.

On February 12, 2010, Mississippi Power submitte @010 ECO Plan notice which proposes an incrieeaenual revenues for Mississippi
Power of approximately $3.9 million. In its 2010 @®lan filing, Mississippi Power is proposing taolye the true-up provision of the ECO
Plan rate schedule to consider actual revenuesated in addition to actual costs. Hearings orB86 Plan are expected to be held with the
Mississippi PSC in June 2010. The final outcoméhid matter cannot now be determined.
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Fuel Cost Recover

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “PSC Matters — Fuel Cost Recgveof
Mississippi Power in Item 7 of the Form 10-K fofdmation regarding Mississippi Power’s fuel castavery. Mississippi Power establishes
an annual retail fuel cost recovery factor thatpgproved by the Mississippi PSC. Mississippi Poweequired to file for an adjustment to the
retail fuel cost recovery factor annually; sucinfil occurred in November 2009. The Mississippi R®@roved the retail fuel cost recovery
factor on December 15, 2009 with the new ratesctiffe January 2010. The retail fuel cost recovertdr will result in an annual decrease in
an amount equal to 11.3% of total 2009 retail rexesn At March 31, 2010, the amount of over recaVeetail fuel costs included in the
balance sheet was $35.3 million compared to $2%9libmat December 31, 2009. Mississippi Power dlas a wholesale Municipal and Rt
Associations (MRA) and a Market Based (MB) fueltaezovery factor. Effective January 1, 2010, thelesale MRA fuel rate decreased,
resulting in an annual decrease in an amount eéqul.9% of total 2009 MRA revenue. Effective Febgul, 2010, the wholesale MB fuel
rate decreased, resulting in an annual decreas® amount equal to 16.9% of total 2009 MB reverddlarch 31, 2010, the amount of over
recovered wholesale MRA and MB fuel costs incluttethe balance sheet was $17.5 million and $3.#anicompared to $16.8 million and
$2.4 million, respectively, at December 31, 200%s3¥sippi Powes operating revenues are adjusted for differentestual recoverable fu
cost and amounts billed in accordance with theerly approved cost recovery rate. Accordinglys tthecrease to the billing factor will have
no significant effect on Mississippi Power’s reveawr net income, but will decrease annual cash flo

Depreciation Stud

See Note 1 to the financial statements of MissgEdfower under “Depreciation and Amortization” terh 8 of the Form 10-K for additional
information. In September 2009, Mississippi Poviledfa depreciation study, as of December 31, 2@@#8, the Mississippi PSC and the
FERC. The FERC accepted this study in October 2009April 20, 2010, the Mississippi PSC issued atepapproving the depreciation
rates effective January 1, 2010.

Integrated Coal Gasification Combined Cycle

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Integrated Coal Gasificatiorof@bined
Cycle” and “PSC Matters — Mississippi Baseload @aution Legislation” of Mississippi Power in Itefhand Note 3 to the financial
statements of Mississippi Power under “Integrated|@asification Combined Cycle” in Item 8 of therf 10-K for information regarding
the Kemper IGCC.

On March 9, 2010, the Mississippi Department ofiEommental Quality issued the PSD air permit madifion for the Kemper IGCC, which
modifies the original PSD air permit issued in &n2008. The Mississippi Chapter of the SierrabClas requested a formal evidentiary
hearing regarding the issuance of the modified fierm

Mississippi Power filed an application in NovemB09 with the DOE and in December 2009 with the &S ertain tax credits available to
projects using advanced coal technologies undeetteegy Improvement and Extension Act of 2008. DI@E subsequently certified the
Kemper IGCC, and on April 30, 2010, the IRS allecb$279 million of tax credits under Section 48At# Internal Revenue Code to
Mississippi Power. The utilization of these creditslependent upon meeting the IRS certificatiquirements and completing the Kemper
IGCC in a timely manner. Mississippi Power has seduall environmental reviews and permits necessacpmmence construction of the
Kemper IGCC and has entered into a binding confomdhe steam turbine generator, completing twkestbne requirements for these crec
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On April 29, 2010, the Mississippi PSC issued ateofinding that Mississippi Power’s applicationaoquire, construct, and operate the
Kemper IGCC did not satisfy the requirement of pribbnvenience and necessity in the form that tgept and the related cost recovery
were originally proposed by Mississippi Power. Dhder requires Mississippi Power to accept certaimditions prior to the Mississippi
PSC'’s approval of a Certificate of Public Convesand Necessity. Among those conditions imposdldrorder, Mississippi Power would
be required to accept a construction cost cap @f Bilion and an operating cost cap based on ag8ans contained in Mississippi Power’s
proposal. In addition, the order deferred a denisio whether, when, and to what extent the MiggB$?SC would apply the cost recovery
provisions of the State of Mississippi Baseload #&c2008 (Baseload Act) for financing cost recovenyconstruction work in progress
(CWIP) balances during construction. Accordinghte order, while the Kemper IGCC satisfies the bliijy requirements for application of
the Baseload Act, the Mississippi PSC declinedofmrave CWIP recovery until Mississippi Power sutsngitiditional evidence supporting a
specific request for CWIP within a defined recovpeyiod. Mississippi Power expects to file a motionreconsideration or, in the
alternative, for rehearing, of the order.

The April 2010 order also approved recovery of $ifion of $50.5 million in prudent pre-construati@osts incurred through March 2009.
The remaining $4.5 million is associated with oweth costs and variable pay of SCS, which were reeamded for exclusion from pre-
construction costs by a consultant hired by thesM&ppi Public Utilities Staff. An additional $2n7illion has been incurred for costs of this
type since March 2009. The remaining $4.5 milliaswell as additional pre-construction amountsrirezlito date, will be reviewed and
addressed in a future proceeding.

As of March 31, 2010, Mississippi Power had spetota of $97.0 million associated with Mississiffower’s generation resource planning,
evaluation, and screening activities, includingutatpry filing costs. Costs incurred during thesfiquarter 2010 totaled $23.5 million
compared to $8.4 million during the first quart@02. Of the total $97.0 million, $87.0 million wdsferred in other regulatory assets,

$9.0 million was related to land purchases capidlj and $1.0 million was previously expensed.

In the event that Mississippi Power does not prdeei¢h the Kemper IGCC, Mississippi Power wouldksescovery of the pre-construction
costs incurred as of March 2010, as well as conteamination obligations and other costs incusigate March 2010, in the amount of
approximately $41.0 million. In November 2009, Messissippi PSC issued an order that found MiggsEdPower has a demonstrated need
for additional capacity. In the event that MisgiggiPower does not proceed with the Kemper IGCGshdsippi Power would provide for its
capacity need through either the construction @rabined cycle plant, a PPA, or other means aVaitabMississippi Power.

The ultimate outcome of these matters cannot nodelbermined.

Legislation

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Legislation” of Mississippi Reer in
Iltem 7 of the Form 10-K for additional information.

On March 23, 2010, the Patient Protection and Affibte Care Act (PPACA) was signed into law andMamch 30, 2010, the Health Care
and Education Reconciliation Act of 2010 (HCERA atudjether with PPACA, the Acts), which makes vasiamendments to certain aspects
of the PPACA, was signed into law. The Acts effeslly change the tax treatment of federal subsig#d to sponsors of retiree health benefit
plans that provide prescription drug benefits Hratat least actuarially equivalent to the corragpy benefits provided under Medicare

Part D. The federal subsidy paid to employers wasduced as part of the Medicare Prescription Dhugrovement, and Modernization Act
of
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2003 (MPDIMA). Since the 2006 tax year, Mississippiwer has been receiving the federal subsidyeelat certain retiree prescription drug
plans that were determined to be actuarially edentao the benefit provided under Medicare PartbBder the MPDIMA, the federal subsi
does not reduce an employer’s income tax deduétiotihe costs of providing such prescription drl@ng nor is it subject to income tax
individually. Under the Acts, beginning in 2013, employer’s income tax deduction for the costsrokjaling Medicare Part D-equivalent
prescription drug benefits to retirees will be reeldi by the amount of the federal subsidy. Under BAzZny impact from a change in tax law
must be recognized in the period enacted regardfebe effective date; however, as a result akstegulatory treatment, this change had no
material impact on the financial statements of M&ppi Power. Southern Company is in the procéssgessing the extent to which the
legislation may affect its future health care agldted employee benefit plan costs. Any future ichpa the financial statements of
Mississippi Power cannot be determined at this .time

On April 8, 2010, Mississippi Power received noticat an award had been granted under the AmeReanvery and Reinvestment Act of
2009 grant application for smart grid workforcerinag. Mississippi Power will receive, and will neht $2.6 million under this agreement.
Receipt of this award is subject to negotiationefinitive agreements with the DOE. The ultimatgaot of these matters cannot be
determined at this time.

On April 28, 2010, Southern Company signed a S@&d Investment Grant agreement with the DOE, fdiyreccepting a $165 million
grant under the American Recovery and Reinvesti®ienof 2009. This funding will be used for transsi@ and distribution automation and
modernization projects. Mississippi Power will rizeg and will match, $25 million under this agreetne

Other Matters

Mississippi Power is involved in various other readtbeing litigated and regulatory matters thatdaffect future earnings. In addition,
Mississippi Power is subject to certain claims bgdl actions arising in the ordinary course ofibess. Mississippi Power’s business
activities are subject to extensive governmenglilagion related to public health and the environtsuch as regulation of air emissions and
water discharges. Litigation over environmentaliéssand claims of various types, including propdegnage, personal injury, common law
nuisance, and citizen enforcement of environmeawt@lirements such as opacity and air and wateitgsshndards, has increased generally
throughout the United States. In particular, peasamjury and other claims for damages caused legatl exposure to hazardous materials,
and common law nuisance claims for injunctive fedied property damage allegedly caused by greeehgas and other emissions, have
become more frequent. The ultimate outcome of pectding or potential litigation against Mississipgiwer cannot be predicted at this time;
however, for current proceedings not specificatlparted herein or in Note 3 to the financial staeta of Mississippi Power in Item 8 of the
Form 10-K, management does not anticipate thaliahaities, if any, arising from such current peszlings would have a material adverse
effect on Mississippi Power’s financial statements.

The extent of coastal contamination resulting ftbw oil spill that began in April 2010 in the Golf Mexico has potential impacts on certain
steam plant operations as well as potential sicanifi economic impacts on the affected areas wlbimthern Companyg’service territory. Tt
ultimate impact of this matter cannot be determiaethis time.

See the Notes to the Condensed Financial Statermergs for discussion of various other contingesciegulatory matters, and other ma
being litigated which may affect future earningsemtial.

ACCOUNTING POLICIES

Application of Critical Accounting Policies and Estmates

Mississippi Power prepares its financial statemantgecordance with accounting principles generatlgepted in the United States.
Significant accounting policies are described iné\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 oreagents could
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produce estimates that are significantly differfeoitn those recorded in the financial statements.l ANAGEMENT'’S DISCUSSION AND
ANALYSIS — ACCOUNTING POLICIES — “Application of Gtical Accounting Policies and Estimates’ Mississippi Power in Item 7 of tt
Form 10-K for a complete discussion of MississiBpiver’s critical accounting policies and estimatdated to Electric Utility Regulation,
Contingent Obligations, Unbilled Revenues, PlamiBBOperating Lease, and Pension and Other Pistretnt Benefits.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Mississippi Power’s financial condition remainedtde at March 31, 2010. Mississippi Power interdsantinue to monitor its access to
short-term and long-term capital markets as weitsakank credit arrangements to meet future chaitd liquidity needs. See “Sources of
Capital” and “Financing Activities” herein for adidinal information.

Net cash provided from operating activities tote#dd.0 million for the first three months of 20b@mpared to net cash used for opera
activities of $12.9 million for the correspondingripd in 2009. The $29.9 million increase in casbvigled from operating activities is
primarily due to a decrease in fossil fuel stockuieng from an increase in Mississippi Power-owgederation and a decrease in cash
payments related to fuel inventory, partially offeg an increase in spending related to the KemBEC and a decrease in cash related to
lower fuel rates effective in the first quarter B0Net cash used for investing activities total@d.® million for the first three months of 2010,
compared to $28.8 million for the correspondingguin 2009. The $3.9 million decrease in net aastd for investing activities is primarily
due to a decrease in property additions. Net cael for financing activities totaled $17.1 millitor the first three months of 2010, compa
to net cash provided from financing activities dbB% million for the corresponding period in 2008e $57.8 million increase in net cash
used for financing activities was primarily duethe issuance of $125 million in senior notes inftre quarter 2009, partially offset by the
repayment of $40 million of senior notes and a ease of $26.3 million in notes payable in the fipsarter 2009.

Significant balance sheet changes for the firgghmonths of 2010 include a decrease in cash ob$a#ilion. Fossil fuel stock decreased
$17.8 million due to decreases in coal inventory emissions allowances of $17.0 million and $0.8Bioni, respectively. Other regulatory
assets increased $38.2 million primarily due toeased spending related to the Kemper IGCC and-toamarket losses on forward gas
contracts. Total property, plant, and equipmentsgased by $20.0 million primarily due to constrantprojects in progress. Accrued income
taxes increased by $20.7 million primarily duette tax accrual for 2010. Other accrued taxes deedely $32.8 million primarily due to
property tax payments of $42.8 million in the figstarter 2010. Liabilities from risk managementwiies increased $10.2 million due to
mark-to-market losses on energy related derivatogtions.

Capital Requirements and Contractual Obligations

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral
Contractual Obligations” of Mississippi Power ierit 7 of the Form 10-K for a description of MisgigsiPower’s capital requirements for its
construction program, lease obligations, purchasengsitments, derivative obligations, preferred stdiskdends, and trust funding
requirements. Approximately $81.4 million will bequired through March 31, 2011 for maturities efgegerm debt. The construction
program is subject to periodic review and revisimg actual construction costs may vary from tlessienates because of numerous factors.
These factors include: changes in business conditichanges in load projections; storm impactsngha in environmental statutes and
regulations; changes in FERC rules and regulatidississippi PSC approvals; changes in legislatibe;cost and efficiency of construction
labor, equipment, and materials; project scopedasijn changes; and the cost of capital. In additltere can be no assurance that costs
related to capital expenditures will be fully reeced.
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Sources of Capital

Mississippi Power plans to obtain the funds requfoe construction and other purposes from sousgedar to those utilized in the past.
Mississippi Power has primarily utilized funds fraperating cash flows, short-term borrowings, endksecurity offerings, and capital
contributions from Southern Company. However, tm@ant, type, and timing of any future financings)éeded, will depend upon regulat
approval, prevailing market conditions, and otlamtdrs. See MANAGEMENT'S DISCUSSION AND ANALYSISFNANCIAL
CONDITION AND LIQUIDITY — “Sources of Capital” of Nbsissippi Power in Item 7 of the Form 10-K for #idehal information.

Mississippi Power’s current liabilities sometime®seed current assets because of the continued sbert-term debt as a funding source to
meet scheduled maturities of long-term debt, as agetash needs, which can fluctuate significamhtly to the seasonality of the business. To
meet short-term cash needs and contingencies,ddigpi Power had at March 31, 2010 approximately illion of cash and cash
equivalents and $156 million of unused committeztitrarrangements with banks. Of the unused ceggingements, $106 million expire in
2010 and $50 million expire in 2011. Of these dradiangements, $41 million contain provisionswlfag two-year term loans executable at
expiration and $65 million contain provisions allogy one-year term loans executable at expiratioissigsippi Power expects to renew its
credit arrangements, as needed, prior to expiraliba credit arrangements provide liquidity suppomississippi Power’'s commercial paper
program and $40 million are dedicated to fundingchase obligations related to variable rate pahutiontrol revenue bonds. See Note 6 to
the financial statements of Mississippi Power urf@@ank Credit Arrangements” in Item 8 of the For®-K and Note (E) to the Condensed
Financial Statements under “Bank Credit Arrangesiei¢rein for additional information. Mississippp\wer may also meet short-term cash
needs through a Southern Company subsidiary organ@issue and sell commercial paper at the réguesfor the benefit of Mississippi
Power and other Southern Company subsidiaries. #&tM31, 2010, Mississippi Power had ho commepaaker borrowings outstanding.
Management believes that the need for working abpén be adequately met by utilizing commerciglgralines of credit, and cash.

Off-Balance Sheet Financing Arrangements

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Off-Balance Sheet Finacing
Arrangements” of Mississippi Power in Item 7 andéN@ to the financial statements of Mississippi Epunder “Operating Leases” in Item 8
of the Form 10-K for information related to Missgs Power’s lease of a combined cycle generatanglify at Plant Daniel. In April 2010,
Mississippi Power was required to notify the lesSaniper Capital L.P., if it intended to termin#te lease at the end of the initial term
expiring in October 2011. Mississippi Power choseto give notice to terminate the lease. Missjsisgpwer has the option to purchase the
units or renew the lease. The ultimate outcomdisfrhatter cannot be determined at this time.

Credit Rating Risk

Mississippi Power does not have any credit arramgesithat would require material changes in payrseimédules or terminations as a result
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- and/or Baa3 or below. These corgrad for physical electricity sales, fuel purcisageel transportation and storage,
emissions allowances, and energy price risk managerAt March 31, 2010, the maximum potential dellal requirements under these
contracts at a BBB- and/or Baa3 rating were appnaiely $4 million. At March 31, 2010, the maximuwtgntial collateral requirements
under these contracts at a rating below BBB- arB&a3 were approximately $396 million. Includedhirse amounts are certain agreements
that could require collateral in the event that onenore Power Pool participants has a credit gatimange to below investment grade.
Generally, collateral may be provided by a Soutl@@mpany guaranty, letter of credit, or cash. Addally, any credit rating downgrade
could impact Mississippi Power’s ability to acceapital markets, particularly the short-term delbrket.
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On January 22, 2010, Fitch applied new guideliegsurding the ratings of various hybrid capitaliastents and preferred securities of
companies in all sectors, including banks, insumos-bank financial institutions, and non-finahcierporate entities, including utilities. As a
result, the Fitch rating of Mississippi Power’sfereed stock decreased from A+ to A. These ratargsnot applicable to the collateral
requirements described above.

Market Price Risk

Mississippi Power’s market risk exposure relativénterest rate changes for the first quarter 2@d9not changed materially compared with
the December 31, 2009 reporting period. Since m@fgignt portion of outstanding indebtedness ifxatd rates, Mississippi Power is not
aware of any facts or circumstances that wouldifigmtly affect exposures on existing indebtedrniaghe near term. However, the impac
future financing costs cannot now be determined.

Due to cost-based rate regulation, Mississippi P@eatinues to have limited exposure to markettildlain interest rates, commaodity fuel
prices, and prices of electricity. To mitigate desll risks relative to movements in electricityces, Mississippi Power enters into physical
fixed-price contracts for the purchase and sakdexftricity through the wholesale electricity markdississippi Power continues to manage
retail fuel-hedging programs implemented per thidlgines of the Mississippi PSC and wholesale helging programs under agreements
with wholesale customers. As such, Mississippi Rdveel no material change in market risk exposur¢hie first quarter 2010 when
compared with the December 31, 2009 reporting gerio

The changes in fair value of energy-related dereatontracts, the majority of which are composgtregulatory hedges, for the three months
ended March 31, 2010 were as follows:

First Quarter

2010

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pe@gsets (liabilities), ni $(42)

Contracts realized or settl 6

Current period chang® (23)
Contracts outstanding at the end of the periodgtagtabilities), ne $(59

(@) Current period changes also include the changksrimalue of new contracts entered into duringkeod, if any.

The change in the fair value positions of the epeaiated derivative contracts for the three momthded March 31, 2010 was a decrease of
$17 million, substantially all of which is due tataral gas positions. The change is attributabtbegrice of natural gas. At March 31, 2010,
Mississippi Power had a net hedge volume of 23anilinmBtu with a weighted average contract costaamately $2.62 per mmBtu above
market prices, compared to 23 million mmBtu at Deber 31, 2009 with a weighted average contractagstoximately $1.83 per mmBtu
above market prices. The majority of the natural lyedges are recovered through the energy costgmianeat clause.

Regulatory hedges relate to Mississippi Power’s-heglging program where gains and losses are igitiatlorded as regulatory liabilities a
assets, respectively, and then are included inéggénse as they are recovered through the enesgynanagement clause.

Unrealized pre-tax gains and losses recognizedciome for the three months ended March 31, 201®6a66 for energy-related derivative
contracts that are not hedges were not material.
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The maturities of the energy-related derivativetameis and the level of the fair value hierarchwimich they fall at March 31, 2010 are as
follows:

March 31, 2010
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&E
(in millions)
Level 1 $— $— $— $—
Level 2 (59 (30) (29 —
Level 3 — — — —
Fair value of contracts outstanding at end of gk $(59) $(30) $(29) $—

Mississippi Power uses over-the-counter contrdasdre not exchange traded but are fair valuetjywzices which are actively quoted, and
thus fall into Level 2. See Note (C) to the CondeghBinancial Statements herein for further disarsen fair value measurements.

