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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended March 31, 2011
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.V
Atlanta, Georgia 3030

(404) 50t-5000

1-3164 Alabama Power Company 63-000425C
(An Alabama Corporatior
600 North 1&h Street
Birmingham, Alabama 352C
(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

001-31737 Gulf Power Company 58-027681C
(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) 861211

33:-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@he filed all reports required to be filed by Sectl3 or 15(d) of the Securities Exchange Act9#4l
during the preceding 12 months (or for such shopkiod that the registrants were required to Blech reports), and (2) have been subject to sliok fi
requirements for the past 90 days. ¥&s No [7

Indicate by check mark whether the registrants rs@mitted electronically and posted on their cogte Web site, if any, every Interactive Data File
required to be submitted and posted pursuant t@ RQb of Regulation S-T during the preceding 12thm(or for such shorter period that the registmnt
were required to submit and post such files). ¥esNo .7 (Response applicable only to The Southern Compgtinysatime.)

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, anraccelerated filer, or a smaller reporting compag¢
the definitions of “large accelerated filer,” “acderated filer” and “smaller reporting company” in e 12b-2 of the Exchange Act. (Check one):

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

Indicate by check mark whether the registrant ghall company (as defined in Rule 12b-2 of the &xgh Act.) Yed/ No A&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 849,122,72
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 4,142,71
Mississippi Power Company Without Par Value 1,121,001
Southern Power Company Par Value $0.01 Per Shar 1,00(¢

This combined Form 10-Q is separately filed by Beeithern Company, Alabama Power Company, GeorgiPGompany, Gulf Power Company,
Mississippi Power Company, and Southern Power Comgaformation contained herein relating to angiudual registrant is filed by such registrantitsm
own behalf. Each registrant makes no representatidn information relating to the other registsant
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DEFINITIONS

Term Meaning

2007 Retail Rate Pl Georgia Powe's retail rate plan for the years 2008 through 2z

2010 ARP Alternate Rate Plan approved by the Georgia PSGéargia Power which became effective January 11 21d will
continue through December 31, 2(

AFUDC Allowance for funds used during construct

Alabama Powe Alabama Power Compar

Clean Air Act Clean Air Act Amendments of 19¢

DOE U.S. Department of Ener

Duke Energy Duke Energy Corporatic

ECO Plar Mississippi Powe's Environmental Compliance Overview P

EPA U.S. Environmental Protection Agen

FERC Federal Energy Regulatory Commiss

Fitch Fitch Ratings, Inc

Form 10-K Combined Annual Report on Form 10-K of Southern @any, Alabama Power, Georgia Power, Gulf Power,
Mississippi Power, and Southern Power for the pealed December 31, 20

GAAP Generally Accepted Accounting Princip!

Georgia Powe Georgia Power Compat

Gulf Power Gulf Power Compan

IGCC Integrated coal gasification combined cy

lIC Intercompany Interchange Contri

Internal Revenue Coc Internal Revenue Code of 1986, as amer

IRS Internal Revenue Servit

KWH Kilowatt-hour

LIBOR London Interbank Offered Ra

Mirant Mirant Corporatior

Mississippi Powe Mississippi Power Compar

mmBtu Million British thermal unit

Moody's Moody's Investors Servic

MW Megawatt

MWH Megawat-hour

NCCR Georgia Powe's Nuclear Construction Cost Recov

NDR Alabama Powe¢'s natural disaster reser

NRC Nuclear Regulatory Commissic

NSR New Source Revie\

OCl Other Comprehensive Incor

PEP Mississippi Powe’'s Performance Evaluation Pl

Plant Vogtle Units 3 and Two new nuclear generating units under construdialant Vogtle

Power Pool The operating arrangement whereby the integratedrgéng resources of the traditional operating manies and
Southern Power are subject to joint commitmentdispatch in order to serve their combined loadgattions

PPA Power Purchase Agreeme

PSC Public Service Commissic

Rate CNP Environment Alabama Powe's rate certificated new plant environmet

Rate ECF Alabama Powe's energy cost recovery rate mechan

registrants Southern Company, Alabama Power, Georgia Powef,Rauber, Mississippi Power, and Southern Pa
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Term

SCR

SCS

SEC

Southern Compan
Southern Company syste
SouthernLINC Wireles
Southern Nuclee
Southern Powe

S&P

traditional operating compani
Westinghous:

wholesale revenue

DEFINITIONS
(continued)

Meaning

Selective catalytic reductic

Southern Company Services, |

Securities and Exchange Commiss

The Southern Compatr

Southern Company, the traditional operating congmrsouthern Power, and other subsidic
Southern Communications Services, |

Southern Nuclear Operating Company, |

Southern Power Compal

Standard and Pd’s Ratings Services, a division of The McGraw HitinGanies, Inc
Alabama Power, Georgia Power, Gulf Power, and Méigpi Powe

Westinghouse Electric Company LL

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 forwlamking statements. Forward-looking statementhithe, among other things, statements concerning the
strategic goals for the wholesale business, retddéls, customer growth, economic recovery, fud le@overy and other rate actions, environmental
regulations and expenditures, future earnings,sacimesources of capital, financing activitiesitsdad completion of construction projects, plang a

estimated costs for new generation resources, ingbdlce Small Business Jobs and Credit Act of 2@h@act of the Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010neetied sales and purchases under new power sajgiectthse agreements, storm damage cost recove
repairs, and estimated construction and other elipens. In some cases, forward-looking statemegnisbe identified by terminology such as “may,” Ity
“could,” “should,” “expects,” “plans,” “anticipatgs“believes,” “estimates,” “projects,” “predicts;potential,” or “continue” or the negative of tleeerms or
other similar terminology. There are various fastitrat could cause actual results to differ mdtgrieom those suggested by the forward-lookingestzents;
accordingly, there can be no assurance that sditated results will be realized. These factortuide:

the impact of recent and future federal and stegelatory changes, including legislative and reguainitiatives regarding deregulation and restudag

of the electric utility industry, implementation tife Energy Policy Act of 2005, environmental landuding regulation of water quality, coal combast
byproducts, and emissions of sulfur, nitrogen, carlsoot, particulate matter, hazardous air paikstancluding mercury, and other substances, Gizhn
reform legislation, and also changes in tax anémiaws and regulations to which Southern Compadyis subsidiaries are subject, as well as chaimges
application of existing laws and regulatio

current and future litigation, regulatory investiions, proceedings, or inquiries, including teaging EPA civil actions against certain Southeom@any
subsidiaries, FERC matters, and IRS au

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, includirtgse relating to weather, the general economy ecmvery from the recent recession, population and
business growth (and declines), and the effecenefgy conservation measur

available sources and costs of fur

effects of inflation;

ability to control costs and avoid cost overrungmtythe development and construction of facilit

investment performance of Southern Comy's employee benefit plans and nuclear decommisgjdniist funds
advances in technolog

state and federal rate regulations and the imgfgmending and future rate cases and negotiatinaiding rate actions relating to fuel and otbest
recovery mechanism

regulatory approvals and actions related to thatRlagtle expansion, including Georgia PSC and Nip@rovals and potential DOE loan guarant
regulatory approvals and actions related to the paniGCC, including Mississippi PSC approvals anteptial DOE loan guarantee

the performance of projects undertaken by the-utility businesses and the success of efforts\teshin and develop new opportuniti

internal restructuring or other restructuring opidhat may be pursue

potential business strategies, including acdaisstor dispositions of assets or businesses, wi@ohot be assured to be completed or beneficial to
Southern Company or its subsidiari

the ability of counterparties of Southern Compang &s subsidiaries to make payments as and wheradd to perform as require
the ability to obtain new she and lon¢-term contracts with wholesale custome
the direct or indirect effect on Southern Comy’s business resulting from terrorist incidents drathreat of terrorist incident

interest rate fluctuations and financial marlatditions and the results of financing efforts Juing Southern Company’s and its subsidiariesditre
ratings;

the ability of Southern Company and its subsidsatéeobtain additional generating capacity at cditipe prices;

catastrophic events such as fires, earthquakpkstons, floods, hurricanes, droughts, panderaath events such as influenzas, or other similar
occurrences

the direct or indirect effects on Southern Comy's business resulting from incidents affecting th8.l&lectric grid or operation of generating reses|
the effect of accounting pronouncements issueagieally by standard setting bodies; ¢

other factors discussed elsewhere herein and ar ogiports filed by the registrants from time todiwith the SEC

The registrants expressly disclaim any obligationd update any forward-looking statements.
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THE SOUTHERN COMPANY
AND SUBSIDIARY COMPANIES
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDED)

For the Three Month
Ended March 31

2011 2010
(in millions)

Operating Revenues
Retail revenue $ 3,39¢ $ 3,45¢
Wholesale revenue 44c¢ 542
Other electric revenue 15C 13E
Other revenue 17 21
Total operating revenus 4,012 4,157
Operating Expenses
Fuel 1,47¢ 1,64¢
Purchased powe 10C 127
Other operations and maintenal 944 90¢
Depreciation and amortizatic 41¢ 345
Taxes other than income tax 22C 21z
Total operating expens: 3,15¢ 3,23t
Operating Income 854 922
Other Income and (Expense)
Allowance for equity funds used during construct 35 49
Interest expense, net of amounts capital (222) (222)
Other income (expense), r 2 2
Total other income and (expen: (189 (79
Earnings Before Income Taxe: 66¢ 747
Income taxe: 231 23€
Consolidated Net Income 43¢ 511
Dividends on Preferred and Preference Stock of SuliBaries 16 16
Consolidated Net Income After Dividends on Preferrd and Preference Stock of Subsidiarie $ 422 $ 49t
Common Stock Data:
Earnings per share (EP-

Basic EPS $ 0.5C $ 0.6C

Diluted EPS $ 0.4¢ $ 0.6C
Average number of shares of common stock outstgn@inmillions)

Basic 84¢ 822

Diluted 854 82t
Cash dividends paid per share of common s $ 0.455( $ 0.437¢

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)

Operating Activities:
Consolidated net incorr

Adjustments to reconcile consolidated net incomeetiocash provided from operating activit—

Depreciation and amortization, to
Deferred income taxe
Deferred revenue

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

Stock based compensation expe
Generation construction screening cc
Other, ne

Changes in certain current assets and liabil—

-Receivable:
-Fossil fuel stocl
-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 ca
Distribution of restricted cas
Nuclear decommissioning trust fund purche
Nuclear decommissioning trust fund se
Proceeds from property sal
Cost of removal, net of salva
Change in construction payab
Other investing activitie
Net cash used for investing activiti
Financing Activities:
Increase (decrease) in notes payable
Proceed—
Long-term debt issuanc
Common stock issuanc
Redemption—
Long-term debt
Payment of common stock divider

Payment of dividends on preferred and preferermekgif subsidiarie

Other financing activitie
Net cash used for financing activiti
Net Change in Cash and Cash Equivalent

Cash and Cash Equivalents at Beginning of Perio

Cash and Cash Equivalents at End of Perio

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

Interest (net of $17 and $21 capitalized for 20dd 2010, respectively

Income taxes (net of refunc

Noncash transactio— accrued property additions at end of pel

The accompanying notes as they relate to Southemmp@ny are an integral part of these condenseddiabstatements.

For the Three Month
Ended March 31

2011 2010
(in millions)

$ 43¢ $ 511
501 42z
174 107
) (20)
(39 (49
(12) 5
21 19
— (19
14 (37
27€ 43
(42) 132
(77) (94
(10¢) (100)
131 (73)
(277) (112)
23 2
99¢ 73¢€
(1,08¢) (1,059
©) —
61 8
(92¢) (23¢)
924 18¢
14 —
(15) (28)
13€ 28
13 7
(884 (1,085
(54) 132
937 35C
19¢ 147
(824) (25€)
(385 (359
(16) (16)

) 1
(151) @)
(37 (357)
447 69(

$ 4iC $ 33¢

$ 197 $ 182
(357) 6
531 373
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

At March 31, At December 3:
Assets 2011 2010
(in millions)

Current Assets:
Cash and cash equivalel $ 41C % 447
Restricted cash and cash equivale 7 68
Receivable—

Customer accounts receival 1,024 1,14C

Unbilled revenue 341 42C

Under recovered regulatory clause rever 22C 20¢

Other accounts and notes receive 24¢ 28t

Accumulated provision for uncollectible accou (26) (25)
Fossil fuel stock, at average ¢ 1,35( 1,30¢
Materials and supplies, at average ¢ 82¢ 827
Vacation pay 15C 151
Prepaid expenst 43E 784
Other regulatory assets, curr 19¢ 21C
Other current asse 53 59
Total current asse 5,24( 5,887
Property, Plant, and Equipment:
In service 57,40¢ 56,73
Less accumulated depreciati 20,38¢ 20,17
Plant in service, net of depreciati 37,02« 36,551
Other utility plant, ne 67 —
Nuclear fuel, at amortized cc 73€ 67C
Construction work in progre: 4,87 4,77¢
Total property, plant, and equipme 42,70: 42,00:
Other Property and Investments:
Nuclear decommissioning trusts, at fair ve 1,36¢ 1,37(C
Leveraged lease 63C 624
Miscellaneous property and investme 267 277
Total other property and investme 2,26¢€ 2,271
Deferred Charges and Other Assets
Deferred charges related to income te 1,263 1,28(
Prepaid pension cos 104 88
Unamortized debt issuance expe 17¢ 17¢
Unamortized loss on reacquired d 26¢ 274
Deferred under recovered regulatory clause reve 133 21¢
Other regulatory assets, defer 2,43z 2,402
Other deferred charges and as: 432 43€
Total deferred charges and other as 4812 4,87¢
Total Assets $ 55,01¢ $ 55,03:

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 2011 2010
(in millions)

Current Liabilities:
Securities due within one ye $ 1,438  $ 1,301
Notes payabli 1,24: 1,297
Accounts payabl 1,31¢ 1,27¢
Customer deposi 33: 332
Accrued taxe—

Accrued income taxe 13 8

Unrecognized tax benefi 18¢ 187

Other accrued taxe 192 44C
Accrued interes 25¢ 22t
Accrued vacation pa 19C 194
Accrued compensatic 165 43¢
Liabilities from risk management activiti 13¢ 152
Other regulatory liabilities, curre 83 88
Other current liabilitie: 498 53t
Total current liabilities 6,037 6,472
Long-term Debt 18,13: 18,15¢
Deferred Credits and Other Liabilities:
Accumulated deferred income tav 7,67% 7,55¢
Deferred credits related to income ta 232 23E
Accumulated deferred investment tax cre 52t 50¢
Employee benefit obligatior 1,57¢ 1,58(
Asset retirement obligatior 1,28t 1,257
Other cost of removal obligatiol 1,17C 1,15¢
Other regulatory liabilities, deferre 33t 312
Other deferred credits and liabiliti 50¢ 517
Total deferred credits and other liabiliti 13,30: 13,12:
Total Liabilities 37,47. 37,74¢
Redeemable Preferred Stock of Subsidiarie 37E 37¢
Stockholders' Equity:
Common Stockholder! Equity:
Common stock, par value $5 per sh—

Authorized— 1.5 billion share:

Issuec— March 31, 2011: 850 million shar

— December 31, 2010: 844 million sha
Treasury— March 31, 2011: 0.5 million shar
— December 31, 2010: 0.5 million sha

Par value 4,24¢ 4,21¢

Paic-in capital 3,897 3,70z

Treasury, at cos (15) (15)
Retained earning 8,40¢ 8,36¢
Accumulated other comprehensive | (66) (70)
Total Common Stockholders Equity 16,46¢ 16,20:
Preferred and Preference Stock of Subsidiarie 707 707
Total Stockholders’ Equity 17,17: 16,90¢
Total Liabilities and Stockholders’ Equity $ 55,01¢ $ 55,03:

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

2011 2010
(in millions)
Consolidated Net Income $ 43¢ $ 511
Other comprehensive income (los
Qualifying hedges
Changes in fair value, net of tax of $2 and $1peetively 3 1
Reclassification adjustment for amounts includedehincome, net of tax of $2 and $3, respecti 3 6
Marketable securitie:
Change in fair value, net of tax c- and $1, respectivel 1) 2
Pension and other post retirement benefit pl
Reclassification adjustment for amounts includedehincome, net of tax of $1 an-, respectively @) —
Total other comprehensive income (loss 4 9
Dividends on preferred and preference stock ofididrtes (16) (16)
Comprehensive Income $  42¢ $ 504

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 2011 vs. FIRST QUARTER 2010

OVERVIEW

Discussion of the results of operations is focuse&outhern Company’s primary business of eletgrgales in the Southeast by the traditional opegat
companies — Alabama Power, Georgia Power, Gulf Poavel Mississippi Power — and Southern Power. tfdwiitional operating companies are vertically
integrated utilities providing electric servicefour Southeastern states. Southern Power constagtjsires, owns, and manages generation assesesd
electricity at market-based rates in the wholes@eket. Southern Company’s other business actviitielude investments in leveraged lease projatts a
telecommunications. For additional information bade businesses, see BUSINESS — The Southern Cgr8yarem — “Traditional Operating
Companies,” “Southern Power,” and “Other Busingssekem 1 of the Form 10-K.

Southern Company continues to focus on severapkeiprmance indicators. These indicators includgamer satisfaction, plant availability, system
reliability, and earnings per share. For additianfdrmation on these indicators, see MANAGEMENDECUSSION AND ANALYSIS — OVERVIEW
— “Key Performance Indicators” of Southern Compamjtém 7 of the Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$(73) (14.6)

Southern Company'’s first quarter 2011 net inconter afividends on preferred and preference stodubsidiaries was $422 million ($0.50 per share)
compared to $495 million ($0.60 per share) forftte quarter 2010. The decrease for the first taré2011 when compared to the corresponding pémiod
2010 was primarily the result of decreases in raesrin the first quarter 2011 due to the signifilyacolder weather in the first quarter 2010, ardase in
wholesale revenues primarily at Alabama Power,caedese in the amortization of the regulatory lipilelated to other cost of removal obligations at
Georgia Power, and increases in operations andt@emaince expenses. The decrease for the first gt was partially offset by an increase in tétase
revenues at Georgia Power pursuant to the 2010a& &Py increases in revenues associated with névs BPSouthern Power.

Retail Revenue

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(63) (1.8)

In the first quarter 2011, retail revenues werel$llion compared to $3.5 billion for the corresping period in 2010.

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

Details of the change to retail revenues follow:

First Quarter

2011
(in millions) (% change
Retail— prior year $3,45¢
Estimated change —

Rates and pricin 16€ 4.8

Sales growth (decline (5) (0.2

Weathel (90 (2.€)

Fuel and other cost recove (134 (3.9)
Retail- current yea $3,39¢ (1.89%

Revenues associated with changes in rates andgii@reased in the first quarter 2011 when contptiréhe corresponding period in 2010 primarily tlue
Georgia Power’s retail base rate increase and N@@&nhues. Also contributing to the increase wevemaes associated with Alabama Power’s Rate CNP
Environmental due to the completion of construcpoojects related to environmental mandates, atthdhere was no increase in the Rate CNP
Environmental billing factors in 2011.

Revenues attributable to changes in sales decré@asieel first quarter 2011 when compared to theesponding period in 2010. The decrease was dae to
0.9% decrease in weather-adjusted residential KAlessand a 0.8% decrease in weather-adjusted canain€¥WH sales. In addition, weather-adjusted
industrial KWH sales increased 6.4% due to incrég@seduction activity in the primary metals and mieal sectors.

Revenues resulting from changes in weather deatek@emillion in the first quarter 2011 as a resdlsignificantly colder weather in the correspargi
period in 2010.

Fuel and other cost recovery revenues decreasedrill®n in the first quarter 2011 when comparedhe corresponding period in 2010. Electric rébes
the traditional operating companies include pravisito adjust billings for fluctuations in fuel tesincluding the energy component of purchasedgpow
costs. Under these provisions, fuel revenues giyegual fuel expenses, including the fuel compura purchased power costs, and do not affect net
income.

Wholesale Revenues

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(93) (17.2)

Wholesale revenues consist of PPAs with investanemhwutilities and electric cooperatives, unit posaes contracts, and short-term opportunity sales.
Wholesale revenues from PPAs and unit power salesacts have both capacity and energy compon@agsacity revenues reflect the recovery of fixed
costs and a return on investment. Energy revenilegany depending on fuel prices, the market aafsavailable energy compared to the Southern Compan
system-owned generation, demand for energy witierSouthern Company service territory, and thelatvitity of the Southern Company system generation.
Increases and decreases in energy revenues ttdrivane by fuel prices are accompanied by an ireea decrease in fuel costs and do not have Hisagn
impact on net income. Short-term opportunity salesmade at market-based rates that generallyggavimargin above the variable cost to produce the
energy.

In the first quarter 2011, wholesale revenues \$d#9 million compared to $542 million for the capending period in 2010, reflecting a $71 million
decrease in energy revenues and a $22 million dseri@ capacity revenues. The decrease in thefiester 2011 was primarily due to a 24.2% decr@ase
KWH sales mainly due to the expiration of long-tarmt power sales contracts in May 2010 at Alab&owaer and the capacity subject to those contracts
being made available for retail service startindune 2010. The decrease was partially offset flyerienergy and capacity revenues under new PPAs at
Southern Power that began in June, July, and Dezegtli0 and January 2011.
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THE SOUTHERN COMPANY AND SUBSIDIARY COMPANIES
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Other Electric Revenues
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’
$15 11.1

In the first quarter 2011, other electric revenwese $150 million compared to $135 million for erresponding period in 2010. The increase initise f
quarter 2011 when compared to the correspondiriggper 2010 was primarily the result of an increas&ransmission revenues.

Other Revenues

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(4) (20.3)

In the first quarter 2011, other revenues werer$ilifon compared to $21 million for the correspomgliperiod in 2010. The decrease in the first qua@éd 1
when compared to the corresponding period in 2049 pvimarily the result of a $4 million decreaseawnenues at SouthernLINC Wireless related to lower
average revenue per subscriber and fewer subssidioerto increased competition in the industry.

Fuel and Purchased Power Expenses

First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’

Fuel* $(16€) (10.9)
Purchased pow (27) (20.§)
Total fuel and purchased power exper $(19€)

* Fuel includes fuel purchased by the Southerm@any system for tolling agreements where powgeiserated by the provider and is included in
purchased power when determining the average €pstrohased powe

Fuel and purchased power expenses for the firstepu2011 were $1.6 billion compared to $1.8 billfor the corresponding period in 2010. The de@das
the first quarter 2011 when compared to the comedimg period in 2010 was primarily the result &6&8 million decrease related to total KWHs gerestat
and purchased and a $133 million net decreasesinvtrage cost of fuel and purchased power. Thedse in total KWHs generated and purchased résulte
primarily from a decrease in customer demand, hadet decrease in the cost of fuel and purchasednresulted primarily from a 20.6% decrease @ th
average cost of gas per KWH generated and a 4.8%ake in the average cost of coal per KWH gerebrate

Fuel expenses at the traditional operating comgaarie generally offset by fuel revenues and ddawe a significant effect on net income. See FUTURE
EARNINGS POTENTIAL — “State PSC Matters — RetaildFrCost Recovery” herein for additional informatiétuel expenses incurred under Southern
Power’s PPAs are generally the responsibility ef¢bunterparties and do not significantly affed¢tineome.
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Details of Southern Company’s cost of generatiah @rchased power are as follows:

First Quarte! First Quarte! Percen
Average Cos 2011 2010 Change
(cents per net KWF
Fuel 3.2F 3.6( 9.7
Purchased powe 9.2t 7.37 25.5

Energy purchases will vary depending on demaneifiergy within the Southern Company service areantarket cost of available energy as comparede
cost of Southern Company system-generated enandythe availability of Southern Company system gatiten.

Other Operations and Maintenance Expenses
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$36 3.8

In the first quarter 2011, other operations andnteiance expenses were $944 million compared t8 88iion for the corresponding period in 2010. The
increase in the first quarter 2011 when comparetidéaorresponding period in 2010 was primarilyrésult of a $30 million increase in scheduled gatanc
maintenance costs, a $10 million increase in conityyadid labor costs, a $9 million increase in traission and distribution expenses, and a $3 million
increase in customer service related costs. Thease was partially offset by a $16 million decesiasadministrative and general costs primarily thue
decreases in property insurance, pension costgtard employee benefits.

Depreciation and Amortizatiol
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$75 21.9

In the first quarter 2011, depreciation and amatiin was $418 million compared to $343 million foe corresponding period in 2010. The increas¢hfer
first quarter 2011 when compared to the correspangeriod in 2010 was primarily the result of a $8illion decrease in the amortization of the retuia
liability related to other cost of removal obligats at Georgia Power as authorized by the Geosadhd additional depreciation on plant in servitated
to environmental, transmission, and distributionj@ects. See Note 3 to the financial statementati®rn Company in Iltem 8 of the Form 10-K under
“Retail Regulatory Matters — Georgia Power — Refate Plans” for additional information on the atbest of removal regulatory liability.

Taxes Other Than Income Taxes
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$8 3.9

In the first quarter 2011, taxes other than incomxes were $220 million compared to $212 milliontfee corresponding period in 2010. The increas¢hi®
first quarter 2011 when compared to the correspangeriod in 2010 was primarily the result of irases in property and payroll taxes.
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Allowance for Equity Funds Used During Constructic

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(14) (28.6)

In the first quarter 2011, AFUDC equity was $35limil compared to $49 million for the correspondpegiod in 2010. The decrease for the first quaz@drl
when compared to the corresponding period in 2049 pvimarily due to the inclusion of Georgia Powétlant Vogtle Units 3 and 4 construction work in
progress in rate base effective January 1, 201thaieiduced the amount of AFUDC capitalized. Alsptdbuting to the decrease was the completion of
environmental construction projects at Alabama Roee Note 3 to the financial statements of Seot@@mpany in Item 8 of the Form 10-K under “Retail
Regulatory Matters — Georgia Power — Nuclear Caision” and Note (B) to the Condensed FinanciateBtents under “State PSC Matters — Georgia
Power — Nuclear Construction” herein for additiomdbrmation.

Income Taxes

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(5) (1.8

In the first quarter 2011, income taxes were $28llom compared to $236 million for the correspomgliperiod in 2010. The decrease for the first quart
2011 when compared to the corresponding perio®i® 2vas primarily the result of lower pre-tax eags, partially offset by a decrease in the firsdrtgr
2010 in uncertain tax positions at Georgia Powkated to state income tax credits that remain sugelitigation. See Notes (B) and (G) to the Cemsed
Financial Statements under “Income Tax Matters —erGia State Income Tax Credits” and “Unrecognized Benefits,” respectively, herein for additional
information.

FUTURE EARNINGS POTENTIAL

The results of operations discussed above arequatssarily indicative of Southern Company’s fuisenings potential. The level of Southern Company’s
future earnings depends on numerous factors tfedtahe opportunities, challenges, and risks aftBern Company’s primary business of selling eieityr
These factors include the traditional operating panies’ ability to maintain a constructive reguigtenvironment that continues to allow for the tiyne
recovery of prudently incurred costs during a twh@creasing costs. Other major factors includgifability of the competitive wholesale supply ness
and federal regulatory policy. Future earningstfier electricity business in the near term will dahen part, upon maintaining energy sales whictuigject
to a number of factors. These factors include warattompetition, new energy contracts with neighigputilities and other wholesale customers, energy
conservation practiced by customers, the pricdeattiécity, the price elasticity of demand, and th&e of economic growth or decline in the sendpea. In
addition, the level of future earnings for the wdsale supply business also depends on numeroossfantiuding creditworthiness of customers, total
generating capacity available in the Southeastréuacquisitions and construction of generatingif@s, and the successful remarketing of capaasty
current contracts expire. Changes in economic ¢iongdiimpact sales for the traditional operatingipanies and Southern Power, and the pace of the
economic recovery remains uncertain. The timingextdnt of the economic recovery will impact growatid may impact future earnings. For additional
information relating to these issues, see RISK FAEGS in Item 1A and MANAGEMENT'S DISCUSSION AND ANAISIS — FUTURE EARNINGS
POTENTIAL of Southern Company in Item 7 of the FatthK.

Environmental Matters

Compliance costs related to the Clean Air Act atitoenvironmental statutes and regulations coffiétiaearnings if such costs cannot continue tfubg
recovered in rates on a timely basis. Further,driglosts that are recovered through regulated catgd contribute to reduced demand for electrjaitiich
could negatively impact results of
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operations, cash flows, and financial conditiore SANAGEMENT'S DISCUSSION AND ANALYSIS — FUTURE EARINGS POTENTIAL —
“Environmental Matters” of Southern Company in It&rand Note 3 to the financial statements of Saut@®mpany under “Environmental Matters” in
Item 8 of the Form 10-K for additional information.

New Source Review Actior

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — New Sme Review
Actions” of Southern Company in Item 7 and Not® 3he financial statements of Southern Company utiefevironmental Matters — New Source Review
Actions” in Item 8 of the Form 16-for additional information regarding civil actisibrought by the EPA against certain Southern Compabsidiaries. Ttk
EPA'’s action against Alabama Power alleged thab&taa Power violated the NSR provisions of the Cliar\ct and related state laws with respect to
certain of its coal-fired generating facilities. ®tarch 14, 2011, the U.S. District Court for thertfiern District of Alabama granted Alabama Poweriotion
for summary judgment on all remaining claims argfrdésed the case with prejudice. The EPA has ¢ie to appeal within 60 days of the order. The
ultimate outcome of this matter cannot be deterthatethis time.

Carbon Dioxide Litigation
Kivalina Case

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carb@ioxide Litigation
— Kivalina Case” of Southern Company in Item 7 ar@teN3 to the financial statements of Southern Cawypader “Environmental Matters — Carbon
Dioxide Litigation — Kivalina Case” in Item 8 of éhForm 10-K for additional information regardingtman dioxide litigation. On February 23, 2011, the
U.S. Court of Appeals for the Ninth Circuit issusa order staying the case until June 15, 2011 uRhmate outcome of this matter cannot be deterchate
this time.

Air Quality

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters -Environmental Statutes al
Regulations — Air Quality” of Southern Company farh 7 of the Form 10-K for additional informaticegarding regulation of air quality. On May 3, 2011,
the EPA published a proposed rule, called Utilith@®T (Maximum Achievable Control Technology), whialould impose stringent emission limits on coal-
and oil-fired electric utility steam generating isnfEGUs). The proposed rule establishes numerisséon limits for acid gases, mercury, and totatipalate
matter. Meeting the proposed limits would likelguée additional emission control equipment suckasbbers, SCRs, baghouses, and other control
measures at many coal-fired EGUs. Pursuant to @-epproved consent decree, the EPA must issuebrfile by November 16, 2011. Compliance for
existing sources would be required three years tfteeffective date of the final rule. In the pospd rule, the EPA discussed the possibility afiecygear
compliance extension which could be granted byERA or the states on a case-by-case basis if regesifinalized as proposed, compliance with thike
would require significant capital expenditures anthpliance costs at many of the facilities of SeuthCompany’s subsidiaries which could impact unit
retirement and replacement decisions. In additiesillts of operations, cash flows, and financialdiion could be impacted if the costs are not veced
through regulated rates. Further, there is unceytaegarding the ability of the electric utilitydustry to achieve compliance with the requirementse
proposed rule within the proposed compliance peaod the limited compliance period could negayiveipact electric system reliability. The outconfe o
this rulemaking cannot be determined at this time.

In April 2010, the EPA proposed an Industrial BoMACT rule that would establish emissions limits ¥arious hazardous air pollutants typically eedtt
from industrial boilers, including biomass boilarsd start-up boilers. The EPA issued the finalgale February 23, 2011 and, at the same time,dssue
notice of intent to reconsider the final rules flowa for additional public review and comment. GgiarPower has delayed the decision to convert Plant
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Mitchell Unit 3 to biomass until there is greatéarity regarding these regulations. The impacheke regulations will depend on their final forna dime
outcome of any legal challenges and cannot berdeted at this time.

In October 2008, the EPA approved a revision tdAfaa’s State Implementation Plan (SIP) requiremmtéged to opacity which granted some flexibitiby
affected sources while requiring compliance withl#¥dma’s very strict opacity limits through use ofitnuous opacity monitoring system data. In asleni
published on April 6, 2011, the EPA responded temvironmental group’s request for reconsideralipmttempting to rescind its previous approvalhef t
Alabama SIP revision. On April 8, 2011, Alabama Rof¥iled an appeal of that decision with the U.8uf of Appeals for the Eleventh Circuit and redad
the court to stay the effectiveness of the EPAtsmapted rescission pending judicial review. Absestay, the EPA’s decision will become effectiveyh\ga
2011 and the rule under which Alabama Power has bperating since January 2009 may not be availallless Alabama Power’s appeal is resolved in its
favor by the court. If the EPA’s decision is allavi® take effect, it will likely impact unit avalidity and result in increased maintenance and d@amge
costs. The final outcome of this matter cannotdtermnined at this time.

Water Quality

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters -Environmental Statutes a
Regulations — Water Quality” of Southern Companjtém 7 of the Form 1@< for additional information regarding regulatiohweater quality. On April 2C
2011, the EPA proposed a rule that establisheslatds for reducing impacts to fish and other agudé caused by cooling water intake structuresxasting
power plants and manufacturing facilities. The mlso addresses cooling water intake structuresearunits at existing facilities. The rule focuses
reducing adverse impacts to fish and other aqlieidue to impingement (when fish and other aquii are trapped by water flow velocity against a
facility’s cooling water intake structure screeasyl entrainment (when aquatic organisms are dramugh a facility’s cooling water system after eimg
through the cooling water intake structure). Aféettooling water intake structures would have toglg with national impingement standards (for irtak
velocity or alternatively numeric impingement retioc standards) and entrainment reduction requinesn@etermined on a case-by-case basis). Thesrule’
proposed impingement standards could require téggizal improvements to cooling water intake stawes at many of Southern Company affiliates’
existing generating facilities, including faciliievith closed-cycle re-circulating cooling systeftsoling towers). To address the rgentrainment standar:
facilities with once-through cooling systems mayéo install cooling towers. New units construcatexisting plants would have to meet the national
impingement standards and install closed-cycleiegar the equivalent to meet the entrainment mendde EPA has agreed in a settlement agreement to
issue a final rule by July 27, 2012. If finalizesl@oposed, some of the facilities of Southern Caomfs subsidiaries may be subject to significamtitwhal
capital expenditures and compliance costs thatcaffiéct future unit retirement and replacemenigies. Also, results of operations, cash flows an
financial condition could be significantly impactéduch costs are not recovered through regulatis. The ultimate outcome of this rulemaking cae
determined at this time.

State PSC Matters
Retail Fuel Cost Recover

The traditional operating companies each have kstield fuel cost recovery rates approved by trespective state PSCs. In previous years, theitadit
operating companies have experienced volatilifgricing of fuel commaodities with higher than expatipricing for coal and uranium and volatile price
swings in natural gas. These higher fuel costs hested in total under recovered fuel costs itketlin the balance sheets of Alabama Power, Georgia
Power, and Gulf Power of approximately $348 millarMarch 31, 2011. Mississippi Power collectecpadiviously under recovered fuel costs and, as of
March 31, 2011, had a total over recovered fuedizd of $58 million. At December 31, 2010, totadeinrecovered fuel costs included in the balaneetsh
of Alabama Power, Georgia Power, and Gulf Poweevegproximately $420 million and Mississippi Powead a total over recovered fuel balance of
$55 million. Fuel cost recovery revenues are adjlfr differences in actual recoverable fuel casid amounts billed in current regulated rates ofdiagly,
changing the billing factor has no significant effen Southern Company’s revenues or net income,
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but does impact annual cash flow. The traditioqadrating companies continuously monitor the undever recovered fuel cost balances.

On March 1, 2011, Georgia Power filed a requedt wie Georgia PSC to decrease fuel rates by 0.8h&decrease would reduce Georgia Power’s annual
billings by approximately $43 million. The decreasduel costs is driven primarily by lower natugss prices than those included in current rateat T
decrease is a result of increases in natural ggsliea from the production of shale gas and lowdustrial demand. If approved, the new rates vallrgo

effect June 1, 2011. The ultimate outcome of thasten cannot be determined at this time.

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — Fuel Cost Recoyeof Southern
Company in Item 7 and Note 3 to the financial stests of Southern Company under “Retail Regulaltéayters — Alabama Power — Fuel Cost Recovery”
and “Retail Regulatory Matters — Georgia Power —elRTiost Recovery” in Item 8 of the Form 10-K fod#@nal information.

Alabama Power Retail Regulatory Matte
Natural Disaster Resen

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — Alabama PowerMNatural Disaster
Reserve” of Southern Company in Iltem 7 and Note tB¢ financial statements of Southern Company utRietail Regulatory Matters — Alabama Power —
Natural Disaster Reser” in Iltem 8 of the Form 10-K.

On April 27, 2011, devastating storms swept throthghcentral part of Alabama causing significanhdge in parts of the service territory of Alabanasver
Over 400,000 of Alabama Power’s 1.4 million custosngere without electrical service immediately aftee storms, resulting from significant damage to
Alabama Power’s transmission and distribution fae#. The preliminary estimated cost associata veipairing the damage to facilities and restoring
electrical service to customers is between $40donithnd $55 million for operations and maintenaexgenses and between $180 million and $225 mifto
capital expenditures. Alabama Power maintains ervesfor operations and maintenance expenses &y toe cost of damages from major storms to Alakt
Power’s transmission and distribution facilities.

At March 31, 2011, the NDR had an accumulated lealar $127 million, which is included in the Conded Balance Sheets herein under other regulatory
liabilities, deferred. The accruals are reflecte@dperations and maintenance expenses in the Cegdi&tatements of Income herein.

Georgia Power Retail Regulatory Matters
Plant Branch Units 1 and 2 [-certification

See “Environmental Matters — Air Quality” and “— \féa Quality” herein and MANAGEMENT’'S DISCUSSION ANBNALYSIS — FUTURE
EARNINGS POTENTIAL — “Environmental Matters — Eneimnmental Statutes and Regulations — Air Qualitys* Water Quality,” and “— Coal
Combustion Byproducts” of Southern Company in I#2and Note 3 to the financial statements of Sout@ampany under “Retail Regulatory Matters —
Rate Plans” in Item 8 of the Form 10-K for addiibinformation regarding potential rules and retiatas being developed by the EPA, including thdityti
MACT rule for coal- and oil-fired EGUs, revisions éffluent guidelines for steam electric power pdaand additional regulation of coal combustion
byproducts; the State of Georgia's Multi-Pollut&utle; Georgia Power’s analysis of the potentiatcasd benefits of installing the required contrmisits
coal-fired generating units in light of these regigdns; and the 2010 ARP.
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On March 22, 2011, the board of the Georgia Depantrof Natural Resources began consideration offioations to the Georgia Multi-Pollutant Rule. The
proposed modifications would change the compliatates for certain of Georgia Power’s coal-firedegating units as follows:

Scherer ¢ July 1, 2011
Branch 1 December 31, 201
Branch 2 October 1, 201:
Branch 3 October 1, 201!
Branch 4 December 31, 201

The Multi-Pollutant Rule is designed to reduce ainiss of mercury, sulfur dioxide, and nitrogen @sdtatewide. The Utility MACT rule will also regié
emissions of mercury, in addition to other air pahts. All required controls, including SCR, sdreh and baghouse, are expected to be operatibRirat
Scherer Unit 3 by the required compliance datea Assult of these proposed rules, Georgia Poweaizagement expects to request that the Georgia PSC
approve de-certification of its Plant Branch Uritand 2, totaling 569 MWs of capacity, as of tHeafve dates for controls under the MPllutant Rule a
revised. Georgia Power continues to analyze thenpial costs and benefits of installing the reqiiitentrols on its remaining coal-fired units, irdilg Plant
Branch Units 3 and 4, in light of the proposedaaiality rules, as well as additional potential fied@egulations related to water quality and camhbustion
byproducts. Georgia Power may determine that netiaind replacing certain of its existing units wigw generating resources or purchased power i8 mor
economically efficient than installing the requirashtrols.