For additional information, see MANAGEMENT’S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Mississippi Power in Itemand Note 1 under “Financial Instruments” and Ndlddlthe financial statements of
Mississippi Power in Item 8 of the Form 10-K andt&¢H) to the Condensed Financial Statements herein

Financing Activities

Mississippi Power did not issue or redeem any séesiduring the three months ended March 31, 2010.

In addition to any financings that may be necestaryeet capital requirements, contractual oblayetj and storm restoration costs,
Mississippi Power plans to continue, when econoltyi¢easible, a program to retire higher-cost séms and replace these obligations with
lower-cost capital if market conditions permit.
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDED)

For the Three Month
Ended March 31

2010

2009

(in thousands

Operating Revenues:

Wholesale revenues, r-affiliates $153,33
Wholesale revenues, affiliat 101,75
Other revenue 1,39¢
Total operating revenut 256,48
Operating Expenses:

Fuel 97,51«
Purchased power, n-affiliates 18,54:
Purchased power, affiliatt 23,41
Other operations and maintenal 38,87¢
Depreciation and amortizatic 29,10¢
Taxes other than income tax 5,10¢
Total operating expens 212,56(
Operating Income 43,92¢
Other Income and (Expense)

Interest expense, net of amounts capital (20,059
Other income (expense), r 41¢
Total other income and (expen: (19,639
Earnings Before Income Taxes 24,29:
Income taxe: 9,48:
Net Income $ 14,81(

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVECOME (UNAUDITED)

$ 94,61:
135,28
1,621
231,51

65,78
21,48:
15,20:
32,97:
24,33¢
4,75¢
164,53t
66,98

For the Three Month
Ended March 31

2010

2009

(in thousands

Net Income $14,81(
Other comprehensive income (los
Qualifying hedges

Changes in fair value, net of tax of $1,714 and2$36spectivel) 2,671
Reclassification adjustment for amounts includedehincome, net of tax of $1,003 and $935,

respectively 1,567

Total other comprehensive income (loss 4,244

Comprehensive Income $19,05¢

The accompanying notes as they relate to SouthmmeiPare an integral part of these condensed fiabsimatements.
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SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (BNDITED)

For the Three Month
Ended March 31
2010 2009
(in thousands
Operating Activities:

Net income $ 14,81( $ 27,91¢
Adjustments to reconcile net income to net caskigeal from operating activitie—
Depreciation and amortization, to 32,35¢ 27,37:
Deferred income taxe 13,38¢ 18,76:
Deferred revenue (20,999 (22,020
Mark-to-market adjustment 762 88<
Accumulated billings on construction contr. 401 11,52(
Accumulated costs on construction cont 13 (20,145
Other, ne 541 (139
Changes in certain current assets and liabil—
-Receivable: 16,56¢ 2,43¢
-Fossil fuel stocl 3,81t 1,464
-Materials and supplie 4,721 (497)
-Prepaid income taxe (9,207 7,87(C
-Other current asse 1,02( 652
-Accounts payabl (15,249 (19,840
-Accrued taxe: 3,43: 3,62¢
-Accrued interes (22,029 (12,199
-Other current liabilitie: 297 88
Net cash provided from operating activit 34,625 27,76¢
Investing Activities:
Property addition (67,55¢) (4,637)
Change in construction payab 15,48¢ (2717)
Payments pursuant to Ic-term service agreemer (8,145 (6,13€)
Other investing activitie (245 —
Net cash used for investing activiti (60,459 (11,039
Financing Activities:
Increase in notes payable, | 48,00¢ —
Proceed— Capital contribution: 70z 1,06(
Payment of common stock dividen (26,779 (26,529
Net cash provided from (used for) financing aci@g 21,93: (25,469
Net Change in Cash and Cash Equivalents (3,899 (8,740
Cash and Cash Equivalents at Beginning of Perio 7,152 37,89«
Cash and Cash Equivalents at End of Perio $ 3,25¢ $ 29,15¢

Supplemental Cash Flow Information:

Cash paid during the period f—
Interest (net of $1,926 and $78 capitalized for®@atd 2009, respectivel $ 28,90( $ 30,79:
Income taxes (net of refund $ 1,53 $(10,009)

The accompanying notes as they relate to SouthmmeiPare an integral part of these condensed fiabsiatements.
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Assets

SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

Current Assets:
Cash and cash equivalel

Receivable—

Customer accounts receival
Other accounts receivak
Affiliated companies
Fossil fuel stock, at average ci
Materials and supplies, at average (
Prepaid service agreeme— current
Prepaid income taxce
Other prepaid expens
Assets from risk management activit
Other current asse
Total current asse

Property, Plant, and Equipment:

In service

Less accumulated provision for depreciat

Plant in service, net of depreciati
Construction work in progre:

Total property, plant, and equipme
Other Property and Investments:

Goodwill

Other intangible assets, net of amortization ofl$dbd $17 at March 31, 2010 and December 31, 2

respectively

Total other property and investme|

Deferred Charges and Other Assets

Prepaid lon-term service agreemer

Other deferred charges and as— affiliated
Other deferred charges and as— nor-affiliated
Total deferred charges and other as

Total Assets

The accompanying notes as they relate to SouthmseiPare an integral part of these condensed fiabsiatements.
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At March 31, At December 3:

2010 2009

(in thousands

$ 3,25t $ 7,152
29,87 28,87:
1,82¢ 2,06/
23,25¢ 38,56:
11,53¢ 15,35:
26,88¢ 31,60°
23,82 44,09(
23,87¢ 5,177
2,261 3,17¢
16,04( 4,901
6,65( 6,754
169,28t 187,70t
2,972,92! 2,994,46.
459,47 439,45
2,513,45: 2,555,001
263,77( 153,98:
2,777,22. 2,708,98!
1,83¢ 1,79¢
48,96¢ 49,10:
50,80¢ 50,89¢
71,01 74,51
3,47¢ 3,54(
16,40" 17,41(
90,89: 95,46:
$ 3,088,200 $ 3,043,05:
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SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:
Liabilities and Stockholder’s Equity 2010 2009
(in thousands

Current Liabilities:

Notes payabl $ 166,95 $ 118,94¢
Accounts payabl—

Affiliated 52,27: 58,49:

Other 31,19:¢ 31,12¢
Accrued taxe—

Accrued income taxe 2,34( 1,44¢

Other accrued taxe 6,35¢ 2,57¢
Accrued interes 17,89¢ 29,92:
Liabilities from risk management activiti 15,10: 8,11¢
Other current liabilitie! 471 322
Total current liabilities 292,58: 250,95¢
Long-term Debt 1,297,67! 1,297,60
Deferred Credits and Other Liabilities:
Accumulated deferred income tay 253,29 238,29:
Deferred convertible investment tax crec 26,30( 16,80(
Deferred capacity revenu— affiliated 14,39: 36,36¢
Other deferred credits and liabiliti— affiliated 5,392 5,651
Other deferred credits and liabiliti— nor-affiliated 10,47 2,25z
Total deferred credits and other liabiliti 309,85 299,36!
Total Liabilities 1,900,10- 1,847,93.

Common Stockholde’s Equity:
Common stock, par value $.01 per sk—

Authorized- 1,000,000 share

Outstandin¢- 1,000 share — —
Paic-in capital 865,16. 864,46

Retained earning 340,09¢ 352,06
Accumulated other comprehensive | (17,157 (21,400
Total common stockhold’'s equity 1,188,10: 1,195,12.
Total Liabilities and Stockholder’s Equity $ 3,088,200 $ 3,043,05:

The accompanying notes as they relate to SouthmmeiPare an integral part of these condensed fiabsiatements.
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SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FIRST QUARTER 2010 vs. FIRST QUARTER 2009

OVERVIEW

Southern Power and its wholly-owned subsidiarigsstoict, acquire, own, and manage generation aasseatsell electricity at market-based
prices in the wholesale market. Southern Poweriimoes to execute its strategy through a combinaifacquiring and constructing new
power plants and by entering into PPAs with investened utilities, independent power producers, igipalities, and electric cooperatives.

To evaluate operating results and to ensure South@wer’s ability to meet its contractual commitriseto customers, Southern Power
focuses on several key performance indicators. & melicators include peak season equivalent footgage rate (EFOR), return on invested
capital (ROIC), and net income. EFOR defines thardiduring peak demand times when Southern Powerisrating units are not available
due to forced outages (the lower the better). RiSlfGcused on earning a return on all investedtabgiiat meets or exceeds Southern Pasver’
weighted average cost of capital. For additionfdrimation on these indicators, see MANAGEMENT'S BISSSION AND ANALYSIS -
OVERVIEW - “Key Performance Indicators” of Southétower in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$(13.1) (46.9)

Southern Power’s net income for the first quar@t®was $14.8 million compared to $27.9 million filee corresponding period in 2009. The
decrease was primarily due to decreased affiliapacity revenues, higher other operations and ewzdinice expenses, and higher depreci
and amortization.

Wholesale RevenuesNon-Affiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$58.7 62.1

Wholesale energy sales to non-affiliates will vdepending on the energy demand of those customdrthair generation capacity, as well as
the market cost of available energy compared tadisé of Southern Power’s energy. Increases anetdges in revenues that are driven by
fuel prices are accompanied by an increase or dseri@ fuel costs and do not have a significangithpn net income.

Wholesale energy sales to non-affiliates for thet fjuarter 2010 were $153.3 million compared t#.6%nillion for the corresponding period
in 2009. The increase was mainly due to $19.2 omiléf energy and capacity revenues under a newtR&egan in January 2010 and
$34.7 million of energy sales that were not covdredPAs as a result of significantly more favoeavkather in the first quarter 2010
compared to 2009.

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Power Sales Agreements” of Swarn
Power in Item 7 of the Form 10-K for additionalonfation.
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SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Wholesale RevenuesAffiliates
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$(33.5) (24.8)

Wholesale energy sales to affiliated companiesiwitie Southern Company system will vary dependinglemand and the availability and
cost of generating resources at each company. ®eddBliate companies that are not covered by B made in accordance with the IIC,
as approved by the FERC. Increases and decreasmgeimues that are driven by fuel prices are acemnep by an increase or decrease in
costs and do not have a significant impact onmaime.

Wholesale revenues from affiliates for the firsagar 2010 were $101.8 million compared to $135il8an for the corresponding period in
2009. The decrease was primarily the result of B8&8llion and $19.2 million of lower energy and eafty revenues, respectively, associated
with the expiration of PPAs covering Plant Wandliits 6 and 7 in December 2009. These decreasespaetially offset by increased
energy revenues of $20.9 million related to inceelgsower sales under the IIC and $3.5 million gfagdty revenues associated with a new
PPA with Gulf Power that began in June 2009.

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL - “Power Sales Agreements” of 8warn
Power in Item 7 of the Form 10-K for additionalardation.

Fuel and Purchased Power Expenses

First Quarter 201

VS,
First Quarter 200
(change in millions (% change’
Fuel $31.7 48.2
Purchased powe nor-affiliates (2.9 (13.9)
Purchased powe affiliates 8.2 54.C

Total fuel and purchased power exper $37.C

Southern Power PPAs generally provide that thelmgers are responsible for substantially all ofcthet of fuel. Consequently, any increase
or decrease in fuel costs is generally accompayezh increase or decrease in related fuel revesmesioes not have a significant impact on
net income. Southern Power is responsible for ¢is¢ af fuel for units that are not covered undeA®HPower from these units is sold into the
market or sold to affiliates under the IIC.

In the first quarter 2010, total fuel and purchageder expenses were $139.5 million compared t@ El@illion for the corresponding peri
in 2009. Fuel and purchased power expenses inct&i$e0 million due to a 3.4% increase in the ayereost of natural gas and a 44.0%
increase in the average cost of purchased powaetlitidually, fuel and purchased power expenses asmd $21.0 million due to an increas
KWHs generated and purchased.

In the first quarter 2010, fuel expense was $97lbom compared to $65.8 million for the correspamglperiod in 2009. Fuel expense
increased $3.2 million due to a 3.4% increase énatferage cost of natural gas and $28.5 milliontdw increase in KWHs generated.

In the first quarter 2010, purchased power expa@e$42.0 million compared to $36.7 million for t@responding period in 2009.
Purchased power expenses increased $12.8 millienadan increase in the average cost of purchasedrpartially offset by a $7.5 million
decrease due to fewer KWHSs purchased.

105




Table of Contents

SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Other Operations and Maintenance Expenses
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$5.9 17.9

In the first quarter 2010, other operations andntesiance expenses were $38.9 million compared3d$8illion for the corresponding
period in 2009. This increase was primarily dua ®2.9 million increase in salaries and wagesinglahainly to payroll taxes, a $1.8 million
increase related to more scheduled generating plaages in the first quarter 2010 compared tatieesponding period in 2009, and a
$0.6 million increase in contract labor expense.

Depreciation and Amortizatiol
First Quarter 2010 vs. First Quarter 2(

(change in millions (% change
$4.8 19.6

In the first quarter 2010, depreciation and amatiim was $29.1 million compared to $24.3 millian the corresponding period in 2009. The
increase was primarily due to equipment retireman®lant Franklin Unit 2 and Plant Harris Unit 1.

See Note 1 to the financial statements of SoutRemer under “Depreciation” in Item 8 of the FormK dor additional information.
Interest Expense, Net of Amounts Capitaliz

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(1.5) (7.0)

In the first quarter 2010, interest expense, netnodunts capitalized was $20.1 million compare$izb.6 million for the corresponding peri
in 2009. The decrease was primarily due to an aserén capitalized interest associated with thetroation of the Cleveland County
combustion turbine units and the Nacogdoches bismpknt. See FUTURE EARNINGS POTENTIAL — “ConstiantProjects” herein for
additional information.

Income Taxes

First Quarter 2010 vs. First Quarter 2(
(change in millions (% change
$(7.8) (45.2)

In the first quarter 2010, income taxes were $9lBam compared to $17.3 million for the correspamglperiod in 2009 primarily due to
lower pre-tax earnings.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of Southern Power’s futurengngs potential. The level of Southern
Power’s future earnings depends on numerous fatttatsffect the opportunities, challenges, arksrigf Southern Power’s competitive
wholesale business. These factors include SoutP@wer’s ability to achieve sales growth while camitay costs. The level of future earnings
also depends on numerous factors including regylabatters (such as those related to affiliate rmmts), creditworthiness of customers, total
generating capacity available in the Southeaststiceessful remarketing of capacity as currentractg expire, and Southern Power’s ability
to execute its acquisition strategy and to consgaaerating facilities. Other factors that coulflience future earnings include weather,
demand, generation patterns, and operational limits. Recessionary conditions have lowered deraadchave negatively impacted capa
revenues under Southern Power's PPAs where thergmpurchased are based on demand. Southern Pouraible to predict whether
demand under these PPAs will return to pre-recedsigels. The timing and extent of the economiovecy will impact future earnings. For
additional information relating to these issueg, RéSK FACTORS in Iltem 1A and MANAGEMENT’'S DISCUS3N AND ANALYSIS —
FUTURE EARNINGS POTENTIAL of Southern Power in Itéhof the Form 10-K.

Environmental Matters

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters” of Sdwrn
Power in Item 7 of the Form 10-K for information thre development by federal and state environmeetpilatory agencies of additional
control strategies for emissions of air pollutioorh industrial sources, including electric genemgfiacilities. Compliance with possible
additional federal or state legislation or regulas related to global climate change, air quaditygther environmental and health concerns
could also affect earnings. While Southern PowP#s generally contain provisions that permit cheyghe counterparty with some of the
new costs incurred as a result of changes in emviemtal laws and regulations, the full impact of anch regulatory or legislative changes
cannot be determined at this time.

Carbon Dioxide Litigation
Other Litigation

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carbon
Dioxide Litigation — Other Litigation” of SouthefPower in Item 7 and Note 3 to the financial statetmef Southern Power under “Carbon
Dioxide Litigation — Other Litigation” in Item 8 dhe Form 10-K for additional information regardicarbon dioxide litigation related to
Hurricane Katrina. On February 26, 2010, the U.&urCof Appeals for the Fifth Circuit granted thefendantspetition for rehearing en bai
The ultimate outcome of this matter cannot be deitezd at this time.

Environmental Statutes and Regulatior

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envirmental
Statutes and Regulations” of Southern Power in evfithe Form 10-K for information regarding theustrial Boiler Maximum Achievable
Control Technology regulations. On April 29, 201ite EPA issued a proposed rule that would establisissions limits for various hazardt
air pollutants typically emitted from industrial ilers, including biomass boilers. The EPA is reqdito finalize the rules by December 16,
2010. The impact of these proposed regulationsdeitiend on their final form and any legal challengad cannot be determined at this ti
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Global Climate Issues

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Glob@limate
Issues” of Southern Power in Item 7 of the FormKUar information regarding the potential for lelgison and regulation addressing
greenhouse gas and other emissions. On April 10,20& EPA issued a final rule regulating greenkaass emissions from new motor
vehicles under the Clean Air Act. The EPA has sttétat, once this rule becomes effective on Jan2a2@11, carbon dioxide and other
greenhouse gases will become regulated pollutamdsrithe Prevention of Significant DeterioratiolS[P preconstruction permit program
and the Title V operating permit program, whichtbapply to power plants. As a result, the consimnobf new facilities or the major
modification of existing facilities could triggené requirement for a PSD permit and the instaltatibthe best available control technology
for carbon dioxide and other greenhouse gasesEPHealso published a proposed rule governing h@salprograms would be applied to
stationary sources, including power plants, in ®etd®2009. The EPA is expected to finalize this pemal rule during 2010. The ultimate
outcome of these proposed and final rules canndetermined at this time and will depend on adddlaegulatory action and any legal
challenges.

Legislation

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Legislation’of Southern Power in Item
of the Form 1K for additional information. On March 23, 2010etRatient Protection and Affordable Care Act (PPA@As signed into la
and, on March 30, 2010, the Health Care and Edut&econciliation Act of 2010 (HCERA and, togethéth PPACA, the Acts), which
makes various amendments to certain aspects BfRAC A, was signed into law. The Acts effectivelyanbe the tax treatment of federal
subsidies paid to sponsors of retiree health beplafins that provide prescription drug benefits tra at least actuarially equivalent to the
corresponding benefits provided under Medicare Bafthe federal subsidy paid to employers was thioed as part of the Medicare
Prescription Drug, Improvement, and Modernizatiart 8f 2003 (MPDIMA). Since the 2006 tax year, SauthCompany has been receiving
the federal subsidy related to certain retireegipson drug plans that were determined to beartally equivalent to the benefit provided
under Medicare Part D. Under the MPDIMA, the fetlstdsidy does not reduce an employer’s incomeléahuction for the costs of
providing such prescription drug plans nor is bjegat to income tax individually. Under the Actgdinning in 2013, an employer’s income
tax deduction for the costs of providing MedicasgtD-equivalent prescription drug benefits toress will be reduced by the amount of the
federal subsidy. Under GAAP, any impact from a deaim tax law must be recognized in the period mthregardless of the effective date.
Southern Power incurred a non-cash write-off ofrapimnately $3 million to expense during the quagrded March 31, 2010. Southern
Company is in the process of assessing the exdamich the legislation may affect its future hbalre and related employee benefit plan
costs. Any future impact on the financial statera@itSouthern Power cannot be determined at this. ti

Construction Projects

Cleveland County Units 1-4

In December 2008, Southern Power announced thamuitd build an electric generating plant in ClevelaCounty, North Carolina. The plant
will consist of four combustion turbine natural ggenerating units with a total capacity of 720 MVWke units are expected to go into
commercial operation in 2012. Costs incurred thioMarch 31, 2010 were $80.5 million. The total mstied construction cost is expected to
be between $350 million and $400 million.
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Nacogdoche:

On October 8, 2009, Southern Power acquired ah®butstanding membership interests of Nacogdoebagr LLC from American
Renewables LLC, the original developer of the prbjBlacogdoches is constructing a biomass gengrpltamt in Sacul, Texas with an
estimated capacity of 100 MWs. The generating phlhbe fueled from wood waste. Construction conmeed in 2009 and the plant is
expected to begin commercial operation in 2012 tCiosurred through March 31, 2010 were $133.2iomll The total estimated cost of the
project is expected to be between $475 million @0 million. The output of the plant is contractedier a PPA with Austin Energy that
begins in 2012 and expires upon the earlier of 20132hen a contractual limit of $2.3 billion in lnilgs is reached.