Under the terms of the 2010 ARP, any costs assatigith changes to Georgia Power’s approved enwvissral operating or capital budgets resulting from
new or revised environmental regulations through3?hat are approved by the Georgia PSC in cororeatith an updated integrated resource plan will be
deferred as a regulatory asset to be recoveredsowere period deemed appropriate by the Georg& B®orgia Power currently expects to file an updat
its integrated resource plan in late summer 20ti¢twwould include the Plant Branch Units 1 andezeértification request. In connection with thigfy,
Georgia Power expects to request the Georgia Papimve the deferral and related amortizatiomefretail portion of the related costs associatitl the
de-certification request. Georgia Power moved étailrportion of the net carrying value of PlanaBch Units 1 and 2 from plant in service, net of
depreciation, to other utility plant, net of depagion. Consistent with current ratemaking treattn&eorgia Power will continue to depreciate thasis
using the composite straight-line rates approvethbyGeorgia PSC, and upon actual retirement, éxpednclude the units’ remaining net carryingueln
rate base. However, the recovery periods for thege may change in connection with Georgia Poweap@ated integrated resource plan. As a resuhiisf t
regulatory treatment, the de-certification of PIBranch Units 1 and 2 is not expected to have @ifsignt impact on Southern Company'’s financial
statements.

The ultimate outcome of these matters cannot bermi@ied at this time.
Storm Damage Reserve

During April 2011, severe storms in Georgia causigdificant damage to Georgia Power’s distributoml transmission facilities. Georgia Power mairg@n
reserve for property damage to cover the operatimtgmaintenance cost of damages from major stats transmission and distribution lines as maedlat
by the Georgia PSC. As a result of this regulatmegtment, the storms are not expected to haveeriadmpact on Southern Company'’s financial
statements. See Note 1 to the financial statenoér@suthern Company under “Storm Damage Reserwel4éin 8 of the Form 10-K for additional
information.

Income Tax Matters
Bonus Depreciatior

In September 2010, the Small Business Jobs andt@e&icbf 2010 (SBJCA) was signed into law. The S8BJincludes an extension of the 50% bonus
depreciation for certain property acquired and gidbio service in 2010 (and for certain long-termstauction projects to be placed in service in 3011
Additionally, in December 2010, the Tax Relief, Wm@oyment Insurance Reauthorization, and Job Gre&tt (Tax Relief Act) was signed into law. Major
tax incentives in the Tax Relief Act include 100%nhs depreciation for property placed in servitera8eptember 8, 2010 and through 2011 (and foaioer
long-term construction projects to be placed iwiserin 2012) and 50% bonus depreciation for priypglaced in service in 2012 (and for certain |dagn
construction projects to be placed in service ih3Pwhich will have a positive impact on the fiwash flows of Southern Company. On March 29, 2011
the IRS issued additional guidance and safe haretang to the 50% and 100% bonus depreciatitesriBased on this guidance, Southern Company
estimates the potential increased cash flow fod20Ibe between approximately $350 million and $46ilon. The ultimate outcome of this matter cahno
be determined at this time.
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Construction Program

The subsidiary companies of Southern Company agagad in continuous construction programs to accodate existing and estimated future loads on
respective systems. Southern Company intends tincenits strategy of developing and constructiew myenerating facilities, including natural gamrbass
and potentially solar units at Southern Power, i@htyas and new nuclear units at Georgia Powertt#emper IGCC facility at Mississippi Power veal|
as adding environmental control equipment and edipgrthe transmission and distribution systems.tReitraditional operating companies, major geiam
construction projects are subject to state PSCoapjw in order to be included in retail rates. WI8buthern Power generally constructs and acquires
generation assets covered by long-term PPAs, acyriiracted capacity could negatively affect futeaenings. See Note 7 to the financial statements of
Southern Company under “Construction Program”eéml8 of the Form 10-K for estimated constructiopesditures for the next three years. In additiee, s
Note 3 to the financial statements of Southern Comgpunde“Retail Regulatory Matters — Georgia Power — Nucl€anstruction,” “Retail Regulatory
Matters — Georgia Power — Other Construction,” dRdtail Regulatory Matters — Mississippi Power tated Coal Gasification Combined Cycle” in
Item 8 of the Form 10-K and Note (B) to the CondehBinancial Statements under “State PSC Mattef3eergia Power — Nuclear Construction” and
“State PSC Matters — Mississippi Power — Integra@edl Gasification Combined Cycle” herein for aduhial information.

On March 11, 2011, a major earthquake and tsuntagksJapan and caused substantial damage to theangenerating units at the Fukushima Daiichi
generating plant. According to published repotis,dwner of these units is continuing work to stadithese units following a loss of operation tué tooling
systems for the units. While the Southern Compamstesn will continue to monitor this developing sition, it has not identified any immediate impacthe
licensing and construction of Plant Vogtle Unitarl 4 or the operation of the existing nuclear gpgtivgg units of Alabama Power and Georgia Power.

The events in Japan have created uncertaintiesndnaiffect transportation, price of fuels, avallgbof equipment from Japanese manufacturers,fahde
costs for operating nuclear plants. Specificatig, NRC plans to perform additional operational safitty reviews of nuclear facilities in the U.Shigh
could potentially impact future operations and tapiequirements.

See RISK FACTORS in Item 1A of Southern CompanthaForm 10-K for a discussion of certain riskagged with the licensing, construction, and
operation of nuclear generating units, includingeptial impacts that could result from a major dteeit at a nuclear facility anywhere in the worldeT
ultimate outcome of these events cannot be detedranthis time.

Other Matters

Southern Company and its subsidiaries are involvegrious other matters being litigated, reguhkatmiatters, and certain tax-related issues thaticaffiéct
future earnings. In addition, Southern Companyitmsgubsidiaries are subject to certain claimslagdl actions arising in the ordinary course ofilbess.

The business activities of Southern Company’s slidrsés are subject to extensive governmental egigul related to public health and the environmsath

as regulation of air emissions and water dischailgggation over environmental issues and clairhgarious types, including property damage, perkona
injury, common law nuisance, and citizen enforcenoéenvironmental requirements such as opacityaandnd water quality standards, has increased
generally throughout the U.S. In particular, peedonjury and other claims for damages caused legatl exposure to hazardous materials, and comawon |
nuisance claims for injunctive relief and propetamage allegedly caused by greenhouse gas andentiegions, have become more frequent. The ultimate
outcome of such pending or potential litigationiagaSouthern Company and its subsidiaries canagirédicted at this time; however, for current
proceedings not specifically reported herein dlate 3 to the financial statements of Southern Camgpn Item 8 of the Form 10-K, management does not
anticipate that the liabilities, if any, arisingfn such current proceedings would have a matatiadrae effect on Southern Company’s financial statgs.
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See the Notes to the Condensed Financial Statemergm for discussion of various other contingescregulatory matters, and other matters beiiygtéd
which may affect future earnings potential.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Southern Company prepares its consolidated finasizEitements in accordance with GAAP. Significastaanting policies are described in Note 1 to the
financial statements of Southern Company in Iteof 8ie Form 10-K. In the application of these piekic certain estimates are made that may haveexiaiat
impact on Southern Company’s results of operatimkrelated disclosures. Different assumptionsmae@asurements could produce estimates that are
significantly different from those recorded in firgancial statements. See MANAGEMENT'S DISCUSSIONI ANALYSIS — ACCOUNTING
POLICIES — “Application of Critical Accounting Palies and Estimates” of Southern Company in Itemfith®Form 10-K for a complete discussion of
Southern Company’s critical accounting policies astimates related to Electric Utility Regulati@gntingent Obligations, Unbilled Revenues, and Pens
and Other Postretirement Benefits.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Southern Company'’s financial condition remainedlstat March 31, 2011. Southern Company intend®tdinue to monitor its access to short-term and
long-term capital markets as well as its bank ¢r@aangements to meet future capital and liquidagds. See “Sources of Capital” and “Financing
Activities” herein for additional information.

Net cash provided from operating activities tote#8@8 million for the first quarter 2011, an incseaf $260 million from the corresponding perio@@10.
Significant changes in operating cash flow forfin& quarter 2011 as compared to the correspongimipd in 2010 include a decrease in accountsvaiole
balances primarily due to greater recovery of agests. Net cash used for investing activities eat&i884 million for the first quarter 2011, a des® of $204
million from the corresponding period in 2010. THecrease was primarily due to an increase in narigin-related accounts payable. Net cash used for
financing activities totaled $151 million for thiest quarter 2011, an increase of $150 million fritva corresponding period in 2010. This increase wa
primarily due to a decrease in notes payable.

Significant balance sheet changes for the firsttgu2011 include a decrease in prepaid expens&34% million due to a reduction in prepaid incormees
and an increase of $699 million in total propeptgnt, and equipment for the installation of equiminto comply with environmental standards and
construction of generation, transmission, and ifistion facilities. Other significant changes imdéuan increase in equity of $263 million.

The market price of Southern Company’s common sad&arch 31, 2011 was $38.11 per share (baseldeoclasing price as reported on the New York
Stock Exchange) and the book value was $19.3%@ee srepresenting a market-to-book ratio of 196 .&8tpared to $38.23, $19.21, and 199.0%,
respectively, at the end of 2010. The dividendtffierfirst quarter 2011 was $0.4550 per share cosdpar$0.4375 per share in the first quarter 2010.
April 2011, the quarterly dividend payable in J@@41 was increased to $0.4725 per share.

Capital Requirements and Contractual Obligations

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsrad Contractual
Obligations” of Southern Company in Item 7 of thee 10-K for a description of Southern Company’gita requirements for the construction programs of
its subsidiaries and other funding requirements@ated with scheduled maturities of long-term dabtwell as the related interest, preferred arntepence
stock dividends, leases, trust funding requiremeniteer purchase commitments, unrecognized taxfirene
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and interest, and derivative obligations. Approxieha$1.4 billion will be required through March,31012 for maturities and announced repurchaskmgf
term debt.

The construction programs of Southern Company’siglidries are currently estimated to include a bagel investment of $4.9 billion, $5.1 billion, &n
$4.5 billion for 2011, 2012, and 2013, respectivétgluded in these estimated amounts are enviratahexpenditures to comply with existing statwded
regulations of $341 million, $427 million, and $46®@lion for 2011, 2012, and 2013, respectivelyalidition, Southern Company currently estimates tha
potential incremental investments to comply witticipated new environmental regulations could rafngs $74 million to $289 million for 2011,

$191 million to $670 million for 2012, and $476 liwih to $1.9 billion for 2013. If the EPA’s propasltility MACT rule is finalized as proposed, Soath
Company estimates the potential investments in 20rhligh 2013 for new environmental regulations k&l closer to the upper end of the ranges st fort
above. The construction programs are subject todgierreview and revision, and actual constructosts may vary from these estimates because of
numerous factors. These factors include: changbasimess conditions; changes in load projectiohanges in environmental statutes and regulations;
changes in generating plants, including unit retiats and replacements, to meet new regulatoryreznents; changes in FERC rules and regulation§; PS
approvals; changes in legislation; the cost andieffcy of construction labor, equipment, and niatey project scope and design changes; storm itapascc
the cost of capital. In addition, there can be sgugance that costs related to capital expendiwitebe fully recovered.

Sources of Capital

Southern Company intends to meet its future cap#elbls through internal cash flow and externalriigdasuances. Equity capital can be provided fieomg
combination of Southern Company’s stock plans,gte\placements, or public offerings. The amounttanithg of additional equity capital to be raised i
2011, as well as in subsequent years, will be ngetit on Southern Company’s investment opportumitie

Except as described below with respect to poteDi@2E loan guarantees, the traditional operatinggamies and Southern Power plan to obtain the funds
required for construction and other purposes froorees similar to those used in the past, whicleypeimarily from operating cash flows, securityuiasces
term loans, short-term borrowings, and equity dbations from Southern Company. However, the amaype, and timing of any future financings, if
needed, will depend upon prevailing market condgjagegulatory approval, and other factors. See MEGREMENT’S DISCUSSION AND ANALYSIS —
FINANCIAL CONDITION AND LIQUIDITY — “Sources of Cajital” of Southern Company in Item 7 of the FormK@er additional information.

In June 2010, Georgia Power reached an agreemtnthei DOE to accept terms for a conditional commaitt for federal loan guarantees that would apg
future Georgia Power borrowings related to the rastion of Plant Vogtle Units 3 and 4. Any borraygs guaranteed by the DOE would be full recourse to
Georgia Power and secured by a first priority benGeorgia Power’s 45.7% undivided ownership irgeire Plant VVogtle Units 3 and 4. Total guaranteed
borrowings would not exceed the lesser of 70% igfl#e project costs or approximately $3.4 billi@amd are expected to be funded by the Federal Eimgn
Bank. Final approval and issuance of loan guararigehe DOE are subject to receipt of the combiDendstruction and Operating License for Plant Viagtl
Units 3 and 4 from the NRC, negotiation of defirdtiagreements, completion of due diligence by t@&Dreceipt of any necessary regulatory approeald,
satisfaction of other conditions. There can be ssueance that the DOE will issue loan guaranteeGéorgia Power.

In addition, Mississippi Power has applied to tHemfor federal loan guarantees to finance a poxifahe eligible construction costs of the Kempge€IC.
Mississippi Power is in advanced due diligence with DOE. There can be no assurance that the DOBsuie federal loan guarantees for Mississippi
Power.

Southern Company’s current liabilities frequentkgeed current assets because of the continued gsberd-term debt as a funding source to meet nashs
as well as scheduled maturities of long-term deébtmeet short-term cash needs and contingenciesh&o Company has substantial cash flow from
operating activities and access to capital markettyding commercial paper programs which are bedky bank credit facilities.
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At March 31, 2011, Southern Company and its suageh had approximately $410 million of cash arghaequivalents and approximately $4.8 billion of
unused committed credit arrangements with bankahith $1.6 billion expire in 2011 and $3.3 billierpire in 2012. Of the credit arrangements exgiim
2011 and 2012, $81 million contain provisions allogvtwo-year term loans executable at expiratioth $852 million contain provisions allowing one-year
term loans executable at expiration. At March 3,2 approximately $1.4 billion of the credit fatiéls were dedicated to providing liquidity supptarthe
traditional operating companies’ variable rate gidin control revenue bonds. See Note 6 to thenfirz statements of Southern Company under “Bank
Credit Arrangements” in Item 8 of the Form 10-K ayote (E) to the Condensed Financial Statementsrdiank Credit Arrangements” herein for
additional information. The traditional operatingngpanies may also meet short-term cash needs the8guthern Company subsidiary organized to issue
and sell commercial paper at the request and &bémefit of each of the traditional operating camips. At March 31, 2011, the Southern Companyesyst
had approximately $1.2 billion of commercial paperrowings outstanding with a weighted averagerésterate of 0.3% per annum. During the first cerart
2011, Southern Company had an average of $1.2biif commercial paper outstanding at a weightenlame interest rate of 0.3% per annum and the
maximum amount outstanding was $1.6 billion. Mamaget believes that the need for working capital lmaadequately met by utilizing commercial paper
programs, 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 Compenaler “Operating Leases” in Iltem 8 of the Form
10-K for information related to Mississippi Powelésse of a combined cycle generating facilitylanPDaniel. In April 2010, Mississippi Power was
required to notify the lessor, Juniper Capital Lift intended to terminate the lease at the efthe initial term expiring in October 2011. Missippi Power
chose not to give notice to terminate the leasssigsippi Power has the option to purchase ths onitenew the lease. Mississippi Power is requed
provide notice of its intent to either renew thasle or purchase the facility by July 2011. Thendte outcome of this matter cannot be determinéuisat
time.

Credit Rating Risk

Southern Company does not have any credit arrangerti&t would require material changes in payrsehédules or terminations as a result of a credit
rating downgrade. There are certain contractsabald require collateral, but not accelerated paytia the event of a credit rating change of derta
subsidiaries to BBB and Baa2, or BBB- and/or BaaBBabow. These contracts are for physical eletjripurchases and sales, fuel purchases, fuel
transportation and storage, emissions allowancesgg price risk management, and construction of generation. At March 31, 2011, the maximum
potential collateral requirements under these eatdrat a BBB and Baa2 rating were approximatelyn$gon and at a BBB- and/or Baa3 rating were
approximately $495 million. At March 31, 2011, timaximum potential collateral requirements undes¢heontracts at a rating below BBB- and/or Baa3
were approximately $2.5 billion. Generally, coll@lemay be provided by a Southern Company guaréettgr of credit, or cash. Additionally, any credi
rating downgrade could impact Southern Companyilgato access capital markets, particularly thert-term debt market.

Market Price Risk

Southern Company is exposed to market risks, pifynammodity price risk and interest rate risk uBtern Company may also occasionally have limited
exposure to foreign currency exchange rates. Tagethe volatility attributable to these exposusmsjthern Company nets the exposures, where pes&
take advantage of natural offsets and enters iatiows derivative transactions for the remainingosxres pursuant to Southern Company’s policieseas
such as counterparty exposure and risk managematiqes. Southern Compasypolicy is that derivatives are to be used pritpdor hedging purposes a
mandates strict adherence to all applicable riskagament policies. Derivative positions are moasitiausing techniques including, but not limitedn@rket
valuation, value at risk, stress testing, and seitgianalysis.
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Due to cost-based rate regulation and other vadossrecovery mechanisms, the traditional opegatompanies continue to have limited exposure tketa
volatility in interest rates, foreign currency, aoodity fuel prices, and prices of electricity. lddition, Southern Power’s exposure to market vithain
commodity fuel prices and prices of electricityimited because its long-term sales contracts shifistantially all fuel cost responsibility to tharchaser.
However, Southern Power has been and may continbe éxposed to market volatility in enengyyated commodity prices as a result of sales obotractet
generating capacity. To mitigate residual riskatreé to movements in electricity prices, the tiadial operating companies enter into physicaldipeice
contracts for the purchase and sale of electribityugh the wholesale electricity market and, tesaer extent, into financial hedge contracts &iural gas
purchases. The traditional operating companiesrmomto manage fuel-hedging programs implementedhgeguidelines of their respective state PSCs.
Southern Company had no material change in maidtieexposure for the first quarter 2011 when coragarith the December 31, 2010 reporting period.

The changes in fair value of energy-related dekieatontracts, the majority of which are composerkegulatory hedges, for the three months ended
March 31, 2011 were as follows:

First Quarter

2011

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pegsets (liabilities), n $(19€)
Contracts realized or settlr 38
Current period chang¢@ —
Contracts outstanding at the end of the periodgtagbabilities), ne $(158)

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

The change in the fair value positions of the epeedated derivative contracts for the three momthded March 31, 2011 was an increase of $38 mijllio
substantially all of which is due to natural gasipions. The change is attributable to both thein@ of mmBtu and prices of natural gas. At MarchZ8 1,
Southern Company had a net hedge volume of 154li2minmBtu with a weighted average contract cqgiraximately $1.09 per mmBtu above market
prices, compared to 149.3 million mmBtu at Decen83gr2010 with a weighted average contract costaapately $1.35 per mmBtu above market prices.
The majority of the natural gas hedges are recoviim®ugh the traditional operating companies’ fuadt recovery clauses.

The fair value of energy-related derivative cortsdry hedge designation reflected in the finargtiaiements as assets (liabilities) consists ofal@ving:

Asset (Liability) Derivatives March 31, 2011 December 31, 201
(in millions)

Regulatory hedge $(15€) $(199)

Cash flow hedge — (0]

Not designate! (2) (2

Total fair value $(15¢) $(19€)

Energy-related derivative contracts which are destiegd as regulatory hedges relate to the traditimmerating companies’ fuel-hedging programs, where
gains and losses are initially recorded as reguyldi@bilities and assets, respectively, and thenircluded in fuel expense as they are recovénedigh the
fuel cost recovery clauses. Gains and losses agyemnelated derivatives that are designated as ft@sthedges are used to hedge anticipated pursteast
sales and are initially deferred in OCI before beaiacognized in income in the same period as thgdwtransaction. Gains and losses on energy-dlelate
derivative contracts that are not designated otdajualify as hedges are recognized in the statgsnof income as incurred.
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Total net unrealized pre-tax gains (losses) reamghin income for the three months ended Marct2811 and 2010 were not material.

Southern Company uses over-the-counter contraatstk not exchange traded but are fair valuedyysiices which are market observable, and thusrll
Level 2. See Note (C) to the Condensed Financék8tents herein for further discussion on fair @aheasurements. The maturities of the energy-telate
derivative contracts and the level of the fair edhierarchy in which they fall at March 31, 2011lrevas follows:

March 31, 2011
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $ — $ — $— $—
Level 2 (15€) (125) (33 —
Level 3 — — — —
Fair value of contracts outstanding at end of $(15¢8) $(125) $(33) $—

The Dodd-Frank Wall Street Reform and Consumerdetmn Act (Dodd-Frank Act) enacted in July 201@ldampact the use of over-the-counter
derivatives by Southern Company. Regulations tdempnt the Dodd-Frank Act could impose additiomajuirements on the use of over-the-counter
derivatives, such as margin and reporting requirgmevhich could affect both the use and cost efrdkie-counter derivatives. The impact, if any,rarbe
determined until regulations are finalized.

For additional information, see MANAGEMENT'S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Market Price

Risk” of Southern Company in Item 7 and Note 1 urf@énancial Instruments” and Note 11 to the fin@hstatements of Southern Company in Item 8 of the
Form 10-K and Note (H) to the Condensed Finandi@ie®nhents herein.

Financing Activities

During the first quarter 2011, Southern Companyéasisapproximately 5.8 million shares of commonlsfoc $193 million through the Southern Investment
Plan and employee and director stock plans. Theegas were primarily used for general corporatpgmes, including the investment by Southern Company
in its subsidiaries, and to repay short-term indébess.

In January 2011, Georgia Power’s $100 million aggte principal amount of Series S 4.0% Senior NdtesJanuary 15, 2011 matured.

In January 2011, Georgia Power issued $300 mifliggregate principal amount of Series 2011A FloaRage Senior Notes due January 15, 2013. The
proceeds were used for general corporate purpossding Georgia Power’s continuous constructioogpam.

In March 2011, Alabama Power issued $250 milliogragate principal amount of Series 2011A 5.50% @edotes due March 15, 2041. The proceeds were
used for general corporate purposes, including aiabPower’s continuous construction program.

In March 2011, Georgia Power’s $300 million var@abhte bank term loan due on March 4, 2011 matameldvas partially replaced by two one-year
$125 million aggregate principal amount variable t@ank loans that bear interest based on one-noBOR.
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Subsequent to March 31, 2011, Georgia Power is828d million aggregate principal amount of Seri@$1B 3.0% Senior Notes due April 15, 2016. The
proceeds were used to repay short-term debt argefoeral corporate purposes, including Georgia Pewentinuous construction program.

Also subsequent to March 31, 2011, Georgia Poweshased and is holding $113.5 million of pollutimmtrol revenue bonds. The bonds are expected to be
re-marketed to investors at a future date.

Subsequent to March 31, 2011, Gulf Power extenldednaturity date of a $110 million bank note udtihe 30, 2011.

Subsequent to March 31, 2011, Mississippi Powegredtinto a one-year $75 million aggregate prirlcGpaount long-term floating rate bank loan thatrbea
interest based on one-month LIBOR. The proceeds wsed to repay short-term debt and for generglocate purposes, including Mississippi Power’s
continuous construction program.

In addition to any financings that may be necestameet capital requirements and contractual abtigs, Southern Company and its subsidiariestplan
continue, when economically feasible, a programetwe higher-cost securities and replace thesigatibns with lower-cost capital if market condit®
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 registre
and Note 1 to the financial statements of eaclstegit under “Financial Instruments,” Note 11 te fimancial statements of Southern Company, Alabama
Power, and Georgia Power, Note 10 to the finarst&tbments of Gulf Power and Mississippi Power,Mate 9 to the financial statements of Southernd?®
in Item 8 of the Form 10-K. Also, see Note (H)he Condensed Financial Statements herein for irdtbom relating to derivative instruments.

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

As of the end of the period covered by this qurtexport, Southern Company, Alabama Power, GedPgiaer, Gulf Power, Mississippi Power, and
Southern Power conducted separate evaluations timelsupervision and with the participation of eacmpany’s management, including the Chief
Executive Officer and the Chief Financial Officef the effectiveness of the design and operatich®tisclosure controls and procedures (as defined
Sections 13a-15(e) and 15d-15(e) of the Secufitiehange Act of 1934). Based upon these evaluatibasChief Executive Officer and the Chief Finahci
Officer, in each case, concluded that the disclsontrols and procedures are effective.

(b) Changes in internal controls.

There have been no changes in Southern Companiglaka Power’s, Georgia Power’s, Gulf Power’s, M&ppi Power’s, or Southern Power’s internal
control over financial reporting (as such terméginked in Rules 13a-15(f) and 15d-15(f) under teewities Exchange Act of 1934) during the firsadar
2011 that have materially affected or are reasgnidddly to materially affect Southern Company’daBama Power’s, Georgia Power’s, Gulf Power’s,
Mississippi Power’s, or Southern Power’s interr@itcol over financial reporting.
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Operating Revenues

Retail revenue

Wholesale revenues, r-affiliates
Wholesale revenues, affiliat
Other revenue

Total operating revenus
Operating Expenses

Fuel

Purchased power, n-affiliates
Purchased power, affiliatt
Other operations and maintenal
Depreciation and amortizatic
Taxes other than income tax
Total operating expens
Operating Income

Other Income and (Expense)

Allowance for equity funds used during construci

Interest incom

Interest expense, net of amounts capital

Other income (expense), r
Total other income and (expen:

Earnings Before Income Taxe:
Income taxe:

Net Income

Dividends on Preferred and Preference Stoc

ALABAMA POWER COMPANY

CONDENSED STATEMENTS OF INCOME (UNAUDITED)

Net Income After Dividends on Preferred and Preferace Stock

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAULED)

Net Income After Dividends on Preferred and Preferace Stock

Other comprehensive income (los
Qualifying hedges

Changes in fair value, net of tax of $2 al-, respectively
Reclassification adjustment for amounts includedehincome, net of tax o- and $1, respectivel
Total other comprehensive income (loss

Comprehensive Income

For the Three Month
Ended March 31

2011 2010

(in millions)

$ 1,12¢ $ 1,17¢

68 172

75 98

51 49

1,32( 1,49¢

39t 48¢

11 18

46 52

297 31C

157 14¢

85 82

991 1,09¢

32¢ 39¢

5 13

4 4

(74) (75)

_©® )
@ (64)

25¢ 33t
96 122
162 21z
10 10

For the Three Month
Ended March 31

2011 2010
(in millions)
$ 152 $ 208
2 J—
— 1
2 1
$ 154 $ 204

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

2011 2010
(in millions)
Operating Activities:
Net income $ 16z $ 21%
Adjustments to reconcile net income to net cashigeal from operating activitie—
Depreciation and amortization, to 18t 16¢
Deferred income taxe 59 47
Allowance for equity funds used during construct (5) 13
Pension, postretirement, and other employee bei (11) (8)
Stock based compensation expe 3
Hedge settlemen 4 —
Storm damage accrue 1 2
Other, ne 4) 4
Changes in certain current assets and liabil—
-Receivable! 51 11
-Fossil fuel stocl 3 13
-Materials and supplie 10 (©)
-Other current asse (69 (78)
-Accounts payabl (153 (75)
-Accrued taxe: 16C 69
-Accrued compensatic (67) (42)
-Other current liabilitie: 2 (38)
Net cash provided from operating activit 327 274
Investing Activities:
Property addition (213 (255)
Distribution of restricted cash from pollution cositrevenue bond 11 5
Nuclear decommissioning trust fund purche 97) 39
Nuclear decommissioning trust fund se 39
Cost of removal, net of salvas 8) (5)
Change in construction payab ) (26)
Other investing activitie (12) 17
Net cash used for investing activiti (2249 (299
Financing Activities:
Proceed—

Capital contributions from parent compe 5 6

Senior notes issuanc 25C —
Redemption—

Senior note: (200) —
Payment of preferred and preference stock divid (20 (20
Payment of common stock divider (13¢) (136)
Other financing activitie (5 @)
Net cash used for financing activiti (99 (141
Net Change in Cash and Cash Equivalent 5 (165
Cash and Cash Equivalents at Beginning of Perio 154 36¢
Cash and Cash Equivalents at End of Perio $  15¢ $  20¢
Supplemental Cash Flow Information:

Cash paid during the period i—

Interest (net of $2 and $5 capitalized for 2011 2080, respectively $ 72 $ 59

Income taxes (net of refunc (110 19
Noncash transactio— accrued property additions at end of pel 48

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

At March 31, At December 3:
Assets 2011 2010
(in millions)

Current Assets:
Cash and cash equivalel $ 15¢ 154
Restricted cash and cash equivale 7 18
Receivable—

Customer accounts receival 321 362

Unbilled revenue 11C 152

Under recovered regulatory clause rever 10 5

Other accounts and notes receive 33 35

Affiliated companies 89 57

Accumulated provision for uncollectible accou (20 (20
Fossil fuel stock, at average ¢ 38¢ 391
Materials and supplies, at average ¢ 33€ 34¢
Vacation pay 56 55
Prepaid expenst 14C 20¢
Other regulatory assets, curr 32 38
Other current asse 7 10
Total current asse 1,67¢ 1,827
Property, Plant, and Equipment:
In service 20,21¢ 19,96¢
Less accumulated provision for deprecia 7,03¢ 6,931
Plant in service, net of depreciati 13,18( 13,03¢
Nuclear fuel, at amortized cc 317 28¢
Construction work in progre: 42¢ 547
Total property, plant, and equipme 13,92¢ 13,86¢
Other Property and Investments:
Equity investments in unconsolidated subsidis 63 64
Nuclear decommissioning trusts, at fair ve 57¢& 552
Miscellaneous property and investme 71 71
Total other property and investme 712 687
Deferred Charges and Other Assets
Deferred charges related to income te 45€ 48¢
Prepaid pension cos 267 257
Deferred under recovered regulatory clause reve 5 4
Other regulatory assets, defer 673 67t
Other deferred charges and as: 20¢ 19¢€
Total deferred charges and other as 1,61( 1,62(
Total Assets $ 17,92¢ 17,99:

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

At March 31, At December 3:
Liabilities and Stockholder’'s Equity 2011 2010
(in millions)

Current Liabilities:
Securities due within one ye $ — 8 20C
Accounts payabl—

Affiliated 15€ 21C

Other 17C 273
Customer deposi 86 86
Accrued taxe—

Accrued income taxe 4 2

Other accrued taxe 51 32
Accrued interes 62 63
Accrued vacation pa 45 45
Accrued compensatic 34 98
Liabilities from risk management activiti 24 31
Over recovered regulatory clause rever 23 22
Other current liabilitie: 39 41
Total current liabilities 69¢€ 1,10«
Long-term Debt 6,23t 5,987
Deferred Credits and Other Liabilities:
Accumulated deferred income tav 2,774 2,747
Deferred credits related to income ta 86 85
Accumulated deferred investment tax cre 15& 157
Employee benefit obligatior 30¢ 311
Asset retirement obligatior 52¢ 52(
Other cost of removal obligatiol 71z 701
Other regulatory liabilities, deferre 23¢€ 217
Other deferred credits and liabiliti 90 87
Total deferred credits and other liabiliti 4,89( 4,82°¢
Total Liabilities 11,82 11,91¢
Redeemable Preferred Stocl 34z 34z
Preference Stock 342 34:
Common Stockholde’s Equity:
Common stock, par value $40 per sk—

Authorized- 40,000,000 share

Outstandin¢- 30,537,500 share 1,222 1,22:
Paic-in capital 2,16¢ 2,15¢
Retained earning 2,03¢ 2,022
Accumulated other comprehensive | (5) (7)
Total common stockhold's equity 5,41¢ 5,39:
Total Liabilities and Stockholder's Equity $ 17,928 $ 17,99«

The accompanying notes as they relate to AlabamePare an integral part of these condensed fiahstatements.
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FIRST QUARTER 2011 vs. FIRST QUARTER 2010

OVERVIEW

Alabama Power operates as a vertically integratiéity yproviding electricity to retail and wholesatustomers within its traditional service areated withir
the State of Alabama and to wholesale custometwsiisoutheast. Many factors affect the opportusiitballenges, and risks of Alabama Power’s primary
business of selling electricity. These factorsudel the ability to maintain a constructive regufanvironment, to maintain and grow energy saiesrg
economic conditions, and to effectively manage sexlire timely recovery of costs. These costs ircthdse related to projected long-term demand drowt
increasingly stringent environmental standardd, ftapital expenditures, and restoration followingjor storms. Appropriately balancing required s@std
capital expenditures with customer prices will con¢ to challenge Alabama Power for the foresecaitlee.

Alabama Power continues to focus on several kefppaance indicators. These indicators include gustosatisfaction, plant availability, system reilidyn
and net income after dividends on preferred anfeprace stock. For additional information on thieskcators, see MANAGEMENT'S DISCUSSION AND
ANALYSIS — OVERVIEW - “Key Performance Indicatorsf Alabama Power in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$(51) (25.1)

Alabama Power’s net income after dividends on preteand preference stock for the first quarterl2@as $152 million compared to $203 million for the
corresponding period in 2010. The decrease wasapitymdue to reductions in wholesale revenues feates to non-affiliates in the first quarter 20t a
significantly colder weather in the first quart&1®. The decrease in revenue was partially offgetdereases in operations and maintenance expandem
increase in revenues under Rate CNP Environmesgakéated with the completion of construction prigeelated to environmental mandates.

Retail Revenue

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(50) (4.3)

In the first quarter 2011, retail revenues werd $illion compared to $1.18 billion for the copesding period in 2010.
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Details of the change to retail revenues are dgvist

First Quarter

2011
(in millions) (% change’
Retail- prior year $1,17¢
Estimated change —
Rates and pricin 26 2.2
Sales growth (decline ?3) 0.2
Weathel (45) (3.9
Fuel and other cost recove (28) (2.4)
Retail- current yea $1,12¢ (4.9%

Revenues associated with changes in rates andgiitireased in the first quarter 2011 when contptiréhe corresponding period in 2010 primarily ttlue
increased revenues associated with Rate CNP Emvéntal. The increase was due to the completiomi$ttuction projects related to environmental
mandates, although there was no increase in the@€4P Environmental billing factors in 2011.

Revenues attributable to changes in sales decrstightly in the first quarter 2011 from the copesading period in 2010. Weathadjusted residential KW
energy sales decreased 2.7% due to a decreasgt@meun demand. Weather-adjusted commercial KWHggrsales decreased 1.0% due to decreases in the
number of customers and demand. Industrial KWHgnsales increased 9.5% due to an increase in dkreanlting from changes in production levels
primarily in the chemical and primary metals sestor

Revenues resulting from changes in weather deatéaghbe first quarter 2011 when compared to theesponding period in 2010. Residential and
commercial sales revenues decreased 7.1% and teSpectively, as a result of significantly coldexather in the corresponding period in 2010.

Fuel and other cost recovery revenues decreadbd first quarter 2011 when compared to the comeding period in 2010 primarily due to a decrease i
fuel costs associated with decreased KWH generatidra decrease in costs associated with PPAfazdd by the Alabama PSC. Electric rates include
provisions to recognize the full recovery of fuebts, purchased power costs, PPAs certificatetid@labama PSC, and costs associated with the NDR.
Under these provisions, fuel and other cost regor@renues generally equal fuel and other costvegoexpenses and do not impact net income.

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

Wholesale Revenues — Non-Affiliates
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$(104) (60.5)

Wholesale revenues from non-affiliates will varydading on the market cost of available energy @etpto the cost of Alabama Power and Southern
Company system-owned generation, demand for eneitgin the Southern Company service territory, amdilability of Southern Company system
generation.

In the first quarter 2011, wholesale revenues fram-affiliates were $68 million compared to $172lion for the corresponding period in 2010, reflegta
$55 million decrease in revenue from energy sateissa$49 million decrease in capacity revenue. @lagease was primarily due to a 66.3% decrease in
KWH sales, partially offset by a
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16.8% increase in the price. In May 2010, the lterga unit power sales contracts expired and thepavwer sales capacity revenues ceased, resuftiag i
$102 million revenue reduction as compared to ifisé duarter 2010. Beginning in June 2010, suclacip subject to the unit power sales contractsivec
available for retail service. See MANAGEMENT'S DIBSSION AND ANALYSIS — RESULTS OF OPERATIONS — “Opging Revenues” of Alabama
Power in Item 7 of the Form 10-K for additionalormation.

Wholesale Revenues — Affiliates

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(23) (23.5)

Wholesale revenues from affiliates will vary depiegdon demand and the availability and cost of gatireg resources at each company within the Soather
Company system. These affiliate sales are madeciordance with the IIC, as approved by the FER@s€EHransactions do not have a significant impact o
earnings since the energy is generally sold at imalrgost.

In the first quarter 2011, wholesale revenues feffiiates were $75 million compared to $98 millitor the corresponding period in 2010. This decemas
due to a 19.0% decrease in price and a 5.3% decie#&/VH sales.

Fuel and Purchased Power Expenses

First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’

Fuel* $ (94) (19.2)
Purchased powe nor-affiliates @) (38.9)
Purchased pow¢ affiliates (6) (11.5)
Total fuel and purchased power exper $(107)

* Fuel includes fuel purchased by Alabama Powetditing agreements where power is generated bptbeider and is included in purchased power when
determining the average cost of purchased pc

In the first quarter 2011, total fuel and purchapeder expenses were $452 million compared to $56in for the corresponding period in 2010. This
decrease was primarily due to a $49 million de@@asgotal KWHs generated, a $28 million decreasié cost of fuel, and a $20 million decreasden t
average cost of purchased power.

Fuel and purchased power transactions do not haigndicant impact on earnings since energy exgemrse generally offset by energy revenues through
Rate ECR. See FUTURE EARNINGS POTENTIAL — “AlabaRaC Matters — Retail Fuel Cost Recovery” hereirafititional information.

Details of Alabama Power’s cost of generation amcipased power are as follows:

First Quartel First Quartel Percen
Average Cos 2011 2010 Change
(cents per net KWF
Fuel* 2.62 2.8C (6.4)
Purchased pow 5.2¢ 7.0¢ (25.9)

* KWHs generated by hydro are excluded from the ayeecast of fuel

In the first quarter 2011, fuel expense was $395anicompared to $489 million for the corresporgljperiod in 2010. The $94 million decrease wastdue
14.6% decrease in KWHSs generated by coal, an 8d&edse in KWHs generated by natural gas, andB&aldecrease in the average cost of KWHs
generated by natural gas, which excludes fuel &ssolcwith tolling agreements.
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Nor-Affiliates

In the first quarter 2011, purchased power expémase non-affiliates was $11 million compared to $t8lion for the corresponding period in 2010. This
decrease was related to a 75.6% decrease in thenawfoenergy purchased, partially offset by a 3#®increase in the average cost per KWH.