Other Matters

Southern Power is involved in various other matbeisig litigated and regulatory matters that cafféct future earnings. In addition,
Southern Power is subject to certain claims andllagtions arising in the ordinary course of busin&outhern Powerbusiness activities ¢
subject to extensive governmental regulation rdlédepublic health and the environment. Litigatmrer environmental issues and claims of
various types, including property damage, persmjaty, common law nuisance, and citizen enforcenoéenvironmental requirements such
as opacity and air and water quality standardsjrtwsased generally throughout the United Stategarticular, personal injury and other
claims for damages caused by alleged exposureztirdh@us materials, and common law nuisance claamisjunctive relief and property
damage allegedly caused by greenhouse gas andeotiissions, have become more frequent. The ultimaimome of such potential litigati
against Southern Power and its subsidiaries casymptedicted at this time; however, for currentcpealings not specifically reported herein
or in Note 3 to the financial statements of SoutHeower in Item 8 of the Form 10-K, management dm¢@nticipate that the liabilities, if
any, arising from any such proceedings would hanegerial adverse effect on Southern Power’s firsstatements.

See Note (B) to the Condensed Financial Statenmemésn for discussion of various other contingesiciegulatory matters, and other matters
being litigated which may affect future earningsemdial.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Southern Power prepares its consolidated finastéements in accordance with accounting princigéaserally accepted in the United Sta
Significant accounting policies are described ine\bto the financial statements of Southern Powéiem 8 of the Form 10-K. In the
application of these policies, certain estimatesmaade that may have a material impact on SoutPewer’s results of operations and related
disclosures. Different assumptions and measurencents produce estimates that are significantlfedént from those recorded in the
financial statements. See MANAGEMENT'’S DISCUSSIONB ANALYSIS — ACCOUNTING POLICIES — “Application o€ritical
Accounting Policies and Estimates” of Southern Pawdtem 7 of the Form 10-K for a complete diséaasof Southern Power’s critical
accounting policies and estimates related to Rex&mcognition, Percentage of Completion, Impairnoémtong Lived Assets and
Intangibles, Acquisition Accounting, Contingent @pltions, Depreciation, and Convertible InvestnmEt Credits.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Southern Power’s financial condition remained statilMarch 31, 2010. Southern Power intends tomaeato monitor its access to short-
term and long-term capital markets as well asatskixredit arrangements as needed to meet futpilcand liquidity needs. Se&burces o
Capital” herein for additional information on linegcredit.
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Net cash provided from operating activities tote#&d.6 million for the first three months of 20t@mpared to $27.8 million for tt
corresponding period in 2009. This increase wasiypaiue to a reduction in accounts receivable eeléb lower sales to affiliate companies.
Net cash used for investing activities totaled $68illion for the first three months of 2010, comgéto $11.0 million for the correspondi
period in 2009. The $49.5 million increase was priity due to an increase in construction work iogress related to construction activitie
Cleveland County and Nacogdoches. Net cash providedfinancing activities totaled $21.9 millionrfthe first three months of 2010,
compared to $25.5 million cash used for financiotvéies for the corresponding period in 2009. Therease was primarily due to an
increase in short-term borrowings in 2010.

Significant asset changes in the balance sheéhéddirst quarter 2010 include an increase in qoietibn work in progress due to Cleveland
County and Nacogdoches construction activitiesaaddcrease in accounts receivable-affiliated coiepanainly due to the expiration, in
December 2009, of PPAs covering Plant Wansley Uhéad 7.

Significant liability and stockholder’s equity chges in the balance sheet for the first quarter 20didde an increase in notes payable mainly
related to Cleveland County and Nacogdoches castgiruactivities and a decrease in deferred capagitenues — affiliated due to
seasonality.

Capital Requirements and Contractual Obligations

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsrad
Contractual Obligations” of Southern Power in Itéraf the Form 10-K for a description of Southermios capital requirements for its
construction program, maturing debt, interest,dsaderivative obligations, purchase commitmemtd,lang-term service agreements. The
construction programs are subject to periodic iaed revision; these amounts include estimatepdtential plant acquisitions and new
construction as well as ongoing capital improvermeRtanned expenditures for plant acquisitions waay due to market opportunities and
Southern Power’s ability to execute its growthtsigg. Actual construction costs may vary from thesémates because of changes in factors
such as: business conditions; environmental stand regulations; FERC rules and regulations; pagections; legislation; the cost and
efficiency of construction labor, equipment, andenials; project scope and design changes; andasteof capital.

Sources of Capital

Southern Power may use operating cash flows, extéunds, equity capital, or loans from Southernmpany to finance any new projects,
acquisitions, and ongoing capital requirementstiSma Power expects to generate external funds fhenissuance of unsecured senior debt
and commercial paper or utilization of credit agements from banks. However, the amount, typetiaridg of any future financings, if
needed, will depend upon prevailing market condgjaegulatory approval, and other factors. See MGEMENT'S DISCUSSION AND
ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Sources of Capital” of Southern Power in Item 7 of Berm 10-K for
additional information.

Southern Power’s current liabilities frequently eed current assets due to the use of short-terabiadness as a funding source to meet cast
needs which can fluctuate significantly due toghasonality of the business. To meet liquidity eayital resource requirements, Southern
Power had at March 31, 2010 cash and cash equisaéapproximately $3 million and $400 million@ommitted credit arrangements with
banks, all of which expire in 2012. Proceeds frbest credit arrangements may be used for workipjat@nd general corporate purpose
well as liquidity support for Southern Power’s coamaial paper program. See Note 6 to the finant&#éments of Southern Power under
“Bank Credit Arrangements” in Item 8 of the FormHGnd Note (E) to the Condensed Financial Statésnemder “Bank Credit
Arrangements” herein for additional information.uieern Power’'s commercial paper program is usdishémce acquisition and construction
costs related to electric generating facilities tordgeneral corporate purposes. At March 31, 2@bithern Power had $167 million of
commercial paper borrowings outstanding.

110




Table of Contents

SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Management believes that the need for working abpén be adequately met by utilizing commerciglgsgrograms, lines of credit, and
cash.

Credit Rating Risk

Southern Power does not have any credit arrangsntigattwould require material changes in paymemeduales or terminations as a result of
a credit rating downgrade. There are certain cotdridnat could require collateral, but not accetatgpayment, in the event of a credit rating
change to BBB and Baa2, or BBB- and/or Baa3 onkelthese contracts are for physical electricitychases and sales, fuel transportation
and storage, and energy price risk management.aktivid1, 2010, the maximum potential collateralnegnments under these contracts at a
BBB and Baa2 rating were approximately $9 milliordat a BBB- and/or Baa3 rating were approximasdg7 million. At March 31, 2010,
the maximum potential collateral requirements urnilese contracts at a rating below BBB- and/or Baefe approximately $999 million.
Included in these amounts are certain agreemeatedild require collateral in the event that onenore Power Pool participants has a credit
rating change to below investment grade. Generedijateral may be provided by a Southern Comparayanty, letter of credit, or cash.
Additionally, any credit rating downgrade could iagp Southern Power’s ability to access capital et@tkparticularly the short-term debt
market.

In addition, through the acquisition of Plant Row&onuthern Power assumed PPAs with Duke EnergWNanmith Carolina Municipal Power
Agency No. 1 (NCMPAL1) that could require collatetalt not accelerated payment, in the event ofvendoade of Southern Power’s credit.
The Duke Energy PPA defines the downgrade to b@AbBBB- or Baa3. The NCMPA1 PPA requires crediuagaces without stating a
specific credit rating. The amount of collaterajuzed would depend upon actual losses, if anyltieag from a credit downgrade for both
PPAs.

Market Price Risk

Southern Power is exposed to market risks, inclydhranges in interest rates and certain energtetetaommaodity prices and, occasionally,
currency exchange rates. To manage the volattitijpatable to these exposures, Southern Powestatteantage of natural offsets and enters
into various derivative transactions for the renrarexposures pursuant to Southern Power’s polini@seas such as counterparty exposure
and hedging practices. It is Southern Power’s pdhat derivatives be used primarily for hedgingpmses. Derivative positions are
monitored using techniques that include marketatidn and sensitivity analysis.

Southern Power’s market risk exposure relativeaterest rate changes for the first quarter 201bashanged materially compared with the
December 31, 2009 reporting period. Since a sicanifi portion of outstanding indebtedness is atfetes, Southern Power is not aware of
any facts or circumstances that would significaaffgct exposure on existing indebtedness in tlae tegm. However, the impact on future
financing costs cannot now be determined.

Because energy from Southern Power’s facilitigwimarily sold under long-term PPAs with tollingragments and provisions shifting
substantially all of the responsibility for fuelstdo the counterparties, Southern Power’s expasungarket volatility in commaodity fuel
prices and prices of electricity is generally liedit However, Southern Power has been and may ceriinbe exposed to market volatility in
energy-related commodity prices as a result ofssal@incontracted generating capacity.
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The changes in fair value of energy-related dereatontracts for the three months ended Marct2810 were as follows:

First Quarter

2010

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pergsets (liabilities), ni $(3.5)
Contracts realized or settl 0.t
Current period chang¢® 3.1
Contracts outstanding at the end of the periodtaghabilities), ne $0.1

(a) Current period changes also include the chaimgiasr value of new contracts entered into dutiing period, if any.

The increase in the fair value positions of thergpeelated derivative contracts for the three rherénded March 31, 2010 was $3.6 million,
which is due to both power and natural gas postidihis change is attributable to both the volume @rices of power and natural gas as
follows:

March 31, December 31,
2010 2009
Power (net sold)
MWHs (in millions) 1.3 2.7
Weighted average contract cost per MWH above (betoarket price(in dollars) $ 9.0 $(0.3€)
Natural gas (net purchase
Commodity— million mmBtu 6.4 8.3
Location basi— million mmBtu 1.2 2.C
Commodity— Weighted average contract cost per mmBtu aboveeaharket price(in dollars) $2.41 $ 0.2¢
Location basi— Weighted average contract cost per mmBtu aboveeharket price(in dollars) $(0.09) $(0.09)

The fair value of energy-related derivative consdry hedge designation reflected in the finargtialements as assets (liabilities) consists of
the following:

March 31, December 31,
Asset (Liability) Derivatives 2010 2009
(in millions)
Cash flow hedge $ 1.8 $(2.5)
Not designate! (1.7 (1.0)
Total fair value $0.1 $(3.5)

Gains and losses on energy-related derivatives lmg&buthern Power to hedge anticipated purchasksales are initially deferred in OCI
before being recognized in income in the same geatothe hedged transaction. Gains and lossesrivatilee contracts that are not
designated as hedges are recognized in the stateofeancome as incurred.

Total net unrealized pre-tax losses recognizeddonme for the three months ended March 31, 2018rfergyrelated derivative contracts tt
are not hedges were $0.7 million and will contitude marked to market until the settlement date tfe three months ended March 31,
2009, the total net unrealized pre-tax losses mized in the statements of income were $1.0 million
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The maturities of the energy-related derivativetameis and the level of the fair value hierarchwimich they fall at March 31, 2010 are as
follows:

March 31, 2010
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $— $— $ — $—
Level 2 0.1 1.C (1.0 0.1
Level 3 — — — —
Fair value of contracts outstanding at end of [k $0.1 $1.C $(1.0) $0.1

Southern Power uses over-the-counter contractathatot exchange traded but are fair valued ysilegs which are actively quoted, and
thus fall into Level 2. See Note (C) to the CondehBinancial Statements herein for further disarsen fair value measurements.

For additional information, see MANAGEMENT'’S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY —
“Market Price Risk” of Southern Power in Item 7 dxdte 1 under “Financial Instruments” and Note $ht® financial statements of Southern
Power in Item 8 of the Form 10-K and Note (H) te tbondensed Financial Statements herein.

Financing Activities

Southern Power did not issue or redeem any long-sexcurities during the three months ended Marci2@10.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS:
(A) INTRODUCTION

The condensed quarterly financial statemehésach registrant included herein have been peeplay such registrant, without audit,
pursuant to the rules and regulations of the SHfe.Tondensed Balance Sheets as of December 31ha08%een derived from the
audited financial statements of each registranthénopinion of each registrastmanagement, the information regarding such megi
furnished herein reflects all adjustments, whicttept as otherwise disclosed, are of a normal ripnature, necessary to present
fairly the results of operations for the periodgl@h March 31, 2010 and 2009. Certain informaticth faetnote disclosures normally
included in annual financial statements prepareatoordance with accounting principles generalbeated in the United States have
been condensed or omitted pursuant to such rutbsegulations, although each registrant believasttie disclosures regarding such
registrant are adequate to make the informatiosgmted not misleading. Disclosures which would w&niglly duplicate the
disclosures in the Form 10-K and details which haetchanged significantly in amount or compositsimce the filing of the Form 10-
K are generally omitted from this Quarterly RepmmtForm 10-Q. Therefore, these Condensed FinaBtagédéments should be read in
conjunction with the financial statements and th&eg thereto included in the Form 10-K. Due togbasonal variations in the demand
for energy, operating results for the periods presare not necessarily indicative of the opegatésults to be expected for the full
year.

Certain prior year data presented in the financial statements have teedassified to conform to the current year pméséon.
Affiliate Transactions

Gulf Power purchased a turbine rotor asserftaywas jointly-owned by Southern Power and GiedPgwer for approximately
$11 million. These affiliate transactions were at@dance with FERC and state PSC rules and goete

Variable Interest Entities

Effective January 1, 2010, the traditiona¢igting companies and Southern Power adopted nesuating guidance which modified
the consolidation model and expanded disclosutaterkto variable interest entities (VIE). The paimy beneficiary of a VIE is
required to consolidate the VIE when it has bothgbwer to direct the activities of the VIE thatsnhsignificantly impact the VIE's
economic performance and the obligation to absusbds or the right to receive benefits from the Wi could potentially be
significant to the VIE. The adoption of this newcaanting guidance did not result in the traditioopérating companies or Southern
Power consolidating any VIEs that were not alreealysolidated under previous guidance, nor decatesirig any VIEs

Southern Power has certain wholly-owned slibses that are determined to be VIEs. SouthemdPds considered the primary
beneficiary of these VIEs because it controls tlestnsignificant activities of the VIEs, includingerating and maintaining the
respective assets, and has the obligation to alesquécted losses of these VIESs to the extent @fjtsty interests

(B) CONTINGENCIES AND REGULATORY MATTERS
See Note 3 to the financial statements ofdigéstrants in Item 8 of the Form 10-K for infortioa relating to various lawsuits, other
contingencies, and regulatory matte
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General Litigation Matters

Each registrant is subject to certain clagmd legal actions arising in the ordinary coursbusfiness. In addition, each registrant’s
business activities are subject to extensive gowemntal regulation related to public health andgheironment, such as regulation of
air emissions and water discharges. Litigation @rafironmental issues and claims of various typedding property damage,
personal injury, common law nuisance, and citizeioreement of environmental requirements such asigpand air and water qual
standards, has increased generally throughout titedUStates. In particular, personal injury arfieoclaims for damages caused by
alleged exposure to hazardous materials, and confamonuisance claims for injunctive relief and pedy damage allegedly caused
by greenhouse gas and other emissions, have beoonesfrequent. The ultimate outcome of such pendimgptential litigation
against the registrants and any of their subsiiazannot be predicted at this time; however, dorenit proceedings not specifically
reported herein or in Note 3 to the financial staats of each registrant in Item 8 of the Form 1@r&nagement does not anticipate
that the liabilities, if any, arising from such oemt proceedings would have a material adversetaffe such registrant’s financial
statements

Mirant Matters

Mirant was an energy company with businefisasincluded independent power projects and engaghng and risk management
companies in the U.S. and selected other counttiess a wholly-owned subsidiary of Southern Compantil its initial public
offering in October 2000. In April 2001, Southerarffpany completed a spin-off to its shareholdeiitsaemaining ownership, and
Mirant became an independent corporate er

In July 2003, Mirant and certain of its aftes filed voluntary petitions for relief under &ter 11 of the Bankruptcy Code in the U.S.
Bankruptcy Court for the Northern District of Texd$ie Bankruptcy Court entered an order confirmigant’s plan of reorganizatic
in December 2005, and Mirant announced that tlsia pecame effective in January 2006. As part optae, Mirant transferred
substantially all of its assets and its restruatutebt to a new corporation that adopted the nain@¥Corporation (Reorganized
Mirant).

Under the terms of the separation agreermam&sed into in connection with the spin-off, Mitagreed to indemnify Southern
Company for certain costs. As a result of Miraiesmkruptcy, Southern Company sought reimbursensabhainsecured creditor in
Mirant’s Chapter 11 proceeding. If Southern Compauiaims for indemnification with respect to thesests are allowed, then
Mirant’s indemnity obligations to Southern Company wouwdstitute unsecured claims against Mirant entittestock in Reorganize
Mirant. As a result of the $202 million settlem@ntMarch 2009 of another suit related to Mirant (MEset Recovery litigation), the
maximum amount Southern Company can assert by pfadéim in the Mirant bankruptcy is capped at3s&illion. See Note 5 to the
financial statements of Southern Company undereiffe Tax Rate” in Item 8 of the Form 10-K for rmanformation regarding the
MC Asset Recovery litigation settlement. The finatcome of this matter cannot now be determi

Environmental Matters
New Source Review Actior

In November 1999, the EPA brought a civii@etn the U.S. District Court for the Northern Bist of Georgia against certain
Southern Company subsidiaries, including AlabamadP@and Georgia Power, alleging that these subgididad violated the NSR
provisions of the Clean Air Act and related stat®@d at certain coal-fired generating facilitiestekfAlabama Power was dismissed
from the original action, the EPA filed a sepafat&on in January 2001 against Alabama Power itJtise District Court for the
Northern District of Alabama. In these lawsuitg #PA alleges that NSR violations occurred at eighi-fired generating facilities
operated by Alabama Power and Georgia Power, imgjudcilities co-owned by Mississippi Power andif@ower. The civil actions
request penalties and injunctive relief, includargorder requiring installation of the best avd#adpntrol technology at the affected
units. The EPA concurrently issued notices of tiolato Gulf Power and Mississippi Power relatiogdulf Power’s Plant Crist and
Mississippi Power’s Plant Watson. In early 200@, BPA filed a motion to amend its complaint to &ldf Power and Mississippi
Power as defendants based on the allegations imotiiees of violation. However, in March 2001, twurt
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denied the motion based on lack of jurisdittiand the EPA has not re-filed. The original@ttnow solely against Georgia Power,
has been administratively closed since the sprirgP01, and the case has not been reope¢

In June 2006, the U.S. District Court for therthern District of Alabama entered a consentelebetween Alabama Power and the
EPA, resolving a portion of the Alabama Power latvselating to the alleged NSR violations at Plifiller. In July 2008, the U.S.
District Court for the Northern District of Alabangaanted partial summary judgment in favor of AlaiaaPower with respect to its
other affected units regarding the proper legdlftesdetermining whether projects are routine rtexiance, repair, and replacement
and therefore are excluded from NSR permitting. déeision did not resolve the case, which remaigping.