Energy purchases from non-affiliates will vary deg@g on the market cost of available energy coeghéo the cost of Southern Company system-generatec
energy, demand for energy within the Southern Comsgstem service territory, and availability ofuitiern Company system generation.

Affiliates

In the first quarter 2011, purchased power expéuse affiliates was $46 million compared to $52liait for the corresponding period in 2010. This rdes:
was related to a 39.9% decrease in the averag@eokiWH, partially offset by a 14.0% increasehe amount of energy purchased.

Energy purchases from affiliates will vary depeigdiom demand and the availability and cost of gamgraesources at each company within the Southern
Company system. These purchases are made in ancerdih the 1IC, or other contractual agreemesgsapproved by the FERC.

Other Operations and Maintenance Expenses

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(13) (4.2)

In the first quarter 2011, other operations andntesiance expenses were $297 million compared t0 88llion for the corresponding period in 2010.
Administration and general expenses decreased 8melated to decreases in affiliated servicenpanies’ expenses, property insurance expense,
employee medical and other beneétated expenses, and injuries and damages expéhsgear production expenses decreased $8 miliionarily due to :
change to the nuclear maintenance outage accourigss associated with the routine refuelingriets, as approved by the Alabama PSC in Augu$0:
As a result, no nuclear maintenance outage expeaviddm recognized in 2011, reducing nuclear picithn expense by approximately $50 million as
compared to 2010. See MANAGEMENT'S DISCUSSION ANDIALYSIS — FUTURE EARNINGS POTENTIAL — “PSC MattersNuclear Outage
Accounting Order” of Alabama Power in Iltem 7 of herm 10-K for additional information. In additiotine decrease in nuclear production expenses was
partially offset by an increase in maintenancesosiated to increases in labor. Transmission #stdhlition expenses increased $4 million primadle to
overhead line clearing costs.

Depreciation and Amortizatiol

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$12 8.3

In the first quarter 2011, depreciation and amatiin was $157 million compared to $145 million foe corresponding period in 2010. The increasedua
to additions of property, plant, and equipment jariily related to environmental mandates (whichadfget by revenues associated with Rate CNP
Environmental), distribution, and transmission pots.
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Allowance for Equity Funds Used During Constructic

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(8) (61.5)

In the first quarter 2011, AFUDC equity was $5 roill compared to $13 million for the correspondirgied in 2010. This decrease was due to the
completion of environmental construction projedt®lants Barry, Gaston, and Miller.

Income Taxes

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(26) (21.3)

For the first quarter 2011, income taxes were $8om compared to $122 million for the correspamgliperiod in 2010. This decrease was primarily tdue
lower 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 fetur
earnings depends on numerous factors that affeaifportunities, challenges, and risks of Alabamad?’s primary business of selling electricity. Ehe
factors include Alabama Powsrability to maintain a constructive regulatory iorment that continues to allow for the timelyaeery of prudently incurre
costs during a time of increasing costs. Futuraiegs in the near term will depend, in part, upaintaining energy sales which is subject to a nurobe
factors. These factors include weather, competitienv energy contracts with neighboring utilitiesergy conservation practiced by customers, troe fi
electricity, the price elasticity of demand, and thte of economic growth or decline in Alabama €dsvservice area. Changes in economic conditionsat
sales for Alabama Power and the pace of the ecan@oovery remains uncertain. The timing and exdétihe economic recovery will impact growth and
may impact future earnings. For additional inforimatelating to these issues, see RISK FACTOR$eim ILA and MANAGEMENT'’S DISCUSSION AND
ANALYSIS — FUTURE EARNINGS POTENTIAL of Alabama P@win Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental statutes and regulations coffiéttaearnings if such costs cannot continue tfubg
recovered in rates on a timely basis. Further, dniglosts that are recovered through regulated catgd contribute to reduced demand for electrjaithich
could negatively impact results of operations, déshis, and financial condition. See MANAGEMENT'S®CUSSION AND ANALYSIS — FUTURE
EARNINGS POTENTIAL — “Environmental Matters” of Atema Power in Item 7 and Note 3 to the financitieshents of Alabama Power under
“Environmental Matters” in Item 8 of the Form 10fé¢ additional information.

New Source Review Actior

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — New @oe Review Actions”
of Alabama Power in Item 7 and Note 3 to the finalstatements of Alabama Power under “Environmdvittters — New Source Review Actionis’’ltem 8
of the Form 10-K for additional information regardicivil actions brought by the EPA against cerauthern Company subsidiaries. The EPA’s action
against Alabama Power alleged that Alabama Povataiteid the NSR provisions of the Clean Air Act aeldted
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state laws with respect to certain of its coaldigenerating facilities. On March 14, 2011, the .UDBtrict Court for the Northern District of Alab®a granted
Alabama Power’s motion for summary judgment omrethaining claims and dismissed the case with piegudhe EPA has the right to appeal within
60 days of the order. The ultimate outcome of tggter cannot be determined at this time.

Carbon Dioxide Litigation
Kivalina Case

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — CarbBioxide Litigation —
Kivalina Case” of Alabama Power in Item 7 and N®t® the financial statements of Alabama Power ufiglevironmental Matters — Carbon Dioxide
Litigation — Kivalina Case” in Item 8 of the Forn@-K for additional information regarding carbon xie litigation. On February 23, 2011, the U.S. Gai
Appeals for the Ninth Circuit issued an order stgythe case until June 15, 2011. The ultimate oogcof this matter cannot be determined at this.time

Air Quality

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envinmental Statutes and
Regulations — Air Quality” of Alabama Power in Itéfrof the Form 10-K for additional information redig regulation of air quality. On May 3, 2011eth
EPA published a proposed rule, called Utility MAQWaximum Achievable Control Technology), which wduinpose stringent emission limits on coal- and
oil-fired electric utility steam generating uniEGUs). The proposed rule establishes numeric eonidinits for acid gases, mercury, and total pattite
matter. Meeting the proposed limits would likelguée additional emission control equipment suckasbbers, SCRs, baghouses, and other control
measures at many coal-fired EGUs. Pursuant to @-epproved consent decree, the EPA must issuebrfile by November 16, 2011. Compliance for
existing sources would be required three years tfteeffective date of the final rule. In the pospd rule, the EPA discussed the possibility afiecgear
compliance extension which could be granted byERA or the states on a case-by-case basis if ragesisfinalized as proposed, compliance with thike
would require significant capital expenditures andhpliance costs at many of Alabama Powéatilities which could impact unit retirement aeghlacemer
decisions. In addition, results of operations, déshis, and financial condition could be impactéthe costs are not recovered through regulatess rat
Further, there is uncertainty regarding the abdityhe electric utility industry to achieve corgaice with the requirements of the proposed rulbiwthe
proposed compliance period, and the limited compkaperiod could negatively impact electric systetiability. The outcome of this rulemaking caniet
determined at this time.

In October 2008, the EPA approved a revision tdAfaa’s State Implementation Plan (SIP) requiremmtésed to opacity which granted some flexibitiby
affected sources while requiring compliance with#dma’s very strict opacity limits through use ofiinuous opacity monitoring system data. In agleni
published on April 6, 2011, the EPA responded temvironmental group’s request for reconsideralipmttempting to rescind its previous approvalhef t
Alabama SIP revision. On April 8, 2011, Alabama Rof¥iled an appeal of that decision with the U.8uf of Appeals for the Eleventh Circuit and redad
the court to stay the effectiveness of the EPAtsmapted rescission pending judicial review. Absestay, the EPA’s decision will become effectiveyh\ga
2011 and the rule under which Alabama Power has bperating since January 2009 may not be availallless Alabama Power’s appeal is resolved in its
favor by the court. If the EPA’s decision is allavi® take effect, it will likely impact unit avalidity and result in increased maintenance and damge
costs. The final outcome of this matter cannotdtemhined at this time.
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Water Quality

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envirmental Statutes and
Regulations — Water Quality” of Alabama Power init7 of the Form 10-K for additional informatiorgeeding regulation of water quality. On April 20,
2011, the EPA proposed a rule that establisheslatds for reducing impacts to fish and other aqu#é caused by cooling water intake structuresxégting
power plants and manufacturing facilities. The @l addresses cooling water intake structuresearunits at existing facilities. The rule focuses
reducing adverse impacts to fish and other aglitgidue to impingement (when fish and other aquiifié are trapped by water flow velocity against a
facility’s cooling water intake structure screeasyl entrainment (when aquatic organisms are dramugh a facility’s cooling water system after eing
through the cooling water intake structure). Aféettooling water intake structures would have togly with national impingement standards (for irtak
velocity or alternatively numeric impingement retioc standards) and entrainment reduction requineen@etermined on a case-by-case basis). Thesrule’
proposed impingement standards could require téggizal improvements to cooling water intake stawes at many of Alabama Powggxisting generatin
facilities, including facilities with closed-cycte-circulating cooling systems (cooling towers).ddgress the rule’s entrainment standards, faslitith
once-through cooling systems may have to installicg towers. New units constructed at existinghpavould have to meet the national impingement
standards and install closed-cycle cooling or tn@alent to meet the entrainment mandate. The E&fagreed in a settlement agreement to issuala fin
rule by July 27, 2012. If finalized as proposednsaf Alabama Power’s facilities may be subjedigmificant additional capital expenditures and
compliance costs that could affect future unitreztient and replacement decisions. Also, resultgefations, cash flows, and financial conditionldde
significantly impacted if such costs are not recedehrough regulated rates. The ultimate outcohtki® rulemaking cannot be determined at this time

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 financial statementAlabama Power under “Retail Regulatory MattersuelFCost Recovery” in Item 8 of the Form 10-K for
information regarding Alabama Power's fuel cosorary. Alabama Powes’under recovered fuel costs as of March 31, 26thled $15 million as compar

to $4 million at December 31, 2010. These undevvered fuel costs at March 31, 2011 are includaghiter recovered regulatory clause revenues and
deferred under recovered regulatory clause revemuddabama Power’'s Condensed Balance Sheets h&hamclassification is based on an estimate which
includes such factors as weather, generation &ilit§a energy demand, and the price of energyhAnge in any of these factors could have a maienjzéci

on the timing of any recovery of the under recoddte| costs.

Natural Disaster Reserv

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — Natural Disaskeserve” of Alabama
Power in Item 7 and Note 3 to the financial statetmender “Retail Regulatory Matters — Natural Btsa Reserve” in Item 8 of the Form 10-K for aduhal
information.

On April 27, 2011, devastating storms swept throthghcentral part of Alabama causing significanhdge in parts of the service territory of Alabanaaver
Over 400,000 of Alabama Power’s 1.4 million custosngere without electrical service immediately aftee storms, resulting from significant damage to
Alabama Power’s transmission and distribution fae#. The preliminary estimated cost associatat veipairing the damage to facilities and restoring
electrical service to customers is between $40donitind $55 million for operations and maintenaexgenses and between $180 million and $225 mifto
capital expenditures. Alabama Power maintains ervesfor operations and maintenance expenses & toe cost of damages from major storms to Alak
Power’s transmission and distribution facilities.

42




Table of Contents

ALABAMA POWER COMPANY
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

At March 31, 2011, the NDR had an accumulated lealar $127 million, which is included in the Conded Balance Sheets herein under other regulatory
liabilities, deferred. The accruals are reflecte@perations and maintenance expenses in the Cegdi&tatements of Income herein.

Income Tax Matters
Bonus Depreciatior

In September 2010, the Small Business Jobs andt@we&tcbf 2010 (SBJCA) was signed into law. The S8RBJincludes an extension of the 50% bonus
depreciation for certain property acquired and gubio service in 2010 (and for certain long-termstauction projects to be placed in service in 2011
Additionally, in December 2010, the Tax Relief, Wm@oyment Insurance Reauthorization, and Job Gne#tt (Tax Relief Act) was signed into law. Major
tax incentives in the Tax Relief Act include 100%nbs depreciation for property placed in serviteré@eptember 8, 2010 and through 2011 (and foaioer
long-term construction projects to be placed iwviserin 2012) and 50% bonus depreciation for priypgliaced in service in 2012 (and for certain Idagn
construction projects to be placed in service ih3Pwhich will have a positive impact on the figwash flows of Alabama Power. On March 29, 2044, t
IRS issued additional guidance and safe harboasimglto the 50% and 100% bonus depreciation rélased on this guidance, Alabama Power estimages th
potential increased cash flow for 2011 to be betwaggproximately $100 million and $150 million. Thkimate outcome of this matter cannot be deterthine
at this time.

Other Matters

Alabama Power is involved in various other mattmmg litigated and regulatory matters that codifdch future earnings. In addition, Alabama Poveer i
subject to certain claims and legal actions ariginpe ordinary course of business. Alabama Panmrsiness activities are subject to extensive goventa
regulation related to public health and the envitent, such as regulation of air emissions and wiiseharges. Litigation over environmental issuss$ a
claims of various types, including property damgggsonal injury, common law nuisance, and citeeforcement of environmental requirements such as
opacity and air and water quality standards, hagased generally throughout the U.S. In partigylarsonal injury and other claims for damages edily
alleged exposure to hazardous materials, and conemonuisance claims for injunctive relief and pedy damage allegedly caused by greenhouse gas and
other emissions, have become more frequent. Theai outcome of such pending or potential litigatagainst Alabama Power cannot be predicted st thi
time; however, for current proceedings not spegifficreported herein or in Note 3 to the finanatdtements of Alabama Power in Item 8 of the FobaK1
management does not anticipate that the liabilitfemy, arising from such current proceedings lddwave a material adverse effect on Alabama Pawer’
financial statements.

The events in Japan have created uncertaintiesnidgnagffect transportation of materials, pricell$, availability of equipment from Japanese
manufacturers, and future costs for operating rugéants. Specifically, the NRC plans to perforiditional operational and safety reviews of exigtin
nuclear facilities in the U.S., which could poteifii impact future operations and capital requiretaeThe ultimate outcome of these events cannot be
determined at this time. See RISK FACTORS of Alabd&ower in Item 1A of the Form 10-K for a discussid certain risks associated with the operation of
nuclear generating units, including potential intpahat could result from a major incident at aleacfacility anywhere in the world.

See the Notes to the Condensed Financial Statemergms for discussion of various other contingescregulatory matters, and other matters beiiygtéd
which may affect future earnings potential.
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ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Alabama Power prepares its financial statemengasdordance with GAAP. Significant accounting p@gcare described in Note 1 to the financial statésne
of Alabama Power in Item 8 of the Form 10-K. In &pplication of these policies, certain estimatesnaade that may have a material impact on Alabama
Power’s results of operations and related disceEsuDifferent assumptions and measurements coatlpe estimates that are significantly differeatrir
those recorded in the financial statements. See MBEMENT'S DISCUSSION AND ANALYSIS — ACCOUNTING POIGIES - “Application of Critical
Accounting Policies and Estimates” of Alabama Poindtem 7 of the Form 10-K for a complete discoasbf Alabama Power’s critical accounting policies
and estimates related to Electric Utility Regulati€ontingent Obligations, Unbilled Revenues, aeddton and Other Postretirement Benefits.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Alabama Power’s financial condition remained stati®arch 31, 2011. Alabama Power intends to comsti® monitor its access to short-term and longter
capital markets as well as its bank credit arrareggmto meet future capital and liquidity neede Sources of Capital” and “Financing Activities2tein
for additional information.

Net cash provided from operating activities tote#8@7 million for the first three months of 2011, iacrease of $53 million as compared to the fhete
months of 2010. The increase in cash provided fperating activities was primarily die accrued taxes related to refunds received fronus depreciatic
and receivables. This is partially offset by a dase in accounts payable associated with payabldfliates, a decrease in net income, and thewund
collection of regulatory clause revenues. Net easd for investing activities totaled $224 millifmm the first three months of 2011 primarily duegross
property additions related to steam generationpenent, nuclear fuel, and transmission and distibutxpenditures. Net cash used for financing s/
totaled $98 million for the first three months @12 primarily due to payment of common stock dividie and the issuance and maturity of senior notes.
Fluctuations in cash flow from financing activitieary year to year based on capital needs and &terity or redemption of securities.

Significant balance sheet changes for the firgehmonths of 2011 include decreases of $103 milfiarther accounts payable related to the timing of
outstanding checks associated with property taxnesys, $68 million in prepaid expenses relatedi¢ome taxes, $43 million in unbilled revenues, and
$41 million in customer accounts receivable; armleases of $60 million in property, plant, and pquént associated with nuclear fuel and routine gntyp
additions and $48 million in debt resulting fronegter issuances than maturities.

Capital Requirements and Contractual Obligations

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral Contractual
Obligations” of Alabama Power in Item 7 of the FotGK for a description of Alabama Power’s capitgquirements for its construction program, schediule
maturities of longerm debt, as well as the related interest, devieabligations, preferred and preference stockddnds, leases, purchase commitments
trust funding requirements. There are no requirdsigmough March 31, 2012 for maturities of longitedebt.

The approved construction program of Alabama Pam@udes a base level investment of $0.9 billionZ011, $0.9 billion for 2012, and $1.1 billion for
2013. Included in Alabama Power’s approved constrngrogram are estimated environmental expergsttw comply with existing statutes and regulations
of $47 million, $26 million, and $53 million for 24, 2012, and 2013, respectively. Alabama Poweeantly anticipates that additional expenditures roay
required to comply with anticipated statutes arglil#tions. Such additional expenditures are eséthai be in amounts up to $48 million, $108 milliand
$354 million for 2011, 2012, and 2013,
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respectively. If the EPA’s proposed Utility MACTleuis finalized as proposed, Alabama Power estigiidi@t the potential incremental investments in1201
through 2013 for new environmental regulations tvdiclose to the upper end of the estimates st &wove. The construction program is subject topde
review and revision, and actual construction cosg vary from these estimates because of numeaatar§. These factors include: changes in business
conditions; changes in load projections; changesninronmental statutes and regulations; changgsrierating plants, including unit retirements and
replacements, to meet new regulatory requiremehtmges in FERC rules and regulations; Alabamadf@vals; changes in legislation; the cost and
efficiency of construction labor, equipment, andenials; project scope and design changes; stoadis; and the cost of capital. In addition, theme be n
assurance that costs related to capital expenditutebe fully recovered.

Sources of Capital

Alabama Power plans to obtain the funds require@¢dostruction and other purposes from sourcedaina those utilized in the past. Alabama Powesr ha
primarily utilized funds from operating cash flowmsecured debt, common stock, preferred stockpeafdrence stock. However, the amount, type, and
timing of any future financings, if needed, willgnd upon regulatory approval, prevailing marketditions, and other factors. See MANAGEMENT'S
DISCUSSION AND ANALYSIS — FINANCIAL CONDITION AND UQUIDITY - “Sources of Capital” of Alabama Powerliem 7 of the Form 10-K for
additional information.

Alabama Power’s current liabilities sometimes exicegrrent assets because of Alabama Power’s debwillnin one year and the periodic use of shortiter
debt as a funding source primarily to meet schebimaturities of long-term debt, as well as castdagehich can fluctuate significantly due to the
seasonality of the business. To meet short-terim wasds and contingencies, Alabama Power had ath\&dr, 2011 cash and cash equivalents of
approximately $159 million and unused committediitrarrangements with banks of approximately $1ll®h. Of the unused credit arrangements,

$506 million expire in 2011 and $765 million expine2012. Of the credit arrangements that expir20hl, $372 million contain provisions allowing fame-
year term loans executable at expiration. Alabaowad? expects to renew its credit arrangementseadad, prior to expiration. The credit arrangements
provide liquidity support to Alabama Power’s commial paper borrowings and $798 million are dedidatefunding purchase obligations related to vaeiab
rate pollution control revenue bonds. See NotetBédinancial statements of Alabama Power undentBCredit Arrangements” in Item 8 of the Form 10-K
and Note (E) to the Condensed Financial Statemartsr “Bank Credit Arrangements” herein for additibinformation. Alabama Power may also meet
short-term cash needs through a Southern Compdsydsary organized to issue and sell commerciabpapthe request and for the benefit of Alabama
Power and other Southern Company subsidiaries. @&tM31, 2011, Alabama Power had ho commercialrdagreowings outstanding. During the first
quarter 2011, Alabama Power had an average of $8mof commercial paper outstanding at a weighéwerage interest rate of 0.2% per annum and the
maximum amount outstanding was $255 million. Mamagyet believes that the need for working capital mamdequately met by utilizing commercial paper
programs, lines of credit, and cash.

Credit Rating Risk

Alabama Power does not have any credit arrangertteattsvould require material changes in paymen¢dales or terminations as a result of a credihgati
downgrade. There are certain contracts that cagdire collateral, but not accelerated paymerthénevent of a credit rating change to below BBi&d/ar
Baa3. These contracts are primarily for physicatticity purchases, fuel purchases, fuel transgiort and storage, and energy price risk managerént
March 31, 2011, the maximum potential collatergliieements under these contracts at a rating bBBR~ and/or Baa3 were approximately $303 million.
Included in these amounts are certain agreemeaitsdhild require collateral in the event that onenore Power Pool participants has a credit ratimgnge
to below investment grade. Generally, collateray i@ provided by a Southern Company guaranty rlefteredit, or cash. Additionally, any credit ragi
downgrade could impact Alabama Power’s ability¢oess capital markets, particularly the short-tdeft market.
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Market Price Risk

During the first quarter 2011, Alabama Power hadrst rate swaps totaling $200 million expire,ahhdid not materially increase market risk exposure
relative to interest rate changes. Since a sigmifiportion of outstanding indebtedness remaifized rates, Alabama Power is not aware of anysfact
circumstances that would significantly affect exgpes on existing indebtedness in the near term.agdew the impact on future financing costs canoet he
determined.

Due to cost-based rate regulation and other vadossrecovery mechanisms, Alabama Power contittukave limited exposure to market volatility in
interest rates, commaodity fuel prices, and prideslectricity. To mitigate residual risks relatit@movements in electricity prices, Alabama Powgess into
physical fixed-price contracts for the purchase sailé of electricity through the wholesale eledfrimarket. Alabama Power continues to manageal ret
fuel-hedging program implemented per the guidelwfabe Alabama PSC. As such, Alabama Power hadaterial change in market risk exposure for the
first quarter 2011 when compared with the Decen3ie2010 reporting period.

The changes in fair value of energy-related dekeatontracts, the majority of which are composerkegulatory hedges, for the three months ended
March 31, 2011 were as follows:

First Quarter

2011
Changes
Fair Value
(in millions)
Contracts outstanding at the beginning of the perdgsets (liabilities), n $(38)
Contracts realized or settl 11
Current period chang«®) —
Contracts outstanding at the end of the periogtaghabilities), ne $(27)

(a) Current period changes also include the changtsrimalue of new contracts entered into duringpkeod, if any.

The change in the fair value positions of the epeedated derivative contracts for the three momthded March 31, 2011 was an increase of $11 mijllio
substantially all of which is due to natural gasifions. The change is attributable to both thein@ of mmBtu and prices of natural gas. At MarchZ8 1,
Alabama Power had a net hedge volume of 31.1 miliionBtu with a weighted average contract cost apprately $0.90 per mmBtu above market prices,
compared to 33.9 million mmBtu at December 31, 28th a weighted average contract cost approximai#l14 per mmBtu above market prices. The
majority of the natural gas hedges are recovenexligih the fuel cost recovery clause.

Regulatory hedges relate to Alabama Power’s fudbimg program where gains and losses are initraltprded as regulatory liabilities and assets,
respectively, and then are included in fuel expexssthey are recovered through the fuel cost regalause.

Unrealized pre-tax gains and losses recognizeacionie for the three months ended March 31, 20128t6 for energy-related derivative contracts #rat
not hedges were not material.
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Alabama Power uses over-the-counter contractsatieatot exchange traded but are fair valued ugicggpwhich are market observable, and thus f&dl in
Level 2. See Note (C) to the Condensed Financék8tents herein for further discussion on fair @aheasurements. The maturities of the energy-telate
derivative contracts and the level of the fair edhierarchy in which they fall at March 31, 2011lrevas follows:

March 31, 2011
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $— — $—
Level 2 (27) (23 (4) —
Level 3 — — — —
Fair value of contracts outstanding at end of $(27) $(23) $4) $—

The Dodd-Frank Wall Street Reform and Consumereetmn Act (Dodd-Frank Act) enacted in July 201@ldampact the use of over-the-counter
derivatives by Alabama Power. Regulations to imgehthe Dodd-Frank Act could impose additional iegjuents on the use of over-theunter derivative
such as margin and reporting requirements, whiciidcaffect both the use and cost of over-the-cautigéeivatives. The impact, if any, cannot be deteet
until regulations are finalized.

For additional information, see MANAGEMENT'S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Market Price Risk”
of Alabama Power in Item 7 and Note 1 under “Finanastruments” and Note 11 to the financial staats of Alabama Power in Item 8 of the Form 10-K
and Note (H) to the Condensed Financial Statentesrtsin.

Financing Activities
In February 2011, Alabama Power’s $200 million &g#H 5.10% Senior Notes due February 1, 2011 @étur

In March 2011, Alabama Power issued $250 milliogragate principal amount of Series 2011A 5.50% @edotes due March 15, 2041. The proceeds were
used for general corporate purposes, including @tz Power’s continuous construction program. Alab&wower settled $200 million of interest rate hadge
related to the Series 2011A 5.50% Senior Note re=seiat a gain of approximately $4 million. The gaifi be amortized to interest expense, in earnioger

10 years.

In addition to any financings that may be necestarjeet capital requirements and contractual abtigs, Alabama Power plans to continue, when
economically feasible, a program to retire highestsecurities and replace these obligations witlef-cost capital if market conditions permit.
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GEORGIA POWER COMPANY
CONDENSED STATEMENTS OF INCOME (UNAUDITED)

For the Three Month
Ended March 31

2011 2010
(in millions)
Operating Revenues
Retail revenue $ 1,81t $ 1,792
Wholesale revenues, r-affiliates 83 11C
Wholesale revenues, affiliat 11 14
Other revenue 80 68
Total operating revenus 1,98¢ 1,98¢
Operating Expenses
Fuel 677 75¢
Purchased power, n-affiliates 74 82
Purchased power, affiliatt 162 162
Other operations and maintenai 422 38¢
Depreciation and amortizatic 17z 114
Taxes other than income tax 87 80
Total operating expens 1,59¢ 1,58t
Operating Income 398 39¢
Other Income and (Expense)
Allowance for equity funds used during construct 25 35
Interest expense, net of amounts capital (96) (93
Other income (expense), r (1) (6)
Total other income and (expen: (72 (64
Earnings Before Income Taxe: 321 33t
Income taxe: 111 93
Net Income 21C 242
Dividends on Preferred and Preference Stoc 4 4
Net Income After Dividends on Preferred and Preferace Stock $  20¢ $ 23¢
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAUTED)
For the Three Month
Ended March 31
2011 2010
(in millions)

Net Income After Dividends on Preferred and Preferace Stock $ 20€ $ 23¢
Other comprehensive income (los

Qualifying hedges

Reclassification adjustment for amounts includedahincome, net of tax o— and $2, respectivel 1 3

Comprehensive Income $ 207 $ 241

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

For the Three Month
Ended March 31

2011 2010
(in millions)
Operating Activities:
Net income $ 21C $ 24z
Adjustments to reconcile net income to net cashigeal from operating activitie—
Depreciation and amortization, to 21C 154
Deferred income taxe 56 59
Deferred revenue 2 (18)
Deferred expense 33 25
Allowance for equity funds used during construct (25) (35
Pension, postretirement, and other employee bei 7) 4)
Stock based compensation expe 4 3
Storm damage accrue 5 5
Other, ne (52 (26)
Changes in certain current assets and liabi—
-Receivable! 12z 9)
-Fossil fuel stocl (30 81
-Materials and supplie 9) 1
-Prepaid income taxe 80 23
-Other current asse 4) 8)
-Accounts payabl (50 @7
-Accrued taxe: (1949 (185
-Accrued compensatic (65) )
-Other current liabilitie: 64 43
Net cash provided from operating activit 35C 327
Investing Activities:
Property addition (519 (625)
Nuclear decommissioning trust fund purche (830) (199
Nuclear decommissioning trust fund se 827 15C
Cost of removal, net of salva 1 14
Change in construction payables, net of joint owration 93 41
Other investing activitie ® 51
Net cash used for investing activiti (428 (596)
Financing Activities:
Decrease in notes payable, (62 (81)
Proceed—
Capital contributions from parent compe 171 46C
Pollution control revenue bonds issuan 137 —
Senior notes issuanc 30C 35C
Other lon¢-term debt issuance 25C —
Redemption—
Pollution control revenue boni (84) —
Senior note: (103 (250
Other lon¢term debt (300 —
Payment of preferred and preference stock divid 4) 4)
Payment of common stock divider (2249) (205)
Other financing activitie 2 2
Net cash provided from financing activiti 81 26€
Net Change in Cash and Cash Equivalent 3 Q)
Cash and Cash Equivalents at Beginning of Perio 8 14
Cash and Cash Equivalents at End of Perio $ 11 $ 13
Cash paid during the period f—
Interest (net of $9 and $13 capitalized for 201d 2010, respectively $6E $ 62
Income taxes (net of refunc 77 (6)
Noncash transactio— accrued property additions at end of pel 35C 27¢

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

At March 31, At December 3:
Assets 2011 2010
(in millions)

Current Assets:
Cash and cash equivalel $ 1  $ 8
Receivable—

Customer accounts receival 54C 58C

Unbilled revenue 16C 17z

Under recovered regulatory clause rever 18¢ 184

Joint owner accounts receival 54 60

Other accounts and notes receive 52 67

Affiliated companies 21 21

Accumulated provision for uncollectible accou (13 (131)
Fossil fuel stock, at average ¢ 654 624
Materials and supplies, at average ¢ 38C 371
Vacation pay 77 78
Prepaid income taxe 6 98
Other regulatory assets, curr 107 10t
Other current asse 66 80
Total current asse 2,30z 2,43¢
Property, Plant, and Equipment:
In service 26,68 26,397
Less accumulated provision for deprecia 10,00¢ 9,96¢
Plant in service, net of depreciati 16,67 16,43
Other utility plant, ne 67 —
Nuclear fuel, at amortized cc 421 38¢€
Construction work in progre: 3,30¢ 3,281
Total property, plant, and equipme 20,46¢ 20,10¢
Other Property and Investments:
Equity investments in unconsolidated subsidizs 69 70
Nuclear decommissioning trusts, at fair ve 791 81¢
Miscellaneous property and investme 40 42
Total other property and investme 90C 93C
Deferred Charges and Other Assets
Deferred charges related to income te 731 728
Prepaid pension cos 101 91
Deferred under recovered regulatory clause reve 12¢ 214
Other regulatory assets, defer 1,22¢ 1,207
Other deferred charges and as: 191 207
Total deferred charges and other as 2,37 2,44:
Total Assets $ 26,04 $ 25,91«

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

At March 31, At December 3:
Liabilities and Stockholder’'s Equity 2011 2010
(in millions)

Current Liabilities:
Securities due within one ye $ 371¢ % 41¢
Notes payabli 514 57¢
Accounts payabl—

Affiliated 20C 24:

Other 644 574
Customer deposi 19¢ 19¢
Accrued taxe—

Accrued income taxe 34 1

Unrecognized tax benefi 18C 187

Other accrued taxe 95 32¢
Accrued interes 14z 94
Accrued vacation pa 56 58
Accrued compensatic 46 10¢
Liabilities from risk management activiti 70 77
Other cost of removal obligations, curr 31 31
Nuclear decommissioning trust securities lendintateral 10C 144
Other current liabilitie: 162 134
Total current liabilities 2,851 3,16¢
Long-term Debt 8,16¢ 7,931
Deferred Credits and Other Liabilities:
Accumulated deferred income tav 3,77: 3,71¢
Deferred credits related to income ta 127 12¢
Accumulated deferred investment tax cre 227 22¢
Employee benefit obligatior 68t 684
Asset retirement obligatior 721 70t
Other cost of removal obligatiol 12¢ 131
Other deferred credits and liabiliti 19€ 211
Total deferred credits and other liabiliti 5,857 5,807
Total Liabilities 16,87 16,907
Preferred Stock 45 45
Preference Stock 221 221
Common Stockholde’s Equity:
Common stock, without par val—

Authorized- 20,000,000 share

Outstanding- 9,261,500 share 39¢ 39¢
Paic-in capital 5,467 5,291
Retained earning 3,04t 3,062
Accumulated other comprehensive | (10 (112)
Total common stockhold's equity 8,90( 8,741
Total Liabilities and Stockholder's Equity $ 26,040 $ 25,91«

The accompanying notes as they relate to GeorgigPare an integral part of these condensed fiahstatements.
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FIRST QUARTER 2011 vs. FIRST QUARTER 2010

OVERVIEW

Georgia Power operates as a vertically integratiéity yproviding electricity to retail customers thin its traditional service area located withie tBtate of
Georgia and to wholesale customers in the Southiasty factors affect the opportunities, challengesl risks of Georgia Power’s business of selling
electricity. These factors include the ability taintain a constructive regulatory environment, &intain and grow energy sales given economic cimmdit
and to effectively manage and secure timely regow€rising costs. These costs include those relaigrojected long-term demand growth, increagingl
stringent environmental standards, and fuel priGesrgia Power is currently constructing two newlear and three new combined cycle generating.units
Appropriately balancing required costs and caitglenditures with customer prices will continuehallenge Georgia Power for the foreseeable future.

In December 2010, the Georgia PSC approved the 2RFincluding a base rate increase of approxima&®62 million effective January 1, 2011. On
March 1, 2011, Georgia Power filed a request withGeorgia PSC to adjust its fuel cost recovemstathe Georgia PSC will conduct public hearingthen
fuel cost recovery filing in early May 2011, witHinal decision expected on May 24, 2011. If apgebvthe new fuel cost recovery rates will go irffec
June 1, 2011.

Georgia Power continues to focus on several kefppeance indicators. These indicators include qustosatisfaction, plant availability, system relli@j,
and net income after dividends on preferred anfeprace stock. For additional information on thieskcators, see MANAGEMENT’S DISCUSSION AND
ANALYSIS — OVERVIEW - “Key Performance Indicatorsf Georgia Power in Item 7 of the Form 10-K.

RESULTS OF OPERATIONS

Net Income

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(32) (13.4)

Georgia Power’s net income after dividends on preteand preference stock for the first quarterl2@as $206 million compared to $238 million for the
corresponding period in 2010. The decrease wasapitimdue to a decrease in the amortization ofrégrilatory liability related to other cost of renabv
obligations, an increase in operating and maintemaxpenses, a decrease in revenue due to sigiificalder weather in the first quarter 2010, aigher
income taxes. This decrease was partially offsetrbincrease in retail base revenues effectiveaigrly 2011 as authorized by the Georgia PSC i2@1€
ARP.

Retail Revenue

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$23 1.3

Retail revenues for the first quarters 2011 and)20ére $1.8 billion.
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Details of the change to retail revenues are dgvist

First Quarter

2011
(in millions) (% change
Retail— prior year $1,79:2
Estimated change —

Rates and pricin 141 7.8

Sales growth (decline ) (0.9)

Weathel (32) (1.9

Fuel cost recover (80) (4.4)
Retail— current yea $1,81¢ 1.3%

Revenues associated with changes in rates andgii@reased in the first quarter 2011 when contbtiréhe corresponding period in 2010 due to thelre
base rate increase and NCCR revenues.

Revenues attributable to changes in sales decré@a#eel first quarter 2011 when compared to theesponding period in 2010. Weather-adjusted resimlen
KWH sales decreased 0.2%, weather-adjusted commh&\diH sales decreased 1.8%, and weather-adjustiestrial KWH sales increased 3.5% in the first
quarter 2011 when compared to the correspondirigger 2010.

Revenues resulting from changes in weather deatéaghe first quarter 2011 when compared to threesponding period in 2010 as a result of signifita
colder weather in the first quarter 2010.

Fuel revenues and costs are allocated betweeharthivholesale jurisdictions. Retail fuel costaeery revenues decreased by $80 million in the dumrter
of 2011 when compared to the corresponding perid@DiL0 due to decreased KWH sales and lower figtsco

Electric rates include provisions to adjust bilkrfgr fluctuations in fuel costs, including the emyecomponent of purchased power costs. Under these
provisions, fuel revenues generally equal fuel egps, including the fuel component of purchasedgp@ests, and do not affect net income.

Wholesale Revenues — Non-Affiliates

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(27) (24.5)

Wholesale revenues from non-affiliates will varydading on fuel prices, the market cost of avadlaergy compared to the cost of Georgia Power and
Southern Company system-owned generation, demarhéogy within the Southern Company service taryjtand the availability of Southern Company
system generation.

In the first quarter 2011, wholesale revenues fram-affiliates were $83 million compared to $110liom in the corresponding period in 2010, reflagtia
$21 million decrease in energy revenues and a $i®mdecrease in capacity revenues. The decreaseifirst quarter 2011 was primarily due to a4%4.
decrease in KWH sales from lower demand resultiomfsignificantly colder weather in the first quar2010 and the expiration of the long-term univpo
sales contract in May 2010.
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Other Revenues
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$12 17.6

In the first quarter 2011, other revenues werer@8llon compared to $68 million in the corresporgliperiod in 2010. This increase was primarily duar
$11 million increase in transmission revenues duéé increased usage of Georgia Power’s transmissistem by non-affiliated companies.

Fuel and Purchased Power Expenses

First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’

Fuel* $(81) (10.7)
Purchased powe«— nor-affiliates (8) (9.9
Purchased pow«— affiliates 1 0.€
Total fuel and purchased power exper $(88)

*  Fuel includes fuel purchased by Georgia Powetditing agreements where power is generated bytbeider and is included in purchased power when
determining the average cost of purchased pc

In the first quarter 2011, total fuel and purchageder expenses were $914 million compared to Billion in the corresponding period in 2010. The
decrease was primarily due to a $34 million neteiese related to lower KWHs generated and purchad®arily due to lower customer demand as a result
of significantly colder weather in 2010 and a $5#liom decrease in the average cost of fuel andane price of purchased power.

Fuel and purchased power transactions do not haignéicant impact on earnings since energy exgemase generally offset by energy revenues through
Georgia Power’s fuel cost recovery clause. See FREBARNINGS POTENTIAL — “Georgia PSC Matters — FGelst Recovery” herein for additional
information.

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

First Quartel First Quartel Percen
Average Cos 2011 2010 Change
(cents per net KWF
Fuel 3.7¢ 3.7¢ (1.3
Purchased pow 5.57 6.3€ (12.9

In the first quarter 2011, fuel expense was $6lianicompared to $758 million in the correspondpegiod in 2010. This decrease was due to an 11.1%
decrease of KWHSs generated as a result of lower Kd&iiMand and a 1.3% decrease in the average cos gler KWH generated.

Nor-Affiliates

In the first quarter 2011, purchased power expémase non-affiliates was $74 million compared to $8Rlion in the corresponding period in 2010. This
decrease was due to a 29.9% decrease in the voluli&Hs purchased due to lower demand as a resthecsignificantly colder weather in first quarter
2010, partially offset by a 29.6% increase in therage cost per KWH purchased.
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Energy purchases from non-affiliates will vary degi@g on the market cost of available energy coeghéw the cost of Southern Company system-generatec
energy, demand for energy within the Southern Comsgstem service territory, and availability ofuitern Company system generation.

Other Operations and Maintenance Expenses

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$33 8.5

In the first quarter 2011, other operations andntesiance expenses were $422 million compared t8 B8#on in the corresponding period in 2010. This
increase was primarily due to increases of $18anilin scheduled outages and maintenance at fpssérating plants, $7 million in transmission and
distribution primarily due to maintenance of oveatidines, and $4 million in uncollectible accourpense.

Depreciation and Amortizatiol
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$59 51.8

In the first quarter 2011, depreciation and amatiin was $173 million compared to $114 milliortlwe corresponding period in 2010. This increase was
primarily due to amortization of $10 million compdrto $60 million in the first quarter 2011 and @Qfespectively, of the regulatory liability reldtw other
cost of removal obligations as authorized by therGia PSC and depreciation on additional planeiwise related to transmission, distribution, and
environmental projects. See Note 3 to the finarst@iements of Georgia Power under “Retail Regolditatters — Rate Plans” in Item 8 of the Form 10-K
for additional information on the other cost of mral regulatory liability.

Taxes Other Than Income Taxes

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change

In the first quarter 2011, taxes other than incomxes were $87 million compared to $80 millionhe torresponding period in 2010. This increase was
primarily due to a $5 million increase in propetdy in the first quarter 2011 compared to the apoading period in 2010.

Allowance for Equity Funds Used During Constructic

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(10) (28.6)

In the first quarter 2011, AFUDC equity was $25limil compared to $35 million in the correspondirggipd in 2010. This decrease was due to the irmusi
of Plant Vogtle Units 3 and 4 construction worlpirogress in rate base effective January 1, 201thwkduced the amount of AFUDC capitalized. Set&eNo
3 to the financial statements of Georgia Power ufi@enstruction — Nuclear” in Item 8 of the Form-KQ Note (B) to the Condensed Financial Statements
herein under “State PSC Matters — Georgia Poweunclddr Construction,” and FUTURE EARNINGS POTENTIAL Construction — Nuclear” herein for
additional information.
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Income Taxes
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$18 19.4

In the first quarter 2011, income taxes were $11lliom compared to $93 million in the correspondiperiod in 2010. The increase in income taxes was
primarily due to the recognition in the first quar2010 of certain state income tax credits thaaia subject to litigation and a decrease in noatite
AFUDC equity in the first quarter 2011, partiallffset by lower pre-tax earnings. See Notes 3 ataltbe financial statements of Georgia Power under
“Income Tax Matters” and “Unrecognized Tax Bengfitespectively, in Item 8 of the Form 10-K and Me{B) and (G) to the Condensed Financial
Statements herein under “Income Tax Matters — Ga@tate Income Tax Credits” and “Unrecognized Baxefits, respectively, for additional informatic

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauatssarily indicative of Georgia Power’s futurengags potential. The level of Georgia Power’s fatur
earnings depends on numerous factors that affeaighortunities, challenges, and risks of Georgiad?’s business of selling electricity. These fegto
include Georgia Power’s ability to maintain a coustive regulatory environment that continues tovalfor the timely recovery of prudently incurredsts
during a time of increasing costs. Future earnindgee near term will depend, in part, upon maintag energy sales which is subject to a numbeactofs.
These factors include weather, competition, newggneontracts with neighboring utilities, energyservation practiced by customers, the price of
electricity, the price elasticity of demand, and tate of economic growth or decline in Georgia @dsvservice area. Changes in economic conditiopact
sales for Georgia Power and the pace of the ecan@uodvery remains uncertain. The timing and exdétthe economic recovery will impact growth and
may impact future earnings. For additional inforimatelating to these issues, see RISK FACTOR$eim ILA and MANAGEMENT'’S DISCUSSION AND
ANALYSIS — FUTURE EARNINGS POTENTIAL of Georgia P@&win Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental statutes and regulations coffiétiaearnings if such costs cannot continue tfubg
recovered in rates on a timely basis. Further, dniglosts that are recovered through regulated catdd contribute to reduced demand for electrjaithich
could negatively impact results of operations, démshis, and financial condition. See MANAGEMENT'SSCUSSION AND ANALYSIS — FUTURE
EARNINGS POTENTIAL — “Environmental Matters” of Gegia Power in Item 7 and Note 3 to the financiatestnents of Georgia Power under
“Environmental Matters” in Item 8 of the Form 10fé¢ additional information.

Carbon Dioxide Litigation

Kivalina Case

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — CarbBioxide Litigation —
Kivalina Case” of Georgia Power in Item 7 and N&t® the financial statements of Georgia Power ufiisvironmental Matters — Carbon Dioxide
Litigation — Kivalina Case” in Item 8 of the Forn@-K for additional information regarding carbon xiie litigation. On February 23, 2011, the U.S. Gai
Appeals for the Ninth Circuit issued an order stgythe case until June 15, 2011. The ultimate oogcof this matter cannot be determined at this.time
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Air Quality

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envirmental Statutes and
Regulations — Air Quality” of Georgia Power in Itefrof the Form 10-K for additional information redig regulation of air quality. On May 3, 2011eth
EPA published a proposed rule, called Utility MAQWaximum Achievable Control Technology), which wduinpose stringent emission limits on coal- and
oil-fired electric utility steam generating uniSGUs). The proposed rule establishes numeric eomidinits for acid gases, mercury, and total paftite
matter. Meeting the proposed limits would likelgu@e additional emission control equipment suchasbbers, SCRs, baghouses, and other control
measures at many coal-fired EGUs. Pursuant to d-epproved consent decree, the EPA must issuwbrfile by November 16, 2011. Compliance for
existing sources would be required three years Hfteeffective date of the final rule. In the pospd rule, the EPA discussed the possibility afie-year
compliance extension which could be granted byERA or the states on a case-by-case basis if rgesifinalized as proposed, compliance with thike
would require significant capital expenditures andhpliance costs at many of Georgia Power’s faaslitvhich could impact unit retirement and replaeet
decisions. In addition, results of operations, déshis, and financial condition could be impactéthe costs are not recovered through regulatess rat
Further, there is uncertainty regarding the abdityhe electric utility industry to achieve corgaice with the requirements of the proposed rulbiwthe
proposed compliance period, and the limited compkaperiod could negatively impact electric systetiability. The outcome of this rulemaking caniet
determined at this time.

In April 2010, the EPA proposed an Industrial BoMACT rule that would establish emissions limitg farious hazardous air pollutants typically eeutt
from industrial boilers, including biomass boilarsd start-up boilers. The EPA issued the finalgale February 23, 2011 and, at the same time,dssue
notice of intent to reconsider the final rules o for additional public review and comment. GgierPower has delayed the decision to convert Plant
Mitchell Unit 3 to biomass until there is greatéarity regarding these regulations. The impachefe regulations will depend on their final fornd dine
outcome of any legal challenges and cannot berdéated at this time.

Water Quality

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envirmental Statutes and
Regulations — Water Quality” of Georgia Power @nit7 of the Form 10-K for additional informatioryeeding regulation of water quality. On April 20,
2011, the EPA proposed a rule that establisheslatds for reducing impacts to fish and other agu#é caused by coolingater intake structures at existi
power plants and manufacturing facilities. The @l addresses cooling water intake structuresdarunits at existing facilities. The rule focuses
reducing adverse impacts to fish and other aglitgidue to impingement (when fish and other aquiifié are trapped by water flow velocity against a
facility’s cooling water intake structure screeasyl entrainment (when aquatic organisms are dramugh a facility’s cooling water system after eing
through the cooling water intake structure). Aféettooling water intake structures would have toglg with national impingement standards (for irtak
velocity or alternatively numeric impingement retioc standards) and entrainment reduction requinesn@etermined on a case-by-case basis). Thesrule’
proposed impingement standards could require tégfizal improvements to cooling water intake stuwes at many of Georgia Power’s existing generating
facilities, including facilities with closed-cycte-circulating cooling systems (cooling towers).ddgress the rule’s entrainment standards, faslitith
once-through cooling systems may have to installicg towers. New units constructed at existinghpavould have to meet the national impingement
standards and install closed-cycle cooling or th@alent to meet the entrainment mandate. The E&fagreed in a settlement agreement to issuala fin
rule by July 27, 2012. If finalized as proposednemf Georgia Power’s facilities may be subjedigmificant additional capital expenditures and pbamce
costs that could affect future unit retirement egplacement decisions. Also, results of operatioash flows, and financial condition could be Siigantly
impacted if such costs are not recovered througtlaged rates. The ultimate outcome of this ruldngkannot be determined at this time.
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Georgia PSC Matters
Fuel Cost Recover

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — Fuel Cost RecgVeof Georgia Power i
Item 7 and Note 3 to the financial statements afrGia Power under “Retail Regulatory Matters — Rliest Recovery” in Item 8 of the Form 10-K for
additional information. As of March 31, 2011, Gear§ower had a total under recovered fuel cosnicalaf approximately $313 million compared to
$398 million at December 31, 2010. Fuel cost reppvevenues as recorded on the financial statenagatadjusted for differences in actual recoveralsé
costs and amounts billed in current regulated r#&esordingly, any changes in the billing factollwiot have a significant effect on Georgia Power’s
revenues or net income, but will affect cash flow.

On March 1, 2011, Georgia Power filed a requedt wie Georgia PSC to decrease fuel rates by 0.8h&decrease would reduce Georgia Power’s annual
billings by approximately $43 million. The decreaséduel costs is driven primarily by lower natugds prices than those included in current ratesrasult

of increases in natural gas supplies from the prioin of shale gas and lower industrial demandpliroved, the new rates will go into effect JunaQi,1.

The ultimate outcome of this matter cannot be deitezd at this time.

Plant Branch Units 1 and 2 [-certification

See “Environmental Matters — Air Quality” and “— WaQuality” herein and MANAGEMENT’S DISCUSSION ANBNALYSIS — FUTURE EARNINGS
POTENTIAL — “Environmental Matters — Environmeng&thtutes and Regulations — Air Quality,” “— Watardlity,” and “— Coal Combustion Byproductsf
Georgia Power in Item 7 and Note 3 to the finanstatements of Georgia Power under “Retail Regnyditatters — Rate Plans” in Item 8 of the Form 10-K
for additional information regarding potential rsilend regulations being developed by the EPA, diotuthe Utility MACT rule for coal- and ofired EGUs
revisions to effluent guidelines for steam elegdaver plants, and additional regulation of coahbastion byproducts; the State of Georgia’s MBliHutant
Rule; Georgia Power’s analysis of the potentiatxasd benefits of installing the required contmists coal-fired generating units in light of tlee
regulations; and the 2010 ARP.

On March 22, 2011, the board of the Georgia Depantrof Natural Resources began consideration offinations to the Georgia Multi-Pollutant Rule. The
proposed modifications would change the compliatates for certain of Georgia Power’s coal-firedagating units as follows:

Scherer & July 1, 2011
Branch 1 December 31, 201
Branch 2 October 1, 201.
Branch 3 October 1, 201!
Branch 4 December 31, 201

The Multi-Pollutant Rule is designed to reduce ainiss of mercury, sulfur dioxide, and nitrogen @sdtatewide. The Utility MACT rule will also regié
emissions of mercury, in addition to other air ptahts. All required controls, including SCR, sdreh and baghouse, are expected to be operatioR&ra
Scherer Unit 3 by the required compliance datea Assult of these proposed rules, Georgia Poweaizagement expects to request that the Georgia PSC
approve de-certification of its Plant Branch Uditand 2, totaling 569 MWs of capacity, as of tHecetfve dates for controls under the MuPllutant Rule a
revised. Georgia Power continues to analyze thenpiel costs and benefits of installing the recgicentrols on its remaining coal-fired units, irdikg Plant
Branch Units 3 and 4, in light of the proposedaaiality rules, as well as additional potential fied@egulations related to water quality and caahbustion
byproducts. Georgia Power may determine that netiaind replacing certain of its existing units wigw generating resources or purchased power is mor
economically efficient than installing the requirashtrols.
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Under the terms of the 2010 ARP, any costs assatigith changes to Georgia Power’s approved envisgtial operating or capital budgets resulting from
new or revised environmental regulations through3bat are approved by the Georgia PSC in cororeutith an updated integrated resource plan will be
deferred as a regulatory asset to be recoveredaowere period deemed appropriate by the Georga B®orgia Power currently expects to file an updat
its integrated resource plan in late summer 20ti¢twwould include the Plant Branch Units 1 andezedrtification request. In connection with thiify,
Georgia Power expects to request the Georgia Pafpimve the deferral and related amortizatiomefretail portion of the related costs associatit tive
de-certification request. Georgia Power moved étailrportion of the net carrying value of PlanaBch Units 1 and 2 from plant in service, net of
depreciation, to other utility plant, net of depation. Consistent with current ratemaking treatm&eorgia Power will continue to depreciate thasies

using the composite straight-line rates approvethbyGeorgia PSC, and upon actual retirement, éxpednclude the units’ remaining net carryingualin
rate base. However, the recovery periods for thege may change in connection with Georgia Poweapgated integrated resource plan. As a resuhiisf t
regulatory treatment, the de-certification of PIBréanch Units 1 and 2 is not expected to have @ifgignt impact on Georgia Power’s financial stageis.

The ultimate outcome of these matters cannot termi@tied at this time.
Storm Damage Reserve

During April 2011, severe storms in Georgia causgdificant damage to Georgia Power’s distribumnl transmission facilities. Georgia Power mairgan
reserve for property damage to cover the operatitgmaintenance cost of damages from major starits transmission and distribution lines as maadlat
by the Georgia PSC. As a result of this regulatgtment, the storms are not expected to haveeriamampact on Georgia Power’s financial statetaen
See Note 1 to the financial statements of GeorgiadP under “Storm Damage Reserve” in Item 8 offibem 10-K for additional information.

Income Tax Matters
Bonus Depreciatior

In September 2010, the Small Business Jobs andt@wetcbf 2010 (SBJCA) was signed into law. The S8RBJincludes an extension of the 50% bonus
depreciation for certain property acquired and gubio service in 2010 (and for certain long-termstauction projects to be placed in service in 2011
Additionally, in December 2010, the Tax Relief, Wm@oyment Insurance Reauthorization, and Job Gne#tt (Tax Relief Act) was signed into law. Major
tax incentives in the Tax Relief Act include 100%nbs depreciation for property placed in serviteré@eptember 8, 2010 and through 2011 (and foaioer
long-term construction projects to be placed iwviserin 2012) and 50% bonus depreciation for priypgliaced in service in 2012 (and for certain Idagn
construction projects to be placed in service ih3Pwhich will have a positive impact on the fitwash flows of Georgia Power. On March 29, 2014, t
IRS issued additional guidance and safe harboasimglto the 50% and 100% bonus depreciation r@ased on this guidance, Georgia Power estimages th
potential increased cash flow for 2011 to be betwaggproximately $200 million and $275 million. Thkimate outcome of this matter cannot be deterthine
at this time.

Construction
Nuclear

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Construction — Nuclear” of Gegpa Power in Item 7 of
the Form 10-K for information regarding the constion of Plant Vogtle Units 3 and 4.

In December 2010, Westinghouse submitted an APD@3@gn Certification Amendment (DCA) to the NRC. Bebruary 10, 2011, the NRC announced that
it was seeking public comment on a proposed rubpfove the DCA and amend the certified AP1006teealesign for use in the U.S. The Advisory
Committee on Reactor Safeguards also issued a dettdanuary 24, 2011 endorsing the issuance d@dmstruction and Operating License (COL) for Plant
Vogtle Units 3 and 4. In addition, on March 25, 20the NRC submitted to the EPA the final environtakimpact statement for Plant Vogtle Units 3 dnd
Georgia Power currently expects to receive the @DIPlant Vogtle Units 3 and 4 from the NRC in |12@&11 based on the NRC’s February 16, 2011 release
of its COL schedule framework.

On February 21, 2011, the Georgia PSC voted tooappBeorgia Power’s third semi-annual construatmmmitoring report including total costs of
$1.048 billion for Plant Vogtle Units 3 and 4 inced through June 30, 2010. In connection withédification of Plant Vogtle Units 3 and 4, the Ggia
PSC ordered Georgia Power and the PSC
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Staff to work together to develop a risk sharingnoentive mechanism that would provide some le¥@rotection to ratepayers in the event of siguaifit

cost overruns, but also not penalize Georgia P@aaatnings if and when overruns are due to manffai@sgoverning agencies. Such discussions have
continued through the third semi-annual constractimnitoring proceedings; however, the Georgia B8 deferred a decision with respect to any related
risk-sharing or incentive mechanism. A Georgia PSC hgarn this matter is scheduled on July 6, 2011aadecision is expected on August 2, 2011. Ge
Power will continue to file construction monitoringports by February 28 and August 31 of each gredng the construction period.

In December 2010, the Georgia PSC approved the N@GfR which became effective January 1, 2011e NCCR tariff was established to recover
financing costs for nuclear construction projegtsrzluding the related construction work in pragge@ccounts in rate base during the constructidagm
accordance with the Georgia Nuclear Energy Finangict. With respect to Plant Vogtle Units 3 andhis legislation allows Georgia Power to recover
projected financing costs of approximately $1.Tidsl during the construction period beginning inl2pwhich reduces the projected in-service cost to
approximately $4.4 billion. Georgia Power is calleg and amortizing to earnings approximately $3llian of financing costs capitalized in 2009 an@il®
over the five-year period ending December 31, 2@l dition to the ongoing financing costs. At Magd, 2011, approximately $87 million of these 2009
and 2010 costs are included in construction workrogress.

Georgia Power, Oglethorpe Power Corporation, thaibpal Electric Authority of Georgia, and the Cif Dalton, Georgia, an incorporated municipality i
the State of Georgia acting by and through its BadiWater, Light, and Sinking Fund Commissionedléctively, Owners), and a consortium consistifig
Westinghouse and Stone & Webster, Inc. have eshadaiboth informal and formal dispute resolutiomcpdures in order to resolve issues that commonly
arise during the course of constructing a projétiis magnitude. Southern Nuclear, on behalf ef@wners, has initiated both formal and informairok
through these procedures, including ongoing claand, anticipates that further issues are likelgrtse in the future. The Owners have successfgidoth
the informal and formal procedures to resolve dispand expect to resolve any existing and futigigutes through these procedures as well.

On March 11, 2011, a major earthquake and tsuntuagksJapan and caused substantial damage to theangenerating units at the Fukushima Daiichi
generating plant. According to published repotis,dwner of these units is continuing work to stadithese units following a loss of operation tué tooling
systems for the units. While Georgia Power will thowme to monitor this developing situation, it hraxt identified any immediate impact to the liceigsand
construction of Plant Vogtle Units 3 and 4 or tipe@tion of its existing nuclear generating units.

The events in Japan have created uncertaintiesndnaiffect transportation, price of fuels, avallgbof equipment from Japanese manufacturers,fande
costs for operating nuclear plants. Specificatig, NRC plans to perform additional operational safitty reviews of nuclear facilities in the U.Shigh
could potentially impact future operations and tapiequirements.

See RISK FACTORS of Georgia Power in Item 1A of foem 10K for a discussion of certain risks associated withlicensing, construction, and opera
of nuclear generating units, including potentiabamts that could result from a major incident atielear facility anywhere in the world.

There are other pending technical and procedugdlesiges to the construction and licensing of Pléogtle Units 3 and 4, including petitions filedtae
NRC in response to the events in Japan. Similaitiaddl challenges at the state and federal lekekapected as construction procet

The ultimate outcome of these matters cannot termi@tied at this time.
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Other Construction

In May 2010, the Georgia PSC approved Georgia Peweguest to extend the construction schedul@®l@ant McDonough Units 4, 5, and 6 as a result ef th
short-term reduction in forecasted demand, as agethe requested increase in the certified amésna result, the units are expected to be pladedsiervice
in January 2012, May 2012, and January 2013, réspBc The Georgia PSC has approved Georgia Pavegrarterly construction monitoring reports,
including actual project expenditures incurredotiyh June 30, 2010. Georgia Power will continuileaquarterly construction monitoring reports thghour
the construction period.

Other Matters

Georgia Power is involved in various other mattemg litigated, regulatory matters, and certaiarglated issues that could affect future earnihgs.
addition, Georgia Power is subject to certain ctaand legal actions arising in the ordinary cowrfdausiness. Georgia Power’s business activitiesabject
to extensive governmental regulation related tdiputealth and the environment, such as regulaifaair emissions and water discharges. Litigatieaero
environmental issues and claims of various typesuding property damage, personal injury, comnan fhuisance, and citizen enforcement of
environmental requirements such as opacity andrairwater quality standards, has increased gepéhnatlughout the U.S. In particular, personal igjand
other claims for damages caused by alleged expésin@zardous materials, and common law nuisamislfor injunctive relief and property damage
allegedly caused by greenhouse gas and other emsss$iave become more frequent. The ultimate owtaafrsuch pending or potential litigation against
Georgia Power cannot be predicted at this time;dvaw for current proceedings not specifically mégd herein or in Note 3 to the financial stateraeft
Georgia Power in Item 8 of the Form 10-K, managerders not anticipate that the liabilities, if aayising from such current proceedings would have a
material adverse effect on Georgia Power’s findrst@tements.

See the Notes to the Condensed Financial Statemergms for discussion of various other contingescregulatory matters, and other matters beiiygted
which may affect future earnings potential.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Georgia Power prepares its financial statemengs@ordance with GAAP. Significant accounting p@scare described in Note 1 to the financial statgsne
of Georgia Power in Item 8 of the Form 10-K. In #pplication of these policies, certain estimatesnaade that may have a material impact on Georgia
Power’s results of operations and related discEsubifferent assumptions and measurements coattlpe estimates that are significantly differeatrfr
those recorded in the financial statements. See MBEMENT’'S DISCUSSION AND ANALYSIS — ACCOUNTING POIGIES - “Application of Critical
Accounting Policies and Estimates” of Georgia Poindtem 7 of the Form 10-K for a complete discoasbf Georgia Power’s critical accounting policies
and estimates related to Electric Utility Regulati€ontingent Obligations, Unbilled Revenues, aeddton and Other Postretirement Benefits.
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FINANCIAL CONDITION AND LIQUIDITY
Overview

Georgia Power’s financial condition remained stafti®arch 31, 2011. Georgia Power intends to caetii® monitor its access to short-term and longrter
capital markets as well as its bank credit arrargggmto meet future capital and liquidity neede S®ources of Capital” and “Financing Activities2tein
for additional information.

Net cash provided from operating activities tote$880 million for the first three months of 201bngpared to $327 million for the corresponding peiiro
2010. The $23 million increase is primarily duéhtgher recovery of fuel costs. Net cash used feesting activities totaled $428 million primarilye to
gross property additions to utility plant in thesfithree months of 2011. Net cash provided frararfting activities totaled $81 million for the fithree
months of 2011, compared to $268 million for theresponding period in 2010. The $187 million deseeis primarily due to higher capital contributions
from Southern Company in the first quarter 2010tially offset by long-term debt issuances in thstfquarter 2011.

Significant balance sheet changes for the firgehmonths of 2011 include an increase of $361anilin total property, plant, and equipment, anéase of
$238 million in long-term debt to replace shorttedebt and provide funds for Georgia Power’s camtirs construction program, and an increase inipaid
capital of $176 million reflecting equity contriboms 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 Item 7 of the FoltK for a description of Georgia Power’s capitjuirements for its construction program, schetiule
maturities of long-term debt, as well as relatadrest, derivative obligations, preferred and pefee stock dividends, leases, purchase commitpiemss
funding requirements, and unrecognized tax bendiproximately $379 million will be required thrglh March 31, 2012 to fund maturities and announced
repurchases of long-term debt.

The construction program of Georgia Power is culyerstimated to include a base level investmerd1 billion, $2.2 billion, and $2.0 billion fol021,
2012, and 2013, respectively. Included in thesenestd amounts are environmental expendituresrgpbgowith existing statutes and regulations of

$73 million, $79 million, and $58 million for 2012012, and 2013, respectively. In addition, GeoRgpaver currently estimates that potential incremlent
investments to comply with anticipated new envirental regulations could range from $69 million 8% million for 2011, $191 million to $651 millicior
2012, and $476 million to $1.4 billion for 2013 thie EPA’s proposed Utility MACT rule is finalizexs proposed, Georgia Power estimates that thet@dten
incremental investments in 2011 through 2013 fev avironmental regulations will be closer to thpper end of the ranges set forth above. The cartiin
program is subject to periodic review and revisimg actual construction costs may vary from tlestienates because of numerous factors. Thesedactor
include: changes in business conditions; changkmiahprojections; changes in environmental statatel regulations; changes in generating plarthiding
unit retirements and replacements, to meet newlatgy requirements; changes in FERC rules andatigns; Georgia PSC approvals; changes in
legislation; the cost and efficiency of construntlabor, equipment, and materials; project scoped®sign changes; storm impacts; and the costpitataln
addition, there can be no assurance that costedeia capital expenditures will be fully recovered

Sources of Capital

Except as described below with respect to poteDI@iIE loan guarantees, Georgia Power plans to otiteifunds required for construction and other paeg
from sources similar to those used in the pastchviiere primarily from operating cash flows, sherm debt, security issuances, term loans, andyequi
contributions from Southern Company.
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However, the amount, type, and timing of any fufimancings, if needed, will depend upon regulatpproval, prevailing market conditions, and other
factors. See MANAGEMENT’S DISCUSSION AND ANALYSISHNANCIAL CONDITION AND LIQUIDITY — “Sources of Caital” of Georgia Power
in Item 7 of the Form 10-K for additional informauti.

In June 2010, Georgia Power reached an agreemtnthei DOE to accept terms for a conditional committ for federal loan guarantees that would apg
future borrowings by Georgia Power related to thiestruction of Plant Vogtle Units 3 and 4. Any lmwings guaranteed by the DOE would be full recourse
to Georgia Power and secured by a first priorgy lon Georgia Power’s 45.7% undivided ownershigrest in Plant Vogtle Units 3 and 4. Total guaradte
borrowings would not exceed the lesser of 70% igftée project costs or approximately $3.4 billiand are expected to be funded by the Federal Rimganc
Bank. Final approval and issuance of loan guarartgaehe DOE are subject to receipt of the COLFiant Vogtle Units 3 and 4 from the NRC, negotiatio
of definitive agreements, completion of due diligey the DOE, receipt of any necessary regulatpprovals, and satisfaction of other conditionseréh

can be no assurance that the DOE will issue loanagtiees for Georgia Power. See FUTURE EARNINGSHENDITAL — “Construction — Nuclear” herein

for more information on Plant Vogtle Units 3 and 4.

Georgia Power’s current liabilities frequently eedecurrent assets because of the continued us®nfterm debt as a funding source to meet schddule
maturities of long-term debt, as well as cash nagtich can fluctuate significantly due to the seasity of the business. To meet short-term cagusand
contingencies, Georgia Power had at March 31, 2@ptoximately $11 million of cash and cash equiv@@nd approximately $1.7 billion of unused
committed credit arrangements with banks. As ofdfié81, 2011, of the unused credit arrangements $8Bion expire in 2011 and $1.1 billion expire in
2012. Of the credit arrangements that expire irl2d1d 2012, $40 million contain provisions allowfiog two-year term loans executable at expiratiod a
$220 million contain provisions allowing for oneayegerm loans executable at expiration. GeorgiadP@xpects to renew its credit arrangements, adedee
prior to expiration. At March 31, 2011, the crestitangements were dedicated to providing liquiditgport to Georgia Power’s commercial paper program
and approximately $522 million of purchase obligasi related to variable rate pollution control mave bonds. See Note 6 to the financial stateménts o
Georgia Power under “Bank Credit Arrangements’témi 8 of the Form 10-K and Note (E) to the ConddrSaancial Statements under “Bank Credit
Arrangements” herein for additional information.dégia Power may also meet short-term cash needaghra Southern Company subsidiary organized to
issue and sell commercial paper at the requestaarile benefit of Georgia Power and other Souti@mpany subsidiaries. At March 31, 2011, Georgia
Power had approximately $513 million of commergiaper borrowings outstanding with a weighted averaterest rate of 0.3% per annum. During the first
quarter 2011, the maximum amount of commercial paptstanding was $681 million and the average arnoutstanding was $330 million. The weighted
average annual interest rate on commercial papéeifirst quarter 2011 was 0.3%. Management bedi¢lat the need for working capital can be adetuat
met by utilizing commercial paper programs, linésredit, and cash.

Credit Rating Risk

Georgia Power does not have any credit arrangertteattsvould require material changes in paymenedgles or terminations as a result of a credihgati
downgrade. There are certain contracts that cagdire collateral, but not accelerated paymertténevent of a credit rating change to BBB- an&aa3 or
below. These contracts are for physical electrigitychases and sales, fuel purchases, fuel tramsiparand storage, energy price risk managemeadt, a
construction of new generation. At March 31, 2ah#&, maximum potential collateral requirements urtdese contracts at a BBB- and/or Baa3 rating were
approximately $27 million. At March 31, 2011, theximum potential collateral requirements underé¢hmmtracts at a rating below BBB- and/or Baa3 were
approximately $1.4 billion. Included in these amisiare certain agreements that could require eollain the event that one or more Power Pool @pents
has a credit rating change to below investmentegr@enerally, collateral may be provided by a SewtlfCompany guaranty, letter of credit, or cash.
Additionally, any credit rating downgrade could iagh Georgia Power’s ability to access capital matkgarticularly the short-term debt market.
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Market Price Risk

Georgia Power’s market risk exposure relative tergst rate changes for the first quarter 201Inbashanged materially compared with the Decemler 3
2010 reporting period. Since a significant portidroutstanding indebtedness is at fixed rates, @adtower is not aware of any facts or circumstaricat
would significantly affect exposures on existingébtedness in the near term. However, the impafitare financing costs cannot now be determined.

Due to cost-based rate regulation and other vagossrecovery mechanisms, Georgia Power contitaukave limited exposure to market volatility in
interest rates, commaodity fuel prices, and pridesiectricity. To mitigate residual risks relatit@movements in electricity prices, Georgia Powgees into
physical fixed-price contracts for the purchase seiéd of electricity through the wholesale eledffimarket. Georgia Power continues to manage ka fue
hedging program implemented per the guidelines®fGeorgia PSC. As such, Georgia Power had no isatbange in market risk exposure for the first
quarter 2011 relative to fuel and electricity psi®ghen compared with the December 31, 2010 reppiamiod.

The changes in fair value of energy-related dexieatontracts, the majority of which are composerkegulatory hedges, for the three months ended
March 31, 2011 were as follows:

First Quarter

2011

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the pegsets (liabilities), n $(10C)
Contracts realized or settls 17
Current period chang¢@ (@)
Contracts outstanding at the end of the periodgtagbabilities), ne $ (84)

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

The change in the fair value positions of the epreeipted derivative contracts for the three momihded March 31, 2011 was an increase of $16 mijllio
substantially all of which is due to natural gasipons. The change is attributable to both their@ of mmBtu and prices of natural gas. At March23l 1,
Georgia Power had a net hedge volume of 65.0 miliimnBtu with a weighted average contract cost apprately $1.38 per mmBtu above market prices,
compared to 58.7 million mmBtu at December 31, 28th a weighted average contract cost approximai#l74 per mmBtu above market prices. The
natural gas hedges are recovered through the dsefecovery mechanism.

Regulatory hedges relate to Georgia Power’s fudiimg program where gains and losses are initrattprded as regulatory liabilities and assets,
respectively, and then are included in fuel experssthey are recovered through the fuel cost reganechanism.

Unrealized pre-tax gains and losses recognizeacionie for the three months ended March 31, 20128t6 for energy-related derivative contracts #rat
not hedges were not material.
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Georgia Power uses over-the-counter contractsatieatot exchange traded but are fair valued usiieggwhich are market observable, and thus fdl in
Level 2. See Note (C) to the Condensed FinancékS8tents herein for further discussion on fair @aheasurements. The maturities of the energy-telate
derivative contracts and the level of the fair edhierarchy in which they fall at March 31, 2011lrevas follows:

March 31, 2011
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $— $— $— $—
Level 2 (84) (70) (14) —
Level 3 — — — —
Fair value of contracts outstanding at end of $(84) $(70) $(14) $—

The Dodd-Frank Wall Street Reform and Consumerdetmn Act (Dodd-Frank Act) enacted in July 201@ldampact the use of over-the-counter
derivatives by Georgia Power. Regulations to imgetithe Dodd-Frank Act could impose additional regraents on the use of over-the-counter derivatives
such as margin and reporting requirements, whictdcaffect both the use and cost of over-the-cauiéeivatives. The impact, if any, cannot be deteet
until regulations are finalized.

For additional information, see MANAGEMENT’'S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Market Price Risk”
of Georgia Power in Item 7 and Note 1 under “Finalnastruments” and Note 11 to the financial sta¢ats of Georgia Power in Item 8 of the Form 10-K
and Note (H) to the Condensed Financial Statentesrtsn.

Financing Activities

In January 2011, Georgia Power’s $100 million aggte principal amount of Series S 4.0% Senior NdtesJanuary 15, 2011 matured.

In January 2011, Georgia Power issued $300 milliggregate principal amount of Series 2011A FloaRate Senior Notes due January 15, 2013. The
proceeds were used to repay short-term debt argefeeral corporate purposes, including Georgia Pewentinuous construction program.

In March 2011, Georgia Power’s $300 million varg@abhte bank term loan due on March 4, 2011 matameldvas partially replaced by two one-year
$125 million aggregate principal amount variable t@ank loans that bear interest based on one-ndBOR.

Subsequent to March 31, 2011, Georgia Power is828d million aggregate principal amount of Serie$1B 3.0% Senior Notes due April 15, 2016. The
proceeds were used to repay short-term debt argkfweral corporate purposes, including Georgia Pewentinuous construction program.

Also subsequent to March 31, 2011, Georgia Powsshased and is holding $113.5 million of pollutimontrol revenue bonds. The bonds are expected to be
remarketed to investors at a future date.

In addition to any financings that may be necesgarygeet capital requirements and contractual ebbgs, Georgia Power plans to continue, when
economically feasible, a program to retire highestsecurities and replace these obligations witlef-cost capital if market conditions permit.
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For the Three Month
Ended March 31
2011 2010
(in thousands

Operating Revenues

Retail revenue $ 274,82 $ 304,75(
Wholesale revenues, r-affiliates 31,01¢ 27,91«
Wholesale revenues, affiliat 4,13t 9,51¢
Other revenue 14,62¢ 14,53(
Total operating revenus 324,60t 356,71.
Operating Expenses

Fuel 131,78. 152,71.
Purchased power, n-affiliates 7,00 7,43t
Purchased power, affiliatt 16,61¢ 20,41
Other operations and maintenal 80,50¢ 70,41¢
Depreciation and amortizatic 31,75¢ 28,07:
Taxes other than income ta> 24,89¢ 25,23t
Total operating expens 292,56« 304,28
Operating Income 32,04« 52,43(
Other Income and (Expense)

Allowance for equity funds used during construci 2,13t 1,38t
Interest incom 14 17
Interest expense, net of amounts capital (13,629 (11,38
Other income (expense), r (5639 (539
Total other income and (expen: (12,049 (10,516
Earnings Before Income Taxe: 20,00: 41,91«
Income taxe: 6,75¢ 15,06:
Net Income 13,24: 26,85
Dividends on Preference Stocl 1,551 1,551
Net Income After Dividends on Preference Stoc $ 11,69: $ 25,30(

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAULED)

For the Three Month
Ended March 31

2011 2010
(in thousands
Net Income After Dividends on Preference Stoc $ 11,69 $  25,30(
Other comprehensive income (los
Qualifying hedges

Changes in fair value, net of tax ¢- and $(953), respective — (1,519

Reclassification adjustment for amounts includedehincome, net of tax of $90 and $105, respéelgti 142 16€
Total other comprehensive income (loss 14z (1,359
Comprehensive Income $ 11,83 $  23,94¢

The accompanying notes as they relate to Gulf Panean integral part of these condensed finastiééments.
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GULF POWER COMPANY
CONDENSED STATEMENTS OF CASH FLOWS (UNAUDITED)

Operating Activities:
Net income

Adjustments to reconcile net income to net cashigeal 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:
-Prepayment
-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
Distribution of restricted cash from pollution cmitrevenue bond
Cost of removal, net of salva
Change in construction payab
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 pare
Capital contributions from parent compe
Redemption—
Senior note:
Payment of preference stock dividel
Payment of common stock divider
Other financing activitie
Net cash provided from financing activiti
Net Change in Cash and Cash Equivalent
Cash and Cash Equivalents at Beginning of Perio
Cash and Cash Equivalents at End of Perio

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

Interest (net of $851 and $552 capitalized for 284d 2010, respectivel:

Income taxes (net of refunc
Noncash transactio— accrued property additions at end of pel

For the Three Month
Ended March 31

2011 2010
(in thousands

$ 13,24 $ 26,85!
33,29¢ 29,65¢
6,24¢ 2,917
(2,135 (1,38%)
(1,25¢6) 55(
51¢ 625
(3,799 (520)
35,33¢ 6,15(
1,15¢€ 98:
(14,947 17,41¢
(726) (1,170
28,88¢ 4,53(
— 11
7 12
(8,86%) (4,447
4,05: 15,53¢
(10,000) (3,467)
6,12 6,30¢
87,15, 100,56¢
(94,239 (81,22%)
— 2,34(
(5,319 (5,759
3,171 (11,846
(2,19¢) (69¢9)
68 (190)
(98,519 (97,379
(6,620 (6,599
50,00( 50,00(
80¢ 1,12¢
(125) (85)
(1,559 (1,559
(27,500) (26,075
11C 60¢
15,12 17,42
3,76¢ 20,61z
16,43¢ 8,67i
$ 20,20: $ 29,28¢
$ 8,28¢ $ 9,461
(29,557 (4,389
17,88: 32,30¢

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

Current Assets:
Cash and cash equivalel
Receivable—
Customer accounts receival
Unbilled revenue
Under recovered regulatory clause rever
Other accounts and notes receive
Affiliated companies
Accumulated provision for uncollectible accou
Fossil fuel stock, at average ¢
Materials and supplies, at average ¢
Other regulatory assets, curr
Prepaid expenst
Other current asse
Total current asse
Property, Plant, and Equipment:
In service
Less accumulated provision for deprecia
Plant in service, net of depreciati
Construction work in progre:
Total property, plant, and equipme
Other Property and Investments
Deferred Charges and Other Assets
Deferred charges related to income te
Prepaid pension cos
Other regulatory assets, defer
Other deferred charges and as:
Total deferred charges and other as
Total Assets

The accompanying notes as they relate to Gulf Panean integral part of these condensed finastiééments.
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At March 31, At December 3:
2011 2010
(in thousands

$ 20,20z $ 16,43«
58,95¢ 74,377
44,97( 64,697
22,077 19,69(
10,25: 9,867

4,92° 7,85¢
(1,519 (2,019
182,09¢ 167,15!
45,45k 44,72¢
16,84¢ 20,27¢
25,937 58,41

3,25¢ 3,58¢
433,45 485,06
3,738,90:i 3,634,25!
1,087,44. 1,069,001
2,651,46! 2,565,24!
200,07¢ 209,80¢
2,851,54! 2,775,05
16,28¢ 16,35
49,92( 46,357

7,99¢ 7,291
237,44 219,87
29,28¢ 34,93¢
324,65¢ 308,46

$ 3,625,94 $ 3,584,93!
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GULF POWER COMPANY
CONDENSED BALANCE SHEETS (UNAUDITED)

Current Liabilities:
Securities due within one ye
Notes payabli
Accounts payabl—
Affiliated
Other
Customer deposi
Accrued taxe—
Accrued income taxe
Other accrued taxe
Accrued interes
Accrued compensatic
Other regulatory liabilities, curre
Liabilities from risk management activiti
Other current liabilitie:
Total current liabilities
Long-term Debt
Deferred Credits and Other Liabilities:
Accumulated deferred 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
Preference Stock
Common Stockholde’s Equity:
Common stock, without par val—
Authorized- 20,000,000 share

Outstandin¢- March 31, 2011: 4,142,717 sha

- December 31, 2010: 3,642,717 she

Paic-in capital

Retained earning

Accumulated other comprehensive |
Total common stockhold's equity

Total Liabilities and Stockholder’'s Equity

The accompanying notes as they relate to Gulf Panean integral part of these condensed finastiééments.
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At March 31, At December 3:
2011 2010
(in thousands
$ 110,00( $ 110,00(
86,56: 93,18:¢
39,561 46,34
67,85¢ 68,84(
35,91« 35,60(
4,61: 3,83¢
11,75¢ 7,94¢
18,53( 13,39¢
6,23¢ 14,45¢
22,86( 27,06(
7,167 9,41¢
18,86: 19,76¢
429,92: 449,83
1,114,401 1,114,39
396,37° 382,87¢
7,771 8,10¢
75,47: 76,65¢
205,37 204,40t
42,37¢ 42,91¢
145,38: 132,70¢
872,75 847,67(
2,417,08! 2,411,90!
97,99¢ 97,99¢
353,06( 303,06(
539,86° 538,37!
220,51¢ 236,32¢
(2,589 (2,727
1,110,86: 1,075,031
$ 3,625,941 $ 3,584,93!
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GULF POWER COMPANY
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FIRST QUARTER 2011 vs. FIRST QUARTER 2010

OVERVIEW

Gulf Power operates as a vertically integratedtytiiroviding electricity to retail customers withits traditional service area located in northwdstida and
to wholesale customers in the Southeast. Many faetifect the opportunities, challenges, and rigkSulf Power’s business of selling electricity.cEe
factors include the ability to maintain a constivetregulatory environment, to maintain and growergy sales given economic conditions, and to &ffelgt
manage and secure timely recovery of rising cdstese costs include those related to projectedteng demand growth, increasingly stringent
environmental standards, fuel prices, and stortorason costs. Appropriately balancing requiredts@nd capital expenditures with customer pridés w
continue to challenge Gulf Power for the foresee#iure.