Southern Company and the traditional opegatmmpanies believe that they complied with appliedaws and the EPA regulations
and interpretations in effect at the time the wiarjuestion took place. The Clean Air Act authosineaximum civil penalties of
$25,000 to $37,500 per day, per violation at eaaegating unit, depending on the date of the allegalation. An adverse outcome
could require substantial capital expendituresfiecathe timing of currently budgeted capital emgitures that cannot be determined
at this time and could possibly require paymerdudfstantial penalties. Such expenditures coulaiafifeure results of operations, c:
flows, and financial condition if such costs aré¢ rexzovered through regulated rat

Carbon Dioxide Litigation
New York Cas

In July 2004, three environmental groups attarneys general from eight states, each outdi@@athern Company’s service territory,
and the corporation counsel for New York City fileaimplaints in the U.S. District Court for the Soern District of New York again
Southern Company and four other electric power @gs. The complaints allege that the companiegsans of carbon dioxide, a
greenhouse gas, contribute to global warming, wihehplaintiffs assert is a public nuisance. Unenmon law public and private
nuisance theories, the plaintiffs seek a judicideo (1) holding each defendant jointly and sewetalble for creating, contributing to,
and/or maintaining global warming and (2) requireagh of the defendants to cap its emissions dbcadioxide and then reduce th
emissions by a specified percentage each yeat feast a decade. The plaintiffs have not, howeespuested that damages be
awarded in connection with their claims. Southeam@any believes these claims are without meritraotds that the complaint cites
no statutory or regulatory basis for the claimsSaptember 2005, the U.S. District Court for thet8ern District of New York grante
Southern Company’s and the other defendants’ metiornlismiss these cases. The plaintiffs filed@real to the U.S. Court of
Appeals for the Second Circuit in October 2005 am&eptember 2009, the U.S. Court of AppealsHer$econd Circuit reversed the
district court’s ruling, vacating the dismissaltbé plaintiffs’claim, and remanding the case to the district confovember 2009, tt
defendants, including Southern Company, soughiarétigeen banc. The U.S. Court of Appeals for theo&d Circuit denied the
defendants’ petition for rehearing en banc on M&,ch010 and granted the defendants’ request yalstamandate to allow the
defendants to file a petition for writ of certioraiith the U.S. Supreme Court on March 16, 201G Thimate outcome of these
matters cannot be determined at this ti

Kivalina Case

In February 2008, the Native Village of Kiwved and the City of Kivalina filed a suit in the&J.District Court for the Northern District
of California against several electric utilitieadiuding Southern Company), several oil comparsind,a coal company. The plaintiffs
are the governing bodies of an Inupiat village iaska. The plaintiffs contend that the village ésrly destroyed by erosion allegedly
caused by global warming that the plaintiffs atitédoto emissions of greenhouse gases by the defendde plaintiffs assert claims
for public and private nuisance and contend thatesof the defendants have acted in concert antharefore jointly and severally
liable for the plaintiffs’ damages. The suit sedisnages for lost property values and for the cbstlocating the village, which is
alleged to be $95 million to $400 million. South€aompany believes that these claims are withouitraed notes that the complaint
cites no statutory or regulatory basis for themkiln September 2009, the U.S. District Courtfier Northern District of California
granted the defendants’ motions to dismiss the based on lack of jurisdiction and ruled the claimese barred by the political
guestion doctrine and by the plaint’ failure to establish the standard for determinimag the defendar’ conduct
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caused the injury alleged. In November 2@08 plaintiffs filed an appeal with the U.S. CooftAppeals for the Ninth Circuit
challenging the district col's order dismissing the case. The ultimate outcantiei®matter cannot be determined at this ti

Other Litigation

Common law nuisance claims for injunctiveeand property damage allegedly caused by graesghgas emissions have become
more frequent, and courts have recently determiinatdprivate parties and states have standingitg lsuch claims. For example, in
October 2009, the U.S. Court of Appeals for théhF@ircuit reversed the U.S. District Court for theuthern District of Mississippi’s
dismissal of private party claims against certainamal, chemical, and utility companies allegiotgmages as a result of Hurricane
Katrina. In reversing the dismissal, the U.S. Cofihppeals for the Fifth Circuit held that plafiféi have standing to assert their
nuisance, trespass, and negligence claims andafdhese claims are barred by the political questioctrine. On February 26, 2010,
the U.S. Court of Appeals for the Fifth Circuit gted the defendants’ petition for rehearing en b&otthern Company is not
currently a party to this litigation, but the tradhal operating companies and Southern Power namged as defendants in an amer
complaint which was rendered moot in August 200TheyU.S. District Court for the Southern Distra¢tMississippi when such court
dismissed the original matter. The ultimate outcarihis matter cannot be determined at this ti

Environmental Remediation

The registrants must comply with environmelaas and regulations that cover the handling disgosal of waste and releases of
hazardous substances. Under these various laweguldtions, the subsidiaries may also incur sultistecosts to clean up properties.
The traditional operating companies have eachvedeuthority from their respective state PSC&tmver approved environmental
compliance costs through regulatory mechanismshiwiimits approved by the state PSCs, these mateadjusted annually or as
necessary

Georgia Power’s environmental remediatiohiliy as of March 31, 2010 was $14.6 million. GgiarPower has been designated or
identified as a potentially responsible party (PBBPjites governed by the Georgia Hazardous Sipdtse Act and/or by the federal
Comprehensive Environmental Response, Compensatiohl,.iability Act (CERCLA), including a large site Brunswick, Georgia on
the CERCLA National Priorities List (NPL). The pag have completed the removal of wastes from tua®Bvick site as ordered by
the EPA. Additional claims for recovery of naturesource damages at this site or for the assessmémtotential cleanup of other
sites on the Georgia Hazardous Sites InventoryGERICLA NPL are anticipated; however, they are xpieeted to have a material
impact on Georgia Pow's financial statement

By letter dated September 30, 2008, the EfA4sad Georgia Power that it has been designatadP&®P at the Ward Transformer
Superfund site located in Raleigh, North Carolidamerous other entities have also received nofices the EPA. Georgia Power,
along with other named PRPs, is negotiating withERA to address cleanup of the site and reimbwesefar past expenditures
related to work performed at the site. In additionApril 2009, two PRPs filed separate actionghie U.S. District Court for the
Eastern District of North Carolina against numerother PRPs, including Georgia Power, seeking dmrtton from the defendants f
expenses incurred by the plaintiffs related to waekformed at a portion of the site. The ultimaiécome of these matters will depend
upon further environmental assessment and theatkimumber of PRPs and cannot be determined atrtteshowever, it is not
expected to have a material impact on Georgia F's financial statement

Gulf Power’s environmental remediation lithiincludes estimated costs of environmental reiatéxh projects of approximately
$63.5 million as of March 31, 2010. These estimatests relate to site closure criteria by the EiDepartment of Environmental
Protection (FDEP) for potential impacts to soil amdundwater from herbicide applications at GuliM@osubstations. The schedule
for completion of the remediation projects will fgbject to FDEP approval. The projects have beproapd by the Florida PSC for
recovery through Gulf Power’s environmental cosokery clause; therefore, there was no impact oineeme as a result of these
estimates.

In 2003, the Texas Commission on Environmental QuélCEQ) designated Mississippi Power as a paéintresponsible party at a
site in Texas. The site was owned by an electaiesfiormer company that handled Mississ
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Power’s transformers as well as those of nwhgr entities. The site owner is now in bankrygod the State of Texas has entered
into an agreement with Mississippi Power and séwaher utilities to investigate and remediate $ite. Amounts expensed related to
this work were not material. Hundreds of entitiaséreceived notices from the TCEQ requesting tegiticipation in the anticipated
site remediation. The final impact of this mattarMississippi Power will depend upon further enmiteental assessment and the
ultimate number of potentially responsible partiBise remediation expenses incurred by Mississippie? are expected to be
recovered through the ECO PI;

The final outcome of these matters cannot hewletermined. However, based on the currentlywknmnditions at these sites and the
nature and extent of activities relating to thatessSouthern Company, Georgia Power, Gulf Poamd, Mississippi Power do not
believe that additional liabilities, if any, at eesites would be material to their respectiverfina statements

FERC Matters
Market-Based Rate Authorit

Each of the traditional operating companied Southern Power have authorization from the FER€2Il power to non-affiliates,
including short-term opportunity sales, at markasdd prices. Specific FERC approval must be oldainith respect to a markéasec
contract with an affiliate

In December 2004, the FERC initiated a prdoegto assess Southern Company’s generation mpokegr within its retail service
territory. The ability to charge market-based ramesther markets was not an issue in the procgediny new market-based rate sales
by any subsidiary of Southern Company in Southerm@any’s retail service territory entered into dgra 15-month refund period
that ended in May 2006 could have been subjeaftond to a co-based rate leve

In December 2009, Southern Company and thRC-tial staff reached an agreement in princips thould resolve the proceeding in
its entirety. The agreement does not reflect amgifig or suggestion that any subsidiary of Soutl@mpany possesses or has
exercised any market power. The agreement likeddss not require Southern Company to make any deftelated to sales during
the 15-month refund period. The agreement doesgedoar the traditional operating companies andtSeun Power to donate a total
of $1.7 million to nonprofit organizations in thates in which they operate for the purpose ofetfiisg the electricity bills of low-
income retail customers. The agreement is subjeeview and approval by the FER

The joint offer of settlement was filed on dla 2, 2010. The final decision regarding the retioh of the settlement now resides with
the FERC, and there is no deadline by which a @etimust be reache

Intercompany Interchange Contrac

Southern Company’s generation fleet in itaiteservice territory is operated under the Inbenpany Interchange Contract (IIC), as
approved by the FERC. In May 2005, the FERC irgtlaa new proceeding to examine (1) the provisidrikeollC among the
traditional operating companies, Southern Powet,2@S, as agent, under the terms of which the PBaelris operated, (2) whether
any parties to the IIC have violated the FER&tandards of conduct applicable to utility comeguhat are transmission providers,
(3) whether Southern Company’s code of conduchieji Southern Power as a “system company” rattresr th*marketing affiliatefs
just and reasonable. In connection with the foramatf Southern Power, the FERC authorized SoutReme’s inclusion in the IIC in
2000. The FERC also previously approved Southempgamy' s code of conduc

In October 2006, the FERC issued an ordeg@aw a settlement resolving the proceeding stibgeBouthern Company’s agreement
to accept certain modifications to the settlemete'sis. Southern Company notified the FERC thatdepted the modifications. The
modifications largely involve functional separatiand information restrictions related to marketgvities conducted on behalf of
Southern Power. In November 2006, Southern Comfilatywith the FERC a compliance plan in connectiath the order. In

April 2007, the FERC approved, with certain modifions, the plan submitted by Southern Companyldmentation of the plan did
not have a material impact on South
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Company’s or the traditional operating coniparfinancial statements. In November 2007, Sautl@ompany notified the FERC that
the plan had been implemented. In December 2083-ERC division of audits issued for public commienfinal audit report
pertaining to compliance implementation and relatedters. No comments were submitted challengiagtidit report’s findings of
Southern Compar's compliance. The proceeding remains open penddegigion from the FERC regarding the audit reg

Right of Way Litigation

Southern Company and certain of its subseBaincluding Mississippi Power, have been nansededendants in numerous lawsuits
brought by landowners since 2001. The plaintiffsisuits claim that defendants may not use, oreada to third parties, some or al

the fiber optic communications lines on the righitsvay that cross the plaintiffs’ properties andttiuch actions exceed the easements
or other property rights held by defendants. Tlaénpiffs assert claims for, among other thingsspeess and unjust enrichment and ¢
compensatory and punitive damages and injunctivef rélanagement of Southern Company and Missis$hopver believe that they
have complied with applicable laws and that théngifés’ claims are without meri

To date, Mississippi Power has entered igre@ments with plaintiffs in approximately 95% loétactions pending against Mississippi
Power to clarify its easement rights in the Stdtilississippi. These agreements have been apptoyéite Circuit Courts of Harrison
County and Jasper County, Mississippi (First Jadii€ircuit), and the related cases have been diguisThese agreements have not
resulted in any material effects on Southern Cormy’'s or Mississippi Pow'’s financial statement

In addition, in late 2001, certain subsidiariessofithern Company, including Mississippi Power, weamed as defendants in a law
brought in Troup County, Georgia, Superior Courlrgrstate Fiber Network, a subsidiary of telecaminations company ITC
DeltaCom, Inc. that uses rights of way. This lawailleges, among other things, that the defendametsontractually obligated to
indemnify, defend, and hold harmless the teleconications company from any liability that may beesssed against it in pending
future right of way litigation. Southern Companydaviississippi Power believe that the plaintiff sichs are without merit. In the fall
of 2004, the trial court stayed the case until lkggmn of the underlying landowner litigation dissed above. In January 2005, the
Georgia Court of Appeals dismissed the telecomnatinins company’s appeal of the trial court’s ofedack of jurisdiction. An
adverse outcome in this matter, combined with aree outcome against the telecommunications coynpamme or more of the rig|
of way lawsuits, could result in substantial judgrse however, the final outcome of these mattenmeanow be determine

Nuclear Fuel Disposal Cost Litigation

See Note 3 to the financial statements ott8m Company, Alabama Power, and Georgia Powegrlitnliclear Fuel Disposal Costs”
in Item 8 of the Form 10-K for information regardithe litigation brought by Alabama Power and GeoRpwer against the
government for breach of contracts related to thpasal of spent nuclear fuel. In July 2007, th8.WCourt of Federal Claims awarded
Georgia Power approximately $30 million, basedtsrownership interests, and awarded Alabama Popgoaimately $17 million,
representing substantially all of the direct cadtte expansion of spent nuclear fuel storagditiasi at Plants Farley, Hatch, and
Vogtle from 1998 through 2004. In November 200€, glovernment’s motion for reconsideration was d&nie January 2008, the
government filed an appeal and, in February 200@8] & motion to stay the appeal. In April 200& th.S. Court of Appeals for the
Federal Circuit granted the government’s motiostty the appeal pending the court’s decisionsrigetiother similar cases already on
appeal. Those cases were decided in August 20@8UTS. Court of Appeals for the Federal Circuit ledisthe stay of appeals in pla
pending the decision in an appeal of several athses involving spent nuclear fuel contracts. OrilAR, 2010, the government
informed the U.S. Court of Appeals for the Fedé&iatuit that it did not intend to challenge the dé&m in the last of those cases and
proposed that the stay be lifted so that the apgsaproceec

In April 2008, a second claim against theggoment was filed for damages incurred after De@¥rth, 2004 (the court-mandated cut-
off in the original claim), due to the governmendlleged continuing breach of contract. In Octd#48, the U.S. Court of Appeals
the Federal Circuit denied a similar request bygitreernment to stay this proceeding. The compldmets not contain any specific
dollar amount for recovery of damages. Damagesawititinue to accumula

120




Table of Contents

NOTES TO THE CONDENSED FINANCIAL STATEMENTS: (Conti nued)

until the issue is resolved or the storage@vided. No amounts have been recognized inittaaéial statements as of March 31, 2010
for either claim. The final outcome of these matigginnot be determined at this time, but no matenjgact on net income is expected
as any damage amounts collected from the governanergxpected to be returned to custon

Income Tax Matters
Georgia State Income Tax Credi

Georgia Power’s 2005 through 2008 incomefitangs for the State of Georgia include state imeotax credits for increased activity
through Georgia ports. Georgia Power had also §ladlar claims for the years 2002 through 2004e Georgia Department of
Revenue has not responded to these claims. 1200y, Georgia Power filed a complaint in the Sugetiourt of Fulton County to
recover the credits claimed for the years 2002ujina2004. On March 22, 2010, the Superior CouRulfon County ruled in favor of
Georgia Power’s motion for summary judgment. OnilA30, 2010, the Georgia Department of Revenudl file notice of appeal with
the Georgia Court of Appeals. An unrecognized txdiit has been recorded related to these créid@gorgia Power prevails, these
claims could have a significant, and possibly makgpositive effect on Georgia Power’s and South@ompany’s net income. If
Georgia Power is not successful, payment of tretad|state tax could have a significant, and pbseiaterial, negative effect on
Georgia Power’s and Southern Company’s cash fl@e.ote 5 to the financial statements of Southenm@ny and Georgia Power
in Item 8 of the Form 10-K under “Unrecognized Eenefits” and Note (G) herein for additional infation. The ultimate outcome
of this matter cannot now be determin

Retail Regulatory Matters
Retail Rate Matter:

On March 11, 2010, the Georgia PSC votegppryave the stipulation among Georgia Power, ther@adSC Public Interest
Advocacy Staff, and three customer groups withetkeeption that the under recovered fuel balanceobected over 42 months. The
new rates, which became effective April 1, 2010| result in an increase of approximately $373 imillto Georgia Power’s total
annual fuel cost recovery billings. Georgia Povgereiquired to file its next fuel case by March Q1 2.

Nuclear

See Note 3 to the financial statements ott8m Company and Georgia Power under “Retail Regnl Matters — Georgia Power —
Nuclear Constructic” and “Construction — Nuclear,” respectively, iert 8 of the Form 10-K for additional informatiorgeeding
Georgia Powe s construction of two nuclear generating unitslahPvogtle.

In June 2009, an environmental group filgubation in the Superior Court of Fulton County,dgia seeking review of the Georgia
PSC's certification order and challenging the cimsbnality of the Georgia Nuclear Financing A€n May 5, 2010, the court
dismissed as premature the plaintiffs’ claim chadieag the Georgia Nuclear Energy Financing Act. @lsenissal of the claim related
to the Georgia Nuclear Energy Financing Act is sabjo appeal and the plaintiffs are expectedfieehis claim in the future. In
addition, on May 5, 2010, the court issued an orderanding the Georgia PSC'’s certification ordeiiriclusion of further findings of
fact and conclusions of law by the Georgia PSCerdand for further findings of fact and conclusiof$aw is a procedural step that
does not vacate or otherwise affect the effectigsmd the Georgia PSC's certification order oruhienate conclusion of the Georgia
PSC in certifying the construction of Plant Vodtleits 3 and 4

In August 2009, the NRC issued letters to Westinglaevising the review schedules needed to ceéhfyAP1000 standard design
new reactors and expressing concerns related @vaiability of adequate information and the stieuilding design. The shield
building protects the containment and providescstmal support to the containment cooling watempdupGeorgia Power is continuing
to work with Westinghouse and the NRC to resoles¢hconcerns. Any possible delays in the AP100@esrtification schedule,
including those addressed by the NRC in theirigttare not currently expected to affect the ptefgcommercial operation dates for
Plant Vogtle Units 3 and -
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There are pending technical and procedui@leariges to the construction and licensing of Plagtle Units 3 and 4. Similar
additional challenges at the state and federal Enecexpected as construction proce

The ultimate outcome of these matters cannot berm@ted at this time
Other Construction

In August 2009, Georgia Power filed its qadyt construction monitoring report for Plant Mcgh Units 4, 5, and 6 for the quarter
ended June 30, 2009. In September 2009, GeorgiarRranended the report. As amended, the reportdasla request for an increase
in the certified costs to construct Plant McDonaugh February 24, 2010, Georgia Power reachegalation agreement with the
Georgia PSC staff that was approved by the Ge#8i@ on March 16, 2010. The stipulation resolvesltime 30, 2009 construction
monitoring report, including the approval of actaapenditures and the requested increase in tti§ezamount.

On May 6, 2010, the Georgia PSC approved @adtowers request to extend the construction scheduleléat RIcDonough Units «
5, and 6 as a result of the sl-term reduction in forecasted dema

Integrated Coal Gasification Combined Cyc

See Note 3 to the financial statements oft8u Company under “Retail Regulatory Mattersdné¢ed Coal Gasification Combined
Cycle (IGCC)” and of Mississippi Power under “Intatgd Coal Gasification Combined Cycle” in Iltemf8re Form 10-K for
information regarding Mississippi Pov's construction of the Kemper IGC

On March 9, 2010, the Mississippi DepartnarEnvironmental Quality issued the PSD air pemmitdification for the Kemper IGCC,
which modifies the original PSD air permit issuaddctober 2008. The Mississippi Chapter of ther&i@ub has requested a formal
evidentiary hearing regarding the issuance of tbdified permit.