Gulf Power continues to focus on several key petéorce indicators. These indicators include custaatsfaction, plant availability, system reliatyiJiand
net income after dividends on preference stock.additional information on these indicators, seeNAMGEMENT’'S DISCUSSION AND ANALYSIS —
OVERVIEW - “Key Performance Indicators” of Gulf Pewin Item 7 of the Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’
$(13.6) (53.8)

Gulf Power’s net income after dividends on prefegestock for the first quarter 2011 was $11.7 onllcompared to $25.3 million for the corresponding
period in 2010. The decrease was primarily duedoeiases in other operations and maintenance eepénthe first quarter 2011 and significantly esld
weather in the first quarter 2010.

Retail Revenue

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(29.9) (9.8

In the first quarter 2011, retail revenues were4$ tillion compared to $304.7 million for the cesponding period in 2010.
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Details of the change to retail revenues are davist

First Quarter

2011
(in millions) (% change
Retail— prior year $304.7
Estimated change —

Rates and pricin (2.0) (0.7)

Sales growth (decline 1.2 04

Weathel (9.5 (3.2

Fuel and other cost recove (19.6) (6.4)
Retail— current yea $274.¢ (9.9%

Revenues associated with changes in rates andgudeicreased in the first quarter 2011 when condparéhe corresponding period in 2010 primarily tlue
lower recoverable costs under Gulf Power’s envirental cost recovery clause due to lower KWH ensadgs.

Annually, Gulf Power petitions the Florida PSC fecovery of projected environmental compliancesastluding any true-up amount from prior periods,
and approved rates are implemented each JanuageThcovery provisions include related expensg®aaturn on average net investment. See Note 1 to
the financial statements of Gulf Power under “Resexi and Note 3 to the financial statements of Goliver under “Environmental Matters — Environmental
Remediation” and “Retail Regulatory Matters — Eomimental Cost Recovery” in Item 8 of the Form 1@sKadditional information.

Revenues attributable to changes in sales increagbd first quarter 2011 when compared to theesponding period in 2010. Weather-adjusted KWH
energy sales to residential and commercial cust®inereased 2.0% and 2.2%, respectively, due feehigse per customer. KWH energy sales to indlistria
customers increased 7.9% primarily due to the amddf a new large customer and several customgiism@ more energy during maintenance outages of the
customers’ onsite generation facilities.

Revenues attributable to changes in weather demitéaghe first quarter 2011 when compared to tireesponding period for 2010 due to significantiyder
weather in the first quarter 2010.

Fuel and other cost recovery revenues decreagbd first quarter 2011 when compared to the comedimg period for 2010 primarily due to lower fusist

for generation and lower purchased power energyregsired to meet a lower level of KWH energy safeuel and other cost recovery revenues incluele fu
expenses, the energy component of purchased posts; and purchased power capacity costs. Annuallif, Power petitions the Florida PSC for recovery
of projected fuel and purchased power costs inolyidiny true-up amount from prior periods, and appdaates are implemented each January. The rgcover
provisions generally equal the related expensediand no material effect on net income. See FUTHRRNINGS POTENTIAL — “Florida PSC Matters —
Fuel Cost Recovery” herein and MANAGEMENT’S DISCUSSI AND ANALYSIS — FUTURE EARNINGS POTENTIAL — “PSM™atters — Fuel Cost
Recovery” of Gulf Power in Iltem 7 and Note 1 to fimancial statements of Gulf Power under “Revehaesl Note 3 to the financial statements of Gulf
Power under “Retail Regulatory Matters — Fuel GRastovery” in Item 8 of the Form 10-K for additioriaformation.
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Wholesale Revenues — Non-Affiliates
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$3.1 11.1

Wholesale revenues from non-affiliates will varydading on fuel prices, the market cost of avadasiergy compared to the cost of Gulf Power and
Southern Company system-owned generation, demarghéogy within the Southern Company service taryjtand availability of Southern Company
system generation. Wholesale revenues from nohiasf are predominantly unit power sales undeg-@mm contracts to other Florida and Georgiatig#i
Revenues from these contracts have both capaditgrergy components. Capacity revenues refleaettmvery of fixed costs and a return on investment
under the contracts. Energy is generally sold ekt cost.

In the first quarter 2011, wholesale revenues fram-affiliates were $31.0 million compared to $2milion for the corresponding period in 2010. The
increase was primarily due to increased capacitgmees as a result of contracts effective in ticerseé quarter 2010.

Wholesale Revenues — Affiliates

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(5.4) (56.6)

Wholesale revenues from affiliates will vary depiegdon demand and the availability and cost of gatireg resources at each company within the Sonther
Company system. These affiliate sales are madeciordance with the IIC, as approved by the FER@se&Hransactions do not have a significant impact o
earnings since the energy is generally sold at imalrgost.

In the first quarter 2011, wholesale revenues faffitiates were $4.1 million compared to $9.5 noiflifor the corresponding period in 2010. The dexzreea:
primarily due to a 43.7% decrease in price relédddwer energy rates in the first quarter 2011 decreased energy revenues related to a 22.9%ededre
KWH energy sales due to decreases in customer déman

Fuel and Purchased Power Expenses

First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’

Fuel* $(21.0) (13.9)
Purchased pow«— nor-affiliates (0.9 (5.9
Purchased powe«— affiliates 3.9 (18.6)
Total fuel and purchased power exper $(25.2)

* Fuel includes fuel purchased by Gulf Power fdiirtg agreements where power is generated by tbeiger and is included in purchased power when
determining the average cost of purchased pc

In the first quarter 2011, total fuel and purchageder expenses were $155.4 million compared t®@$L&illion for the corresponding period in 201GeT
decrease in fuel and purchased power expensesugas @ $12.7 million decrease in the averageafdsiel and purchased power and a $12.5 million
decrease related to total KWHs generated and psedha
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Fuel and purchased power transactions do not haigndicant impact on earnings since energy exgemrse generally offset by energy revenues through
Gulf Power’s fuel cost recovery clause. See FUTUHEMRNINGS POTENTIAL — “Florida PSC Matters — Fuels&E&ecovery” herein for additional
information.

Details of Gulf Power’s cost of generation and pased power are as follows:

First Quartel First Quartel Percen
Average Cos 2011 2010 Change
(cents per net KWF
Fuel 4.6¢ 5.11 (8.22)
Purchased powe 5.37 5.5€ (3.42)

In the first quarter 2011, fuel expense was $1&iilBon compared to $152.7 million for the correspling period in 2010. The decrease was primariby tu
a 45.3% decrease in the average cost of naturalrgha 1.7% decrease in KWHs generated as a oésldtreased demand, partially offset by a 2.4%
increase in the average cost of coal.

Nor-Affiliates

In the first quarter 2011, purchased power expémse non-affiliates was $7.0 million compared ta4stillion for the corresponding period in 2010.€Th
decrease was primarily due to a 56.3% decreaseindlume of KWHs purchased, partially offset byl&n3% increase in average cost per KWH purchased.

Energy purchases from non-affiliates will vary deg@g on the market cost of available energy coeghéo the cost of Southern Company system-generatec
energy, demand for energy within the Southern Camggstem service territory, and the availabilifySouthern Company system generation.
Affiliates

In the first quarter 2011, purchased power expéwse affiliates was $16.6 million compared to $2dlion for the corresponding period in 2010. The
decrease was primarily due to a 3.4% decreasecimge cost per KWH purchased and a 16.5% decnedise volume of KWHSs purchased related to
decreases in customer demand.

Energy purchases from affiliates will vary depeigdom demand and the availability and cost of gamgyaesources at each company within the Southern
Company system. These purchases are made in aoncerdith the 1IC or other contractual agreemergsg@proved by the FERC.

Other Operations and Maintenance Expenses

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$10.1 14.3

In the first quarter 2011, other operations andntesiance expenses were $80.5 million compared@et$fillion for the corresponding period in 201GweT
increase was primarily due to planned outage maamtee expenses at Plant Crist.
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Depreciation and Amortizatior
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$3.7 13.1

In the first quarter 2011, depreciation and amatiin was $31.8 million compared to $28.1 millian the corresponding period in 2010. The increaae w
primarily due to the addition of environmental aohprojects and other net additions to transmissiod distribution facilities.

Allowance for Equity Funds Used During Constructic
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’
$0.7 54.2

In the first quarter 2011, AFUDC equity was $2.1lim compared to $1.4 million for the corresporgipperiod in 2010. The increase was primarily due to
construction of environmental control projects.

Interest Expense, Net of Amounts Capitaliz
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’
$2.2 19.7

In the first quarter 2011, interest expense, nenodunts capitalized was $13.6 million compare#iltb.4 million for the corresponding period in 20T0e
increase was primarily due to an increase in langitdebt resulting from the issuance of additicealior notes.

Income Taxes

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(8.3) (55.1)

In the first quarter 2011, income taxes were $6lBam compared to $15.1 million for the correspamgiperiod in 2010. The decrease was primarily tdue
lower 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 éags
depends on numerous factors that affect the oppitigts, challenges, and risks of Gulf Power’s basgof selling electricity. These factors includdfG
Power’s ability to maintain a constructive reguigitenvironment that continues to allow for the tiyneecovery of prudently incurred costs duringragiof
increasing costs. Future earnings in the near ¥glndepend, in part, upon maintaining energy salbgh is subject to a number of factors. Theséofac
include weather, competition, new energy contretis neighboring utilities, energy conservationgiieed by customers, the price of electricity, phiee
elasticity of demand, and the rate of economic ginocar decline in Gulf Power’s service area. Charigesonomic conditions impact sales for Gulf Pqwer
and the pace of the economic recovery remains taiceil he timing and extent of the economic recgweitl impact growth and may impact future earnings
For additional information relating to these issigee RISK FACTORS in Item 1A and MANAGEMENT'’S DISGSION AND ANALYSIS — FUTURE
EARNINGS POTENTIAL of Gulf Power in Item 7 of theoFm 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atietoenvironmental statutes and regulations coffiéttaearnings if such costs cannot continue tfubg
recovered in rates on a timely basis. Further, dniglosts that are recovered through regulated catgd contribute to reduced demand for electrjaithiich
could negatively impact results of operations, déshis, and financial condition. See MANAGEMENT'S®CUSSION AND ANALYSIS — FUTURE
EARNINGS POTENTIAL — “Environmental Matters” of GuPower in Item 7 and Note 3 to the financial steets of Gulf Power under “Environmental
Matters” in Item 8 of the Form 10-K for additioriaformation.

Carbon Dioxide Litigation
Kivalina Case

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Carb@ioxide Litigation —
Kivalina Case” of Gulf Power in Item 7 and Noteo3the financial statements of Gulf Power under ‘lEmvmental Matters — Carbon Dioxide Litigation —
Kivalina Case” in Item 8 of the Form 10-K for addital information regarding carbon dioxide litigati On February 23, 2011, the U.S. Court of Apptmls
the Ninth Circuit issued an order staying the eagéd June 15, 2011. The ultimate outcome of thégter cannot be determined at this time.

Air Quality

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envinmental Statutes and
Regulations — Air Quality” of Gulf Power in Itemof the Form 10-K for additional information regardiregulation of air quality. On May 3, 2011, the/A&
published a proposed rule, called Utility MACT (Miemam Achievable Control Technology), which wouldpose stringent emission limits on coal- and oil-
fired electric utility steam generating units (EGUBhe proposed rule establishes numeric emissiuitsifor acid gases, mercury, and total partietagatter.
Meeting the proposed limits would likely requiredétnal emission control equipment such as screl#CRs, baghouses, and other control measures at
many coal-fired EGUs. Pursuant to a court-appra@tsent decree, the EPA must issue a final rulddayember 16, 2011. Compliance for existing sources
would be required three years after the effectate @f the final rule. In the proposed rule, theAE#scussed the possibility of a one-year compkanc
extension which could be granted by the EPA oisthtes on a case-by-case basis if necessaryaliziil as proposed, compliance with this rule would
require significant capital expenditures and coarple costs at many of Gulf Power’s facilities whiculd impact unit retirement and replacement deass

In addition, results of operations, cash flows, findncial condition could be impacted if the ccests not recovered
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through regulated rates. Further, there is unagytaegarding the ability of the electric utilitydustry to achieve compliance with the requiremehtke
proposed rule within the proposed compliance pedod the limited compliance period could negayiveipact electric system reliability. The outconfe o
this rulemaking cannot be determined at this time.

Water Quality

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envitmental Statutes and
Regulations — Water Quality” of Gulf Power in Itéhof the Form 10-K for additional information redarg regulation of water quality. On April 20, 2011
the EPA proposed a rule that establishes standiardsducing impacts to fish and other aquatic difeised by cooling water intake structures atiexjst
power plants and manufacturing facilities. The @l addresses cooling water intake structuresearunits at existing facilities. The rule focuses
reducing adverse impacts to fish and other aqlitgidue to impingement (when fish and other aquii are trapped by water flow velocity against a
facility’s cooling water intake structure screeanyl entrainment (when aquatic organisms are dramugh a facility’s cooling water system after eimg
through the cooling water intake structure). Aféettooling water intake structures would have togly with national impingement standards (for irtak
velocity or alternatively numeric impingement retioc standards) and entrainment reduction requintsn@etermined on a case-by-case basis). Thesrule’
proposed impingement standards could require tégfizal improvements to cooling water intake stanes at many of Gulf Power’s existing generating
facilities, including facilities with closed-cycte-circulating cooling systems (cooling towers).dduress the rule’s entrainment standards, faslitith
once-through cooling systems may have to installicg towers. New units constructed at existinghpavould have to meet the national impingement
standards and install closed-cycle cooling or th@walent to meet the entrainment mandate. The E&fagreed in a settlement agreement to issuala fin
rule by July 27, 2012. If finalized as proposedneaf Gulf Power’s facilities may be subject torsfigant additional capital expenditures and coiuptie
costs that could affect future unit retirement egplacement decisions. Also, results of operatioash flows, and financial condition could be Siigantly
impacted if such costs are not recovered througtlaged rates. The ultimate outcome of this ruldngkannot be determined at this time.

Florida PSC Matters
Fuel Cost Recovery

Gulf Power has established fuel cost recovery rappsoved by the Florida PSC. In previous yeardf Bawer has experienced volatility in pricing ol
commodities with higher than expected pricing foalcand volatile price swings in natural gas. & projected fuel cost over or under recovery baaic
year-end exceeds 10% of the projected fuel revappécable for the period, Gulf Power is requiredibtify the Florida PSC and indicate if an adjustinto
the fuel cost recovery factor is being requested.

Under recovered fuel costs at March 31, 2011 tdt&l9.8 million, compared to $17.4 million at Ded®mmn31, 2010. This amount is included in under
recovered regulatory clause revenues on Gulf Pevw&ohdensed Balance Sheets herein. Fuel cost lgawenues, as recorded on the financial statement
are adjusted for differences in actual recoverabsts and amounts billed in current regulated rétesordingly, any change in the billing factor idinave

no significant effect on Gulf Power’s revenues et income, but would affect cash flow. See MANAGENES DISCUSSION AND ANALYSIS —

FUTURE EARNINGS POTENTIAL — “PSC Matters — Fuel €&ecovery” of Gulf Power in Item 7 and Notes 1 & the financial statements of Gulf
Power under “Revenues” and “Retail Regulatory MatteFuel Cost Recovery,” respectively, in Itemf 8he Form 10-K for additional information.
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Environmental Cost Recovel

In July 2010, Mississippi Power filed a requestdarertificate of public convenience and necedsityonstruct a flue gas desulfurization systemusioer) or
Plant Daniel Units 1 and 2. These units are joiatined by Mississippi Power and Gulf Power, wit0wnership each. The estimated total cost of the
project is approximately $625 million and is scheduor completion in early 2015. Hearings on teetificate request were held by the Mississippi RBC
January 25, 2011, but a final order has not yen liemied. On May 5, 2011, the Mississippi PSC ammraip to $19.5 million (with respect to Mississipp
Power’s ownership portion) in spending for 201 1tfar scrubber project. A decision on a final oridarot anticipated prior to issuance of the findlity
MACT rule in November 2011. The ultimate outcometa$ matter cannot be determined at this time.NS&BIAGEMENT’S DISCUSSION AND
ANALYSIS — FUTURE EARNINGS POTENTIAL — “PSC MattersEnvironmental Cost Recovery” of Gulf Power ianit 7 and Note 3 to the financial
statements of Gulf Power under “Retail Regulatogtters — Environmental Cost Recovery” in Item &haf Form 10-K for additional information.

Energy Conservation Cost Recove

Every five years, the Florida PSC establishes nenvaric conservation goals covering a 10-year pefoditilities to reduce annual energy and seaspeak
demand using demand-side management (DSM) prog#ites.the goals are established, utilities deveglgms and programs to meet the approved goals.
The costs for these programs are recovered thraighk established annually in the Energy Consenvaist Recovery clause.

The most recent goal setting process established>®M goals for the period 2010-2019. The new gaadssignificantly larger than the goals estabtisine
the previous five-year cycle due to a change irctig-effectiveness test on which the Florida P&ies to set the goals. Throughout 2010, Gulf Power
engaged in a process at the Florida PSC to deyddms and programs to meet the new DSM goals. T3 Program standards were approved in April
2011, which allow Gulf Power to implement its DSkbgrams designed to meet the new goals. Highemreostery rates and achievement of the new DSM
goals may result in reduced sales of electricitychvitould negatively impact results of operatiaregsh flows, and financial condition if base ratesnot be
adjusted on a timely basis.

See BUSINESS under “Rate Matters — Integrated Resd®lanning — Gulf Power” in Item 1 of the FormK @or a discussion of Gulf Power’s 10-year site
plan filed on an annual basis with the Florida PSC.

Income Tax Matters
Bonus Depreciatior

In September 2010, the Small Business Jobs andt@we&tcbf 2010 (SBJCA) was signed into law. The S8RBJincludes an extension of the 50% bonus
depreciation for certain property acquired and gubio service in 2010 (and for certain long-termstauction projects to be placed in service in 2011
Additionally, in December 2010, the Tax Relief, Wm@oyment Insurance Reauthorization, and Job Gne&tt (Tax Relief Act) was signed into law. Major
tax incentives in the Tax Relief Act include 100%nbs depreciation for property placed in serviterédeptember 8, 2010 and through 2011 (and foaioer
long-term construction projects to be placed iwiserin 2012) and 50% bonus depreciation for priypglaced in service in 2012 (and for certain |dagn
construction projects to be placed in service ih30pwhich will have a positive impact on the ftwash flows of Gulf Power. On March 29, 2011,1&®8
issued additional guidance and safe harbors rglatithe 50% and 100% bonus depreciation rulesedBan this guidance, Gulf Power estimates the piaten
increased cash flow for 2011 to be between appratdty $30 million and $40 million. The ultimate oate of this matter cannot be determined at this.ti

Other Matters

Gulf Power is involved in various other mattersrgelitigated and regulatory matters that could effature earnings. In addition, Gulf Power is sdbjto
certain claims and legal actions arising in thar@d/ course of business. Gulf Power’s businedsities are subject to extensive governmental ragph
related to public health and the environment, sagchegulation of air emissions and water dischalgégation over environmental issues and clairfis o
various types, including property damage, persimaty, common law nuisance, and citizen enforceneé®nvironmental requirements such as opacity and
air and water quality standards, has increasedrgiénthroughout the U.S. In particular, persomglify and other claims for damages caused by allege
exposure to hazardous materials, and common lasancé claims for injunctive relief and property dge allegedly caused by greenhouse gas and other
emissions, have become more frequent. The ultimatttome of such pending or potential litigationiagaGulf Power cannot be predicted at this time;
however, for current proceedings not specificadigarted herein or in Note 3 to the financial staets of Gulf Power in Item 8 of the Form 10-K,
management does not anticipate that the liabilitfemny, arising from such current proceedings lddwave a material adverse effect on Gulf Power’s
financial statements.

See the Notes to the Condensed Financial Statemergms for discussion of various other contingescregulatory matters, and other matters beiiygted
which may affect future earnings potential.
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ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Gulf Power prepares its financial statements iretance with GAAP. Significant accounting policae described in Note 1 to the financial statemehts
Gulf Power in Item 8 of the Form 10-K. In the applion of these policies, certain estimates areentiagt may have a material impact on Gulf Posvez5ult
of operations and related disclosures. Differestiagptions and measurements could produce estithatiesre significantly different from those recatde
the financial statements. See MANAGEMENT’'S DISCUSRIAND ANALYSIS — ACCOUNTING POLICIES — “Applicatin of Critical Accounting
Policies and Estimates” of Gulf Power in Item &t Form 10-K for a complete discussion of Gulf Bow critical accounting policies and estimatested
to Electric Utility Regulation, Contingent Obligatis, Unbilled Revenues, and Pension and OtheredRiostnent Benefits.

FINANCIAL CONDITION AND LIQUIDITY
Overview

Gulf Power’s financial condition remained stablévitrch 31, 2011. Gulf Power intends to continuentmitor its access to short-term and long-termtehpi
markets as well as its bank credit arrangememntsetet future capital and liquidity needs. See “Sesitaf Capital” and “Financing Activities” hereinrfo
additional information.

Net cash provided from operating activities tote#&d.2 million for the first three months of 201dnepared to $100.6 million for the correspondinggaeim
2010. The $13.4 million decrease was primarily tiua $32.4 million use of cash related to fuel meey increases in 2011 compared to reduction®r02e
$13.6 million decrease in net income, and an $8lbmdecrease due to payments to non-affiliagestially offset by a $27.9 million increase retite the
declining balance of customer receivables in 2Qdrhpared to its increasing balance in 2010, whick eréven by weather-related demands, and a
$13.7 million increase from taxes primarily relatedefunds received. Net cash used for investatiyities totaled $98.5 million in the first threeonths of
2011 compared to $97.4 million for the correspogdiariod in 2010. The $1.1 million increase in casld was primarily due to gross property additions
Net cash provided from financing activities totafdb.1 million for the first three months of 20tbmpared to $17.4 million for the correspondingqueim
2010. The $2.3 million decrease was primarily dukigher common stock dividends in 2011.

Significant balance sheet changes for the firsttgu2011 include a net increase of $76.5 milliopioperty, plant, and equipment, primarily related
environmental control projects; the issuance of mamm stock to Southern Company for $50 million; ardase of $32.5 million in prepaid expenses, prilgn
related to prepaid income taxes; and a $14.9 millerease in fossil fuel stock.

Capital Requirements and Contractual Obligations

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral Contractual
Obligations” of Gulf Power in Item 7 of the Form-KOfor a description of Gulf Power’s capital regerinents for its construction program, maturitietoafy-
term debt, as well as the related interest, lealsjative obligations, preference stock dividemqmgchase commitments, and trust funding requirgse
Approximately $110 million will be required througarch 31, 2012 for maturities of long-term debt.

The construction program of Gulf Power is curreetfimated to include a base level investment 8% million, $395.5 million, and $384.1 millionrfo
2011, 2012, and 2013, respectively. Included ise¢testimated amounts are environmental expenditii@smply with existing statutes and regulatiohs o
$175.9 million, $227.8 million, and $214.0 millidor 2011, 2012, and 2013, respectively. In addjt@olf Power currently estimates that potential
incremental investments to comply with anticipatesv environmental regulations are up to $17.1 amilfior 2011, up to $55.6 million for 2012, and op t
$107.3 million for 2013. If the EPA’s proposed WHIMACT rule is finalized as
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proposed, Gulf Power estimates the potential imrests in 2011 through 2013 for new environmentgil&ions will be closer to the upper end of theges
set forth above. The construction program is suligeperiodic review and revision, and actual cargtton costs may vary from these estimates becafuse
numerous factors. These factors include: changkasmess conditions; changes in load projectisttsm impacts; changes in environmental statutds an
regulations; changes in generating plants, inclydinit retirements and replacements, to meet ngulatory requirements; changes in FERC rules and
regulations; Florida PSC approvals; changes irslation; the cost and efficiency of constructiobdg equipment, and materials; project scope asdjde
changes; and the cost of capital. In addition,glwan be no assurance that costs related to capjtahditures will be fully recovered.

Sources of Capital

Gulf Power plans to obtain the funds required famstruction and other purposes from sources sirlétose used in the past, which were primaribyrfr
operating cash flows, short-term debt, securityasses, a longerm bank note, and equity contributions from SeuthCompany. However, the amount, t
and timing of any future financings, if needed \@g&pend upon regulatory approval, prevailing madamditions, and other factors. See MANAGEMENT'S
DISCUSSION AND ANALYSIS — FINANCIAL CONDITION AND UQUIDITY — “Sources of Capital” of Gulf Power indin 7 of the Form 10-K for
additional information.

Gulf Power’s current liabilities frequently exceegtrent assets because of the continued use dftetor debt as a funding source to meet scheduled
maturities of long-term debt, as well as cash nestigch can fluctuate significantly due to the sewity of the business. To meet short-term cagusand
contingencies, Gulf Power had at March 31, 201X@pmately $20.2 million of cash and cash equivileand $240 million of unused committed credit
arrangements with banks that will expire in 2010riBg the first quarter of 2011, one line of credit $30 million was extended until July 2011. Sedpsent

to March 31, 2011, Gulf Power extended the matumitywo other lines of credit totaling $75 milliomtil July 2011. Gulf Power expects to renew tHeses

of credit in July for at least a 364-day period.tld credit arrangements, $210 million contain gions allowing one-year term loans executable at
expiration. Gulf Power expects to renew its cradiatngements, as needed, prior to expiration. Ttresht arrangements provide liquidity support wlfG
Power’'s commercial paper borrowings and $69 milkoa dedicated to funding purchase obligationgee@lto variable rate pollution control revenue b®nd
See Note 6 to the financial statements of Gulf Raweler “Bank Credit Arrangements” in Item 8 of fherm 10-K and Note (E) to the Condensed Financial
Statements under “Bank Credit Arrangements” hefi@imdditional information. Gulf Power may also mskort-term cash needs through a Southern
Company subsidiary organized to issue and sell certial paper at the request and for the benefBudf Power and other Southern Company subsidiaries.
At March 31, 2011, Gulf Power had $83.0 millioncoimmercial paper borrowings outstanding with a Wieid average interest rate of 0.3% per annum.
During the first quarter 2011, Gulf Power had asrage of $55 million of commercial paper outstagdiha weighted average interest rate of 0.3% per
annum and the maximum amount outstanding was $1il8rmManagement believes that the need for waglkiapital can be adequately met by utilizing the
commercial paper program, lines of credit, and cash

Credit Rating Risk

Gulf Power does not have any credit arrangemeatsatbuld require material changes in payment sdeedar terminations as a result of a credit rating
downgrade. There are certain contracts that cagjdire collateral, but not accelerated paymerthénevent of a credit rating change to BBB- an&aa3 or
below. These contracts are for physical electrigitychases and sales, fuel transportation andggipsad energy price risk management. At Marci2611,
the maximum potential collateral requirements urilese contracts at a BBB- and/or Baa3 rating \appeoximately $125 million. At March 31, 2011, the
maximum potential collateral requirements undes¢heontracts at a rating below BBB- and/or Baa3vagproximately $530 million. Included in these
amounts are certain agreements

81




Table of Contents

GULF POWER COMPANY
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

that could require collateral in the event that onenore Power Pool participants has a creditgatimnge to below investment grade. Generallyataotl
may be provided by a Southern Company guarantgrlef credit, or cash. Additionally, any creditingg downgrade could impact Gulf Power’s ability to
access capital markets, particularly the short-tefst market.

Market Price Risk

Gulf Power’s market risk exposure relative to iastrrate changes for the first quarter 2011 hasmatged materially compared with the DecembeRG10
reporting period. Since a significant portion ofsianding indebtedness is at fixed rates, Gulf Pasveot aware of any facts or circumstances tatld/
significantly affect exposures on existing indelotesk in the near term. However, the impact on éufimancing costs cannot now be determined.

Due to cost-based rate regulation and other vagossrecovery mechanisms, Gulf Power continudmt@ limited exposure to market volatility in irest
rates, commodity fuel prices, and prices of eleityri To mitigate residual risks relative to movarteein electricity prices, Gulf Power enters intyygical
fixed-price contracts for the purchase and sakdagtricity through the wholesale electricity marad, to a lesser extent, into financial hedgeraaits for
natural gas purchases. Gulf Power continues to geaadinancial hedging program for fuel purchasedperate its electric generating fleet implemempiexd
the guidelines of the Florida PSC. As such, Gulf/®ohad no material change in market risk expofrthe first quarter 2011 when compared with the
December 31, 2010 reporting period.

The changes in fair value of energy-related dekieatontracts, the majority of which are composerkgulatory hedges, for the three months ended
March 31, 2011 were as follows:

First Quarter

2011
Changes
Fair Value
(in millions)
Contracts outstanding at the beginning of the perdgsets (liabilities), ni $(12)
Contracts realized or settls 2
Current period chang¢@ 1
Contracts outstanding at the end of the periogtaghabilities), ne $ (8)

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

The change in the fair value positions of the epreeipted derivative contracts for the three momihded March 31, 2011 was an increase of $3 mijllion
substantially all of which is due to natural gasipons. The change is attributable to both their@ of mmBtu and prices of natural gas. At March2i 1,
Gulf Power had a net hedge volume of 20.3 millianBtu with a weighted average contract cost appraiefy $0.46 per mmBtu above market prices,
compared to 19.6 million mmBtu at December 31, 20ith a weighted average contract cost approxima#@l67 per mmBtu above market prices. Natural
gas settlements are recovered through the fuereosvery clause.

Regulatory hedges relate to Gulf Power’s fuel-hedgirogram where gains and losses are initiallgnéad as regulatory liabilities and assets, respegt
and then are included in fuel expense as theyesm@vered through the fuel cost recovery clause.

Unrealized pre-tax gains and losses recognizeacionie for the three months ended March 31, 20128t6 for energy-related derivative contracts #vat
not hedges were not material.
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Gulf Power uses over-the-counter contracts thahatexchange traded but are fair valued usingeprichich are market observable, and thus falllietcel
2. See Note (C) to the Condensed Financial Statesnhenein for further discussion on fair value nueesents. The maturities of the energy-related
derivative contracts and the level of the fair edhierarchy in which they fall at March 31, 2011lrevas follows:

March 31, 2011
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $— $— $— $—
Level 2 (8) (5) (3) —
Level 3 — — — —
Fair value of contracts outstanding at end of $8) $(5) $(3 $—

The Dodd-Frank Wall Street Reform and Consumereetmn Act (Dodd-Frank Act) enacted in July 201@ldampact the use of over-the-counter
derivatives by Gulf Power. Regulations to implemtiyet Dodd-Frank Act could impose additional requieaits on the use of over-the-counter derivatives,
such as margin and reporting requirements, whictidcaffect both the use and cost of over-the-cauiéeivatives. The impact, if any, cannot be deteet
until regulations are finalized.

For additional information, see MANAGEMENT'S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Market Price Risk”
of Gulf Power in Item 7 and Note 1 under “Finandrdtruments” and Note 10 to the financial statetmen Gulf Power in Item 8 of the Form 10-K and blot
(H) to the Condensed Financial Statements herein.

Financing Activities

On January 20, 2011, Gulf Power issued to SoutGempany 500,000 shares of common stock, withouvalaie, and realized proceeds of $50 million. The
proceeds were used to repay a portion of Gulf Pevetiort-term indebtedness and for other generglocate purposes, including Gulf Power’s continuous
construction program.

Subsequent to March 31, 2011, Gulf Power extenldednaturity date of a $110 million variable ratakaote until June 30, 2011.
In addition to any financings that may be necesgaryeet capital requirements, contractual oblayegi and storm-recovery, Gulf Power plans to comtin
when economically feasible, a program to retirdhbigcost securities and replace these obligatiotislawer-cost capital if market conditions permit.
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CONDENSED STATEMENTS OF INCOME (UNAUDITED)

For the Three Month
Ended March 31
2011 2010
(in thousands
Operating Revenues

Retail revenue $180,47: $186,58"
Wholesale revenues, r-affiliates 69,85 78,88¢
Wholesale revenues, affiliat 9,30( 14,67¢
Other revenue 3,651 3,481
Total operating revenus 263,27t 283,63t
Operating Expenses

Fuel 121,05« 130,79°
Purchased power, n-affiliates 1,01( 3,621
Purchased power, affiliatt 8,35( 14,72
Other operations and maintenal 70,36 67,33¢
Depreciation and amortizatic 19,86: 18,67¢
Taxes other than income ta> 17,48 18,46(
Total operating expens 238,12! 253,61.
Operating Income 25,15 30,02¢
Other Income and (Expense)

Allowance for equity funds used during construci 3,131 18
Interest incom 34z 33
Interest expense, net of amounts capital (6,013 (6,179
Other income (expense), r (403) 1,531
Total other income and (expen: (2,949 (4,597
Earnings Before Income Taxe: 22,20¢ 25,42¢
Income taxe: 7,15¢ 9,74:
Net Income 15,05( 15,68¢
Dividends on Preferred Stock 43: 432
Net Income After Dividends on Preferred Stock $ 14,61° $ 15,25:

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (UNAULED)

For the Three Month
Ended March 31

2011 2010
(in thousands
Net Income After Dividends on Preferred Stock $ 14,617 $ 15,25:
Other comprehensive income (los
Qualifying hedges
Changes in fair value, net of tax of $(1) and $&28pectively &) 20
Comprehensive Income $ 14,61¢ $ 15,27:

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

For the Three Month
Ended March 31
2011 2010
(in thousands
Operating Activities:

Net income $ 15,05( $ 15,68¢
Adjustments to reconcile net income to net cashigeal from operating activitie—
Depreciation and amortization, to 21,44 20,11¢
Deferred income taxe 10,01¢ (8,080
Investment tax credits receiv 9,75( —
Allowance for equity funds used during construct (3,13)) (18
Pension, postretirement, and other employee bsi 1,03 1,822
Stock based compensation expe 813 757
Tax benefit of stock optior 73 24
Generation construction screening cc — (18,837
Other, ne (1,436 1,13¢
Changes in certain current assets and liabil—
-Receivable: 11,59: 7,71
-Fossil fuel stocl (53¢) 17,761
-Materials and supplie (317) (88E)
-Prepaid income taxe 15,97¢ —
-Other current asse 1,64¢ (8,262)
-Accounts payabl 17,53¢ 97C
-Accrued taxe: (31,219 (12,109
-Accrued compensatic (9,55¢6) (7,719
-Over recovered regulatory clause rever 7,75¢€ 7,59¢
-Other current liabilitie (149 (709)
Net cash provided from operating activit 66,35’ 16,97
Investing Activities:
Property addition (148,91) (19,059
Cost of removal, net of salvas (2,830 (3,37%)
Construction payable 33,29 2,81z
Capital grant proceec 16,91: —
Distribution of restricted cas 50,00( —
Other investing activitie (839 (5,316
Net cash used for investing activiti (52,379 (24,939
Financing Activities:
Proceed—
Capital contributions from parent compe 50,61( 752
Gross excess tax benefit of stock opti 10¢€ 75
Redemption—
Capital lease (349 (329
Other lon¢-term debt (130,001)
Payment of preferred stock divider (433 (4393
Payment of common stock divider (18,875 (17,150)
Other financing activitie (419 ®
Net cash used for financing activiti (99,359 (17,080
Net Change in Cash and Cash Equivalent (85,38¢) (25,039
Cash and Cash Equivalents at Beginning of Perio 160,77¢ 65,02¢
Cash and Cash Equivalents at End of Perio $ 75,39: $ 39,98¢

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

Interest (net of $994 and $9 capitalized for 20dd 2010, respectively $ 6,13¢ $ 7,02¢
Income taxes (net of refunc (32,299 (3,82))
Noncash transactior— accrued property additions at end of pel 72,11 6,501

The accompanying notes as they relate to MissisBipwer are an integral part of these condenseahiial statements.
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At March 31, At December 3:
Assets 2011 2010
(in thousands

Current Assets:

Cash and cash equivalel $ 75,390 % 160,77¢
Restricted cash and cash equivale 50,00(
Receivable—
Customer accounts receival 31,35¢ 37,53:
Unbilled revenue 25,99: 31,01(
Other accounts and notes receive 9,34t 11,22(
Affiliated companies 30,90¢ 17,837
Accumulated provision for uncollectible accou (467) (63€)
Fossil fuel stock, at average ¢ 112,77 112,24(
Materials and supplies, at average ¢ 28,98¢ 28,67:
Other regulatory assets, curr 60,44( 63,89¢
Prepaid income taxe 46,45¢ 59,59¢
Other current asse 21,48: 19,05%
Total current asse 442 ,66¢ 591,20(
Property, Plant, and Equipment:
In service 2,416,24. 2,392,47
Less accumulated provision for deprecia 980,89¢ 971,55¢
Plant in service, net of depreciati 1,435,341 1,420,91
Construction work in progre: 383,61¢ 274,58!
Total property, plant, and equipme 1,818,96! 1,695,50:!
Other Property and Investments 6,111 5,90(
Deferred Charges and Other Assets
Deferred charges related to income te 21,52 18,06
Other regulatory assets, defer 128,37¢ 132,42(
Other deferred charges and as: 20,351 33,23
Total deferred charges and other as 170,25° 183,71¢
Total Assets $ 2,438,000 $ 2,476,32

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

Current Liabilities:
Securities due within one ye
Accounts payabl—

Affiliated

Other
Customer deposi
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 ta»
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 (I

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

At March 31, At December 3:
2011 2010
(in thousands
$ 126,46 $ 256,43
48,14¢ 51,887
116,91 59,29t
13,181 12,54
8,75: 4,35¢
16,147 51,70¢
5,132 5,93:
6,521 16,07¢
5,73( 6,177
84,80: 77,04¢
24,82°¢ 27,52¢
20,45¢ 20,11
477,06° 589,09
461,69¢ 462,03.
298,72« 281,96
12,09¢ 11,79:
43,09¢ 33,67¢
114,36¢ 113,96:
115,19: 111,61«
60,45: 58,81«
37,86t 43,21
681,79¢ 655,04
1,620,55! 1,706,17.
32,78( 32,78(
37,691 37,69
444,34 392,79(
302,62 306,88!
— 2
784,66 737,36¢
$ 2,438,000 $ 2,476,32

The accompanying notes as they relate to MissisBipwer are an integral part of these condenseahiial statements.
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FIRST QUARTER 2011 vs. FIRST QUARTER 2010

OVERVIEW

Mississippi Power operates as a vertically integtattility providing electricity to retail customgewithin its traditional service area located witktie State ¢
Mississippi and to wholesale customers in the Ssagh Many factors affect the opportunities, cimgéss, and risks of Mississippi Power’s businessetiing
electricity. These factors include the ability taintain a constructive regulatory environment, &intain and grow energy sales given economic cimmdit
and to effectively manage and secure timely regow€rising costs. These costs include those relaigrojected long-term demand growth, increagingl
stringent environmental standards, fuel pricesitabgxpenditures, and restoration following magtorms. Mississippi Power has various regulatory
mechanisms that operate to address cost recovpprofriately balancing required costs and capitpkaditures with customer prices will continue to
challenge Mississippi Power for the foreseeablaréut

Mississippi Power continues to focus on severalgeyormance indicators. In recognition that Misgpi Power’s long-term financial success is depand
upon how well it satisfies its customers’ needssdWisippi Powes retail base rate mechanism, PEP, includes peaftzenindicators that directly tie custor
service indicators to Mississippi Power’s alloweturn. In addition to the PEP performance indicgtbtississippi Power focuses on other performance
measures, including broader measures of custortisfassion, plant availability, system reliabilitgnd net income after dividends on preferred stBok.
additional information on these indicators, see MABEMENT’'S DISCUSSION AND ANALYSIS — OVERVIEW — “Keyerformance Indicators” of
Mississippi Power in Iltem 7 of the Form 10-K.