Mississippi Power filed an application in Mowber 2009 with the DOE and in December 2009 vaghIRS for certain tax credits
available to projects using advanced coal techriedognder the Energy Improvement and ExtensionroA2008. The DOE
subsequently certified the Kemper IGCC, and on I/3#¥j 2010, the IRS allocated $279 million of tagdits under Section 48A of the
Internal Revenue Code to Mississippi Power. Thiezation of these credits is dependent upon medhirdRS certification
requirements and completing the Kemper IGCC imaly manner. Mississippi Power has secured allrenmental reviews and
permits necessary to commence construction of #rapér IGCC and has entered into a binding confoat¢he steam turbine
generator, completing two milestone requirementstfese credits

On April 29, 2010, the Mississippi PSC issaadorder finding that Mississippi Power’s applioatto acquire, construct, and operate
the Kemper IGCC did not satisfy the requiremenpusblic convenience and necessity in the form thatgroject and the related cost
recovery were originally proposed by Mississippwo. The order requires Mississippi Power to acceptain conditions prior to the
Mississippi PSC'’s approval of a Certificate of Ralifonvenience and Necessity. Among those conditiomposed in the order,
Mississippi Power would be required to accept astroietion cost cap of $2.4 billion and an operatingt cap based on assumptions
contained in Mississippi Power’s proposal. In aiddit the order deferred a decision on whether, whad to what extent the
Mississippi PSC would apply the cost recovery pmris of the State of Mississippi Baseload Act@& (Baseload Act) for financi
cost recovery on construction work in progress (EY\alances during construction. According to ttdeq while the Kemper IGCC
satisfies the eligibility requirements for applicat of the Baseload Act, the Mississippi PSC dexlito approve CWIP recovery until
Mississippi Power submits additional evidence sutipg a specific request for CWIP within a defimedovery period. Mississippi
Power expects to file a motion for reconsideratignin the alternative, for rehearing, of the ort
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The April 2010 order also approved recover$46 million of $50.5 million in prudent pre-consttion costs incurred through

March 2009. The remaining $4.5 million is assodatéth overhead costs and variable pay of SCS, hvivere recommended for
exclusion from presonstruction costs by a consultant hired by thesisppi Public Utilities Staff. An additional $2nillion has beel
incurred for costs of this type since March 2008e Temaining $4.5 million, as well as additiona-ppnstruction amounts incurred to
date, will be reviewed and addressed in a futuoegeding

As of March 31, 2010, Mississippi Power hpdrg a total of $97.0 million associated with Mésgppi Power’s generation resource
planning, evaluation, and screening activitiesluding regulatory filing costs. Costs incurred digrihe first quarter 2010 totaled
$23.5 million compared to $8.4 million during thest quarter 2009. Of the total $97.0 million, $8"illion was deferred in other
regulatory assets, $9.0 million was related to lanthases capitalized, and $1.0 million was pugslipexpensec

In the event that Mississippi Power doespnoteed with the Kemper IGCC, Mississippi Power ld@eek recovery of the pre-
construction costs incurred as of March 2010, dbasecontract termination obligations and othestsdancurred since March 2010, in
the amount of approximately $41.0 million. In NoJsen 2009, the Mississippi PSC issued an orderfthetd Mississippi Power has a
demonstrated need for additional capacity. In trenethat Mississippi Power does not proceed withkKemper IGCC, Mississippi
Power would provide for its capacity need throuijhes the construction of a combined cycle plarRP#, or other means available to
Mississippi Power

The ultimate outcome of these matters cannot nodelbermined
(C) FAIR VALUE MEASUREMENTS

As of March 31, 2010, assets and liabilitresasured at fair value on a recurring basis duhegeriod, together with the level of the
fair value hierarchy in which they fall, are addals:

Fair Value Measurements Usinc
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
As of March 31, 2010: (Level 1) (Level 2) (Level 3) Total
(in millions)
Southern Company
Assets:
Energy-related derivative $ — $ 16 $— $ 16
Interest rate derivative — 6 — 6
Nuclear decommissioning trus@(®) 76€ 41€ — 1,182
Cash equivalents and restricted ¢ 201 — — 201
Other investment 22 50 19 91
Total $98¢ $48¢ $18 $1,49¢
Liabilities:
Energy-related derivative $ — $28¢ $— $ 28¢
Interest rate derivative — 8 — 8
Total $ — $29¢€ $— $ 29¢€
Alabama Power
Assets:
Nuclear decommissioning trus(@)
Domestic equity $30¢ $ 51 $— $ 36C
U.S. Treasury and government agency secul 13 5 — 18
Corporate bond — 81 — 81
Mortgage and asset backed secur — 40 — 40
Other — 14 — 14
Cash equivalents and restricted ¢ 11F — — 11E
Total $437 $191 $— $ 62¢
Liabilities:
Energyrelated derivative $ — $ 67 $— $ 67
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Fair Value Measurements Usinc
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
As of March 31, 2010: (Level 1) (Level 2) (Level 3) Total
(in millions)
Georgia Power
Assets:
Nuclear decommissioning trus(@)
Domestic equity $444 $ 1 $— $44¢
U.S. Treasury and government agency secul — 35 — 35
Municipal bonds — 22 — 22
Corporate bond — 98 — 98
Mortgage and asset backed secur — 43 — 43
Other — 26 — 26
Total $444 $22E $— $66<
Liabilities:
Energy-related derivative $ — $12E $— $12E
Interest rate derivative — 1 — 1
Total $— $12¢€ $— $12¢€
Gulf Power
Assets:
Interest rate derivative $ — $ 1 $— $ 1
Cash equivalents and restricted ¢ 16 — — 16
Total $ 16 $ 1 $— $ 17
Liabilities:
Energy-related derivative $ — $ 21 $— $ 21
Interest rate derivative — 1 — 1
Total $— $ 22 $— $ 22
Mississippi Power
Assets:
Cash equivalent $ 37 $— $— $ 37
Liabilities:
Energy-related derivative $ — $ 59 $— $ 59
Southern Power
Assets:
Energy-related derivative $ — $ 16 $— $ 16
Liabilities:
Energy-related derivative $ — $ 16 $— $ 16

(a) Excludes receivables related to investment incgraading investment sales, and payables relatedrtdipg investment purchas:
(b) For additional detail, see the nuclear decommissgtrusts sections for Alabama Power and Georgiad? in this table

Valuation Methodologie

The energy-related derivatives primarily ashsef over-the-counter financial products for matwas and physical power products,
including from time to time, basis swaps. Theseséaadard products used within the energy indwsiyare valued using the market
approach. The inputs used are mainly from obseevalalrket sources, such as forward natural gassppcsver prices, implied
volatility, and LIBOR interest rates. Interest rdtrivatives are also standard over-the-countanfifal products valued using the
market approach. Inputs include LIBOR interestsaitgerest rate futures contracts, and occasipmajplied volatility of interest rate
options. See Note (H) herein for additional infotima on how these derivatives are us
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“Other investments” include investments inda that are valued using the market approachrarwinie approach. Securities that are
traded in the open market are valued at the clgsiieg on their principal exchange as of the mesment date. Discounts are applied
in accordance with GAAP when certain trading resiths exist. For investments that are not tradettié open market, the price paid
will have been determined based on market factmisiding comparable multiples and the expectatiegarding cash flows and
business plan execution. As the investments matuifenarket conditions change materially, furthealysis of the fair market value
of the investment is performed. This analysis @dslly based on a metric, such as multiple of @3\ revenues, earnings before
interest and income taxes, or earnings adjustedeidain cash changes. These multiples are basednoparable multiples for public
traded companies or other relevant prior transast

For fair value measurements of investmentkiwthe nuclear decommissioning trusts and ratoist funds, specifically the fixed
income assets using significant other observalpetsand significant unobservable inputs, the prjrwvaluation technique used is the
market approach. External pricing vendors are desegl for each of the asset classes in the nudésmmmissioning trusts and rabbi
trust funds with each security discriminately assigja primary pricing source, based on similar atteristics

A market price secured from the primary sewendor is then used in the valuation of the assihin the trusts. As a general
approach, market pricing vendors gather market @atbuding indices and market research reports)iategrate relative credit
information, observed market movements, and se&ws into proprietary pricing models, pricing sys$e and mathematical tools.
Dealer quotes and other market information inclgdive trading levels and pricing analysts’ judgrnare also obtained when
available.

As of March 31, 2010, the fair value measweets of investments calculated at net asset vaushare (or its equivalent), as well as
the nature and risks of those investments, arelimsvs:

Fair Unfunded Redemptior Redemption
As of March 31, 2010: Value Commitments Frequency Notice Perioc
(in millions)

Southern Company
Nuclear decommissioning trus

Corporate bond- commingled fund: $ 60 None Daily 1 to 3 day:

Other- commingled fund: 26 None Daily Not applicabl

Trust owned life insuranc 80 None Daily 15 days
Cash equivalents and restricted c¢

Money market fund 201 None Daily Not applicabl
Other:

Deferred compensatic— money market fund 2 None Daily Not applicabl
Alabama Power
Nuclear decommissioning trus

Trust owned life insuranc $ 80 None Daily 15 days
Cash equivalents and restricted cz

Money market fund 11E None Daily Not applicabl
Georgia Power
Nuclear decommissioning trus

Corporate bond- commingled fund: $ 60 None Daily 1 to 3 day:

Other— commingled fund: 26 None Daily Not applicabl
Gulf Power
Cash equivalents and restricted c¢

Money market fund $ 16 None Daily Not applicabl
Mississippi Power
Cash equivalent:

Money market fund $ 37 None Daily Not applicabl
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The commingled funds in the nuclear decommissiotiagts invest primarily in a diversified portfolad investment high grade mon
market instruments, including, but not limited ¢ommercial paper, notes, repurchase agreementstlaadevidences of indebtedness
with a maturity not exceeding 13 months from theedd purchase. The commingled funds will, howeweajntain a dollar-weighted
average portfolio maturity of 90 days or less. @ksets may be longer term investment grade fixashie obligations having a
maximum five year final maturity with put featuresfloating rates with a reset rate date of 13 memtr less. The primary objective
for the commingled funds is a high level of currex@iome consistent with stability of principal aliglidity.

Alabama Power’s nuclear decommissioning $rirstlude investments in Trust-Owned Life Insuraio®LI). The taxable nuclear
decommissioning trust invests in the TOLI in ortteminimize the impact of taxes on the portfoli@aan draw on the value of the
TOLI through death proceeds, loans against the sagsknder value, and/or the cash surrender valigect to legal restrictions. The
amounts reported in the tables above reflect thevédue of investments the insurer has made i to the TOLI agreements. The
nuclear decommissioning trusts do not own the uyighey investments, but the fair value of the inveshts approximates the cash
surrender value of the TOLI policies. The investisenade by the insurer are in commingled funds. cdmemingled funds primarily
include investments in domestic and internatioality securities and predominantly high-qualityefixincome securities. These fixed
income securities include U.S. Treasury and governtragency fixed income securities, non-U.S. ganemt and agency fixed
income securities, domestic and foreign corporatgifincome securities, and, to some degree, mgetgad asset backed securities.
The passively managed funds seek to replicateaHermance of a related index. The actively mandgeds seek to exceed the
performance of a related index through securityyasmaand selectior

Southern Company, Alabama Power, and Geétgveer continue to elect the option to fair valueestment securities held in the
nuclear decommissioning trust funds. For the thmeaths ended March 31, 2010, the increase in &irevof the funds, which includ
reinvested interest and dividends, is recordedi@régulatory liability and was $20 million for Adama Power, $24 million for
Georgia Power, and $44 million for Southern Compi

The money market funds are short-term inveatsiof excess funds in various money market mditunals, which are portfolios of
short-term debt securities. The money market fardsegulated by the SEC and typically receivehighest rating from credit rating
agencies. Regulatory and rating agency requirenfentasoney market funds include minimum creditmg and maximum maturities
for individual securities and a maximum weighteérage portfolio maturity. Redemptions are availalrlea same day basis up to the
full amount of the investments in the money mafleats.

Changes in the fair value measurement of#wel 3 items using significant unobservable ingatsSouthern Company at March 31,
2010 are as follows

Level 3
Other
(in millions)
Beginning balance at December 31, 2! $ 35
Total gains (losse«— realized/unrealizec

Included in OCI 4
Transfers out of Level (20)
Ending balance at March 31, 20 $ 19
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(D)

Transfers in and out of the levels of failueahierarchy are recognized as of the end oféperting period. At March 31, 2010, the
value of one of the investments was reclassifiethfLevel 3 to Level 1 because the securities bégaling on the public market. The
reclassification is reflected in the table abova asinsfer out of Level 3 at its fair value. Adaliially, the discount is no longer being
applied because the trading restrictions have bemoved.

At March 31, 2010, other financial instrumentsydrich the carrying amount did not equal fair valuere as follows

Carrying Amount Fair Value
(in millions)
Long-term debt:
Southern Compan $19,24: $19,66¢
Alabama Powe $ 6,18 $ 6,347
Georgia Powe $ 8,07 $ 8,154
Gulf Power $ 1,11¢ $ 1,147
Mississippi Powe $ 491 $ 50z
Southern Powe $ 1,29¢ $ 1,391

The fair values were based on closing market piicesel 1) or closing prices of comparable instratsgLevel 2)
STOCKHOLDER¢ EQUITY
Earnings per Share

For Southern Company, the only differenceamputing basic and diluted earnings per sharéripatable to exercised options and
outstanding options under the stock option plae. ISete 8 to the financial statements of Southerm@mny in Item 8 of the Form 10-
K for further information on the stock option plarhe effect of the stock options was determinedgitfie treasury stock method.
Shares used to compute diluted earnings per shauasdollows

Three Months Three Months
Ended Ended
March 31, 2010 March 31, 200¢

(in thousands

As reported share 822,52t 779,85¢
Effect of options 2,261 1,78
Diluted share: 824,78 781,64!

For the three months ended March 31, 2010uverdh 31, 2009, there were 25 million and 38 miillstock options, respectively, that
were not included in the diluted earnings per skeafeulation because they were anti-dilutive. Assgnan average stock price of
$38.01 (the highest exercise price of the antitdiuoptions outstanding), the effect of optionstfte three months ended March 31,
2010 and March 31, 2009 would have increased byllmand 3 million shares, respective
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Changes in Stockholders’ Equity

The following table presents y«-to-date changes in stockhold’ equity of Southern Compan

Preferred and

Number of Common Preference Total
Common Shares Stockholders’ Stock of Stockholders’
Issued Treasury Equity Subsidiaries Equity
(in thousands (in millions)

Balance at December 31, 2009 820,15: (505) $14,87¢ $707 $15,58¢
Net income after dividends on preferred and

preference stoc — — 49t — 49t

Other comprehensive income (lo: — — 9 — 9

Stock issuel 4,87 — 171 — 171

Cash dividends on common stc — — (359 — (359

Other — 17 1 — 1

Balance at March 31, 201( 825,02: (488 $15,19¢ $707 $15,90:

Balance at December 31, 20C 777,61t (424) $13,27¢ $707 $13,98:

Net income after dividends on preferred ar

preference stoc — — 12¢€ — 12¢€

Other comprehensive income (lo — — 8 — 8

Stock issuel 5,24¢ — 171 — 171

Cash dividends on common stc — — (327) — (327)

Other — (8) (1) — (D)

Balance at March 31, 200¢ 782,86! (432 $13,25! $707 $13,96(

(E) FINANCING
Bank Credit Arrangements

Bank credit arrangements provide liquiditpgart to the registrants’ commercial paper borrgsiand the traditional operating
companiesvariable rate pollution control revenue bonds. Bete 6 to the financial statements of Southern CamgpAlabama Powe
Georgia Power, Gulf Power, Mississippi Power, andtBern Power under “Bank Credit Arrangements’témi 8 of the Form 18 for
additional information

The following table outlines the credit arrangensdnt company as of March 31, 20:

Executable
Term-Loans Expires
One Two
Company Total Unused Year Years 2010 2011 2012
(in millions)

Southern Compan $ 95C $ 95C $— $— $ — $ — $ 95C
Alabama Powe 1,271 1,271 372 — 481 25 765
Georgia Powe 1,71t 1,70z 95 40 465 13C 1,12(
Gulf Power 22C 22C 10C — 19C 30 —
Mississippi Powe 15€ 15€ 65 41 10€ 50 —
Southern Powe 40C 40C — — — — 40C
Other 60 60 60 — 60 — —
Total $4,77- $4,76( $692 $81 $1,302 $23E $3,23¢
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(F)

Subsequent to March 31, 2010, Georgia Power renewsting credit arrangements totaling $425 millaomd extended the expiration
dates to 2011. Of these facilities, $125 milliomion provisions allowing one-year term loans exalole at expiration.

Subsequent to March 31, 2010, Gulf Power renewedieg credit arrangements totaling $75 million axtiended the expiration dates
to 2011. All of these facilities contain provisicallowing one-year term loans executable at expinat

RETIREMENT BENEFITE

Southern Company has a defined benefit,gaastpension plan covering substantially all emgésy The plan is funded in accordance
with requirements of the Employee Retirement Inc@geurity Act of 1974, as amended (ERISA). No dbations to the plan are
expected for the year ending December 31, 2010th8ouCompany also provides certain defined bepefision plans for a selected
group of management and highly compensated empdoBamefits under these non-qualified pension pdmagunded on a cash basis.
In addition, Southern Company provides certain weddiare and life insurance benefits for retireghlyees through other
postretirement benefit plans. The traditional opegacompanies fund related trusts to the exteqired by their respective regulatory
commissions

See Note 2 to the financial statements oty Company, Alabama Power, Georgia Power, Gafd?, and Mississippi Power in
Item 8 of the Form 1-K.

Components of the net periodic benefit costs ferttiiee months ended March 31, 2010 and 2009 dodi@ss:

Southern Alabama Georgia Mississippi
PENSION PLANS Company Power Power  Gulf Power Power
(in millions)

Three Months Ended March 31, 2010

Service cos $ 43 $ 10 $14 $2 $2
Interest cos 98 24 36 4 4
Expected return on plan ass (13¢) 42 (55) (6) (5)
Net amortizatior 11 3 4 1 1
Net cost (income $ 14 $ (5 $ (D $1 $2
Three Months Ended March 31, 2009

Service cos $ 36 $ 8 $12 $2 $2
Interest cos 97 24 37 4 4
Expected return on plan ass (135) (47) (59) (6) (5)
Net amortizatior 10 3 4 — —
Net cost (income $ 8 $ (6 $QQ) $— $1

Southern Alabama Georgia Mississippi
POSTRETIREMENT BENEFITS Company Power Power Gulf Power Power
(in millions)

Three Months Ended March 31, 2010

Service cos $ 6 $2 $2 $— $—
Interest cos 25 6 11 1 1
Expected return on plan ass (16) (6) (8) — —
Net amortizatior 5 2 3 — —
Net cost (income $ 20 $4 $8 $1 $1
Three Months Ended March 31, 2009

Service cos $ 7 $2 $2 $— $1
Interest cos 28 7 13 1 1
Expected return on plan ass (15) (6) (8) — —
Net amortizatior 7 2 4 — —
Net cost (income $ 27 $5 $11 $1 $2
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(G) EFFECTIVE TAX RATE AND UNRECOGNIZED TAX BENEFIT¢
Effective Tax Rate

Southern Company’s effective tax rate wa$%ilfor the three months ended March 31, 2010, agaced to 54.1% for the
corresponding period in 2009. See Note 5 to thenfimal statements of each registrant in Item &iefform 10-K for information on
the effective income tax rate. Southern Companfféctve tax rate decreased for the three montle@march 31, 2010 as compared
to March 31, 2009 primarily due to the $202 millicmarge for the MC Asset Recovery litigation setiat, which occurred in the first
quarter 2009. Southern Company is currently evadgatotential recovery of the settlement paymerdugh various means including
insurance, claims in U.S. Bankruptcy Court, ancgotvenues. The degree to which any recovery lizeeawill determine, in part, th
final income tax treatment of the settlement paytmadditionally, Georgia Power’s effective tax ratecreased for the three months
ended March 31, 2010 as compared to March 31, #08933.1% to 27.8%, primarily due to the recogmitdf additional Georgia
state tax credits and additional AFUDC equity, viahig not taxable, in the first quarter 20

Unrecognized Tax Benefits

Changes during 2010 for unrecognized tax beneafit@a follows

Southern Alabama Georgia Gulf Mississippi Southern
Company Power Power Power Power Power
(in millions)
Unrecognized tax benefits as of
December 31, 20C $19¢ $6 $181 $ 2 $3 $—
Tax positions from current perio 11 — 11 — — —
Tax positions from prior perioc (23 — (23 — — —
Reductions due to settleme! — — — — —
Reductions due to expired statute
limitations — — — — — —
Balance as of March 31, 20 $187 $6 $16¢ $ 2 $3 $—

All of the unrecognized tax benefits as ofrbha31, 2010 and December 31, 2009 would impacettestive tax rate of Southern
Company and its subsidiaries if recognized. Theptasitions increase from current periods relaténgmily to the Georgia state tax
credits litigation and other miscellaneous uncartak positions. The tax positions decrease fraor periods relates to the Georgia
state tax credits litigation. See Note (B) undecime Tax Matters — Georgia State Income Tax Gellérein for additional
information.

Accrued interest for unrecognized tax benefits asfollows:

As of As of
Georgia Other March 31, December 31
Power Registrants 2010 2009
(in millions)
Interest accrued as of December 31, 2 $20 $1 $21 $21
Interest reclassified due to settleme — — — —
Interest accrued during the peri — — — —
Balance as of March 31, 20 $20 $1 $21 $21

None of the registrants accrued any penalties aertain tax positions

It is reasonably possible that the amourhefunrecognized tax benefits associated with anityajof Southern Company’s and
Georgia Power’s unrecognized tax positions wilhffigantly increase or decrease within the nextrighths. The resolution of the
Georgia state tax credits litigation would substdiytreduce the balances. The conclusion or sedtg of state audits could also
impact the balances significantly. At this time,emtimate of the range of reasonably possible outsocannot be determine
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(H) DERIVATIVES

Southern Company, the traditional operatiognpanies, and Southern Power are exposed to nrésket primarily commodity price
risk and interest rate risk. To manage the votatditributable to these exposures, each compatsyitseexposures, where possible, to
take advantage of natural offsets and enters iatious derivative transactions for the remainingasures pursuant to each company’
policies in areas such as counterparty exposureiskidhanagement practices. Each company’s pditlat derivatives are to be used
primarily for hedging purposes and mandates sadtterence to all applicable risk management pgliéerivative positions are
monitored using techniques including, but not ledito, market valuation, value at risk, stressrtgsaind sensitivity analysis.
Derivative instruments are recognized at fair vatutéhe balance sheets as either assets or liabi

Energy-Related Derivatives

The traditional operating companies and SeutfPower enter into energgtated derivatives to hedge exposures to elettrigas, ant
other fuel price changes. However, due to costébeate regulations, the traditional operating conigs have limited exposure to
market volatility in commodity fuel prices and m&of electricity. Each of the traditional opergtdtompanies manages fuel-hedging
programs, implemented per the guidelines of thespective state PSCs, through the use of finader@lative contracts. Southern
Power has limited exposure to market volatilitcommodity fuel prices and prices of electricity &ese its long-term sales contracts
shift substantially all fuel cost responsibilityttee purchaser. However, Southern Power has bekmag continue to be exposed to
market volatility in energ-related commaodity prices as a result of sales obntracted generating capaci

To mitigate residual risks relative to movensen electricity prices, the traditional opergticompanies and Southern Power may entel
into physical fixed-price or heat rate contractstfe purchase and sale of electricity throughwthelesale electricity market. To
mitigate residual risks relative to movements i gaces, the traditional operating companies andit&rn Power may enter into
fixed-price contracts for natural gas purchases; howavgignificant portion of contracts are priced atrket.

Energy-related derivative contracts are accounted fomia af three method

. Regulatory Hedge— Energy-related derivative contracts which arégieged as regulatory hedges relate primarily ¢ th
traditional operating companies’ fueédging programs, where gains and losses arellniteorded as regulatory liabilities a
assets, respectively, and then are included ineéggénse as the underlying fuel is used in operatéimd ultimately recovered
through the respective fuel cost recovery clat

. Cash Flow Hedges Gains and losses on energy-related derivativeigaged as cash flow hedges, which are mainly bged
Southern Power, to hedge anticipated purchasesales are initially deferred in OCI before beingagnized in the statements
of income in the same period as the hedged traonsadre reflected in earning

. Not Designate— Gains and losses on energy-related derivativeacs that are not designated or fail to qualéhadges are
recognized in the statements of income as incu

Some energy-related derivative contracts requiirysical delivery as opposed to financial setietnand this type of derivative is both
common and prevalent within the electric industi$hen an energy-related derivative contract isefphysically, any cumulative
unrealized gain or loss is reversed and the canpréae is recognized in the respective line itapresenting the actual price of the
underlying goods being delivere
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At March 31, 2010, the net volume of energlated derivative contracts for power and natgea positions for the registrants, toge
with the longest hedge date over which the respeetntity is hedging its exposure to the variapilit future cash flows for forecasted
transactions and the longest date for derivatied¢slasignated as hedges, were as follc

Power Gas
Longest Longest Net Longest Longest
Net Sold Hedge Non-Hedge  Purchased Hedge Non-Hedge
As of March 31, 2010: MWH Date Date mmBtu Date Date
(in millions) (in millions)
Southern Compan 1.8 201C 201C 141* 201/ 2014
Alabama Powe 0.2 201 — 32 201/ —
Georgia Powe 0.3 201C — 68 2014 —
Gulf Power — — — 10 201/ —
Mississippi Powe — — — 23 201¢ —
Southern Powe 1.3 201C 201C 8* 201z 201¢

* Includes location basis of 1.2 million British theal units (mmBtu)

In addition to the volumes discussed in theva table, the traditional operating companies@mathern Power enter into physical
natural gas supply contracts that provide the optiosell back excess gas due to operational @nttr The maximum expected
volume of natural gas subject to such a featugenillion mmbtu for Southern Company and 6 millimmbtu for Georgia Power and
less than 1 million mmbtu for each of the other pamnies

For the next 12-month period ending MarchZ111, Southern Company and Southern Power expeetlassify $11 million in gains
from OCI to revenue and $8 million in losses fro@I@o fuel expense with respect to cash flow hed§esh amounts are immaterial
for all other registrant:

Interest Rate Derivative

Southern Company and certain subsidiarieseiser into interest rate derivatives, which ideldorwardstarting interest rate swaps
hedge exposure to changes in interest rates. Dwdagaelated to existing variable rate securitieforecasted transactions are
accounted for as cash flow hedges. Derivativesa@lto existing fixed rate securities are accoufte@s fair value hedges. The
derivatives employed as hedging instruments avetstred to minimize ineffectivenes

For cash flow hedges, the derivatives’ failue gains or losses are recorded in OCI and alassified into earnings at the same time
the hedged transactions affect earnings. For irerhedges, the derivatives’ fair value gain®oesés and hedged items’ fair value
gains or losses are both recorded in earningseatdime time, providing an offset with any differemepresenting ineffectivene:

At March 31, 2010, the following interest rate gatives were outstandin

Fair Value
Hedge Gain (Loss)
Notional Interest Rate Interest Rate Maturity March 31,
Amount Received Paid Date 2010
(in millions) (in millions)
Cash flow hedges of existing de
Southern Company $ 30C 3-month LIBOR A 1.24%* October 201 $—
0.40% sprea
Georgia Powe 30C 1-month LIBOR 2.43%* April 201C (@D}
Cash flow hedges on forecasted debt
Gulf Power 10C  3-month LIBOR 3.7%* April 202C —
Fair value hedges of existing de
Southern Company 35C 4.15% 3-month LIBOR + May 201¢ (1)
1.96%* sprea
Total $1,05( $(2

*  Weighted Averag
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Subsequent to March 31, 2010, Gulf Power settlé@D$iillion of interest rate hedges related to thaes 2010A Senior Note issuar
at a gain of approximately $1.5 million. The gaiifl we amortized to interest expense over 10 ye

The following table reflects the estimated-pax gains (losses) that will be reclassified flo@l to interest expense for the next 12-
month period ending March 31, 2011, together withlbngest date that total deferred gains and $osseexpected to be amortized
into earnings

Estimated Gain (Loss) t
be Reclassified for the Total Deferred

12 Months Ending Gains (Losses
Registrant March 31, 2011 Amortized Through
(in millions)
Southern Compan $(23) 2037
Alabama Powe 1 203t
Georgia Powe (12) 2031
Gulf Power (@)} 202(
Southern Powe (12) 201¢

Derivative Financial Statement Presentation and Amonts

At March 31, 2010, the fair value of energjated derivatives and interest rate derivatives ngflected in the balance sheets as
follows:

Asset Derivatives at March 31, 201
Fair Value
Derivative Category and Balance She Southern Alabama Georgia Gulf Mississippi Southern
Location Company Power Power Power Power Power

(in millions)

Derivatives designated as hedging
instruments in cash flow and fair value
hedges
Energy-related derivatives
Other current asset: $12 $— $— $— $— $—
Assets from risk management
activities — — — — — 12
Interest rate derivative
Other current asse
Other deferred charges and as:
Total derivatives designated a:
hedging instruments in cash flow and
fair value hedges $18 $— $— $1 $— $12

= o
|
|
=
|
|

Derivatives not designated as hedgin
instruments
Energy-related derivatives
Other current asset $ 4 $— $— $— $— $—
Assets from risk management
activities — — — — —

Total derivatives not designated a:
hedging instruments $4 $— $— $— $— $4

I

Total asset derivatives $22 $— $— $1 $— $16

*  Southern Company includ“Assets from risk management activi” in “Other current ass¢’ where applicable
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Liability Derivatives at March 31, 2010

Fair Value
Derivative Category and Balance She Southern Alabama Georgia Gulf Mississippi Southern
Location Company Power Power Power Power Power
(in millions)
Derivatives designated as hedgin
instruments for regulatory purposes
Energy-related derivatives
Liabilities from risk management
activities $164 $49 $71 $14 $30
Other deferred credits and liabilit 10¢€ 18 54 7 29
Total derivatives designated a:
hedging instruments for regulatory
purposes $272 $67 $12E $21 $59 N/A
Derivatives designated as hedgin
instruments in cash flow and fair value
hedges
Energy-related derivatives
Liabilities from risk management
activities $ 9 $— $ — $— $— $ 9
Other deferred charges and as: 1 — — — — 1
Interest rate derivative
Liabilities from risk management
activities 2 — 1 1 — —
Other deferred charges and as: 6 — — — — —
Total derivatives designated as
hedging instruments in cash flow and
fair value hedges $ 18 $— $ 1 $1 $— $ 10
Derivatives not designated as hedgin
instruments
Energy-related derivatives
Liabilities from risk management
activities $ 6 $— $ — $— $— $ 6
Total liability derivatives $29¢€ $67 $12€ $22 $59 $ 16
All derivative instruments are measured at faiuealSee Note (C) herein for additional informati
At March 31, 2010, the pre-tax effect of walized derivative gains (losses) arising from eperjated derivative instruments
designated as regulatory hedging instruments afedrdd on the balance sheet were as follc
Regulatory Hedge Unrealized Gain (Loss) Recognizath the Balance Shee
Derivative Category and Balance Sheet Southern Alabama Georgia Gulf Mississippi
Location Company Power Power Power Power
(in millions)
Energy-related derivatives
Other regulatory assets, curr $(164) $(49) $ (71) $(14) $(30)
Other regulatory assets, defer (10§ (18 (54) (7) (29)
Total energy-related derivative gains (losses $(272) $(67) $(125) $(21) $(59)
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For the three months ended March 31, 20H)pth-tax effect of interest rate derivatives deaigd as fair value hedging instruments
on Southern Compa’s statements of income were immatel

For the three months ended March 31, 2010Mendh 31, 2009, the pre-tax effect of energy-esladerivatives and interest rate
derivatives designated as cash flow hedging ingnimon the statements of income were as foll

Gain (Loss)
Recognized in OCI Gain (Loss) Reclassified from Accumulated OCI
Derivatives in Cash Flow on Derivative into Income (Effective Portion)
Hedging Relationships (Effective Portion) Statements of Income Locatio Amount
2010 2009 2010 2009
(in millions) (in millions)

Southern Company

Energy-related derivative $5 $1 Fuel $— $—

Interest rate derivative (©)] 1 Interest expens (9) (10)

Total $ 2 $2 $09) $(10)
Alabama Power

Interest rate derivative $— $(2) Interest expens $(2 $ (3
Georgia Power

Interest rate derivative $— $ 3 Interest expens $(5 $ (5
Gulf Power

Interest rate derivative $(2 $—  Interest expens $— $—
Southern Power

Energy-related derivative $4 $1 Fuel $— $—

Interest rate derivative — — Interest expens 3 2

Total $ 4 $1 $03 $ 2

There was no material ineffectiveness recordeainiags for any registrant for any period preser

For the three months ended March 31, 2010uendh 31, 2009, the pre-tax effect of energy-eladerivatives not designated as
hedging instruments on the statements of income agfollows

Derivatives not Designated

as Hedging Instruments Unrealized Gain (Loss) Recognized in Incom
Statements ollncome Location Amount
2010 2009
(in millions)
Southern Company
Energy-related derivative Wholesale revenue $1 $4
Fuel @ 4
Purchased powe (@] ()
Total $(1) $(1)
Southern Power
Energy-related derivative Wholesale revenue $1 $4
Fuel Q) 4
Purchased powe (D) (1)
Total $(1) $(1)
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()

Contingent Features

The registrants do not have any credit amaments that would require material changes in paysehedules or terminations as a
result of a credit rating downgrade. There areagederivatives that could require collateral, bat accelerated payment, in the event
of various credit rating changes of certain Soutl@ompany subsidiaries. At March 31, 2010, thevalue of derivative liabilities

with contingent features, by registrant, is asoioB:

Southern Alabama Georgia Gulf Mississippi Southern
Company Power Power Power Power Power
(in millions)
Derivative liabilities $55 $9 $34 $5 $6 $1

At March 31, 2010, the registrants had néatefal posted with their derivative counterpartlesvever, because of the joint and
several liability features underlying these deiixed, the maximum potential collateral requirememising from the credit-risk-related
contingent features, at a rating below E- and/or Baa3, is $55 million for each registr:

Currently, each of the registrants has inmesit grade credit ratings from the major ratingnages with respect to debt, preferred
securities, preferred stock, and/or preferencekst@enerally, collateral may be provided by a SeutiCompany guaranty, letter of
credit, or cash. For the traditional operating camips and Southern Power, included in these amau@tsertain agreements that cc
require collateral in the event that one or more/&dPool participants has a credit rating chandeetow investment grad

SEGMENT AND RELATED INFORMATION

Southern Companyreportable business segments are the sale tfigitgdn the Southeast by the four traditionakogting companie
and Southern Power. Revenues from sales by SouBtwerer to the traditional operating companies vi&@2 million and

$135 million for the three months ended March 3,®and March 31, 2009, respectively. The “All @ttmlumn includes parent
Southern Company, which does not allocate operatipgnses to business segments. Also, this cateégduges segments below the
guantitative threshold for separate disclosure s€lsgments include investments in telecommunitatienewable energy projects,
and leveraged lease projects. All other intersegmem@nues are not material. Financial data fommass segments and products and
services are as follow

Electric Utilities

Traditional
Operating Southern All
Companies Power Eliminations  Total Other Eliminations Consolidated
(in millions)
Three Months Ended March 31
2010:
Operating revenue $ 4,00¢ $ 25€ $(125) $4,13¢ $ 41 $ (20) $ 4,15
Segment net income (loss 481 15 — 49¢€ — (@D} 49t
Total assets at March 31, 20 $49,04" $3,08¢ $ (99 $52,03¢ $1,07: $(529) $52,58(
Three Months Ended March 31
2009:
Operating revenue $ 3,557 $ 232 $(150) $ 363 % 44 $ (17) $ 3,66¢€
Segment net income (loss 302 28 — 33C (205 1 12¢
Total assets at December 31,2 $48,40: $3,04: $(149) $51,30 $1,22¢ $(480) $52,04¢

*  After dividends on preferred and preference stdaubsidiaries

Products and Service:

Electric Utilities’ Revenues

Period Retail Wholesale Other Total
(in millions)

Three Months Ended March 31, 2C $3,45¢ $542 $13¢t $4,13¢

Three Months Ended March 31, 2C $3,06¢ $451 $12% $3,63¢
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

See the Notes to the Condensed Financigdi#aits herein for information regarding certairaleand administrative proceedings in
which the registrants are involve

Iltem 1A. Risk Factors.

See RISK FACTORS in Item 1A of the Form 10eK a discussion of the risk factors of the regists. There have been no material
changes to these risk factors from those previatdisiglosed in the Form -K.
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Item 6. Exhibits.

(4) Instruments Describing Rights of Security Holdes, Including Indentures

Georgia Power

(o)1 - Fortieth Supplemental Indenture to Senior Note e dated as of March 16, 2010, providing forifsaiance of the

Series 2010A Floating Rate Senior Notes due Ma¥;l2@13. (Designated in Form 8-K dated March 9,@®lle No. 1-
6468, as Exhibit 4.2

Gulf Power

()1 - Sixteenth Supplemental Indenture to Senior Notemhare dated as of April 13, 2010, providing fae thsuance of the
Series 2010A 4.75% Senior Notes due April 15, 2QR@signated in Form 8-K dated April 6, 2010, File. 0-2429, as
Exhibit 4.2.)

(10) Material Contracts
Georgia Power

(o)1 - Amendment No. 2, dated as of January 15, 201Get@&hgineering, Procurement and Construction Ages¢naated as of
April 8, 2008, between Georgia Power, for itselflas agent for Oglethorpe Power Corporation, MpaickElectric
Authority of Georgia, and Dalton Utilities, as owsgand a consortium consisting of WestinghouseStade & Webster,
as contractor, for Units 3 & 4 at the Vogtle Electéenerating Plant Site. (Georgia Power has regdesonfidential
treatment for certain portions of this documentspant to an application for confidential treatmsarit to the SEC. Geor¢
Power has omitted such portions from the filing &ifedi them separately with the SE(

(c)2 - Amendment No. 3, dated as of February 23, 201thdd=ngineering, Procurement and Construction Agese, dated as
April 8, 2008, between Georgia Power, for itselflas agent for Oglethorpe Power Corporation, MpaickElectric
Authority of Georgia, and Dalton Utilities, as owsgand a consortium consisting of WestinghouseStade & Webster,
as contractor, for Units 3 & 4 at the Vogtle Electéenerating Plant Site. (Georgia Power has regdesonfidential
treatment for certain portions of this documentspant to an application for confidential treatmsarit to the SEC. Georg
Power has omitted such portions from the filing &ifedi them separately with the SE(

(©)3 - Retention and Restricted Stock Unit Award Agreentstiveen Joseph A. (Buzz) Miller and Southern Narc

(24) Power of Attorney and Resolution:

Southern Company

(@)1 - Power of Attorney and resolution. (Designated i Form 10-K for the year ended December 31, 200ONe. 1-3526 as
Exhibit 24(a) and incorporated herein by referen

Alabama Power

(b)1 - Power of Attorney and resolution. (Designated i Form 10-K for the year ended December 31, 200ON®e. 1-3164 as
Exhibit 24(b) and incorporated herein by referen
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Georgia Power

(o)1 - Power of Attorney and resolution. (Designated i form 10-K for the year ended December 31, 20089 No. 1-6468 as
Exhibit 24(c) and incorporated herein by referen

Gulf Power

()1 - Power of Attorney and resolution. (Designated i fBorm 10-K for the year ended December 31, 2008 No. 0-2429 as

Exhibit 24(d) and incorporated herein by referen
Mississippi Power

(e)1 - Power of Attorney and resolution. (Designated i Form 10-K for the year ended December 31, 2009 Ne. 00111229
as Exhibit 24(e) and incorporated herein by refege)

Southern Power

H1 - Power of Attorney and resolution. (Designated i Form 10-K for the year ended December 31, 20089 Ne. 33398553
as Exhibit 24(f) and incorporated herein by refegey

(31) Section 302 Certifications

Southern Company

(@)1 - Certificate of Southern Compg’'s Chief Executive Officer required by Section 3@2he Sarbane-Oxley Act of 2002
(@)2 - Certificate of Southern Compg’'s Chief Financial Officer required by Section 302he Sarbane«Oxley Act of 2002
Alabama Power

(b)1 - Certificate of Alabama Pow’s Chief Executive Officer required by Section 3@2he Sarbane«Oxley Act of 2002
(b)2 - Certificate of Alabama Pow’s Chief Financial Officer required by Section 302he Sarbane-Oxley Act of 2002

Georgia Power

(o)1 - Certificate of Georgia Pow's Chief Executive Officer required by Section 302he Sarbane«Oxley Act of 2002
(©)2 - Certificate of Georgia Pow's Chief Financial Officer required by Section 302he SarbaneOxley Act of 2002
Gulf Power

()1 - Certificate of Gulf Powe's Chief Executive Officer required by Section 3@2he Sarbane«Oxley Act of 2002
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(d)2

- Certificate of Gulf Powe's Chief Financial Officer required by Section 3@2he Sarban¢«Oxley Act of 2002

Mississippi Power

(e)1

(€)2

- Certificate of Mississippi Pow’s Chief Executive Officer required by Section 3@2he Sarbane-Oxley Act of 2002

- Certificate of Mississippi Pow’s Chief Financial Officer required by Section 302he Sarban¢Oxley Act of 2002

Southern Power

M1
(f)2

- Certificate of Southern Pow's Chief Executive Officer required by Section 302he Sarbane-Oxley Act of 2002

- Certificate of Southern Pow's Chief Financial Officer required by Section 302he Sarbane-Oxley Act of 2002

(32) Section 906 Certification:

Southern Company

(@)

- Certificate of Southern Company’s Chief Executiific@r and Chief Financial Officer required by Seot906 of the
Sarbane-Oxley Act of 2002

Alabama Power

(b)

- Certificate of Alabama Power’s Chief Executive ©i and Chief Financial Officer required by Sect@®6 of the
Sarbane-Oxley Act of 2002

Georgia Power

(©

Gulf Power

(d)

- Certificate of Georgia Power’s Chief Executive ©i and Chief Financial Officer required by Sect®6 of the Sarbanes-
Oxley Act of 2002

- Certificate of Gulf Power’s Chief Executive Officend Chief Financial Officer required by Sectior @0 the Sarbanes-
Oxley Act of 2002

Mississippi Power

(€)

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

) - Certificate of Southern Power’s Chief Executivei€@df and Chief Financial Officer required by Sect®06 of the
Sarbane-Oxley Act of 2002

(101) XBRL - Related Documents

Southern Company

INS XBRL Instance Documer

SCH XBRL Taxonomy Extension Schema Docum
CAL XBRL Taxonomy Calculation Linkbase Docume
LAB XBRL Taxonomy Label Linkbase Docume

PRE XBRL Taxonomy Presentation Linkbase Docum
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THE SOUTHERN COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the

undersigned thereunto duly authorized. The sigeatfithe undersigned company shall be deemeddterehly to matters having reference
such company and any subsidiaries thereof.

THE SOUTHERN COMPANY

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

By W. Paul Bower:
Executive Vice President and Chief Financial Offi
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn~in-fact)

Date: May 7, 201
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ALABAMA POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized. The sigeatfithe undersigned company shall be deemeddterehly to matters having reference
such company and any subsidiaries thereof.

ALABAMA POWER COMPANY

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

By Art P. Beattie
Executive Vice President, Chief Financial Officamd Treasure
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 7, 201
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GEORGIA POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized. The sigeatfithe undersigned company shall be deemeddterehly to matters having reference
such company and any subsidiaries thereof.

GEORGIA POWER COMPANY

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

By Ronnie R. Labrat
Executive Vice President, Chief Financial Officamd Treasure
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 7, 201
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GULF POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized. The sigeatfithe undersigned company shall be deemeddterehly to matters having reference
such company and any subsidiaries thereof.

GULF POWER COMPANY

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

By Philip C. Raymont
Vice President and Chief Financial Officer
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn~in-fact)

Date: May 7, 201
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MISSISSIPPI POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized. The sigeatfithe undersigned company shall be deemeddterehly to matters having reference
such company and any subsidiaries thereof.