RESULTS OF OPERATIONS
Net Income

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(0.7) (4.2

Mississippi Powes net income after dividends on preferred stockHerfirst quarter 2011 was $14.6 million compai@815.3 million for the correspondit
period in 2010. The decrease in net income afiedeinds on preferred stock for the first quartet2&as primarily due to an increase in other opmmatanc
maintenance expenses, a decrease in other incoqeng®), net primarily resulting from a decreasanmounts collected from customers for contributions
aid of construction, a decrease in capacity revefmoen customers served outside Mississippi Povsarsice territory, and a decrease in territoraddo
revenues due to significantly colder weather infitge quarter 2010. The decrease in net incorer dividends on preferred stock for the first gea2011
was partially offset by an increase in AFUDC equésgulting from construction of the Kemper IGCC.

Retail Revenue

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(6.1) (3.3)

In the first quarter 2011, retail revenues were@38nillion compared to $186.6 million for the cesponding period in 2010.
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Details of the change to retail revenues are dgvist

First Quarter

2011
(in millions) (% change
Retail- prior year $186.€
Estimated change —

Rates and pricin 1.C 0.t

Sales growth (decline 3.t 1.6

Weathel (4.0 (2.2)

Fuel and other cost recove (6.€) (3.5)
Retail—- current yea $180.£ (3.9%

Revenues associated with changes in rates andgii@reased in the first quarter 2011 when contbtréhe corresponding period in 2010 due to an
increase of $1.0 million related to the ECO Plae.r§ee MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTRE EARNINGS POTENTIAL —
“PSC Matters — Environmental Compliance OvervieanPlof Mississippi Power in Item 7 of the Form 10akd FUTURE EARNINGS POTENTIAL —
“Mississippi PSC Matters — Retail Regulatory MagterEnvironmental Compliance Overview Plan” hefemadditional information.

Revenues attributable to changes in sales increéagkd first quarter 2011 when compared to theesponding period in 2010, primarily resulting froime
continued recovery of some larger industrial cusianKWH energy sales to industrial customers amed 6.5% due to increased production for sevamgd
industrial customers resulting from improving ecomo conditions. Weather-adjusted KWH energy salebe residential and commercial customers
remained relatively flat when compared to the cgromding period in 2010.

Revenues attributable to changes in weather demtéashe first quarter 2011 when compared to tireesponding period for 2010 primarily due to
significantly colder weather in the first quart€®.

Fuel and other cost recovery revenues decreadéd first quarter 2011 when compared to the cooeding period in 2010 primarily as a result of lewe
recoverable fuel costs. Recoverable fuel costsidecfuel and purchased power expenses reducea hyehportion of wholesale revenues from enerdg so
to customers outside Mississippi Power’s servicetdey. Electric rates include provisions to adjbalings for fluctuations in fuel costs, includjrthe energy
component of purchased power costs. Under thesgsmmos, fuel revenues generally equal fuel expgniseluding the fuel component of purchased power
costs, and do not affect net income.

Wholesale Revenues — Non-Affiliates

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(9.0) (11.5)

Wholesale revenues from non-affiliates will varypdading on fuel prices, the market cost of avadladiergy compared to the cost of Mississippi Pamer
Southern Company system-owned generation, demarhéogy within the Southern Company service taryjtand the availability of Southern Company
system generation. Increases and decreases iruesvdrat are driven by fuel prices are accompamyegh increase or decrease in fuel costs and dbawet :
significant impact on net income.

In the first quarter 2011, wholesale revenues fram-affiliates were $69.9 million compared to $7&#lion for the corresponding period in 2010. The
decrease was due to $6.6 million in decreased umgefiom customers inside Mississippi Power’s serterritory and $2.4 million in decreased revenues
from customers outside Mississippi Power’s

90




Table of Contents

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

service territory. The $6.6 million decrease inenewes from customers inside Mississippi Power'siseiterritory was primarily due to a $6.1 million
decrease in fuel revenues and a $0.5 million deereawholesale base revenues due to significantjer weather in the first quarter 2010, partialfiset by
a wholesale base rate increase effective Janudry. Zbie $2.4 million decrease in revenues fromarusts outside Mississippi Power’s service territwas
primarily due to a $1.1 million decrease in sat$0.5 million decrease associated with lower griesulting from lower marginal cost of fuel, and a
$0.8 million decrease in capacity revenues.

Wholesale Revenues — Affiliates

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(5.4) (36.6)

Wholesale revenues from affiliates will vary depiegdon demand and the availability and cost of gatireg resources at each company within the Somther
Company system. These affiliate sales are madeciordance with the IIC, as approved by the FER@se€Hransactions do not have a significant impact o
earnings since the energy is generally sold at imalrgost.

In the first quarter 2011, wholesale revenues faffiiates were $9.3 million compared to $14.7 ioifl for the corresponding period in 2010. The dasee
was primarily due to a $4.4 million decrease inrgpeevenues, of which $2.9 million was associatétti decreased sales and $1.5 million was assaciate
with lower prices. Capacity revenues decreasedlly fillion.

Fuel and Purchased Power Expenses

First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’

Fuel $ (9.7) (7.4)
Purchased powe nor-affiliates (2.€) (72.3)
Purchased powe affiliates (6.9 (43.9)
Total fuel and purchased power exper $(18.9)

In the first quarter 2011, total fuel and purchageder expenses were $130.4 million compared t®d1vhillion for the corresponding period in 201GeT
decrease was primarily due to an $11.7 million éase in cost of fuel and purchased power and arflibn decrease in total KWHs generated and
purchased.

Fuel and purchased power transactions do not haignéicant impact on earnings since energy exgemase generally offset by energy revenues through
Mississippi Power’s fuel cost recovery clause. Bd&@ URE EARNINGS POTENTIAL — “Mississippi PSC Matter Retail Regulatory Matters” herein for
additional information.

Details of Mississippi Power’s cost of generationd purchased power are as follows:

First Quartel First Quartel Percen
Average Cos 2011 2010 Change
(cents per net KWF
Fuel 3.9z 4.2% (7.3
Purchased pow 3.0¢ 3.7¢ (18.1)
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In the first quarter 2011, fuel expense was $1#iilllon compared to $130.8 million for the correspling period in 2010. The decrease was primariky tu
a 7.3% decrease in the price of fuel primarily Hésg from lower gas prices and a 0.1% decreaggeireration from Mississippi Power facilities resgt
from lower energy demand in the first quarter 26adtnpared to the corresponding period in 2010.

Nor-Affiliates

In the first quarter 2011, purchased power expémse non-affiliates was $1.0 million compared ta&illion for the corresponding period in 2010.€Th
decrease was primarily the result of a 54.2% deer@athe average cost of purchased power per KildHhe89.1% decrease in KWH volume purchased. The
decrease in prices was due to a lower marginalafdsel while the decrease in volume was a resiuftigher cost opportunity purchases.

Energy purchases from non-affiliates will vary degi@g on the market cost of available energy coegéo the cost of Southern Company system-generatec
energy, demand for energy within the Southern Caomsgstem service territory, and availability ofuitern Company system generation.
Affiliates

In the first quarter 2011, purchased power expéuse affiliates was $8.3 million compared to $1illion for the corresponding period in 2010. The
decrease was primarily due to a 37.3% decreas&\H Kolume purchased and a 9.5% decrease in thageeost of purchased power per KWH.

Energy purchases from affiliates will vary depeigdim demand and the availability and cost of gamgraesources at each company within the Southern
Company system. These purchases are made in aocerdith the IIC, as approved by the FERC.

Other Operations and Maintenance Expenses

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$3.1 4.5

In the first quarter 2011, other operations andntesiance expenses were $70.4 million compared#®$6illion for the corresponding period in 201GweT
increase was primarily due to a $2.9 million inse& generation maintenance expenses for sevejaf stheduled outages and a $1.0 million increase
expense for a combined cycle long-term serviceeageat due to a 29% increase in operating hoursesuét of lower gas prices. These expenses were
partially offset by a $0.7 million decrease in adistrative and general expenses primarily due tsio@ costs and other employee benefits.

Depreciation and Amortizatiol
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$1.2 6.4

In the first quarter 2011, depreciation and amatiin was $19.9 million compared to $18.7 millian the corresponding period in 2010. The increasse w
primarily due to a $1.0 million increase in depagicin resulting from an increase in plant in sesvic
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Taxes Other Than Income Taxes

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(1.0) (5.3)

In the first quarter 2011, taxes other than incéaxes were $17.5 million compared to $18.5 millionthe corresponding period in 2010. The decresas
primarily due to a $1.3 million decrease in ad vaip taxes and a $0.2 million decrease in frandaises, partially offset by a $0.4 million increase
corporate franchise taxes and a $0.1 million ingeea payroll taxes.

The retail portion of ad valorem taxes is recoviraimder Mississippi Power’s ad valorem tax cosbvery clause and, therefore, does not affectrrosime.
Allowance for Equity Funds Used During Constructic
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$3.1 N/M

N/M — Not meaningful

In the first quarter 2011, AFUDC equity increas&dl$million as compared to the corresponding peind2010 primarily due to increases in constructién
the Kemper IGCC which began in June 2010 with fhiaval of the certificate order by the MississipiC. See Note 3 to the financial statements of
Mississippi Power under “Integrated Coal GasificatCombined Cycle” in Item 8 of the Form 10-K andTRJRE EARNINGS POTENTIAL — “Integrated
Coal Gasification Combined Cycle” herein for adafital information regarding the Kemper IGCC.

Interest Expense, Net of Amounts Capitaliz

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(0.2) 2.7)

In the first quarter 2011, interest expense, netnodunts capitalized was $6.0 million compareda $nillion for the corresponding period in 201G.eT
decrease was primarily due to a $1.0 million inseeim AFUDC debt expense primarily associated wiehKemper IGCC, partially offset by a $0.7 million
increase in interest expense associated with shamce of new long-term debt in September and Dieee#010.

Other Income (Expense), Net

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
($1.9) N/M

N/M — Not meaningful

In the first quarter 2011, other income (expense)was ($0.4) million compared to $1.5 million fbe corresponding period in 2010. The decrease was
primarily due to a $1.5 million decrease in amowuected from customers for contributions in afdconstruction and a $0.5 million decrease in @usr
projects.
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Income Taxes

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(2.5) (26.5)

In the first quarter 2011, income taxes were $7lRam compared to $9.7 million for the correspomgliperiod in 2010. The decrease was primarily duee t
$1.3 million decrease resulting from the decreageé-tax earnings and a $1.2 million decrease@aa increase in AFUDC equity which is non-taxable

FUTURE EARNINGS POTENTIAL

The results of operations discussed above areauassarily indicative of Mississippi Power’s fute@nings potential. The level of Mississippi Power
future earnings depends on numerous factors tfettahe opportunities, challenges, and risks a§idisippi Power’s business of selling electricligese
factors include Mississippi Power’s ability to mi@im a constructive regulatory environment thatticwres to allow for the timely recovery of prudgntl
incurred costs during a time of increasing costsufe earnings in the near term will depend, iri,pgron maintaining energy sales which is subjeet t
number of factors. These factors include weath@npetition, new energy contracts with neighboritilities, energy conservation practiced by cust@ner
the price of electricity, the price elasticity afrdand, and the rate of economic growth or decfindississippi Power’s service area. Changes in @oan
conditions impact sales for Mississippi Power dralgace of the economic recovery remains uncefféi@timing and extent of the economic recovery wil
impact growth and may impact future earnings. Ealittonal information relating to these issues, R&8K FACTORS in Item 1A and MANAGEMENT'S
DISCUSSION AND ANALYSIS — FUTURE EARNINGS POTENTIAbLf Mississippi Power in Item 7 of the Form 10-K.

Environmental Matters

Compliance costs related to the Clean Air Act atimtoenvironmental statutes and regulations coffiétiaearnings if such costs cannot continue tfubg
recovered in rates on a timely basis. Further,driglosts that are recovered through regulated catgd contribute to reduced demand for electrjaitlich
could negatively impact results of operations, déshis, and financial condition. See MANAGEMENT'SSCUSSION AND ANALYSIS — FUTURE
EARNINGS POTENTIAL — “Environmental Matters” of Migssippi Power in Item 7 and Note 3 to the finahsfatements of Mississippi Power under
“Environmental Matters” in Item 8 of the Form 10fé¢ additional information.

New Source Review Actior

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — New @ce Review Actions”
of Mississippi Power in Item 7 and Note 3 to thficial statements of Mississippi Power under “Enmvnental Matters — New Source Review Actions” in
Item 8 of the Form 10-K for additional informatioggarding civil actions brought by the EPA agaoestain Southern Company subsidiaries. The EPA’s
action against Alabama Power alleged that AlabaaveeP violated the NSR provisions of the Clean Aat And related state laws with respect to certhits
coal-fired generating facilities. On March 14, 20ftie U.S. District Court for the Northern Distraft Alabama granted Alabama Powsemotion for summal
judgment on all remaining claims and dismissedctime with prejudice. The EPA has the right to alppéhin 60 days of the order. The ultimate outcoorf:
this matter cannot be determined at this time.

94




Table of Contents

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

Carbon Dioxide Litigation
Kivalina Case

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — CarbBioxide Litigation —
Kivalina Case” of Mississippi Power in Iltem 7 andtBl 3 to the financial statements of MississippivBounder “Environmental Matters — Carbon Dioxide
Litigation — Kivalina Case” in Item 8 of the Forn®-K for additional information regarding carbon xiide litigation. On February 23, 2011, the U.S. @ou
of Appeals for the Ninth Circuit issued an ordexysitg the case until June 15, 2011. The ultimateasue of this matter cannot be determined at tims.t

Air Quality

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envirmental Statutes and
Regulations — Air Quality” of Mississippi Power li@m 7 of the Form 1@ for additional information regarding regulatiohair quality. On May 3, 2011, tt
EPA published a proposed rule, called Utility MAQWaximum Achievable Control Technology), which wduinpose stringent emission limits on coal- and
oil-fired electric utility steam generating uniEGUs). The proposed rule establishes numeric eonidinits for acid gases, mercury, and total pattite
matter. Meeting the proposed limits would likelguée additional emission control equipment suckasbbers, SCRs, baghouses, and other control
measures at many coal-fired EGUs. Pursuant to @-epproved consent decree, the EPA must issuebrfile by November 16, 2011. Compliance for
existing sources would be required three years tfteeffective date of the final rule. In the pospd rule, the EPA discussed the possibility afiecgear
compliance extension which could be granted byERA or the states on a case-by-case basis if rgesifinalized as proposed, compliance with thike
would require significant capital expenditures andhpliance costs at many of Mississippi Power’difas which could impact unit retirement and
replacement decisions. In addition, results of afens, cash flows, and financial condition coudditnpacted if the costs are not recovered throeghlated
rates. Further, there is uncertainty regardingathibity of the electric utility industry to achiexmpliance with the requirements of the proposiel within
the proposed compliance period, and the limitedpti@nce period could negatively impact electrictsgs reliability. The outcome of this rulemaking nah
be determined at this time.

In October 2008, the EPA approved a revision tdAfaa’s State Implementation Plan (SIP) requiremmtésed to opacity which granted some flexibitiby
affected sources while requiring compliance with#dma’s very strict opacity limits through use ofiinuous opacity monitoring system data. In agleni
published on April 6, 2011, the EPA responded temvironmental group’s request for reconsideralipmttempting to rescind its previous approvalhef t
Alabama SIP revision. Mississippi Power's jointlyuoed facility with Alabama Power in Greene Coumtigbama is impacted by this decision. On April 8,
2011, Alabama Power filed an appeal of that degigiith the U.S. Court of Appeals for the EleveniicGit and requested the court to stay the effecibss
of the EPA’s attempted rescission pending judi@alew. Absent a stay, the EPA’s decision will bmeceffective May 6, 2011 and the rule under which
Alabama Power has been operating since Januaryrga@@ot be available unless Alabama Power’'s appeakolved in its favor by the court. If the EBA’
decision is allowed to take effect, it will likelgnpact unit availability and result in increasedimbenance and compliance costs. The final outcontiei®
matter cannot be determined at this time.

Water Quality

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — Envinmental Statutes and
Regulations — Water Quality” of Mississippi Powettem 7 of the Form 10-K for additional informaticegarding regulation of water quality. On Apt,2
2011, the EPA proposed a rule that establisheslatds for reducing impacts to fish and other agudé caused by cooling water intake structuresxasting
power plants and manufacturing facilities. The mlko addresses cooling water intake structuresdarunits at existing
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facilities. The rule focuses on reducing adversgaats to fish and other aquatic life due to impmgat (when fish and other aquatic life are trappeaater
flow velocity against a facility’s cooling watertake structure screens) and entrainment (when iaquraanisms are drawn through a facility’s coolimgter
system after entering through the cooling watekatstructure). Affected cooling water intake stnoes would have to comply with national impingemen
standards (for intake velocity or alternatively raria impingement reduction standards) and entrammegluction requirements (determined on a case-by-
case basis). The rule’s proposed impingement stdadauld require technological improvements tdiogowvater intake structures at many of Mississippi
Power’s existing generating facilities, includiragilities with closed-cycle re-circulating coolisgstems (cooling towers). To address the rule’saamhent
standards, facilities with once-through coolingteyss may have to install cooling towers. New uedBsstructed at existing plants would have to nmeet t
national impingement standards and install clogexdeacooling or the equivalent to meet the entr&nhmandate. The EPA has agreed in a settlement
agreement to issue a final rule by July 27, 20flnélized as proposed, some of Mississippi Posvéatilities may be subject to significant additibnapital
expenditures and compliance costs that could affiéete unit retirement and replacement decisidso, results of operations, cash flows, and firanc
condition could be significantly impacted if suabsts are not recovered through regulated ratesulfingate outcome of this rulemaking cannot be
determined at this time.

Mississippi PSC Matters
Retail Regulatory Matter:
Performance Evaluation Pla

See Note 3 to the financial statements of Misspg$ower under “Retail Regulatory Matters — Perfance Evaluation Plan” in Item 8 of the Form 10-K fo
additional information regarding Mississippi Povesbase rates.

In November 2010, Mississippi Power filed its anrfREP filing for 2011, which indicated a rate ingse of 1.936%, or $16.1 million, annually. On
January 10, 2011, the Mississippi Public Utilit&siff (MPUS) contested the filing. The ultimateanrhe of this matter cannot be determined at this ti

On March 15, 2011, Mississippi Power submittecitaual PEP lookback filing for 2010, which recomufesh no surcharge or refund. On May 2, 2011,
Mississippi Power received a letter from the MPUkpadting certain items in the 2010 PEP lookbadkdil The ultimate outcome of this matter cannot be
determined at this time.

System Restoration Rider

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — System RestovatRider” of
Mississippi Power in Item 7 of the Form 10-K fod#@bnal information.

On January 31, 2011, Mississippi Power submite@®11 SRR rate filing with the Mississippi PSCjatproposed that Mississippi Power be allowed to
accrue approximately $3.6 million to the propergyédge reserve in 2011. On May 5, 2011, the filiag approved by the Mississippi PSC.

Environmental Compliance Overview Pl

See Note 3 to the financial statements of Missg$ower under “Retail Regulatory Matters — Envirmmtal Compliance Overview Plan” in Item 8 of the
Form 10-K for information on Mississippi Power'sraral environmental filing with the Mississippi PSC.

On February 14, 2011, Mississippi Power submittedCO Plan notice which proposed an immateriatedese in annual revenues. In addition, Mississippi
Power proposed to change the ECO Plan collectidng& more appropriately match ECO revenues &iftO expenditures. On April 7, 2011, due to
changes in ECO Plan cost projections, Mississippid? submitted a revised 2011 ECO Plan which chattye requested annual revenues to a $0.9 million
decrease. On May 5, 2011, hearings on the revig#d Flan were held and the filing was approved keyMississippi PSC with the new rates effective in
May 2011.

In July 2010, Mississippi Power filed a requestdarertificate of public convenience and necedsitgonstruct a flue gas desulfurization systemusioer) or
Plant Daniel Units 1 and 2. These units are joiatined by Mississippi Power and Gulf Power, wit60wnership each. The estimated total cost of the
project is approximately $625 million with Missippi Power’s portion being $312.5 million. As of Mar31, 2011, total project expenditures were
$19.5 million with Mississippi Power’s portion begi$9.7 million. The project is scheduled for contiple in early 2015. Mississippi Power’s portiontbé
cost, if approved by the Mississippi PSC, is expetb be recovered through the ECO
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Plan. Hearings on the certificate request were bglthe Mississippi PSC on January 25, 2011, Hintzd order has not yet been issued. On May 5, 2011
conjunction with the ECO Plan hearings, the MispEsPSC approved up to $19.5 million (with respecMississippi Power’s ownership portion) in
spending for 2011 for the scrubber project. A deai®n a final order is not anticipated prior teuance of the final Utility MACT rule in Novembe®21.
The ultimate outcome of this matter cannot be deitezd at this time.

Certificated New Plant

On April 27, 2011, Mississippi Power submittedhe Mississippi PSC a proposed rate schedule degdilertificated New Plant-A (CNR), a new propose
cost recovery mechanism designed specifically tcover financing costs during the construction plafgbe Kemper IGCC. Annual CNP-A rate filings
would be made with the first filing occurring in ember 2011. If approved by the Mississippi PS€overy through CNP-A will remain in place thereafte
until the end of the calendar year that the KendB&C is placed into commercial service, which igjpcted to be 2014. Certificated New Pl&jtwhich will
be filed at a later date, would propose to govaetes effective from the first calendar year after iKemper IGCC is placed into commercial serviceugh
the first seven full calendar years of its operatibhe ultimate outcome of this matter cannot lerdened at this time.

Fuel Cost Recover

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “PSC Matters — Fuel Cost RecagVenf Mississippi
Power in Item 7 of the Form 10-K for informatiorgeeding Mississippi Power’s fuel cost recovery. 8isippi Power establishes, annually, a retail fost
recovery factor that is approved by the MississRHC. Mississippi Power is required to file foraatjustment to the retail fuel cost recovery faetonually;
such filing occurred in November 2010. The MisgipsPSC approved the retail fuel cost recoverydiaict December 2010, with the new rates effective i
January 2011. The retail fuel cost recovery faaitirresult in an annual decrease in an amount leiguz.0% of total 2010 retail revenue. At March 3011,
the amount of over recovered retail fuel costsudet in the balance sheets was $57.7 million coetpar $55.2 million at December 31, 2010. Missigsip
Power also has a wholesale Municipal and Rural éiatons (MRA) and a Market Based (MB) fuel costaeery factor. Effective January 1, 2011, the
wholesale MRA fuel rate decreased, resulting iammual decrease in an amount equal to 3.5% of26t0 MRA revenue. Effective February 1, 2011, the
wholesale MB fuel rate decreased, resulting inrarual decrease in an amount equal to 7.0% of 20tH0 MB revenue. At March 31, 2011, the amount of
over recovered wholesale MRA and MB fuel costsudel in the balance sheets was $21.6 million a2l i$8lion compared to $17.5 million and

$4.4 million, respectively, at December 31, 20h0adidition, at March 31, 2011, the amount of oeeovered MRA emissions allowance cost includedhén t
balance sheet was $0.4 million. See Note 3 toittam€ial statements of Mississippi Power under “EBRatters” in Item 8 of the Form 10-K for additidna
information. Mississippi Power’s operating revenaes adjusted for differences in actual recoverai®écost and amounts billed in accordance wigh th
currently approved cost recovery rate. Accordintilis decrease to the billing factors will havesignificant effect on Mississippi Power’s revenoeset
income, but will decrease annual cash flow.

In October 2010, the Mississippi PSC engaged agpi@ddent professional audit firm to conduct antaafdvlississippi Power’s fuel-related expenditures
included in the retail fuel adjustment clause anergy cost management clause (ECM) for 2010. Thié aas completed in the first quarter 2011 with no
audit findings.

Integrated Coal Gasification Combined Cycle

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Integrated Coal Gasificatiorof@bined Cycle” andPSC
Matters — Mississippi Baseload Construction Legjiste of Mississippi Power in Item 7 and Note 3th@ financial statements of Mississippi Power under
“Integrated Coal Gasification Combined Cycle” iartt 8 of the Form 10-K for information regarding #emper IGCC.

In June 2010, the Mississippi Chapter of the Si€tte (Sierra Club) filed an appeal of the Misgip$iPSC’s June 3, 2010 decision to grant the Geaté of
Public Convenience and Necessity for the KemperdGiith the Chancery Court of Harrison County, Misgdpi (Chancery Court). Subsequently, in
July 2010, the Sierra Club also filed an
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appeal directly with the Mississippi Supreme ColrtOctober 2010, the Mississippi Supreme Courhiised the Sierra Club’s direct appeal. On
February 28, 2011, the Chancery Court issued anedd affirming the Mississippi PSC’s order authimigthe construction of the Kemper IGCC. On
March 1, 2011, the Sierra Club appealed the Chgreurt’s decision to the Mississippi Supreme Court

In May 2009, Mississippi Power received notificatibpom the IRS formally certifying the IRS allocdtinternal Revenue Code Section 48A tax creditagk
1) of $133 million to Mississippi Power. On Aprib12011, Mississippi Power received notificatioonfrthe IRS formally certifying that the IRS alloedt
$279 million of Internal Revenue Code Section 48R dredits (Phase Il) to Mississippi Power. Théagiion of Phase | and Phase Il credits is depende
upon meeting the IRS certification requirementsiuding an in-service date no later than May 11L£fr the Phase | credits and April 19, 2016 fer t
Phase Il credits. In order to remain eligible foe Phase Il tax credits, Mississippi Power planmsamture and sequester (via enhanced oil recoatlgpst
65% of the carbon dioxide (C£) produced by the plant during operations in acancg with the recapture rules for Section 48A itwest tax credits.
Through March 31, 2011, Mississippi Power receigad accrued tax benefits totaling $31.9 milliontfagse tax credits, which will be amortized as a
reduction to depreciation and amortization overlifiesof the Kemper IGCC.

In February 2008, Mississippi Power requestedtti@DOE transfer the remaining funds previoushngrd under the Clean Coal Power Initiative Round 2
(CCPI2) from a cancelled IGCC project of one of thetn Company’s subsidiaries that would have beeatéd in Orlando, Florida. In December 2008, an
agreement was reached to assign the remaining {$2d9 million) to the Kemper IGCC. Mississippi Penwill receive grant funds of $245 million during
the construction of the plant and $25 million dgrthe initial operation of the plant. Through Magh 2011, Mississippi Power has received $40 amlanc
requested an additional $20.1 million associated this grant.

On March 10, 2011, the Sierra Club filed a lawsuihe U.S. District Court for the District of Cohbia against the DOE regarding the National
Environmental Policy Act review process askingdatay on the issuance of CCPI2 funds and a stagyteelated construction activities. On May 5, 01
Mississippi Power filed a motion to intervene iisttawsuit.

In March 2010, the Mississippi Department of Enmireental Quality (MDEQ) issued the Prevention offfigant Deterioration (PSD) air permit
modification for the plant, which modifies the drigl PSD air permit issued in October 2008. Ther8i€lub requested a formal evidentiary hearing
regarding the issuance of the modified permit. @milAt, 2011, the MDEQ Permit Board held an evidinthearing wherein the permit board unanimously
affirmed the PSD air permit.

On March 4, 2011, Mississippi Power and Denburylons (Denbury), a subsidiary of Denbury Resournes entered into a contract in which Denbury will
purchase 70% of the C£xaptured from the Kemper IGCC.

On April 27, 2011, Mississippi Power submittedhe Mississippi PSC a proposed rate schedule degdliINP-A, a new proposed cost recovery mechanism
designed specifically to recover financing costdrduthe construction phase of the Kemper IGCC. “Béssissippi PSC Matters — Retail Regulatory Medte
— Certificated New Plant” herein for additional infioation.

Events in Japan resulting from the earthquake suntbimi created uncertainties that may affect tramation and availability of equipment or supplissm
Japanese manufacturers in connection with the canisn of the Kemper IGCC.

As of March 31, 2011, Mississippi Power had spetata of $352.8 million on the Kemper IGCC, incing regulatory filing costs. Of this total, $277lioin
was included in CWIP (net of $60.1 million of CCRj&ant funds), $13.2 million was recorded in ottegjulatory assets, $1.5 million was recorded irioth
deferred charges and assets, and $1.0 million veagqusly expensed.

The ultimate outcome of these matters cannot termi@tied at this time.
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Income Tax Matters
Bonus Depreciatior

In September 2010, the Small Business Jobs andt@e&icbf 2010 (SBJCA) was signed into law. The S8BJincludes an extension of the 50% bonus
depreciation for certain property acquired and gdbio service in 2010 (and for certain long-termstauction projects to be placed in service in 3011
Additionally, in December 2010, the Tax Relief, Wm@oyment Insurance Reauthorization, and Job Gre&tt (Tax Relief Act) was signed into law. Major
tax incentives in the Tax Relief Act include 100%nhs depreciation for property placed in servitera8eptember 8, 2010 and through 2011 (and foaioer
long-term construction projects to be placed iwiserin 2012) and 50% bonus depreciation for priypglaced in service in 2012 (and for certain |dagn
construction projects to be placed in service ih30pwhich will have a positive impact on the futwash flows of Mississippi Power. On March 29, 2Qhe
IRS issued additional guidance and safe harboatimglto the 50% and 100% bonus depreciation r@ased on this guidance, Mississippi Power estisnate
the potential increased cash flow for 2011 to bevben approximately $15 million and $20 million.€Tltimate outcome of this matter cannot be deteed
at this time.

Other Matters

Mississippi Power is involved in various other regdtbeing litigated and regulatory matters thatccaffect future earnings. In addition, Mississiplgiwer is
subject to certain claims and legal actions ariginfpe ordinary course of business. Mississippi&ts business activities are subject to extensive
governmental regulation related to public healtti #re environment, such as regulation of air emissand water discharges. Litigation over enviromtale
issues and claims of various types, including prigpgamage, personal injury, common law nuisaned,atizen enforcement of environmental requirersent
such as opacity and air and water quality standasincreased generally throughout the U.S. ttiqogar, personal injury and other claims for dges:
caused by alleged exposure to hazardous matetals;ommon law nuisance claims for injunctive fedied property damage allegedly caused by greems
gas and other emissions, have become more freditemultimate outcome of such pending or potetitightion against Mississippi Power cannot be
predicted at this time; however, for current pratiegs not specifically reported herein or in Not® 3he financial statements of Mississippi Povweltém 8

of the Form 10-K, management does not anticipatettie liabilities, if any, arising from such cunteroceedings would have a material adverse efiect
Mississippi Power’s financial statements.

See the Notes to the Condensed Financial Statemergms for discussion of various other contingescregulatory matters, and other matters beiiygted
which may affect future earnings potential.

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Mississippi Power prepares its financial statemengcordance with GAAP. Significant accountindigies are described in Note 1 to the financial
statements of Mississippi Power in Item 8 of thenrd0-K. In the application of these policies, agrtestimates are made that may have a materialchgn
Mississippi Power’s results of operations and seslatisclosures. Different assumptions and measumsneceuld produce estimates that are significantly
different from those recorded in the financial staénts. See MANAGEMENT’S DISCUSSION AND ANALYSISACCOUNTING POLICIES —
“Application of Critical Accounting Policies and inates” of Mississippi Power in Item 7 of the Fot®+-K for a complete discussion of Mississippi Powe
critical accounting policies and estimates reldteHlectric Utility Regulation, Contingent Obligatis, Unbilled Revenues, Plant Daniel Operating &easd
Pension and Other Postretirement Benefits.
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FINANCIAL CONDITION AND LIQUIDITY
Overview

Mississippi Power’s financial condition remainedtse at March 31, 2011. Mississippi Power interdsantinue to monitor its access to short-termlang-
term capital markets as well as its bank credaragements to meet future capital and liquidity se&ge “Sources of Capital” and “Financing Actasti
herein for additional information.

Net cash provided from operating activities tote366.4 million for the first three months of 20Idngpared to $17.0 million for the corresponding qeiin
2010. The $49.4 million increase in cash providedifoperating activities is primarily due to an H1illion increase in deferred income taxes pritpar
related to bonus depreciation, an increase in atsqayable of $16.6 million primarily due to tirgiof cash payments, an increase in investmentreits
of $9.7 million related to the Kemper IGCC, andigerease in cash of $18.8 million related to theniger IGCC generation construction screening costs
incurred during the first quarter 2010. The MisigipsPSC issued an order in June 2010 approvinglémper IGCC. These increases in cash are partially
offset by a decrease of $18.3 million in fossillfs®ck resulting from an increase in Mississippier generation and a decrease in cash paymeatsdeb
fuel inventory in the first quarter 2010.

Net cash used for investing activities totaled 85gillion for the first three months of 2011 comgdito $24.9 million for the corresponding perio®@010.
The $27.4 million increase in net cash used foesting activities is primarily due to an increas@ioperty additions of $129.9 million primarilyiaged to
the Kemper IGCC, partially offset by a $50.0 mitlidecrease in restricted cash, a construction pegyairrease of $30.5 million, and the receipt 6.9
million capital grant proceeds related to CCPI2.

Net cash used for financing activities totaled $98illion for the first three months of 2011, comgéto net cash provided from financing activité:
$17.1 million for the corresponding period in 20T0e $82.3 million increase in net cash used fuarfting activities was primarily due to the redeopbf
$50.0 million in revenue bonds and an $80.0 milleaturity of long-term debt, partially offset by$49.9 million increase in capital contributionsrfro
Southern Company.

Significant balance sheet changes for the firgghmonths of 2011 include a decrease in cash ahdecpivalents of $85.4 million primarily due to an
$80.0 million long-term debt maturity and increasagital spending. Restricted cash and cash e@uitsatiecreased $50.0 million due to the redempufion
revenue bonds in February 2011. Total propertyntpknd equipment increased $123.5 million prirgatile to the increase in construction work in pesgr
(CWIP) related to the Kemper IGCC. Other deferredrges and assets decreased $12.9 million prindaréyto the reclassification of the Plant Daniel
scrubber project and materials and supplies to C\Wéeurities due within one year decreased $130li@mprimarily due to a long-term bank loan of
$80.0 million that matured in March 2011 and thderaption of revenue bonds of $50.0 million in Feloy2011. Other accounts payable increased
$57.6 million primarily due to increases in constion projects. Other accrued taxes decreased $38i6n primarily due to property tax payments of
$44.1 million in the first quarter 2011. Paid-irp@al increased $51.6 million primarily due to t#%0.0 million capital contribution from Southernr@pany.

Capital Requirements and Contractual Obligations

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral Contractual
Obligations” of Mississippi Power in Item 7 of tRerm 10-K for a description of Mississippi Powetapital requirements for its construction progréease
obligations, purchase commitments, derivative attians, preferred stock dividends, and trust fugdequirements. Approximately $126.5 million wik b
required through March 31, 2012 for maturitiesafd-term debt.
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The construction program of Mississippi Power igrently estimated to include a base level investoé®$818 million, $1.0 billion, and $878 milliomif
2011, 2012, and 2013, respectively. Included is¢hestimated amounts are expenditures related tdemper IGCC of $685 million, $813 million, and
$616 million in 2011, 2012, and 2013, respectivAligo included in these estimated amounts are enmiental expenditures to comply with existing gtegu
and regulations of $20 million, $93 million, and2¥1million for 2011, 2012, and 2013, respectivétyaddition, Mississippi Power currently estimatiest
potential incremental investments to comply witticipated new environmental regulations are $@fat1, up to $18 million for 2012, and up to $55lion
for 2013. If the EPA’s proposed Utility MACT ruls finalized as proposed, Mississippi Power estimtitat the potential incremental investments in2201
and 2013 for new environmental regulations willcheser to the upper end of the estimates set &dsttve. The construction program is subject to pésio
review and revision, and actual construction cosy vary from these estimates because of numeastsr§. These factors include: changes in business
conditions; changes in load projections; storm iotgiachanges in environmental statutes and reguakgtchanges in generating plants, including unit
retirement and replacement decisions, to meet rgulatory requirements; changes in FERC rules egdlations; Mississippi PSC approvals; changes in
legislation; the cost and efficiency of construntlabor, equipment, and materials; project scoed®sign changes; and the cost of capital. In imddithere
can be no assurance that costs related to capftahditures will be fully recovered.

Sources of Capital

Except as described below with respect to poteDi@2E loan guarantees, Mississippi Power plans taiolhe funds required for construction and other
purposes from sources similar to those utilizethepast. Mississippi Power has primarily utiliZadds from operating cash flows, short-term borraysi,
external security offerings, and capital contribot from Southern Company. However, the amoung, tgpd timing of any future financings, if needed|
depend upon regulatory approval, prevailing mackeiditions, and other factors. In March 2011, Miskipi Power received a $50 million capital
contribution from Southern Company. See MANAGEMERDISCUSSION AND ANALYSIS — FINANCIAL CONDITION ANDLIQUIDITY — “Sources
of Capital” of Mississippi Power in Item 7 of therff 10-K for additional information.