MISSISSIPPI POWER COMPAN'

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

By Frances Turnag:
Vice President, Treasurer, and Chief Financial Hfi
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 7, 201
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SOUTHERN POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized. The sigeatfithe undersigned company shall be deemeddterehly to matters having reference
such company and any subsidiaries thereof.

SOUTHERN POWER COMPAN?

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

By Michael W. Souther
Senior Vice President, Treasurer, and Chief Finah€ifficer
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn~in-fact)

Date: May 7, 201
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Exhibit 10(c)1

Georgia Power Company has requested confidential éatment for certain portions of this document pursant to
an application for confidential treatment sent to he Securities and Exchange Commission. Georgia Pawe
Company has omitted such portions from this filingand filed them separately with the Securities and ¥change
Commission. Such omissions are designated as "[***|

AMENDMENT NO. 2
TO

ENGINEERING, PROCUREMENT AND CONSTRUCTION
AGREEMENT

BETWEEN

GEORGIA POWER COMPANY, FOR ITSELF AND AS AGENT
FOR OGLETHORPE POWER CORPORATION (AN ELECTRIC
MEMBERSHIP CORPORATION), MUNICIPAL ELECTRIC
AUTHORITY OF GEORGIA AND THE CITY OF DALTON,
GEORGIA, ACTING BY AND THROUGH ITS BOARD OF WATER,
LIGHT AND SINKING FUND COMMISSIONERS, AS OWNERS

AND

A CONSORTIUM CONSISTING OF WESTINGHOUSE ELECTRIC
COMPANY LLC AND STONE & WEBSTER, INC., AS
CONTRACTOR

FOR
UNITS 3 & 4 AT THE VOGTLE ELECTRIC GENERATING PLANT
SITE

IN WAYNESBORO, GEORGIA
DATED AS OF APRIL 8, 2008

1




AMENDMENT NO. 2 TO
ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT

This AMENDMENT NO. 2 TO THE ENGINEERING, PROCUREMHENAND CONSTRUCTION AGREEMENT, dated April 8, 2008
amended (the "Agreement”) by and between GEORGIXE® COMPANY, a Georgia corporation ("GPC"), actfiogitself and as agent
for OGLETHORPE POWER CORPORATION (AN ELECTRIC MEMBBEHIP CORPORATION), an electric membership corponat
formed under the laws of the State of Georgia, MOIRIAL ELECTRIC AUTHORITY OF GEORGIA, a public bodyorporate and politic
and an instrumentality of the State of Georgia, BH& CITY OF DALTON, GEORGIA, an incorporated muipiality in the State of Georgia
acting by and through its Board of Water, Light &idking Fund Commissioners (hereinafter referceddilectively as “Owners”) , and a
consortium consisting of WESTINGHOUSE ELECTRIC COMYPY LLC, a Delaware limited liability company hayra place of business
Monroeville, Pennsylvania ("Westinghouse"), and SIED& WEBSTER, INC. a Louisiana corporation havinglace of business in
Charlotte, North Carolina ("Stone & Webster") (hinadter referred to collectively as "Contractoii¥) entered into as of the 15th day of
January 2010.

RECITALS
WHEREAS, Owners and Contractor entered into theeAgrent to provide for, among other things, the giesengineerin
procurement, installation, construction and techinBupport of startyp and testing of equipment, materials and strestwomprising tr

Facility;

WHEREAS, the original Scope of Work of the Agreemgrovided for only one full scope simulator systtmVogtle Units 3 and
and

WHEREAS, the Parties now desire to amend the Sobpéork such that Contractor will provide LISVs, as defined herein, &
two full scope reference plant simulator systems.

NOW, THEREFORE, in consideration of the recital® mutual promises herein and other good and viduainsideration, tt
receipt and sufficiency of which the Parties acklzalge, the Parties, intending to be legally bowtipulate and agree as follows:

1. Revise Article 1, “Definitions” to adahe following new definition:
“LSS-ISVs” means two (2) limited scope simulators with hunetdrs engineering with phase IV integrated systalidation to b

delivered by Contractor approximately [***] in ord® support the training of operators consisteiti the scheduled commercial
operation dates for Vogtle Units 3 and 4.”




2. Revise Article 6, “Contract Price,” inits entirety, as follows:

“6.1 Contract Price. The Contract Prioaegists [***].
3. Revise Article 11, "Testing," as follows:
3.1 Section 11.4, “Start-up Tests Objdees and Protocol,”shall be revised by adding the following new subsgan (v) to

the end of Section 11.4(c):

“(v) For the avoidance of doubt, a delayptart-up Tests that results from the unavailghif trained operators due to the
unavailability of one functioning limited scope sitator [***], a second functioning limited scopeawilator [***], and a first functioning full
scope reference plant simulator [***] and a sec@ntttioning full scope reference plant simulatar]* shall not constitute a delay caused
Owners or its Personnel (for any purposes undsrAgreement), except to the extent that the avéitiabf the simulators was delayed by
unreasonable acts or omissions of Owners or itsoReel during the installation of such simulatorghie simulator building.”

3.2. Section 11.5(d), “Readiness for Perfnance Tests,” shall be revised by adding the falving new subsection (v) to
the end of Section 11.5(d):

“(v) For the avoidance of doubt, a delayerformance Tests that results from the unaiitha of trained operators due to the
unavailability of one functioning limited scope sitator [***], a second functioning limited scopamilator [***], and a first functioning full
scope reference plant simulator [***] and a sec@ntttioning full scope reference plant simulatar]* shall not constitute a delay caused
Owners or its Personnel (for any purposes undsrAgreement), except to the extent that the avéitiabf the simulators was delayed by
unreasonable acts or omissions of Owners or itsdReel during the installation of such simulatorshie simulator building.”

4, Revise Article 13, Delay and Performance Guarantees; Bonus” to add a new paragraph to the end of Section 13.Délay
Liguidated Damages), as follows:

a. “Delay Liquidated Damages stated ioti®a 13.1 shall not be payable to the extent thraiGuaranteed Substantial
Completion Date for a Unit is not met solely agsult of [***].

5. Revise Article 14, "Warranty," as follows:
Section 14.3(a) shall be revised by adding the folking new subsection (iv):
“(iv) The LSS-ISVs shall be Equipmentg#d into service prior to Substantial Completionspant to Section 14.3(a)

(iii) above; provided, however, that the first bétLSS-ISVs shall be deemed to be placed intosiom [***], and the
second of the LSS-ISVs shall be deemed to be platedervice [***]; and provided further that tleguipment




Warranty and, with respect to LSS-ISVs Softwane, $oftware Warranty Period (as defined in Exhibit shall expire
[***]. Furthermore, each full scope reference glaimulator Equipment Warranty will extend untifff.

6. Revise Article 19, "Confidential & Proprietary Info rmation, " as follows:
All references to "simulator" are hereby pluralized
7. Revise Article 21, "Title/Risk of Los$ as follows:
All references to "simulator" are hereby pluralized
8. Revise EXHIBIT A-TABLE 1, SCOPE OF WORK/SUPPLY AND DIVISION OF RESPONSIBILITIES, as follows:
8.1 Add a new line item to the [***] se@bn of the table, as follows:
[***] I [-k**] I [-k**] I [***] | [***] | [***] | [***] | [***]
8.2 Revise the [***] line item in the [**] section of the table to read as follows:
[***] I [-k**] I [-k**] I [***] | [***] | [***] | [***] | [***]
8.3 Revise Note 22 (on page 17) to reaxifallows:
[***]
8.4 Add the following new note to the [* section of the table:

[***]

| [***] |[***]




8.5 Add the following new note to the [* section of the table:

| [-k**] | [-k**] | [-k**]

9. Revise EXHIBIT F - PAYMENT SCHEDULES, Section F.2,[***] Price Payments , Table F.2.1, [***] Milestone Base
Payments, as follows:
9.1 Revise Table F.2.1 to add the follawg [***]:
|[***] |[***] |[***] |[***] |[***] |[***]
9.2 Revise Table F.2.1 to amend (as shown in bold) tfi@lowing existing [***] to read as follows:
|[***] |[***] |[***] |[***] |[***] |[***]
9.3 Revise Unit 3 and Unit 4 totals fordble F.2.1 to read as follows: [***]
10. Revise EXHIBIT F - PAYMENT SCHEDULES, Section F.2,[***]Price Payments , Table F.2.3, [***] Milestone Payments, a:
follows:
10.1 Revise Table F.2.3 to add the following new [***]:
|[***] |[***] |[***] |[***] |[***] |[***] |[***]
10.2 Revise Table F.2.3 to amend (as shown in bold) tf@lowing existing [***] to read as follows:
|[***] |[***] |[***] |[***] |[***] |[***] |[***]
10.3 Revise Unit 4 total for Table F.21® read as follows: [***].

11. Exhibit F, Tables F.2.1 and F.2.3 are hereby angbgaleleting such Tables in their entirety ancebiting in lieu thereof new Tabli
F.2.1 and F.2.3 that reflect the revisions noteskictions 9 through 10, above, and are attachtistédsmendment as Attachments A
and B, respectively

12. Revise EXHIBIT H , Attachment 1 — [***], under the [***] section, to r ead as follows:
[***]

13. Revise Exhibit M, "Software License," as follows:




14.

15.

151

15.2

15.3

15.4

155

All references to "simulator" are hereby pluralized

Revise Exhibit O, "Proprietary Data Agreement," asfollows:

All references to "simulator" are hereby pluralized

Miscellaneous.
Capitalized terms used herein and not defined héra@ve the meaning assigned in the Agreen
This Amendment shall be construed in conaratiith and as part of the Agreement, and all teguaeditions, and covenants contained
in the Agreement, except as herein modified, db@khnd shall remain in full force and effect. Paaties hereto agree that they are
bound by the terms, conditions and covenants oAtireement as amended here

This Amendment may be executed simultanednglyo or more counterparts, each of which shaltlbemed an original but both of
which together shall constitute one and the sarsteument

The validity, interpretation, and performanf¢his Amendment and each of its provisions sbaljoverned by the laws of the State of
Georgia.

Except as expressly provided for in this Admeant, a Il other Articles, Sections and Exhibitswad to the Agreement remain
unchanged




IN WITNESS WHEREOF, the Parties have duly exectitéslAmendment as of the date first above written.

STONE & WEBSTER, INC .

By: /s/ Alan K. Beckman
Name: Alan K. Beckma
Title: Authorized Representative

Attest: /s/Jason Dunaway
Its: Prime Contract Manager
(CORPORATE SEAL)

WESTINGHOUSE ELECTRIC COMPANY LLC

By: /s/Ricardo Perez
Name: Ricardo Pere
Title: Senior Vice President, Nuclear Power Plants

Attest: /s/Linda Ackerman
Its: Assistant General Counsel
(CORPORATE SEAL)

GEORGIA POWER COMPANY, as an Owner
and as agent for the other Owners

By: /s/ Joseph A. Miller
Name: Joseph A. Mille
Title: Executive Vice President

Attest: /s/ Daniel Lowery
Its: Corporate Secretary
(CORPORATE SEAL)




Attachment A to Amendment No. 2 to EPC Agreemenr{i¥8, 2008)

F.2.1 [***] Milestone Base Payments

[***] 1)

(1) 14 page schedule.




Attachment B to Amendment No. 2 to EPC Agreemeptril/8, 2008)

F.2.3 [***] Milestone Payments

[***] 1)

(1) 37 page schedule.



Exhibit 10(c)2

Georgia Power Company has requested confidential éatment for certain portions of this document pursant to
an application for confidential treatment sent to he Securities and Exchange Commission. Georgia Pawe
Company has omitted such portions from this filingand filed them separately with the Securities and ¥change
Commission. Such omissions are designated as “[**¥]

AMENDMENT NO. 3
TO

ENGINEERING, PROCUREMENT AND CONSTRUCTION
AGREEMENT

BETWEEN

GEORGIA POWER COMPANY, FOR ITSELF AND AS AGENT
FOR OGLETHORPE POWER CORPORATION (AN ELECTRIC
MEMBERSHIP CORPORATION), MUNICIPAL ELECTRIC
AUTHORITY OF GEORGIA AND THE CITY OF DALTON,
GEORGIA, ACTING BY AND THROUGH ITS BOARD OF WATER,
LIGHT AND SINKING FUND COMMISSIONERS, AS OWNERS

AND

A CONSORTIUM CONSISTING OF WESTINGHOUSE ELECTRIC
COMPANY LLC AND STONE & WEBSTER, INC., AS
CONTRACTOR

FOR
UNITS 3 & 4 AT THE VOGTLE ELECTRIC GENERATING PLANT
SITE

IN WAYNESBORO, GEORGIA
DATED AS OF APRIL 8, 2008
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AMENDMENT NO. 3 TO
ENGINEERING, PROCUREMENT AND CONSTRUCTION AGREEMENT

This AMENDMENT NO. 3 (the "Amendment") TO THE ENGEBERING, PROCUREMENT AND CONSTRUCTION AGREEMENT,
dated April 8, 2008, as amended (the "Agreement'arid between GEORGIA POWER COMPANY, a Georgia emapon ("GPC"), acting
for itself and as agent for OGLETHORPE POWER CORRODI®N (AN ELECTRIC MEMBERSHIP CORPORATION), an ekeic
membership corporation formed under the laws ofState of Georgia, MUNICIPAL ELECTRIC AUTHORITY OGEORGIA, a public
body corporate and politic and an instrumentalftthe State of Georgia, and THE CITY OF DALTON, GEGIA, an incorporated
municipality in the State of Georgia acting by ahabugh its Board of Water, Light and Sinking Fubdmmissioners (hereinafter referred to
collectively as “Owners”) , and a consortium cotisgg of WESTINGHOUSE ELECTRIC COMPANY LLC, a Delavelimited liability
company having a place of business in MonroeviEnnsylvania ("Westinghouse"), and STONE & WEBSTHEK. a Louisiana corporatic
having a place of business in Charlotte, North raaq"Stone & Webster") (hereinafter referred alectively as "Contractor"), is entered
into as of the 22nd day of February 2010.

RECITALS

WHEREAS, Owners and Contractor entered into theeBgrent, as of April 8, 2008, to provide for, amatiger things, the desic
engineering, procurement, installation, constructamd technical support of stamp- and testing of equipment, materials and strec
comprising the Facility;

WHEREAS, the original Agreement incorporated th&][Contract Price;

WHEREAS, in order to resolve a dispute with respedt**], the Parties now desire to amend the Agmeentto remove and repla

[***] ,

WHEREAS, the Parties further desire toallscate among the Consortium Members the existililgstone Payments for certi
structural modules, as described herein; and

WHEREAS, the Parties agree that, with the excepbibthe changes expressly stated herein, this Amentl will not change tt
terms and conditions of the Agreement;

NOW, THEREFORE, in consideration of the recital® mutual promises herein and other good and viduainsideration, tt
receipt and sufficiency of which the Parties acklzalge, the Parties, intending to be legally bowtipulate and agree as follows:

1. Contractor hereby agrees and represents thet Amendment shall not cause, directly or indisge@ny delay in the Project Sched

[***] .

2. This Amendment shall not be effective until the @ga Public Service Commission (GPSC) has takerraqyisite action to appro
this Amendmentand such action is final and not subject to furjbdicial review or appeal. The Owners shall pdavprompt
written notice to Contractor of such final actioNotwithstanding the foregoing, the GPSC approeatgins to those provisions of
this Amendment No. 3 that amend the Agreento remove and replace [***

2




3. Article 1 — Definitions. The definitions of [***] are hereby deleted ineir entirety.

4, Section 7.2-[***] . This section is hereby deleted in its entiratyd will be replaced with the word “Reservedthin both the bod
of the Agreement and the table of contents of theeAment

5. Section 19.— Procedures for Disclosure to Related Party Recip. The reference t*Section 7.” is hereby deleted in its entire

6. Exhibit F— Payment Schedule. Section F.2"[***] Price Payment” is hereby amended as follov

a. Tables F.2.1, F.2.2 and F.2.3 are hereby amendgt¥}oas shown in Attachments A, B and C her.
b. TablesF.2.1and F.2.3 are hereby amended to [***], as showAtlachments A and C here.
c. For the avoidance of doubt, Tables F.2.1, F.2.2 R2d3 are hereby deleted in their entirety andacga with the ne

Tables F.2.1, F.2.2 and F.2.3, which reflect thasiens noted in this Section 6, subsections (a) @), above, and ¢
attached hereto Attachments A, B and |, respectively

7. Exhibit J— Price Adjustment Provisions Exhibit J of this Agreement is hereby deletedsrentirety and replaced with the new
Exhibit J, which reflects the revisions noted abawd is attached hereto Attachment C.
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8. Miscellaneous

8.1

8.2

8.3

8.4

8.5

Capitalized terms used herein and not defined hér@ve the meanings assigned in the Agreer

This Amendment shall be construed in cotimeavith and as part of the Agreement, and athtgrconditions, and covenants
contained in the Agreement, except as herein nmemtjihall be and shall remain in full force aneefff The Parties hereto
agree that they are bound by the terms, condifioscovenants of the Agreement as amended he

This Amendment may be executed simultadgauswo or more counterparts, each of which shalldeemed an original but
both of which together shall constitute one andsdui®e instrumen

The validity, interpretation, and performance a§ thmendment and each of its provisions shall beegred by the laws of tt
State of Georgic

Except as expressly provided for in thiselwtiment, a Il other Articles, Sections and Exhibftand to the Agreement remain
unchanged

IN WITNESS WHEREOF, the Parties have duly exectitéslAmendment as of the date first above written.

WESTINGHOUSE ELECTRIC COMPANY LLC

By:/s/Aris Candris
Name: Aris Candri:
Title: President and Chief Executive Officer

Attest: /s/ Lisa Campagna
Its: Assistant General Counsel
(CORPORATE SEAL)

STONE & WEBSTER, INC .

By: /s/Alan Beckman
Name: Alan Beckma
Title: VEGP 3&4 Project Director

Attest: /s/Jason Dunaway
Its: Prime Contract Manager
(CORPORATE SEAL)




GEORGIA POWER COMPANY, as an Owner
and as agent for the other Owners

By: /s/ Joseph A. Miller
Name: Joseph A. Mille
Title: Executive Vice President

Attest: /s/ Daniel Lowery
Its: Corporate Secretary
(CORPORATE SEAL)




Attachment A to Amendment No. 3 to EPC Agreememr{i¥8, 2008)

F.2.1 [***] Milestone Base Payments

[+¥] @)

(1) 10 page schedule.




Attachment B to Amendment No. 3 to EPC Agreememtril/8, 2008)
F.2.2 [***] Payments

[+¥] @)

(1) 2 page schedule.




Attachment C to Amendment No. 3 to EPC Agreemepti{/8, 2008)

F.2.3 [***] Milestone Payments

[+¥] @)

(1) 36 page schedule.




Attachment D to Amendment No. 3 to EPC Agreememiri{/8, 2008)

Exhibit J
Price Adjustment Provisions

[+¥] )

(1) 15 page schedule.



Exhibit 10(c)3
RETENTION AND RESTRICTED STOCK UNIT AWARD AGREEMENT
THIS RETENTION AND RESTRICTED STOCK UNIT AWARD AGRE EMENT (the "Agreement"), made and entered int
and betweeiSOUTHERN NUCLEAR OPERATING COMPANY, INC. (the "Company") andOSEPH A. MILLER ("Employee"), sha
be effective as of December 1, 2009 (the "Effechate").

WITNESSETH:

WHEREAS, the Company wishes to encourage Emplayeeritinue employment with the Company for a thyegr term and to
provide Employee with a retention award for senhieewill provide to the Company; and

WHEREAS, this Agreement should be treated as anrdweade by the Compensation and Management SusngSsimmittee of tt
Southern Company Board of Directors under the Ssat&ompany 2006 Omnibus Incentive Compensation @e "Omnibus Plan").

NOW, THEREFORE, in consideration of the premisaesl, the agreement of the parties set forth in tigseA@ment, and other good
and valuable consideration, the receipt and sefficy of which are hereby acknowledged, the paniesby agree as follows:

1. Retention Payment Amount Employee shall become vested in the following amhiqorovided Employee
actively employed with the Company or an affiliafehe Company on the designated Vesting Dateostt below:

Amount Vesting Date

13,136 Restricted Stock Units 12/31/2012
The award under this Paragraph 1 shall be trestexhaward of Restricted Stock Units under the desfithe Omnibus Plan, and theref
governed by the terms of that Plan. The numbemds is based on the Employsdiase salary plus target Performance Pay Prograanc
value under the Omnibus Plan at the Fair Market®an the Effective Date The deemed dividends &ssacwith the Restricted Stock Ur
shall be credited and treated as reinvested irtiaddl Restricted Stock Units until the award igdpa accordance with Paragraph 2.

2. Timing and Form of Payment of RetemtAmount.

(@) Generally Unless modified by the provisions set forth ard&yraphs 2(b)-2(fthe vested amount shall be paid in shar
Common Stock to Employee in a lump sum within 3@sdallowing the Vesting Date (the "Scheduled Pagtigate™).

(b) Death If Employee dies while in active service priorthe Vesting Date,




notwithstanding anything to the contrary in thisrégment, Employee shall be treated as fully veistéige retention award set forth in
Paragraph 1. The amount vested under this Patag(ap shall be paid on the earlier of (i) the QttHed Payment Date, or (ii) within 30 dz¢
following the Employee's date of death. Employeaisiesignate his beneficiary(ies) in the benaficidesignation form set forth in Exhibi
to this Agreement.

(c) Disability If Employee separates from service on accoubeobming totally disabled as defined under the gamyg's
long term disability plan prior to the Vesting Dat@twithstanding anything to the contrary in tAgreement, Employee shall be treated as
fully vested in the retention award set forth imdgmaph 1. The amount vested under this Parag@@ptshall be paid on the earlier of (i) the
Scheduled Payment Date or (ii) within 30 days fellgy the date Employee separates from service coust of disability.

(d) Involuntary Terminationlf Employee separates from service on accouttedrig involuntarily terminated for reas
other than Cause prior to the Vesting Date, nostéhding anything to the contrary in this Agreemé&mrhployee shall be treated as fi
vested in the retention award set forth in Pardgrhp The amount vested under this Paragraph 2@l) be paid on the earlier of (i) i
Scheduled Payment Date or (ii) within 30 days felly the date the Employee separates from service.

(e) Voluntary Termination or Terminatifor Cause If Employee voluntarily terminates employmenibpto the Vesting Da

or is terminated for cause solely as determinethbyCompany prior to the Scheduled Payment Datgl&mae forfeits all amounts unc

this Agreement and all amounts which could havenlged under this Agreement. For purposes ofAlgiseement, "Cause" or "Terminati
for Cause" shall include the following conditions:

D) Failure to Discharge [2gti Employee willfully neglects or refuses to disaye his duties hereunder
refuses to comply with any lawful or reasonabléringions given to his by the Company without ressie excuse

(2) BreachEmployee commits any material breach or repeatontinues (after written warning) any breachis
obligations hereunde

(3) Gross MiscontucThe Employee is guilty of gross misconduct. FHoe purposes of this Agreement,
following acts shall constitute gross misconducsalgly determined by the Compai

0] Any act involving fraud or dishastg or breach of appropriate regulations of computed@thorities in relatio
to trading or dealing with stocks, securities, stweents and the like

(i) The carrying out of any adtyvor the making of any statement which would pdége and/or reduce the good
name and standing of the Company, Southern Compiaagy of its affiliates or would bring any onetbése into contempt,
ridicule or would reasonably shock or offend angnoaounity in which these companies are loca
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(i)  Attendance at a Company wotsh a state of intoxication or otherwise beingrfd in possession on
Company or any of its affiliates' property of anmplpbited drug or substance, possession of whichldvamount to a criminal
offense;

(iv)  Assault or other act of violence agaiasy employee of the Company or other person dufie course
his employment; o

(v)  Conviction of any felony or misdemeanorolving moral turpitude

® Transfer of Employment to a South@wmpany Subsidiary or Affiliate In the event that Employee's employment b
Company is terminated and Employee shall becomeeiietely reemployed by a subsidiary or an affiliate of South€ompany, tt
Company may assign this Agreement to such subgidiaaffiliate if agreed to by such entity, and Bassignee shall become the "Comp
for all purposes hereunder. If such subsidiargftitiate does not agree to accept such assignfieergurposes of this Section 2, Emplo
shall be treated as if he remained employed byHgontNuclear Operating Company, Inc. for any peobdime he was employed by
affiliate of the Company.

(9) Delaying PaymentNotwithstanding the foregoing, if Employee isspécified employeeivithin the meaning of Secti
409A of the Internal Revenue Code of 1986, as aembrithe “Code”)as of the date of his separation from service, theyment of ar
amounts under the Agreement shall be deferredxd6$ months after the date of his separation femrvice to the extent required by Sec
409A of the Code.

3. Amendment and/or Termination of tiligreement. This Agreement terminates when all amounts hasenbpaid ¢
forfeited pursuant to Paragraph 2. Notwithstandhwmgy preceding sentence, the Employee and the Gompay mutually agree to amenc
terminate this Agreement prior to the end of threghyear term only by written agreement signeddoheparty.

4. Confidentiality Employee represents and agrees that he will k#ielerms and provisions of this Agreement comy
confidential, except for possible disclosures ® legal and financial advisors and his spouse dngcextent required by law, and Emplc
further agrees that he will not disclose the terprsyisions or information contained in or conceghthis Agreement to anyone other t
those persons named above, including, but notdinib, any past, present or prospective employespplicant for employment with t
Company or any affiliate of the Company. This Agrent is not intended in any way to proscribe Enpgudés right and ability to provi
information to any federal, state or local governiria the lawful exercise of such governments' goreental functions.

5. Assignability Neither Employee, his estate, his benefician@shis legal




representatives shall have any rights to commetg,assign, transfer or otherwise convey tiight to receive any payments hereunder, w
payments and the rights thereto are expressly @etta be nonassignable and nontransferable. &eynat to assign or transfer the rigk
payments under this Agreement shall be void ané naveffect.

6. Unsecured General Creditofhe Company shall neither reserve nor specijicsdt aside funds for the payment o
obligations under this Agreement, and such obligetishall be paid solely from the general asseth@fCompany. Notwithstanding t
Employee may be entitled to receive payments utideterms and conditions of this Agreement, thetassom which such amounts may
paid shall at all times be subject to the claimthefCompany's creditors.

7. No Effect on Other Arrangementtf is expressly understood and agreed that aynpnts made in accordance with
Agreement are in addition to any other benefitsmnpensation to which Employee may be entitledbomfich he may be eligible, whet
funded or unfunded, by reason of his employmertt thie Company.

8. Tax Withholding and ImplicationsTo the extent permitted under Section 409A ofGloele, there shall be deducted f
the vested retention amount the number of shar€oofmon Stock necessary to cover the amount otanyequired by any governmer
authority to be withheld from the Employee and paier by the Company to such governmental authdotythe account of tl
Employee. The Company makes no representatiogsanantees regarding the tax implications of thige&ment and advises Employe
consult with his attorney and/or tax advisor regagdhe tax implications of this Agreement. In dieh, Employee agrees to hold harm
the Company with respect to any tax liability foryeand all federal, state or local taxes or assestsninterest or penalties of any kind ari
from this Agreement.

9. Compensat anAny compensation paid to Employee pursuant lmA}greement shall not be considered "compensats
the term is defined in The Southern Company Emmdgavings Plan, or "earnings" as such term is ddfin The Southern Company Pen
Plan. Payments to Employee shall not be consideegpts, salaries or compensation under any othep@oysponsored employee benefi
compensation plan or program, unless the explaihs of such plan or program provides otherwise.

10. No Guarantee of EmploymeniNo provision of this Agreement shall be condtrte affect in any manner the exist
rights of the Company to suspend, terminate, atemodify, whether or not for cause, the Emplogeemployment relationship with 1
Company.

11. Governing Law This Agreement, and all rights under it, shallgoverned by and construed in accordance withatie
of the State of Alabama, without giving effect tingiples of conflicts of laws.

12. 409A The parties agree that the terms and provisibttaAgreement will be
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construed and interpreted to the maximum extermitterd in order to comply with Section 409A of tBede, and the regulations promulg;
thereunder. Neither the Employee nor the Compaay atcelerate any deferred payment under this Aggag except in compliance w
Section 409A of the Code.

IN WITNESS WHEREOF, this Agreement has been exechyethe parties first listed above, this 29th dayanuary 2010.
“COMPANY”
SOUTHERN NUCLEAR OPERATING COMPANY, INC.

By: /s/James H. Miller llI
Its: President and CEO

‘EMPLOYEE "~

/s13. A. il
JOSEPH A. MILLER




RETENTION AND RESTRICTED STOCK UNIT AWARD AGREEMENT

EXHIBIT 1

BENEFICIARY DESIGNATION

Beneficiary
Name Relationshig Percentag
Name Relationshig Percentag

In the event that all or some beneficiaries des@phabove are not living at the time payment
should be made, | designate the following contindpemeficiaries to be paid such amounts:

Contingent Beneficiary

Name Relationshig Percentag

Name Relationshig Percentag

Any amounts not paid to the contingent beneficiag)(shall be paid to the Employee's estate.



Exhibit 31(a):
THE SOUTHERN COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, David M. Ratcliffe, certify that:

1. | have reviewed this quarterly report on Forn-Q of The Southern Compar

2. Based on my knowledge, this report does notatommny untrue statement of a material fact ortanstate 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 peri
covered by this repor

3. Based on my knowledge, the financial statememtd 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, amdtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under 1
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

(c) Evaluated the effectiveness of the regisatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

(d) Disclosed in this report any change in @gistrant’s internal control over financial repogithat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of a quarterly report) bzt materially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; @

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materialakmesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdhxes management or other employees who have Hiség role in the registrarg’internal
control over financial reporting

Date: May 7, 2010
/s/David M. Ratcliffe

David M. Ratcliffe
Chairman, President and Chief Executive Officer



Exhibit 31(a):
THE SOUTHERN COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, W. Paul Bowers, certify that:

1.

| have reviewed this quarterly report on Forn-Q of The Southern Compar

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

Based on my knowledge, the financial statemeamd 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, amdtfe periods presented in this rep

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

(b) Designed such internal control over finahoéporting, or caused such internal control ovearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

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

(d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of a quarterly repitwd} has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materialakmesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatohwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: May 7, 2010

/s/W. Paul Bowers
W. Paul Bowers
Executive Vice President and Chief Financial Office



Exhibit 31(b):
ALABAMA POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Charles D. McCrary, certify that:

1. | have reviewed this quarterly report on Forn-Q of Alabama Power Compan

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

3. Based on my knowledge, the financial statememtd 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, amdtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahetporting to be designed under
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

(c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

(d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of a quarterly report) bzt materially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; a

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materialakmesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdhxes management or other employees who have Hiség role in the registrarg’internal
control over financial reporting

Date: May 7, 2010

/s/Charles D. McCrary
Charles D. McCrary
President and Chief Executive Officer



Exhibit 31(b):
ALABAMA POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Art P. Beattie, certify that:

1.

| have reviewed this quarterly report on Forn-Q of Alabama Power Compan

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtatisg with respect to the peri
covered by this repor

Based on my knowledge, the financial statemeamd 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, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrifie period in which this report is being prepared

(b) Designed such internal control over finahoéporting, or caused such internal control ovearicial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

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

(d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of a quarterly repitwd} has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and materialak@esses in the design or operation of internairebaver financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatohwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: May 7, 2010

/s/Art P. Beattie
Art P. Beattie
Executive Vice President, Chief Financial Officadal reasurer



Exhibit 31(c):
GEORGIA POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Michael D. Garrett, certify that:

1. | have reviewed this quarterly report on Forn-Q of Georgia Power Compar

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortdémstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nleadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statemeamd 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, amdtfe periods presented in this rep

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15«15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to us
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahetporting to be designed under
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeadepted accounting principles;

(c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis 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 #gistrant’s internal control over financial repogdithat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of a quarterly report) tizet materially affected, or is reasonably
likely to materially affect, the registré' s internal control over financial reporting; a

5. The registrant’s other certifying officer anlldve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and materialak@esses in the design or operation of internairebaver financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdhxes management or other employees who have Hiség role in the registrarg’internal
control over financial reporting

Date: May 7, 2010
/s/Michael D. Garrett

Michael D. Garrett
President and Chief Executive Officer



Exhibit 31(c):
GEORGIA POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Ronnie R. Labrato, certify that:

1. | have reviewed this quarterly report on Forn-Q of Georgia Power Compan

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

3. Based on my knowledge, the financial statememtd 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, amdtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(@)

(b)

(©

(d)

Designed such disclosure controls and proesgor caused such disclosure controls and proesdorbe designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed under 1
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of a quarterly report) bzt materially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; a

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@)

(b)

Date:

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

Any fraud, whether or not material, that inked management or other employees who have aisattifole in the registrarg’internal
control over financial reporting

May 7, 2010
/s/IRonnie R. Labrato

Ronnie R. Labrato
Executive Vice President, Chief Financial Officadal reasurer



Exhibit 31(d):
GULF POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Susan N. Story, certify that:

1. | have reviewed this quarterly report on Forn-Q of Gulf Power Company

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

3. Based on my knowledge, the financial statememtd 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, amdtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finahetporting to be designed under
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

(c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

(d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; a

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materialakmesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatdhxes management or other employees who have Hiség role in the registrarg’internal
control over financial reporting

Date: May 7, 2010
/s/Susan N. Story

Susan N. Story
President and Chief Executive Officer



Exhibit 31(d):
GULF POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

[, Philip C. Raymond, certify that:

1. | have reviewed this quarterly report on Forn-Q of Gulf Power Company

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

3. Based on my knowledge, the financial statememtd 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, amdtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(@)

(b)

(©

(d)

Designed such disclosure controls and proesgor caused such disclosure controls and proesdorbe designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed under 1
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; a

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@)

(b)

Date:

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

Any fraud, whether or not material, that inked management or other employees who have aisattifole in the registrarg’internal
control over financial reporting

May 7, 2010
/s/Philip C. Raymond

Philip C. Raymond
Vice President and Chief Financial Officer



Exhibit 31(e):
MISSISSIPPI POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Anthony J. Topazi, certify that:

1.

| have reviewed this quarterly report on Forn-Q of Mississippi Power Compan

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

Based on my knowledge, the financial statemeamd 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, amdtfe periods presented in this rep

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

(b) Designed such internal control over finahoéporting, or caused such internal control ovearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

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

(d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an quarterly repiid} has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materialakmesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatohwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: May 7, 2010

/slAnthony J. Topazi
Anthony J. Topazi
President and Chief Executive Officer



Exhibit 31(e):
MISSISSIPPI POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Frances Turnage, certify that:

1. | have reviewed this quarterly report on Forn-Q of Mississippi Power Compan

2. Based on my knowledge, this report does notatommny untrue statement of a material fact ortanstate 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 peri
covered by this repor

3. Based on my knowledge, the financial statememtd 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, amdtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(@)

(b)

(©

(d)

Designed such disclosure controls and proesgor caused such disclosure controls and proesdarbe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under 1
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

Evaluated the effectiveness of the registradisclosure controls and procedures and presénthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an quarterly report) ttzet materially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; @

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@)

(b)

Date:

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

Any fraud, whether or not material, that inved management or other employees who have aismmifole in the registrargtinternal
control over financial reporting

May 7, 2010
/sIFrances Turnage

Frances Turnage
Vice President, Treasurer and Chief Financial @ffic



Exhibit 31(f)1
SOUTHERN POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Ronnie L. Bates, certify that:

1.

I have reviewed this quarterly report on Forn-Q of Southern Power Compar

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

Based on my knowledge, the financial statemeamd 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, amdtfe periods presented in this rep

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and praresq or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

(b) Designed such internal control over finahoéporting, or caused such internal control ovearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

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

(d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of a quarterly repitwd} has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materialakmesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, thatohwes management or other employees who have Hisag role in the registrant’s
internal control over financial reportin

Date: May 7, 2010

/s/Ronnie L. Bates
Ronnie L. Bates
President and Chief Executive Officer



Exhibit 31(f)z
SOUTHERN POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Michael W. Southern, certify that:

1. | have reviewed this quarterly report on Forn-Q of Southern Power Compar

2. Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate 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 peri
covered by this repor

3. Based on my knowledge, the financial statememtd 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, amdtfe periods presented in this rep

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(@)

(b)

(©

(d)

Designed such disclosure controls and proesgor caused such disclosure controls and proesdorbe designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed under 1
supervision, to provide reasonable assurance rieggttie reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

Evaluated the effectiveness of the registeadisclosure controls and procedures and preséntbis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of a quarterly report) bzt materially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reporting; a

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@)

(b)

Date:

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

Any fraud, whether or not material, that inked management or other employees who have aisattifole in the registrarg’internal
control over financial reporting

May 7, 2010
/s/Michael W. Southern

Michael W. Southern
Senior Vice President, Treasurer and Chief Findu@fficer



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, 2010, we, tt
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 ThetSern Company for the quarter ended March 31, 2@héch this statement
accompanies, fully complies with the requiremeritSection 13(a) or 15(d) of the Securities Exchafigeof 1934; anc

(2) the information contained in such Quart&bport on Form 10-Q of The Southern Company foqumerter ended March 31,
2010, fairly presents, in all material respects,fihancial condition and results of operationgbé& Southern Compan

/s/David M. Ratcliffe
David M. Ratcliffe
Chairman, President and
Chief Executive Officer

/s/W. Paul Bowers
W. Paul Bowers
Executive Vice President and
Chief Financial Officer

May 7, 2010



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 therguanded March 31, 2010, 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 10-Q of Alabama Pd@@npany for the quarter ended March 31, 2010, hwthits
statement accompanies, fully complies with the irequents of Section 13(a) or 15(d) of the Secwgiigchange Act of
1934; anc

(2) the information contained in such Quarterly Reportf-orm 10Q of Alabama Power Company for the quarter endecth
31, 2010, fairly presents, in all material respgettts financial condition and results of operatioh&\labama Power
Company

/s/Charles D. McCrary
Charles D. McCrary
President and Chief Executive Officer

/s/Art P. Beattie
Art P. Beattie
Executive Vice President,
Chief Financial Officer and Treasut

May 7, 2010



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 RéparForm 10-Q of Georgia Power Company for thergnanded March 31, 2010, we,
the undersigned, hereby certify pursuant to 18€Cl.Section 1350, as adopted pursuant to SectioroBPO Sarbanes-Oxley Act of 2002, to
the best of our individual knowledge and beliegtth

(1) such Quarterly Report on Form 10-Q of Geower Company for the quarter ended March 310,20hich this statement
accompanies, fully complies with the requiremeritSection 13(a) or 15(d) of the Securities Exchafigeof 1934; anc

(2) the information contained in such Quart&bport on Form 10-Q of Georgia Power Company fergharter ended March 31,
2010, fairly presents, in all material respects, fthancial condition and results of operation&ebrgia Power Compan

/s/Michael D. Garrett
Michael D. Garrett
President and Chief Executive Officer

/s/Ronnie R. Labrato
Ronnie R. Labrato
Executive Vice President,
Chief Financial Officer and Treasut

May 7, 2010



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 ReparForm 10-Q of Gulf Power Company for the quaeteded March 31, 2010, 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 Gufwer Company for the quarter ended March 31, 2@high this statement
accompanies, fully complies with the requiremeritSection 13(a) or 15(d) of the Securities Exchafigeof 1934; anc

(2) the information contained in such Quartéthport on Form 10-Q of Gulf Power Company for thanter ended March 31,
2010, fairly presents, in all material respects,fihancial condition and results of operation&off Power Company

/s/Susan N. Story
Susan N. Story
President and Chief Executive Officer

/s/Philip C. Raymond
Philip C. Raymond
Vice President and Chief Financial Officer

May 7, 2010



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, 2010,
we, the undersigned, hereby certify pursuant ttd IBC. 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 Misigipi Power Company for the quarter ended MarcH2810, which this
statement accompanies, fully complies with the irequents of Section 13(a) or 15(d) of the Secwiigchange Act of

1934; anc

(2) the information contained in such Quart&port on Form 10-Q of Mississippi Power Compamiie quarter ended
March 31, 2010, fairly presents, in all materiapects, the financial condition and results of apiens of Mississippi
Power Company

/slAnthony J. Topazi
Anthony J. Topazi
President and Chief Executive Officer

/sIFrances Turnage
Frances Turnage
Vice President, Treasurer and
Chief Financial Office

May 7, 2010



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 Southern Power Company for therigu ended March 31, 2010, we,
the undersigned, hereby certify pursuant to 18€Cl.Section 1350, as adopted pursuant to SectioroBPO Sarbanes-Oxley Act of 2002, to

the best of our individual knowledge and beliegtth
(1) such Quarterly Report on Form 10-Q of Soutigower Company for the quarter ended March 3102@hich this
statement accompanies, fully complies with the irequents of Section 13(a) or 15(d) of the Secwyiigchange Act of
1934; anc
(2) the information contained in such Quart&port on Form 10-Q of Southern Power CompanyHerquarter ended
March 31, 2010, fairly presents, in all materiapects, the financial condition and results of apens of Southern
Power Company

/s/Ronnie L. Bates
Ronnie L. Bates
President and Chief Executive Officer

/s/Michael W. Southern
Michael W. Southern
Senior Vice President, Treasurer and
Chief Financial Officer

May 7, 2010