Mississippi Power has applied to the DOE for fetim@n guarantees to finance a portion of the klgconstruction costs of the Kemper IGCC. Mispigsi
Power is in advanced due diligence with the DOEer&lcan be no assurance that the DOE will issierdétban guarantees to Mississippi Power. In &atdi
Mississippi Power has been awarded DOE CCPI2 duanis of $245 million to be used for the construetdf the Kemper IGCC and $25 million to be used
for the initial operation of the Kemper IGCC. AsMérch 31, 2011, Mississippi Power had received @4flllion and requested an additional $20.1 millio
associated with this grant.

Mississippi Power’s current liabilities sometimeseed current assets because of the continued sker-term debt as a funding source to meet sdbdd
maturities of long-term debt, as well as cash nagtiich can fluctuate significantly due to the seasity of the business. To meet short-term cagusand
contingencies, Mississippi Power had at March 8112approximately $75.4 million of cash and cashivajents and $186 million of unused committed
credit arrangements with banks. Of the unused taedingements, $161 million expire in 2011 and B@%on expire in 2012. Of these credit arrangetsen
$41 million contain provisions allowing for two-ye@rm loans executable at expiration and $90 amilGontain provisions allowing for one-year terrarle
executable at expiration. Mississippi Power exptxtenew its credit arrangements, as needed, foriexpiration. The credit arrangements provideitldy
support to Mississippi Power's commercial papegpam and $40 million are dedicated to funding pasehobligations related to variable rate pollution
control revenue bonds. See Note 6 to the finastééments of Mississippi Power under “Bank CrAdiatngements” in Item 8 of the Form 10-K and Note
(E) to the Condensed Financial Statements undank'Baedit Arrangements” herein for additional infation. Mississippi Power may also meet short-term
cash needs through a Southern Company subsidigayiaed to issue and sell commercial paper ateteast and for the benefit of Mississippi Power and
other Southern Company subsidiaries. During theetinonths ended March 31, 2011,
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Mississippi Power had no commercial paper borrowiogtstanding. Management believes that the neagldiking capital can be adequately met by
utilizing commercial paper, lines of credit, andlca

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 and Note 7 to theaficial statements of Mississippi Power under “@fpeg Leases” in Item 8 of the Form 10-K for
information related to Mississippi Power’s leas@afombined cycle generating facility at Plant @arlin April 2010, Mississippi Power was required t
notify the lessor, Juniper Capital L.P., if it intked to terminate the lease at the end of thein@rm expiring in October 2011. Mississippi Powkose not t
give notice to terminate the lease. Mississippi @owas the option to purchase the units or renevieiise. Mississippi Power is required to providice of
its intent to either renew the lease or purchasdatility by July 2011. The ultimate outcome asthatter cannot be determined at this time.

Credit Rating Risk

Mississippi Power does not have any credit arramgesthat would require material changes in payrseim¢dules or terminations as a result of a cratlitg
downgrade. There are certain contracts that cagldire collateral, but not accelerated paymerthénevent of a credit rating change to below BBid/ar
Baa3. These contracts are for physical electrgates, fuel purchases, fuel transportation anégéremissions allowances, and energy price risk
management. At March 31, 2011, the maximum potecoitateral requirements under these contracésrating below BBB- and/or Baa3 were
approximately $335 million. Included in these amisuare certain agreements that could require eo#lain the event that one or more Power Pool
participants has a credit rating change to belax@stment grade. Generally, collateral may be pexvioly a Southern Company guaranty, letter of credit
cash. Additionally, any credit rating downgrade Iddmpact Mississippi Power’s ability to accessitalpmarkets, particularly the short-term debt nedrk

Market Price Risk

Mississippi Power’s market risk exposure relativénterest rate changes for the first quarter 2@dslnot changed materially compared with the
December 31, 2010 reporting period. Since a sicanifi portion of outstanding indebtedness is atifbeges, Mississippi Power is not aware of anysfact
circumstances that would significantly affect exgpes on existing indebtedness in the near term.endew the impact on future financing costs canoet he
determined.

Due to cost-based rate regulation and other vagossrecovery mechanisms, Mississippi Power caesrto have limited exposure to market volatility i
interest rates, foreign currency, commodity fuétes, and prices of electricity. To mitigate resibtsks relative to movements in electricity pace
Mississippi Power enters into physical fixed-pricatracts for the purchase and sale of electribityugh the wholesale electricity market. Missipsipower
continues to manage retail fuel-hedging progranmemented per the guidelines of the Mississippi RBE wholesale fuel-hedging programs under
agreements with wholesale customers. As such, 8iggi Power had no material change in marketaigosure for the first quarter 2011 when compared
with the December 31, 2010 reporting period.
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The changes in fair value of energy-related dexieatontracts, the majority of which are composerkegulatory hedges, for the three months ended
March 31, 2011 were as follows:

First Quarter

2011
Changes
Fair Value
(in millions)
Contracts outstanding at the beginning of the perdgsets (liabilities), n $(44)
Contracts realized or settl 7
Current period chang«®) —
Contracts outstanding at the end of the periodgtagBabilities), ne $(37)

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

The change in the fair value positions of the epeedated derivative contracts for the three momthded March 31, 2011 was an increase of $7 mijllion
substantially all of which is due to natural gasifions. The change is attributable to both their@ of mmBtu and the price of natural gas. At Math

2011, Mississippi Power had a net hedge volumeld fillion mmBtu with a weighted average contrems$t approximately $1.79 per mmBtu above market
prices, compared to 24.0 million mmBtu at Decen8#er2010 with a weighted average contract costaqumately $1.92 per mmBtu above market prices.
The majority of the natural gas hedges are recoviim®ugh the ECM.

Regulatory hedges relate to Mississippi Power’'$lfigelging program where gains and losses arellgitiecorded as regulatory liabilities and assets,
respectively, and then are included in fuel expexssthey are recovered through the ECM.

Unrealized pre-tax gains and losses recognizeacionie for the three months ended March 31, 20128t6 for energy-related derivative contracts #rat
not hedges were not material.

Mississippi Power uses over-the-counter contréasare not exchange traded but are fair valuetyysices which are market observable, and thuintal
Level 2. See Note (C) to the Condensed Financa&k8tents herein for further discussion on fair @aheasurements. The maturities of the energy-telate
derivative contracts and the level of the fair eahierarchy in which they fall at March 31, 2011revas follows:

March 31, 2011
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $— $— $— $—
Level 2 (37) (24) (13 —
Level 3 — — — —
Fair value of contracts outstanding at end of gt $(37) $(24) $(13) $—

The Dodd-Frank Wall Street Reform and Consumerdetmn Act (Dodd-Frank Act) enacted in July 201@ldampact the use of over-the-counter
derivatives by Mississippi Power. Regulations tpliement the Dodd-Frank Act could impose additiamauirements on the use of over-the-counter
derivatives, such as margin and reporting requirgmevhich could affect both the use and cost efrdke-counter derivatives. The impact, if any,rarbe
determined until regulations are finalized.
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For additional information, see MANAGEMENT'S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Market Price Risk”
of Mississippi Power in Item 7 and Note 1 undemdicial Instruments” and Note 10 to the financiatements of Mississippi Power in Item 8 of therror
10-K and Note (H) to the Condensed Financial Statesmherein.

Financing Activities

On February 8, 2011, Mississippi Power redeemealandillion series of revenue bonds issued in De@ar@b10.

On March 4, 2011, an $80 million long term bankenetth a variable interest rate based on one-mbiBR matured.

In addition, subsequent to March 31, 2011, MispjEgPower entered into a one-year $75 million aggte principal amount longgrm floating rate bank loe
with a variable interest rate based on one-monBOR. The proceeds of this loan were used to repaturimg long-term and short-term indebtedness and f
other general corporate purposes, including Miggis®ower’s continuous construction program.

In addition to any financings that may be necestameet capital requirements, contractual oblayesj and storm restoration costs, Mississippi Pq@iars
to continue, when economically feasible, a progtametire higher-cost securities and replace tloedigations with lower-cost capital if market cotiois
permit.
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SOUTHERN POWER COMPANY AND SUBSIDIARY COMPANIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDED)

For the Three Month
Ended March 31
2011 2010
(in thousands
Operating Revenues

Wholesale revenues, r-affiliates $197,16¢ $153,33°
Wholesale revenues, affiliat 83,27 101,75
Other revenue 1,347 1,39¢
Total operating revenus 281,78 256,48
Operating Expenses

Fuel 102,71! 97,51«
Purchased power, n-affiliates 8,942 18,54:
Purchased power, affiliatt 15,09¢ 23,41
Other operations and maintenal 42,75¢ 39,01(
Depreciation and amortizatic 30,167 29,10¢
Taxes other than income tay 4,767 5,10¢
Total operating expens: 204,44( 212,69.
Operating Income 77,347 43,79¢
Other Income and (Expense)

Interest expense, net of amounts capital (18,829 (20,059
Other income (expense), r 59 41¢€
Total other income and (expen: (18,77() (19,636
Earnings Before Income Taxe: 58,57 24,16(
Income taxe: 20,83« 9,43¢
Net Income $ 37,74 $ 14,72¢

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVECOME (UNAUDITED)

For the Three Month
Ended March 31

2011 2010
(in thousands
Net Income $ 37,74 $ 14,72«
Other comprehensive income (los
Qualifying hedges

Changes in fair value, net of tax of $423 and $4,Téspectivel 64z 2,677

Reclassification adjustment for amounts includedehincome, net of tax of $1,071 and $1,003, retbpsly 1,63( 1,567
Total other comprehensive income (loss 2,27: 4,244
Comprehensive Income $ 40,01¢ $ 18,96¢

The accompanying notes as they relate to SoutteseiPare an integral part of these condensed fiahsiatements.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (WNDITED)

For the Three Month
Ended March 31

2011

2010

(in thousands

Operating Activities:

Net income $ 37,74
Adjustments to reconcile net income to net cashigeal from operating activitie—
Depreciation and amortization, to 33,58(
Deferred income taxe 8,601
Convertible investment tax credits recei\ 38,06¢
Deferred revenue (21,47¢)
Mark-to-market adjustment (63)
Other, ne 1,752
Changes in certain current assets and liabil—
-Receivable: 20,75¢
-Fossil fuel stocl 62E
-Materials and supplie 258
-Prepaid income taxe 15,74«
-Other current asse (137
-Accounts payabl (21,645
-Accrued taxe: 4,88¢
-Accrued interes (12,28))
-Other current liabilitie (519
Net cash provided from operating activit 105,89:
Investing Activities:
Property addition (113,519
Change in construction payab 43,25¢
Payments pursuant to Ic-term service agreemer (11,320
Other investing activitie (3,16%)
Net cash used for investing activiti (84,749
Financing Activities:
Increase (decrease) in notes payable (20,360
Proceed— Capital contribution: 17,17¢
Repayment— Other lon-term deb (3,06¢6)
Payment of common stock divider (22,800
Other financing activitie
Net cash provided from (used for) financing aciga (29,009
Net Change in Cash and Cash Equivalent (7,867
Cash and Cash Equivalents at Beginning of Perio 14,20
Cash and Cash Equivalents at End of Perio $ 6,34

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

Interest (net of $4,240 and $1,926 capitalize®fiitl and 2010, respective $ 26,99:
Income taxes (net of refunc (44,72
Noncash transactio— accrued property additions at end of pel 78,56

The accompanying notes as they relate to SoutheseiPare an integral part of these condensed fiabsimtements.
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$ 14,72«

32,35¢
13,38¢

(20,99
762
93¢

16,56¢
3,81¢
4,721
(9,24%)
1,02(
(15,119
3,43:
(12,029)
297
34,63

(68,179
15,48¢
(8,145)

(245)

(61,080

48,00¢
1,632

(26,775
95

22,95¢
(3,49))
7,15z

$ 3,661

$ 28,90(
1,532
30,96:




Table of Contents

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

At March 31, At December 3:
Assets 2011 2010
(in thousands

Current Assets:

Cash and cash equivalel $ 6,34 $ 14,20
Receivable—

Customer accounts receival 65,35¢ 77,03

Other accounts receivak 2,38¢ 1,97¢

Affiliated companies 10,47: 19,67:
Fossil fuel stock, at average ¢ 13,20¢ 13,66:
Materials and supplies, at average « 34,35¢ 33,93«
Prepaid service agreeme— current 33,27 41,62’
Prepaid income taxe 10,34: 53,86(
Other prepaid expens 4,297 4,161
Assets from risk management activit 2,811 2,16(
Other current asse — 19
Total current asse 182,85: 262,31:
Property, Plant, and Equipment:
In service 3,149,49! 3,143,91!
Less accumulated provision for depreciat 562,97: 536,10°
Plant in service, net of depreciati 2,586,52 2,607,81.
Construction work in progre: 538,06° 427,78t
Total property, plant, and equipme 3,124,59. 3,035,60!
Other Property and Investments:
Goodwill 1,83¢ 1,83¢
Other intangible assets, net of amortization of%88d $693 at March 31, 2011 and December 31, 28%pectively 48,23! 48,42¢
Total other property and investme 50,07( 50,26¢
Deferred Charges and Other Assets
Prepaid lon-term service agreemer 80,13« 69,74(
Other deferred charges and as— affiliated 3,21: 3,27¢
Other deferred charges and as— nor-affiliated 20,21« 16,54
Total deferred charges and other as 103,56: 89,55¢
Total Assets $ 3,461,077 $ 3,437,73.

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

Current Liabilities:
Securities due within one ye
Notes payabl— affiliated
Notes payabl— nor-affiliated
Accounts payabl—
Affiliated
Other
Accrued taxe—
Accrued income taxe
Other accrued taxe
Accrued interes
Liabilities from risk management activiti
Other current liabilitie:
Total current liabilities
Long-term Debt
Deferred Credits and Other Liabilities:
Accumulated deferred income tay
Deferred convertible investment tax cre«
Deferred capacity revenu— affiliated
Other deferred credits and liabiliti— affiliated
Other deferred credits and liabiliti— nor-affiliated
Total deferred credits and other liabiliti
Total Liabilities
Redeemable Noncontrolling Interes
Common Stockholde’s Equity:
Common stock, par value $.01 per st—
Authorized- 1,000,000 share
Outstandin¢- 1,000 share
Paic-in capital
Retained earning
Accumulated other comprehensive |
Total common stockhold's equity
Total Liabilities and Stockholder’'s Equity

The accompanying notes as they relate to SoutheseiPare an integral part of these condensed fiabsimtements.
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At March 31, At December 3:
2011 2010
(in thousands

$ 25 % —

— 65,88:¢

249,42 203,90¢

46,53¢ 69,78:

89,07 45,98¢

2,39( 812

6,00¢ 2,77¢

17,69¢ 29,97°

5,55% 5,77:

3,51Z 3,92:¢

420,44° 428,81!

1,299,36: 1,302,61!

317,73¢ 307,98

90,96¢ 80,40:

9,76% 30,53:

4,37¢ 4,63

17,45( 16,20:¢

440,29:. 439,76

2,160,10: 2,171,19!

3,351 3,31¢

918,14¢ 900,96

391,21 376,27(
(11,746 (14,019

1,297,61! 1,263,221

$ 3,461,077 $ 3,437,73.
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FIRST QUARTER 2011 vs. FIRST QUARTER 2010

OVERVIEW

Southern Power and its wholly-owned subsidiariestroct, acquire, own, and manage generation aasétsell electricity at market-based prices in the
wholesale market. Southern Power continues to eégétsustrategy through a combination of acquidng constructing new power plants and by enterita
PPAs with investor owned utilities, independent powroducers, municipalities, and electric coopesat

Effective March 15, 2011, Southern Company trametkits ownership in its wholly-owned subsidiarpufhern Renewable Energy, Inc. (SRE) to Southern
Power. SRE was formed to construct, acquire, owd,raanage renewable generation assets and seti@tg@at market-based prices in the wholesale
market. As a transfer of net assets among entitider common control, the assets and liabilitieSRE were transferred at historical cost. The clioested
financial statements of Southern Power have begsew to include the financial condition and theulés of operations of SRE since its inception in
January 2010.

To evaluate operating results and to ensure SaufP@wer’s ability to meet its contractual commititseio customers, Southern Power focuses on sekeyal
performance indicators. These indicators includekeason equivalent forced outage rate (EFORheaniticome. EFOR defines the hours during peak
demand times when Southern Power’s generating arétaot available due to forced outages (the Idhebetter). Net income is the primary measure of
Southern Power’s financial performance. For add#@lanformation on these indicators, see MANAGEMESIDISCUSSION AND ANALYSIS —
OVERVIEW - “Key Performance Indicators” of Southétawer in Iltem 7 of the Form 10-K.

RESULTS OF OPERATIONS
Net Income
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$23.0 156.3

Southern Power’s net income for the first quar@twas $37.7 million compared to $14.7 million floe corresponding period in 2010. The increase was
primarily due to higher energy and capacity revernugder new PPAs that began in June, July, andmifere2010 and January 2011. The increase was
partially offset by lower energy and capacity ravenunder existing PPAs and the expiration of PRAsay and December 2010, lower revenues from
energy sales that were not covered by PPAs, higther operations and maintenance expenses, anerligiome taxes.

Wholesale RevenuesNon-Affiliates
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change’
$43.9 28.6

Wholesale energy sales to non-affiliates will vdgpending on the energy demand of those customdrhair generation capacity, as well as the marst
of available energy compared to the cost of SontRewer’s energy. Increases and decreases in resénat are driven by fuel prices are accompanyeghb
increase or decrease in fuel costs and do notdaignificant impact on net income.
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Wholesale revenues from non-affiliates for thetfiygarter 2011 were $197.2 million compared to $353illion for the corresponding period in 2010€Th
increase was mainly due to $88.1 million of eneagyl capacity revenues under new non-affiliate PlAsbegan in June, July, and December 2010 and
January 2011. These increases were partially dffs&81.0 million of lower revenues from energyesahat were not covered by PPAs as a result of
significantly more favorable weather in the firsiagter 2010 compared to 2011, and $13.3 milliolvwkr energy and capacity revenues under existimg n
affiliate PPAs and the expiration of a non-affiéi@PA in December 2010.

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Power Sales Agreements” of 8wrn Power in Item 7
of the Form 10-K for additional information.

Wholesale RevenuesAffiliates

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change’
$(18.5) (18.2)

Wholesale energy sales to affiliated companiesiwitie Southern Company system will vary dependimglemand and the availability and cost of
generating resources at each company. Sales liataftompanies that are not covered by PPAs adermeaccordance with the 1IC, as approved by the
FERC. Increases and decreases in revenues thdrivaar by fuel prices are accompanied by an ine@aslecrease in fuel costs and do not have dfisagmi
impact on net income.

Wholesale revenues from affiliates for the firsagar 2011 were $83.3 million compared to $101.fonifor the corresponding period in 2010. The réast
was primarily the result of $27.4 million of lowenergy and capacity revenues associated with thiea¢ion of affiliate PPAs in May 2010 and $9.2 lioih
related to lower revenues from power sales toiatffis under the 1IC. These decreases were pantitiflgt by $18.5 million of increased energy anpawity
revenues associated with new affiliate PPAs thgaben June 2010.

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

Fuel and Purchased Power Expenses

First Quarter 2011 vs. First Quarter 2(

(change in millions (% change

Fuel $ 5.2 58
Purchased pow¢ nor-affiliates (9.6€) (51.9)
Purchased powe affiliates (8.3 (35.5)
Total fuel and purchased power exper $(12.7)

Southern Power PPAs generally provide that thelasers are responsible for substantially all ofctist of fuel. Consequently, any increase or deerga
fuel costs is generally accompanied by an increaskecrease in related fuel revenues and doesanvetdsignificant impact on net income. Southenve?as
responsible for the cost of fuel for generatingsittiat are not covered under PPAs. Power fronetgeserating units is sold into the market or $old
affiliates under the IIC.

In the first quarter 2011, total fuel and purchageder expenses were $126.8 million compared t®Elillion for the corresponding period in 2010eF
and purchased power expenses decreased $42.Mhndilloto a 19.3% decrease in the average costwhihgas and a 43.3% decrease in the averageftost
purchased power. This decrease was partially dffset $30.2 million increase in volume of KWHSs gexted and purchased.
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In the first quarter 2011, fuel expense was $1@#llfon compared to $97.5 million for the corresplorg period in 2010. Fuel expense increased
$29.7 million due to an increase in the volume W¥iHs generated. This increase was partially offgeg2%.5 million associated with a 19.3% decreaglen
average cost of natural gas.

In the first quarter 2011, purchased power expareae$24.0 million compared to $41.9 million for t@responding period in 2010. Purchased power
expenses decreased $18.4 million due to a 43.3%ake in the average cost of purchased power Ipadftset by $0.5 million associated with an inase ir
the volume of KWHs purchased.

Other Operations and Maintenance Expenses
First Quarter 2011 vs. First Quarter 2(

(change in millions (% change
$3.7 9.6

In the first quarter 2011, other operations andntesiance expenses were $42.7 million compareda@®$8illion for the corresponding period in 2010us
increase was primarily due to a $4.8 million inaegelated to more generating plant scheduled estagthe first quarter 2011 compared to the
corresponding period in 2010 and an unplanned euthg combined cycle generating plant. Theseaseewere partially offset by a $1.1 million deseei
salaries and wages relating mainly to higher payagks in the first quarter of 2010.

Interest Expense, Net of Amounts Capitaliz

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$(1.2) (6.1)

In the first quarter 2011, interest expense, nenodunts capitalized was $18.8 million compare#i2@.0 million for the corresponding period in 20T0e
decrease was primarily due to an increase in diggithinterest associated with the constructiothefCleveland County combustion turbine units duoed t
Nacogdoches biomass plant. See FUTURE EARNINGS ROTAL — “Construction Projects” herein for additionalaniation.

Income Taxes

First Quarter 2011 vs. First Quarter 2(
(change in millions (% change
$11.4 120.8

In the first quarter 2011, income taxes were $2@ilBon compared to $9.4 million for the correspargiperiod in 2010 primarily due to higher pre-tax
earnings.

FUTURE EARNINGS POTENTIAL

The results of operations discussed above arequatssarily indicative of Southern Power’s futurenggys potential. The level of Southern Power’sifat
earnings depends on numerous factors that affecifiportunities, challenges, and risks of SoutRenver's competitive wholesale business. These facto
include Southern Power’s ability to achieve saleswh while containing costs, regulatory mattersdiworthiness of customers, total generating cipa
available in the Southeast, the successful rematgkef capacity as current contracts expire, anakl8mn Power’s ability to execute its acquisitibrategy

and to construct generating facilities. Other festbat could influence future earnings include tives demand, generation patterns, and operational
limitations. Recessionary conditions have lowerethdnd and have negatively impacted capacity rewemuger Southern Power’s PPAs where the amounts
purchased are based on demand. Southern Powaheun predict whether demand under these PPAsetiilrn to pre-recession
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levels. The timing and extent of the economic recpvs uncertain and will impact future earningsr Edditional information relating to these issise®
RISK FACTORS in Item 1A and MANAGEMENT’S DISCUSSIOAND ANALYSIS — FUTURE EARNINGS POTENTIAL of Southe Power in Item 7
of the Form 10-K.

Environmental Matters

See MANAGEMENT'S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters” of Scwrn Power in Item 7 of
the Form 10-K for information on the developmentiégeral and state environmental regulatory agerai@dditional control strategies for emissionsiof
pollution from industrial sources, including eléctyenerating facilities. Compliance with possihtiitional federal or state legislation or regulas related
to global climate change, air quality, or otheriemvmental and health concerns could also affectiegs. While Southern Power’'s PPAs generally donta
provisions that permit charging the counterpartihvsome of the new costs incurred as a resultafighs in environmental laws and regulations, the fu
impact of any such regulatory or legislative chang@nnot be determined at this time.

Carbon Dioxide Litigation
Kivalina Case

See MANAGEMENT’S DISCUSSION AND ANALYSIS — FUTUREARNINGS POTENTIAL — “Environmental Matters — CarbBioxide Litigation —
Kivalina Case” of Southern Power in Item 7 and Ndte the financial statements of Southern PowedeufEnvironmental Matters — Carbon Dioxide
Litigation — Kivalina Case” in Item 8 of the Fornd-K for additional information regarding carbon xiae litigation. On February 23, 2011, the U.S. Gai
Appeals for the Ninth Circuit issued an order gtgythe case until June 15, 2011. The ultimate oogcof this matter cannot be determined at this.time

Water Quality

On April 20, 2011, the EPA proposed a rule thaaldighes standards for reducing impacts to fishathdr aquatic life caused by cooling water intake
structures at existing power plants and manufaujuiacilities. The rule also addresses cooling wiateake structures for new units at existing fities. The
rule focuses on reducing adverse impacts to fishodiner aquatic life due to impingement (when fsld other aquatic life are trapped by water flovoity
against a facility’s cooling water intake structsmeeens) and entrainment (when aquatic organisendgrawn through a facility’s cooling water systafter
entering through the cooling water intake strugtudfected cooling water intake structures woultié to comply with national impingement standafds (
intake velocity or alternatively numeric impingermeaduction standards) and entrainment reductignirements (determined on a case-by-case basis). Th
rule’s proposed impingement standards could redaalenological improvements to cooling water intakkeictures at some of Southern Power’s existing
generating facilities, including facilities withaded-cycle re-circulating cooling systems (coolimgers). To address the rule’s entrainment starsdard
facilities with once-through cooling systems mayéo install cooling towers. New units construcatexisting plants would have to meet the national
impingement standards and install closed-cycleisgalr the equivalent to meet the entrainment memdae EPA has agreed in a settlement agreement to
issue a final rule by July 27, 2012. If finalizesl@oposed, some of Southern Power’s facilities breagubject to varying degrees of additional capita
expenditures and compliance costs. While SouthewePs PPAs generally contain provisions that peoharging the counterparty with some of the new
costs incurred as a result of changes in envirotethtaws and regulations, the full impact of angtswegulatory or legislative changes cannot berdeted

at this time.
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Construction Projects
Cleveland County Units 1-4

In December 2008, Southern Power announced théit liuild an electric generating plant in Clevete@ounty, North Carolina. The plant will consistfoir
combustion turbine natural gas generating unitk witotal generating capacity of 720 MWs. The uaitsexpected to begin commercial operation in 2012
Costs incurred through March 31, 2011 were $239libm The total estimated construction cost ipeated to be between $350 million and $400 million.

Nacogdoches Biomass Pla

In October 2009, Southern Power acquired all ofotlstanding membership interests of NacogdocheePloL C (Nacogdoches) from American
Renewables LLC, the original developer of the prbjBlacogdoches is constructing a biomass gengrpltémt in Sacul, Texas with an estimated capadity
100 MWs. The generating plant will be fueled fromoa waste. Construction commenced in 2009 andlée {3 expected to begin commercial operation in
2012. Costs incurred through March 31, 2011 we8s#&million. The total estimated cost of the pebjs expected to be between $475 million and

$500 million.

Other Matters

Southern Power is involved in various other matbeisg litigated and regulatory matters that cafféct future earnings. In addition, Southern Poiser
subject to certain claims and legal actions ariginpe ordinary course of business. Southern P@Arrsiness activities are subject to extensive goventa
regulation related to public health and the envitent. Litigation over environmental issues andnataof various types, including property damagesqeal
injury, common law nuisance, and citizen enforcenoéenvironmental requirements such as opacityaandnd water quality standards, has increased
generally throughout the U.S. In particular, peedonjury and other claims for damages caused legatl exposure to hazardous materials, and comawon |
nuisance claims for injunctive relief and propetamage allegedly caused by greenhouse gas andeotiigsions, have become more frequent. The ultimate
outcome of such pending or potential litigationiagaSouthern Power and its subsidiaries canngréaicted at this time; however, for current pratiegs

not specifically reported herein or in Note 3 te fmancial statements of Southern Power in Iteofi e Form 10-K, management does not anticipatettie
liabilities, if any, arising from such current pesalings would have a material adverse effect oth®ouPower’s financial statements.

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

ACCOUNTING POLICIES
Application of Critical Accounting Policies and Estmates

Southern Power prepares its consolidated finastaments in accordance with GAAP. Significanbaoting policies are described in Note 1 to the
financial statements of Southern Power in Item BhefForm 10-K. In the application of these pokgieertain estimates are made that may have aielater
impact on Southern Power’s results of operatiomsratated disclosures. Different assumptions andsarements could produce estimates that are
significantly different from those recorded in firgancial statements. See MANAGEMENT’S DISCUSSIONB ANALYSIS — ACCOUNTING

POLICIES - “Application of Critical Accounting Paiies and Estimates” of Southern Power in Item thefForm 10K for a complete discussion of South
Power’s critical accounting policies and estimat#ated to Revenue Recognition, Impairment of Lbivgd Assets and Intangibles, Acquisition Accougtin
Contingent Obligations, Depreciation, and Convégtlbvestment Tax Credits (ITCs).
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FINANCIAL CONDITION AND LIQUIDITY
Overview

Southern Power’s financial condition remained statiMarch 31, 2011. Southern Power intends tarmoato monitor its access to short-term and largit
capital markets as well as its bank credit arrareggmas needed to meet future capital and liquitigds. See “Sources of Capital” herein for adaiitio
information on lines of credit.

Net cash provided from operating activities tote$d@5.9 million for the first three months of 20tbmpared to $34.6 million for the correspondingqekin
2010. This increase was mainly due to an increasash received for convertible ITCs and bonusetgation. Net cash used for investing activitieta i
$84.7 million for the first three months of 201bntpared to $61.1 million for the corresponding eiin 2010. This increase was primarily due to an
increase in construction work in progress relatecianstruction activities at Cleveland County aratdgdoches. Net cash used for financing activitieged
$29.0 million for the first three months of 201bngpared to $23.0 million cash provided from finawgcactivities for the corresponding period in 2010
primarily due to repayment of an affiliate loanateld to SRE.

Significant asset changes in the balance sheétédirst quarter 2011 include an increase in coiesion work in progress due to Cleveland County an
Nacogdoches construction activities and a decriegsepaid income taxes mainly due to the recdipinoincome tax refund from the IRS relatec
convertible ITCs and bonus depreciation.

Significant liability and stockholder’s equity chges in the balance sheet for the first quarter 20dlide an increase in accounts payable — otlierapity
related to Cleveland County and Nacogdoches cartairuactivities, a decrease in accounts payalaliiliated primarily due to the expiration of aféite
PPAs in May 2010, a decrease in notes payable piyngaie to repayment of an affiliate loan relatedSRE, and a decrease in deferred capacity resenue
affiliated primarily due to seasonality.

Capital Requirements and Contractual Obligations

See MANAGEMENT'’S DISCUSSION AND ANALYSIS — FINANCIA CONDITION AND LIQUIDITY — “Capital Requirementsral Contractual
Obligations” of Southern Power in Item 7 of the fat0-K for a description of Southern Power’s cdpitguirements for its construction program, schediu
maturities of long-term debt, interest, leasesivaéive obligations, purchase commitments, and {targh service agreements. The construction proggsam
subject to periodic review and revision; these am®include estimates for potential plant acquisgiand new construction as well as ongoing capital
improvements. Planned expenditures for plant aitgpris may vary due to market opportunities andtBeun Power’s ability to execute its growth strateg
Actual construction costs may vary from these estir® because of changes in factors such as: bsigiosditions; environmental statutes and regulation
FERC rules and regulations; load projections; lagin; the cost and efficiency of constructiondalequipment, and materials; project scope angjdes
changes; and the cost of capital.

Sources of Capital

Southern Power may use operating cash flows, eadtéunds, equity capital, or loans from Southerrmpany to finance any new projects, acquisitiond, an
ongoing capital requirements. Southern Power esgeajenerate external funds from the issuancesgaured senior debt and commercial paper or
utilization of credit arrangements from banks. Heare the amount, type, and timing of any futurafinings, if needed, will depend upon prevailing ketr
conditions, regulatory approval, and other fact8ese MANAGEMENT'S DISCUSSION AND ANALYSIS +INANCIAL CONDITION AND LIQUIDITY

— “Sources of Capital” of Southern Power in ItemfThe Form 10-K for additional information.
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Southern Power’s current liabilities frequently eed current assets due to the use of short-terebiadness as a funding source to meet cash neéats wh
can fluctuate significantly due to the seasonalftthe business. To meet liquidity and capital tese requirements, Southern Power had at MarcRAGil1,
cash and cash equivalents of approximately $6anillind committed credit arrangements with bank&60 million, all of which expire in 2012. Proceeds
from these credit arrangements may be used foringidapital and general corporate purposes asasditjuidity support for Southern Power’'s commdrcia
paper program. See Note 6 to the financial stat&y@rSouthern Power under “Bank Credit Arrangersieint ltem 8 of the Form 10-K and Note (E) to the
Condensed Financial Statements under “Bank Cred#trements” herein for additional information. 8muin Power’'s commercial paper program is used to
finance acquisition and construction costs rel&teglectric generating facilities and for genem@iporate purposes. At March 31, 2011, Southern Pbag
$249 million of commercial paper borrowings outsliag with a weighted average interest rate of Opgeannum. During the first quarter 2011, Southern
Power had an average of $231 million of commernuégder outstanding at a weighted average interesbf®.4% per annum and the maximum amount
outstanding was $272 million. Management beliehas the need for working capital can be adequarediby utilizing commercial paper programs, linés o
credit, and cash.

Credit Rating Risk

Southern Power does not have any credit arrangertieitwould require material changes in paymemédales or terminations as a result of a creditgat
downgrade. There are certain contracts that cagdire collateral, but not accelerated paymerthénevent of a credit rating change to BBB and Baa2
BBB- and/or Baa3 or below. These contracts arglfiysical electricity purchases and sales, fuekfartation and storage, and energy price risk
management. At March 31, 2011, the maximum potecitateral requirements under these contracésBBB and Baa2 rating were approximately

$9 million and at a BBB- and/or Baa3 rating werpragimately $367 million. At March 31, 2011, the ximaum potential collateral requirements under these
contracts at a rating below BBBnd/or Baa3 were approximately $1.0 billion. In@ddn these amounts are certain agreements thiak i@muire collateral i

the event that one or more Southern Company syBtmmer Pool participants has a credit rating chaadeelow investment grade. Generally, collateray ma
be provided by a Southern Company guaranty, lefteredit, or cash. Additionally, any credit ratidgwngrade could impact Southern Power’s ability to
access capital markets, particularly the short-téefst market.

In addition, through the acquisition of Plant Row&outhern Power assumed PPAs with Duke EnergWNanith Carolina Municipal Power Agency No. 1
(NCMPAZ1) that could require collateral, but not @ecated payment, in the event of a downgrade oftf®on Power’s credit. The Duke Energy PPA defines
the downgrade to be below BBB- or Baa3. The NCMPRA requires credit assurances without statingeaip credit rating. The amount of collateral
required would depend upon actual losses, if asylting from a credit downgrade for both PPAs.

Market Price Risk

Southern Power is exposed to market risks, incydhranges in interest rates, certain energy-reladatnodity prices, and, occasionally, currency excfe
rates. To manage the volatility attributable tosthexposures, Southern Power takes advantageundhaffsets and enters into various derivativaegeations
for the remaining exposures pursuant to SouthewePs policies in areas such as counterparty exgosnd risk management practices. Southern Power’s
policy is that derivatives are to be used primaidlyhedging purposes and mandates strict adheteradeapplicable risk management policies. Deixea
positions are monitored using techniques including,not limited to, market valuation, value akristress tests, and sensitivity analysis.

Southern Power’s market risk exposure relativenterest rate changes for the first quarter 201Inbashanged materially compared with the Decerther
2010 reporting period. Since a significant portidroutstanding indebtedness is at fixed rates, i&wntPower is not aware of any facts or circumstarnicat
would significantly affect
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exposure on existing indebtedness in the near tdawever, the impact on future financing costs camow be determined.

Because energy from Southern Power’s facilitigwiimarily sold under longerm PPAs with tolling agreements and provisiongis substantially all of th
responsibility for fuel cost to the counterparti®suthern Power’s exposure to market volatilitg@mmodity fuel prices and prices of electricityenerally
limited. However, Southern Power has been and roatiraie to be exposed to market volatility in eyerglated commodity prices as a result of sales of
uncontracted generating capacity.

The changes in fair value of energy-related dereatontracts for the three months ended Marcl2811 were as follows:

First Quarter

2011

Changes

Fair Value

(in millions)
Contracts outstanding at the beginning of the perdgsets (liabilities), ni $(3.5)
Contracts realized or settl 0.7
Current period chang¢@ 0.5
Contracts outstanding at the end of the periodgtagbabilities), ne $(2.9

(@) Current period changes also include the changfsrimalue of new contracts entered into duringpkeod, if any

The increase in the fair value positions of thergpeelated derivative contracts for the three rherdnded March 31, 2011 was $1.2 million, whictius to
both power and natural gas positions. This chasggtiibutable to both the volume and prices of @oand natural gas as follows:

March 31, 2011 December 31, 201!

Power (net sold)

MWHs (in millions) 0.8 0.c

Weighted average contract cost per MWH above (beinarket pricey(in dollars) $(3.20 $(2.39)
Natural gas (net purchase

Commodity— million mmBtu 132 13.C

Commaodity— Weighted average contract cost per mmBtu aboveheharket price(in dollars) $0.01 $0.11
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The fair value of energy-related derivative corisdry hedge designation reflected in the finargtiaiements as assets (liabilities) consists ofal@ving:

Asset (Liability) Derivatives March 31, 2011 December 31, 201
(in millions)

Cash flow hedge $0.1 $(1.0)

Not designate! (2.9 (2.5

Total fair value $(2.39) $(3.5)

Gains and losses on energy-related derivatives mg&buthern Power to hedge anticipated purchasksales are initially deferred in OCI before being
recognized in income in the same period as thedtetignsaction. Gains and losses on energy-rediideative contracts that are not designated btdai
qualify as hedges are recognized in the statenoéimisome as incurred.

Total net unrealized pre-tax gains (losses) reamghin the statements of income for the three nmetiied March 31, 2011 for energy-related derieativ
contracts that were not hedges were not materéalndlhcontinue to be marked to market until thétleenent date. For the three months ended March 31,
2010, the total net unrealized pre-tax losses m&zed in the statements of income were $0.7 million

Southern Power uses over-the-counter contract@thatot exchange traded but are fair valued ysilogs which are market observable, and thusridl i
Level 2. See Note (C) to the Condensed Financa&k8tents herein for further discussion on fair @aheasurements. The maturities of the energy-telate
derivative contracts and the level of the fair eahierarchy in which they fall at March 31, 2011revas follows:

March 31, 2011
Fair Value Measurements

Total Maturity
Fair Value Year 1 Years 2&3 Years 4&5
(in millions)
Level 1 $ — — $—
Level 2 (2.9 2.7) — 04
Level 3 — — — —
Fair value of contracts outstanding at end of ok $(2.9 $(2.7) $— $0.4

The Dodd-Frank Wall Street Reform and Consumereetmn Act (Dodd-Frank Act) enacted in July 201@ldampact the use of over-the-counter
derivatives by Southern Power. Regulations to imigliet the Dodd-Frank Act could impose additionaliegments on the use of over-tbeunter derivative
such as margin and reporting requirements, whicidcaffect both the use and cost of over-the-cautigéeivatives. The impact, if any, cannot be deteet
until regulations are finalized.

For additional information, see MANAGEMENT'S DISCS8N AND ANALYSIS — FINANCIAL CONDITION AND LIQUIDITY — “Market Price Risk”
of Southern Power in Item 7 and Note 1 under “Fai@rinstruments” and Note 9 to the financial staéats of Southern Power in Item 8 of the Form 10-K
and Note (H) to the Condensed Financial Statentesrtsin.

Financing Activities

During the three months ended March 31, 2011, ®ontRower paid $3.1 million on a long-term loaratedl to SRE. Southern Power did not issue or redeen
any long-term securities during the first quartet 2.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS:

(A)

(B)

INTRODUCTION

The condensed quarterly financial statemehésach registrant included herein have been peepay such registrant, without audit, pursuanh t
rules and regulations of the SEC. The CondenseghBalSheets as of December 31, 2010 have beeediémm the audited financial statements of
each registrant. In the opinion of each registeamanagement, the information regarding such magisturnished herein reflects all adjustments,
which, except as otherwise disclosed, are of a abreturring nature, necessary to present faidyrésults of operations for the periods ended
March 31, 2011 and 2010. Certain information aratrfote disclosures normally included in annualriitial statements prepared in accordance with
GAAP have been condensed or omitted pursuant torsdes and regulations, although each registralig\es that the disclosures regarding such
registrant are adequate to make the informatioggmted not misleading. Disclosures which would sutiglly duplicate the disclosures in the Form
10-K and details which have not changed signifigaintamount or composition since the filing of therm 10-K are generally omitted from this
Quarterly Report on Form 10-Q. Therefore, thesed@ored Financial Statements should be read in mctigm with the financial statements and the
notes thereto included in the Form 10-K. Due tosta@sonal variations in the demand for energy,atipgrresults for the periods presented are not
necessarily indicative of the operating resultseaexpected for the full yee

Effective March 15, 2011, Southern Compaaydferred its ownership in its wholly-owned suleigj Southern Renewable Energy, Inc. (SRE), to
Southern Power. SRE was formed to construct, aegown, and manage renewable generation assesekhmdectricity at market-based prices in the
wholesale market. As a transfer of net assets amntities under common control, the assets anditiab of SRE were transferred at historical cost.
The consolidated financial statements of Southemd? have been revised to include the financiatlit@n and the results of operations of SRE s
its inception in January 201

Southern Company has made separate guaraotwes counterparties regarding performance otremtual commitments by SRE. The total original
notional amount of the guarantees was $120 milb@proximately $12 million of which was outstandatgMarch 31, 2011. Of this amount,
approximately $3 million is expected to expire inghist 2011, and approximately $9 million is expédteexpire in 2037

Certain prior yea’ data presented in the financial statements have feetassified to conform to the current year pnestéon.
CONTINGENCIES AND REGULATORY MATTERS

See Note 3 to the financial statements ofédlgéstrants in Iltem 8 of the Form 10-K for infortioa relating to various lawsuits, other contingese
and regulatory matter

General Litigation Matters

Each registrant is subject to certain clagmd legal actions arising in the ordinary coursbusiness. In addition, each registrant’s busiaessities

are subject to extensive governmental regulatitaige to public health and the environment, suctegslation of air emissions and water discharges.
Litigation over environmental issues and claimsarious types, including property damage, persimjaty, common law nuisance, and citizen
enforcement of environmental requirements suchpasity and air and water quality standards, hasased generally throughout the U.S. In
particular, personal injury and other claims fomda@es caused by alleged exposure to hazardousatgtend common law nuisance claims for
injunctive relief and property damage allegedlysmliby greenhouse gas and other emissions, hasmbenore frequent. The ultimate outcome of
such pending or potential litigation against eagistrant and any of its subsidiaries cannot bdigired at this time; however, for current procegdin
not specifically
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reported herein or in Note 3 to the finansiatements of each registrant in Item 8 of therFdd-K, management does not anticipate that the
liabilities, if any, arising from such current pesalings would have a material adverse effect on mgistrar’s financial statement

Environmental Matters
New Source Review Actior

In November 1999, the EPA brought a civiiatin the U.S. District Court for the Northern DBist of Georgia against certain Southern Company
subsidiaries, including Alabama Power and Georgiad?, alleging that these subsidiaries had viol8& provisions of the Clean Air Act and
related state laws at certain coal-fired generdtudities. After Alabama Power was dismissed fribra original action, the EPA filed a separate
action in January 2001 against Alabama Power irttie District Court for the Northern District of@bama. In these lawsuits, the EPA alleges that
NSR violations occurred at eight c-fired generating facilities operated by AlabamavBoand Georgia Power, including facilities co-oaoy
Mississippi Power and Gulf Power. The civil actioeguest penalties and injunctive relief, includargorder requiring installation of the best
available control technology at the affected uriitse EPA concurrently issued notices of violatiorGulf Power and Mississippi Power relating to
Gulf Power's Plant Crist and Mississippi Power’atlWatson. In early 2000, the EPA filed a motiomatmend its complaint to add Gulf Power and
Mississippi Power as defendants based on the &itbegan the notices of violation. However, in Mar2001, the court denied the motion based on
lack of jurisdiction, and the EPA has not re-fil@the action against Georgia Power has been adnaitNgly closed since the spring of 2001, and the
case has not been reopened. The separate actiostajabama Power is ongoin

In June 2006, the U.S. District Court for Merthern District of Alabama entered a consentekebetween Alabama Power and the EPA, resolving a
portion of the Alabama Power lawsduit relating te #ileged NSR violations at Plant Miller. In JulydB, the U.S. District Court for the Northern
District of Alabama granted partial summary judgmiarfavor of Alabama Power with respect to itsesthffected units regarding the proper legal

for determining whether projects are routine maiatee, repair, and replacement and therefore ateded from NSR permitting

In September 2010, the EPA dismissed five of tiheiemaining claims against Alabama Power, leawinly three claims for summary dispositior
trial, including the claim relating to a facilityyeowned by Mississippi Power. The parties eacld fiteotions for summary judgment in
September 201(

On March 14, 2011, the U.S. District Courttfee Northern District of Alabama granted AlabaRwver’'s motion for summary judgment on all
remaining claims and dismissed the case with piregud’he EPA has the right to appeal within 60 dafythe order

Southern Company believes that the traditioparating companies complied with applicable land the EPA regulations and interpretations in
effect at the time the work in question took plabiee Clean Air Act authorizes maximum civil pengidtiof $25,000 to $37,500 per day, per violation
at each generating unit, depending on the dateeoflieged violation. An adverse outcome could ireqaubstantial capital expenditures or affect the
timing of currently budgeted capital expenditutest tannot be determined at this time and couldiplysrequire payment of substantial penalties.
Such expenditures could affect future results @rafions, cash flows, and financial condition i€lswosts are not recovered through regulated rates.
The ultimate outcome of these matters cannot berméted at this time

Carbon Dioxide Litigation
New York Cas

In July 2004, three environmental groups aftdrneys general from several states, each outéifeuthern Company’s service territory, and the
corporation counsel for New York City filed compits in the U.S. District Court for the Southerntiét of New York against Southern Company
and four other electric power companies. The comdallege that the companieshissions of carbon dioxide, a greenhouse gastiloote to globe
warming, which the plaintiffs assert is a publiégsamnce. Under common law public and private nuisaheories, the plaintiffs seel
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judicial order (1) holding each defendant jointhdaseverally liable for creating, contributing &md/or maintaining global warming and (2) requir
each of the defendants to cap its emissions oboadibxide and then reduce those emissions by cfiggepercentage each year for at least a decade.
The plaintiffs have not, however, requested thatalges be awarded in connection with their clainstttern Company believes these claims are
without merit and notes that the complaint citestadutory or regulatory basis for the claims. &p@mber 2005, the U.S. District Court for the
Southern District of New York granted Southern Camygs and the other defendants’ motions to disthisse cases. The plaintiffs filed an appeal to
the U.S. Court of Appeals for the Second CircuiDictober 2005 and, in September 2009, the U.S.t@bdppeals for the Second Circuit reversed
the district court’s ruling, vacating the dismisshthe plaintiffs’ claim, and remanding the casétte district court. In December 2010, the U.S.
Supreme Court granted the defendants’ petitiomfitrof certiorari. On April 19, 2011, the U.S. Seme Court heard oral argument in this case, and
a decision is expected before y-end. The ultimate outcome of these matters carmoekermined at this tim

Kivalina Case

In February 2008, the Native Village of Kiwvel and the City of Kivalina filed a suit in the3J.District Court for the Northern District of Cialinia
against several electric utilities (including Sarth Company), several oil companies, and a coapeom The plaintiffs are the governing bodies of
an Inupiat village in Alaska. The plaintiffs contktihat the village is being destroyed by erositegaidly caused by global warming that the plaistiff
attribute to emissions of greenhouse gases byefendants. The plaintiffs assert claims for publhd private nuisance and contend that some of the
defendants have acted in concert and are therjgfiotly and severally liable for the plaintiffs’ deages. The suit seeks damages for lost property
values and for the cost of relocating the villaghich is alleged to be $95 million to $400 milliddouthern Company believes that these claims are
without merit and notes that the complaint citestadutory or regulatory basis for the claims. &p@mber 2009, the U.S. District Court for the
Northern District of California granted the defentt’ motions to dismiss the case based on lack of jigtisd and ruled the claims were barred by
political question doctrine and by the plaintiffallure to establish the standard for determinimaf the defendants’ conduct caused the injury etleg
In November 2009, the plaintiffs filed an appeathithe U.S. Court of Appeals for the Ninth Circelitallenging the district court’s order dismissing
the case. On January 24, 2011, the defendantsdfitedtion with the U.S. Court of Appeals for thentti Circuit to defer scheduling the case pending
the decision of the U.S. Supreme Court in the NeskYase discussed above. On February 23, 2011.8eCourt of Appeals for the Ninth Circuit
issued an order staying the case until June 15.,.204e ultimate outcome of this matter cannot kerd@ned at this time

Environmental Remediation

The registrants must comply with environmental land regulations that cover the handling and dispafswaste and releases of hazard
substances. Under these various laws and reguatiom subsidiaries may also incur substantiakdostlean up properties. The traditional operating
companies have each received authority from tlespective state PSCs to recover approved enviraahmmpliance costs through regulatory
mechanisms. Within limits approved by the state $3i@se rates are adjusted annually or as nege

Georgia Powe's environmental remediation liability as of March 2011 was $13.2 million. Georgia Power has besigdated or identified as
potentially responsible party (PRP) at sites goséroy the Georgia Hazardous Site Response Act abg/fte federal Comprehensive Environme
Response, Compensation, and Liability Act (CERCLiA}Juding a large site in Brunswick, Georgia oa tBERCLA National Priorities List (NPL).
The parties have completed the removal of wastes the Brunswick site as ordered by the EPA. Addal claims for recovery of natural resource
damages at this site or for the assessment andtjabtedeanup of other sites on the Georgia Haaasdgites Inventory and CERCLA NPL are
anticipated; however, they are not expected to hawaterial impact on Georgia Po’s or Southern Compa’s financial statement

In September 2008, the EPA advised GeorgigePthat it has been designated as a PRP at thé Wansformer Superfund site located in Raleigh,
North Carolina. Numerous other entities have ateeived notices regarding this site from the EP@oi@ia Power, along with other named PRP
negotiating with the EPA to address cleanup ofstteand reimbursement for past expenditures kklatevork performed at the site. In addition, in
April 2009, two PRPs file
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separate actions in the U.S. District Coaorttfie Eastern District of North Carolina againstnerous other PRPs, including Georgia Power, sgekin
contribution from the defendants for expenses imzliby the plaintiffs related to work performedagiortion of the site. The ultimate outcome of
these matters will depend upon further environmergsessment and the ultimate number of PRPs aimidbthe determined at this time; however, it
is not expected to have a material impact on SontBempan’s and Georgia Pow's financial statement

Gulf Power’s environmental remediation lidtlgiincludes estimated costs of environmental reiat@mh projects of approximately $63.5 million &s o
March 31, 2011. These estimated costs relateda@kisure criteria by the Florida Department of iEmvmental Protection (FDEP) for potential
impacts to soil and groundwater from herbicide mapons at Gulf Power substations. The scheduledmpletion of the remediation projects will
subject to FDEP approval. The projects have beproapd by the Florida PSC for recovery through @Qdfvers environmental cost recovery clat
therefore, there was no impact on net income asutrof these estimate

In 2003, the Texas Commission on Environmental QUaICEQ) designated Mississippi Power as a PR#site in Texas. The site was owned b
electric transformer company that handled MissgEdower’s transformers as well as those of mahgroéntities. The site owner is bankrupt and the
State of Texas has entered into an agreement wibiddippi Power and several other utilities taestigate and remediate the site. Amounts expe
during the first quarters of 2010 and 2011 relatethis work were not material. Hundreds of entitieve received notices from the TCEQ requesting
their participation in the anticipated site remédia The final impact of this matter will depenpan further environmental assessment and the
ultimate number of PRPs. The remediation expemsesried by Mississippi Power are expected to beveed through the ECO Ple

The final outcome of these matters cannot hewletermined. However, based on the currentlyknmonditions at these sites and the nature and
extent of activities relating to these sites, SetttCompany, Georgia Power, Gulf Power, and Miggis&ower do not believe that additional
liabilities, if any, at these sites would be matktd their respective financial statemel

Right of Way Litigation

Southern Company and certain of its subsalaincluding Mississippi Power, have been namsededendants in numerous lawsuits brought by
landowners since 2001. The plaintiffs’ lawsuitsrlahat defendants may not use, or sublease t fiairties, some or all of the fiber optic
communications lines on the rights of way that sribe plaintiffs’ properties and that such actierseed the easements or other property rights held
by defendants. The plaintiffs assert claims forpagother things, trespass and unjust enrichmehsaek compensatory and punitive damages and
injunctive relief. Management of Southern Compang Mississippi Power believe they have compliedhwipplicable laws and that the plaintiffs’
claims are without meri

Mississippi Power has entered into agreemeititsplaintiffs in approximately 95% of the actmpending against Mississippi Power to clarify its
easement rights in the State of Mississippi. Tlaggeements have been approved by the Circuit CofiHarrison County and Jasper County,
Mississippi (First Judicial Circuit), and the reldtcases have been dismissed. These agreementsohagsulted in any material effects on Southern
Compan’s or Mississippi Pow's financial statement

In addition, in late 2001, certain subsidiarof Southern Company, including Mississippi Pouwre named as defendants in a lawsuit brought in
Troup County, Georgia, Superior Court by Interstgteer Network Inc. a subsidiary of telecommunicasi company ITC DeltaCom, Inc. that uses
certain of the defendants’ rights of way. This laitalleges, among other things, that the defersdarg contractually obligated to indemnify, defend,
and hold harmless the telecommunications compamy &ny liability that may be assessed againstpeimding and future right of way litigation.
Southern Company and Mississippi Power believettt@plaintiff's claims are without merit. In thallfof 2004, the trial court stayed the case until
resolution of the underlying landowner litigatioisclssed above. In January 2005, the Georgia ©@béppeals dismissed the telecommunications
company'’s appeal of the trial court’s order folkag jurisdiction. In August 2010, the defendaritsd a motion to dismiss the suit for lack of
prosecution. The court denied the defendants’ mdtiadismiss the claim. On March 25, 2011, theniffis filed an amended complaint asserting
claims for breach of contract for failing to make tdefendan’ facilities fully available to the plaintiffs andfdailing to
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indemnify the plaintiffs in defending the wmtying landowner litigation. An adverse outcometiis matter, combined with an adverse outcome
against the telecommunications company in one gerabthe right of way lawsuits, could result irbstantial judgments; however, the final outcome
of these matters cannot now be determi

Nuclear Fuel Disposal Cost Litigation

See Note 3 to the financial statements ott8ya Company, Alabama Power, and Georgia PowegrdiNuclear Fuel Disposal Costs” in Item 8 of
the Form 10-K for information regarding the litigat brought by Alabama Power and Georgia Powemagj#lie government for breach of contracts
related to the disposal of spent nuclear f

In July 2007, the U.S. Court of Federal Ckiemvarded Georgia Power approximately $30 millmased on its ownership interests, and awarded
Alabama Power approximately $17 million, represemsubstantially all of the direct costs of the @axgion of spent nuclear fuel storage facilities at
Plants Farley, Hatch, and Vogtle from 1998 thro§84. In November 2007, the government’s motiorrégonsideration was denied. In

January 2008, the government filed an appeal arfebruary 2008, filed a motion to stay the appehich the U.S. Court of Appeals for the Federal
Circuit granted in April 2008. In May 2010, the UGourt of Appeals for the Federal Circuit liftdtbtstay

On March 11, 2011, the U.S. Court of Appdatghe Federal Circuit issued an order in whicaffirmed the damage award to Alabama Power, but
remanded the Georgia Power portion of the procgeutick to the U.S. Court of Federal Claims for restcderation of the damages amount in light of
the spent nuclear fuel acceptance rates adoptedéparate proceeding by the U.S. Court of Apdealthe Federal Circui

In April 2008, a second claim against theggoment was filed for damages incurred after De@srh, 2004 (the court-mandated cut-off in the
original claim), due to the government’s allegedtaowiing breach of contract. The complaint doesaoaitain any specific dollar amount for recovery
of damages. Damages will continue to accumulati thietissue is resolved or the storage is provitkalamounts have been recognized in the
financial statements as of March 31, 2011 for eith&@m. The final outcome of these matters cafmeotletermined at this time, but no material im
on net income is expected as any damage amoutesteol from the government are expected to berretuto customer:

Sufficient pool storage capacity for spera fis available at Plant Vogtle to maintain fullrealischarge capability for both units into 2014.
Construction of an on-site dry storage facilityPnt Vogtle is expected to begin in sufficienteaite maintain pool full-core discharge capabilhy.
Plants Hatch and Farley, on-site dry spent fuebgte facilities are operational and can be expamladcommodate spent fuel through the expected
life of each plant

Income Tax Matters
Georgia State Income Tax Credi

Georgia Power’s 2005 through 2009 incomdfitangs for the State of Georgia include state imeotax credits for increased activity through Georg
ports. Georgia Power also filed similar claimstfoe years 2002 through 2004. The Georgia DepartoféRévenue (DOR) has not responded to t
claims. In July 2007, Georgia Power filed a compil& the Superior Court of Fulton County to recotree credits claimed for the years 2002 through
2004. In March 2010, the Superior Court of Fultau@ty ruled in favor of Georgia Power’s motion ssmmary judgment. The Georgia DOR has
appealed to the Georgia Court of Appeals and asitecis expected later this year. Any decision m@pubject to further appeal to the Georgia
Supreme Court. An unrecognized tax benefit has bemrded related to these credits. If Georgia P@navails, no material impact on Southern
Company'’s or Georgia Power’s net income is expeated significant portion of any tax benefit is esjed to be returned to retail customers in
accordance with the 2010 ARP. If Georgia Powetssuccessful, payment of the related state tapreviously utilized credits would have a
negative effect on Southern Company’s and GeorgweelPs cash flow. See Note 5 to the financial stegets of Southern Company and Georgia
Power in Item 8 of the Form 10-K under “UnrecogniZeéax Benefits” and Note (G) herein for additiomdbrmation. The ultimate outcome of this
matter cannot now be determin
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State PSC Matters
Alabama Powel
Natural Disaster Resen

See Note 3 to the financial statements of Sout@empany unde“PSC Matter— Alabama Powe- Natural Disaster Resel” and Note 3 to th

financial statements of Alabama Power under “R&aijulatory Matters — Natural Disaster Reservdtam 8 of the Form 10-K for additional
information. At March 31, 2011, the NDR had an awalated balance of $127 million, which is includedhe Condensed Balance Sheets herein
under other regulatory liabilities, deferred. Tloeraals are reflected as operations and mainterexpenses in the Condensed Statements of Income
herein.

On April 27, 2011, devastating storms swept throtighcentral part of Alabama causing significanhége in parts of Alabama Pov's service

territory. Over 400,000 of Alabama Power’s 1.4 ioillcustomers were without electrical service imiatedy after the storms, resulting from
significant damage to Alabama Povgetransmission and distribution facilities. Thelipnéhary estimated cost associated with repairtrgdamage t
facilities and restoring electrical service to cuseérs is between $40 million and $55 million foeogtions and maintenance expenses and between
$180 million and $225 million for capital expendits. Alabama Power maintains a reserve for operaod maintenance expenses to cover the cost
of damages from major storms to Alabama P''s transmission and distribution facilitie

Georgia Powel
Fuel Cost Recover

See Note 3 to the financial statements of SoutBempany and Georgia Power un Retail Regulatory Mattel- Georgia Powe— Fuel Cos!
Recovery” and “Retail Regulatory Matters — Fuel tqscovery,” respectively, in Item 8 of the FormK@or additional information. On March 1,
2011, Georgia Power filed a request with the GeoR#C to decrease fuel rates by 0.61%. The deoneagd reduce Georgia Powerannual billing

by approximately $43 million. The decrease in feadts is driven primarily by lower natural gas psthan those included in current rates as a result
of increases in natural gas supplies from the prtioin of shale gas and lower industrial demandplsroved, the new rates will go into effect June 1,
2011. The ultimate outcome of this matter cannaddtermined at this tim

Nuclear Constructiol

See Note 3 to the financial statements of Soutempany and Georgia Power unRetail Regulatory Mattel- Georgia Powe— Nuclear
Construction” and “Construction — Nuclear,” respeddiy, in Iltem 8 of the Form 10-K for additionaffarmation regarding Georgia Power’s
construction of Plant Vogtle Units 3 and

In December 2010, Westinghouse submitted RHOA0 Design Certification Amendment (DCA) to the@® On February 10, 2011, the NRC
announced that it was seeking public comment apgsed rule to approve the DCA and amend thefieekthP1000 reactor design for use in the
U.S. The Advisory Committee on Reactor Safegualstsiasued a letter on January 24, 2011 endorbimgssuance of the Construction and Oper:
License (COL) for Plant Vogtle Units 3 and 4. Irdén, on March 25, 2011, the NRC submitted toEfRA the final environmental impact
statement for Plant Vogtle Units 3 and 4. Georgie@ currently expects to receive the COL for PMogtle Units 3 and 4 from the NRC in late
2011 based on the NF's February 16, 2011 release of its COL schedutadveork.

On February 21, 2011, the Georgia PSC voted tooappBeorgia Pow’s third sem-annual construction monitoring report includingatatosts o
$1.048 billion for Plant Vogtle Units 3 and 4 inced through June 30, 2010. In connection withéidification of Plant Vogtle Units 3 and 4, the
Georgia PSC ordered Georgia Power and the PSCt8tafirk together to develop a risk sharing or imis@ mechanism that would provide some
level of protection to ratepayers in the eventighificant cost overruns, but also not penalize @@oPower’s earnings if and when overruns are due
to mandates from governing agencies. Such disaussiave continued through the third semi-annuasttoction monitoring proceedings; however,
the Georgia PSC has deferred a decision with réespeny related risk-sharing or incentive mechanid Georgia PSC hearing on this matter is
scheduled on July 6, 2011 and a decision is exparteAugust 2, 2011. Georgia Power will continudil®construction monitoring reports by
February 28 and August 31 of each year during ¢timstcuction period

In December 2010, the Georgia PSC approvexdgePower’'s NCCR tariff, which became effectiamdary 1, 2011. The NCCR tariff was
established to recover financing costs for nuabeaistruction projects by including the related ¢artion work in progress accounts in rate base
during the construction period in accordance with Georgia Nuclear Energy Financing Act. With respe Plant Vogtle Units 3 and 4, this
legislation allows Georgia Power to reco
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projected financing costs of approximately7#dillion during the construction period beginning2011, which reduces the projectedservice cost t
approximately $4.4 billion. Georgia Power is cdlleg and amortizing to earnings approximately $9llion of financing costs capitalized in 2009
and 2010 over the five-year period ending DecerBthef015, in addition to the ongoing financing sostt March 31, 2011, approximately

$87 million of these 2009 and 2010 costs are ireduid construction work in progre:

Georgia Power, Oglethorpe Power Corporatioe Municipal Electric Authority of Georgia, ancetRity of Dalton, Georgia, an incorporated
municipality in the State of Georgia acting by @hibugh its Board of Water, Light, and Sinking Fu®ammissioners (collectively, Owners), and a
consortium consisting of Westinghouse and Stone&b¥ter, Inc. have established both informal anchébdispute resolution procedures in order to
resolve issues that commonly arise during the eoofgonstructing a project of this magnitude. Seut Nuclear, on behalf of the Owners, has
initiated both formal and informal claims througdfese procedures, including ongoing claims, andipaties that further issues are likely to arise in
the future. The Owners have successfully used thetinformal and formal procedures to resolve dispand expect to resolve any existing and
future disputes through these procedures as

There are other pending technical and praegdhallenges to the construction and licensinglaht Vogtle Units 3 and 4, including petitioned at
the NRC in response to the events in Japan. Sianlditional challenges at the state and federal lane expected as construction proce

The ultimate outcome of these matters cannot erméied at this time
Other Constructior

In May 2010, the Georgia PSC approved Gedrgiaer’s request to extend the construction scleefdulPlant McDonough Units 4, 5, and 6 as a
result of the short-term reduction in forecasteshded, as well as the requested increase in thiiegdmount. As a result, the units are expeated t
be placed into service in January 2012, May 204&,January 2013, respectively. The Georgia PS@bpsoved Georgia Power’s quarterly
construction monitoring reports, including actuadjpct expenditures incurred, through June 30, 2GHdrgia Power will continue to file quarterly
construction monitoring reports throughout the ¢artdion perioc

Plant Branch Units 1 and 2 [-certification

On March 22, 2011, the board of the Georgigddtment of Natural Resources began considerafiorodifications to the Georgia Multi-Pollutant
Rule. The proposed modifications would change tmaptiance dates for certain of Georgia Pc's coa-fired generating units as follow

Scherer & July 1, 2011
Branch 1 December 31, 201
Branch 2 October 1, 201:
Branch 3 October 1, 201!
Branch 4 December 31, 201

The Multi-Pollutant Rule is designed to reel@enissions of mercury, sulfur dioxide, and nitrog&ides statewide. The Utility Maximum Achievable
Control Technology rule will also regulate emissaf mercury, in addition to other air pollutardl. required controls, including SCR, scrubber,
baghouse, are expected to be operational at Pther& Unit 3 by the required compliance date. Assalt of these proposed rules, Georgia Power’s
management expects to request that the Georgiaapf@@ve dezertification of its Plant Branch Units 1 and 2aling 569 MWs of capacity, as of 1
effective dates for controls under the Multi-Pddiot Rule as revised. Georgia Power continues tlyzeéhe potential costs and benefits of installing
the required controls on its remaining coal-firedts; including Plant Branch Units 3 and 4, in tigii the proposed air quality rules, as well as
additional potential federal regulations relateaviader quality and coal combustion byproducts. GeolPower may determine that retiring and
replacing certain of its existing units with newngeating resources or purchased power is more etioatly efficient than installing the required
controls.
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See Note 3 under “Retail Regulatory MatteRate Plans” to the financial statements of Souti@mpany and Georgia Power in Item 8 of the Form
10-K for information regarding the 2010 ARP. Untiez terms of the 2010 ARP, any costs associatddaliinges to Georgia Power’s approved
environmental operating or capital budgets resgifiom new or revised environmental regulationstigh 2013 that are approved by the Georgia
PSC in connection with an updated integrated resoplian will be deferred as a regulatory asseetoebovered over a time period deemed
appropriate by the Georgia PSC. Georgia Power wtlyrexpects to file an update to its integratesbrece plan in late summer 2011, which would
include the Plant Branch Units 1 and 2 de-certificarequest. In connection with this filing, Geargower expects to request the Georgia PSC to
approve the deferral and related amortization efrétail portion of the related costs associatdt thie decertification request. Georgia Power mo
the retail portion of the net carrying value ofRIBranch Units 1 and 2 from plant in service, afedepreciation, to other utility plant, net of
depreciation. Consistent with current ratemakiegtiment, Georgia Power will continue to deprediaése units using the composite straight-line
rates approved by the Georgia PSC, and upon aetir@ment, expects to include the units’ remaimegcarrying value in rate base. However, the
recovery periods for these units may change in ection with Georgia Power’s updated integrateduasoplan. As a result of this regulatory
treatment, the de-certification of Plant Branchtddi and 2 is not expected to have a significapgitchon Southern Company’s or Georgia Power's
financial statement:

The ultimate outcome of these matters cannot erméied at this time
Gulf Power
Energy Conservation Cost Recov

Every five years, the Florida PSC establisie@s numeric conservation goals covering a 10-pesnd for utilities to reduce annual energy and
seasonal peak demand using demand-side managdn®Mj programs. After the goals are establishedifiasi develop plans and programs to meet
the approved goals. The costs for these prograeneeaovered through rates established annuallyeirehergy Conservation Cost Recovery cla

The most recent goal setting process estatalisew DSM goals for the period 2010-2019. The geals are significantly larger than the goals
established in the previous five-year cycle dua thange in the cost-effectiveness test on whieliFtbrida PSC relies to set the goals. Throughout
2010, Gulf Power engaged in a process at the RI&*BIC to develop plans and programs to meet théx@w goals. The DSM program standards
were approved in April 2011, which allow Gulf Powterimplement its DSM programs designed to meenthe goals. Higher cost recovery rates
achievement of the new DSM goals may result in cedwsales of electricity which could negatively aopresults of operations, cash flows, and
financial condition if base rates cannot be adpliste a timely basit

Mississippi Powe
Certificated New Plan

On April 27, 2011, Mississippi Power subntte the Mississippi PSC a proposed rate schedtglitig Certificated New Plant-A (CNP-A), a new
proposed cost recovery mechanism designed spélgifioaecover financing costs during the constimtiphase of the Kemper IGCC. Annual CRP-
rate filings would be made with the first filing@garing in November 2011. If approved by the Misgpi PSC, recovery through CNP-A will remain
in place thereafter until the end of the calendsrythat the Kemper IGCC is placed into commeszalice, which is projected to be 2014.
Certificated New Plant-B, which will be filed atater date, would propose to govern rates effedtiven the first calendar year after the Kemper
IGCC is placed into commercial service throughfitet seven full calendar years of its operatiohe Tiltimate outcome of this matter cannot be
determined at this tim

Integrated Coal Gasification Combined Cy

See Note 3 to the financial statements oft8ra Company under “Retail Regulatory Matters sdisippi Power Integrated Coal Gasification
Combined Cycle” and of Mississippi Power under éfriated Coal Gasification Combined Cycle” in Iterof 8he Form 10-K for information
regarding Mississippi Pow's construction of the Kemper IGC

In June 2010, the Mississippi Chapter ofSierra Club (Sierra Club) filed an appeal of thessisippi PSC’s June 3, 2010 decision to grant the
Certificate of Public Convenience and NecessitytlierKemper IGCC with the Chancery Court of Hami€bunty, Mississippi (Chancery Court).
Subsequently, in July 2010, the Sierra Club algal fan appeal directly with the Mississippi Supredoairt. In October 2010, the Mississippi Supr
Court dismissed the Sierra Club’s direct appealFébruary 28, 2011, the Chancery Court issued gnjht affirming the Mississippi PSC's order
authorizing the construction of the Kemper IGCC.earch 1, 2011, the Sierra Club appealed the Chgr@eurt’s decision to the Mississippi
Supreme Cour

In May 2009, Mississippi Power received riotifion from the IRS formally certifying the IRS@dated Internal Revenue Code Section 48A tax
credits (Phase 1) of $133 million to Mississippmr. On April 19, 2011, Mississippi Power receivedification from the IRS formally certifying
that the IRS allocated $279 million of Internal Raue Code Section 48A tax credits (Phase Il) tasigippi Power. The utilization of Phase | and
Phase Il credits is dependent upon meeting thecERication requirements, including an in-servitae no later than May 11, 2014 for the Phase |
credits and April 19, 2016 for the Phase Il creditsorder to remain eligible for the Phase Il tagdits, Mississippi Power plans to capture and
sequester (via enhanced oil recovery) at least @%te carbon dioxide (Ct2) produced by the plai
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during operations in accordance with the paa® rules for Section 48A investment tax creditrough March 31, 2011, Mississippi Power received
and accrued tax benefits totaling $31.9 milliontfegse tax credits, which will be amortized asduotion to depreciation and amortization over the
life of the Kemper IGCC

In February 2008, Mississippi Power requesitetithe DOE transfer the remaining funds previogeanted under the Clean Coal Power Initiative
Round 2 (CCPI2) from a cancelled IGCC project of oh Southern Company’s subsidiaries that wouldehzaen located in Orlando, Florida. In
December 2008, an agreement was reached to aksigerbaining funds ($270 million) to the Kemper IGQ/ississippi Power will receive grant
funds of $245 million during the construction oétplant and $25 million during the initial operatiof the plant. Through March 31, 2011,
Mississippi Power has received $40 million and esged an additional $20.1 million associated with grant.

On March 10, 2011, the Sierra Club filedwadait in the U.S. District Court for the District @olumbia against the DOE regarding the National
Environmental Policy Act review process askingdatay on the issuance of CCPI2 funds and a stagyteelated construction activities. On May 5,
2011, Mississippi Power filed a motion to intervémehis lawsuit.

In March 2010, the Mississippi DepartmenEakironmental Quality (MDEQ) issued the Preventdisignificant Deterioration (PSD) air permit
modification for the plant, which modifies the drigl PSD air permit issued in October 2008. Ther8i€lub requested a formal evidentiary hearing
regarding the issuance of the modified permit. @milAl, 2011, the MDEQ Permit Board held an eviiemthearing wherein the permit board
unanimously affirmed the PSD air pern

On March 4, 2011, Mississippi Power and Deyliinshore (Denbury), a subsidiary of Denbury ResgaiInc., entered into a contract in which
Denbury will purchase 70% of the Cz captured from the Kemper IGC

On April 27, 2011, Mississippi Power subrrtte the Mississippi PSC a proposed rate schedubelithg CNP-A, a new proposed cost recovery
mechanism designed specifically to recover finagpciost during the construction phase of the KenB&C. See “Certificated New Plant” herein for
additional information

As of March 31, 2011, Mississippi Power hpdrg a total of $352.8 million on the Kemper IG@@uding regulatory filing costs. Of this total,
$277 million was included in CWIP (net of $60.1 lioih of CCPI2 grant funds), $13.2 million was reted in other regulatory assets, $1.5 million
was recorded in other deferred charges and asset$1.0 million was previously expens

The ultimate outcome of these matters cannot erméied at this time
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(C) FAIR VALUE MEASUREMENTS

As of March 31, 2011, assets and liabilitresasured at fair value on a recurring basis dutiagperiod, together with the level of the fairuel

hierarchy in which they fall, were as follow

Fair Value Measurements Usingc

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
As of March 31, 2011 (Level 1) (Level 2) (Level 3) Total
(in millions)
Southern Company
Assets:
Energy-related derivative $— $ 14 $— $ 14
Interest rate derivative — 9 — 9
Foreign currency derivative — 6 6
Nuclear decommissioning trus@ 631 73€ 1,36¢
Cash equivalents and restricted ¢ 262 — — 262
Other investment 12 49 12 73
Total $90E $81€ $12 $1,73¢
Liabilities:
Energy-related derivative $— $172 $— $ 172
Interest rate derivative — 1 — 1
Total $— $178 $— $ 17z
Alabama Power
Assets:
Energy-related derivative $ — $ 2 $— $ 2
Nuclear decommissioning trus®)
Domestic equit 32¢ 61 — 38¢
Foreign equity 7 7 — 14
U.S. Treasury and government agency secui 18 8 — 27
Corporate bond — 83 — 83
Mortgage and asset backed secur — 29 29
Other 28 8 — 36
Cash equivalents and restricted ¢ 71 — — 71
Total $453 $19¢ $— $ 651
Liabilities:
Energy-related derivative $— $ 29 $— $ 29
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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, 2011. (Level 1) (Level 2) (Level 3) Total
(in millions)
Georgia Power
Assets:
Energ)-related derivative $— $ 2 $— $ 2
Nuclear decommissioning trus()
Domestic equity 24¢ 1 — 25C
U.S. Treasury and government agency secui — 87 — 87
Municipal bonds — 60 — 60
Corporate bond — 211 — 211
Mortgage and asset backed secur! — 11& — 11F
Other — 68 — 68
Total $24¢ $544 $— $792
Liabilities:
Energ)-related derivative $ — $ 86 $— $ 86
Gulf Power
Assets:
Energy-related derivative $ — $ 3 $— $ 3
Cash equivalent 14 — — 14
Total $ 14 $ 3 $— $ 17
Liabilities:
Energy-related derivative $ — $ 11 $— $11
Mississippi Power
Assets:
Energ)-related derivative $— $ 3 $— $ 3
Foreign currency derivative — 6 — 6
Cash equivalent 68 — — 68
Total $ 68 $ 9 $— $ 77
Liabilities:
Energ)-related derivative $ — $ 40 $— $ 40
Southern Power
Assets:
Energ)-related derivative $— $ 4 $— $ 4
Liabilities:
Energ)-related derivative $ — $ 6 $— $ 6

(a) For additional detail, see the nuclear decommiss@trusts sections for Alabama Power and Georgiad? in this table

(b) Excludes receivables related to investment incqraading investment sales, and payables relatedrtdipg investment purchas:

(c) Includes the investment securities pledged tditwes and cash collateral received, and excludesivables related to investment income, pendimgstment sales, and payables related to
pending investment purchases and the securitielinigmprogram. As of March 31, 2011, approximated $nillion of the fair market value of Georgia Pa¥senuclear decommissioning trust
funds’ securities were on loan and pledged to creditodeuthe fund’ manager securities lending prograr
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Valuation Methodologies

The energy-related derivatives primarily dshef over-the-counter financial products for matwgas and physical power products including, from
time to time, basis swaps. These are standard giodsed within the energy industry and are valigidg the market approach. The inputs used are
mainly from observable market sources, such asdahmatural gas prices, power prices, implied VMdlatand LIBOR interest rates. Interest rate and
foreign currency derivatives are also standard-tivercounter financial products valued using theketapproach. Inputs for interest rate derivatives
include LIBOR interest rates, interest rate futuwrestracts, and occasionally implied volatilityinferest rate options. Inputs for foreign currency
derivatives are from observable market sourcesN&¢e (H) herein for additional information on htlese derivatives are use

“Other investments” include investments inda that are valued using the market approachramwiie approach. Securities that are traded in the
open market are valued at the closing price om gr@icipal exchange as of the measurement daseoDnts are applied in accordance with GAAP
when certain trading restrictions exist. For inuesnts that are not traded in the open market, rice paid will have been determined based on m
factors including comparable multiples and the efqt@ns regarding cash flows and business plaoutiam. As the investments mature or if market
conditions change materially, further analysishaf tair market value of the investment is perforntduds analysis is typically based on a metrichsuc
as multiple of earnings, revenues, earnings béfibeeest and income taxes, or earnings adjustedeidain cash changes. These multiples are based
on comparable multiples for publicly traded comparor other relevant prior transactio

For fair value measurements of investmentBiwithe nuclear decommissioning trusts and rafoisit funds, specifically the fixed income assetagis
significant other observable inputs and unobseevatguts, the primary valuation technique usetiésmharket approach. External pricing vendors are
designated for each of the asset classes in tHearudecommissioning trusts and rabbi trust funitls @ach security discriminately assigned a prir
pricing source, based on similar characteris

A market price secured from the primary sewrendor is then used in the valuation of the assihin the trusts. As a general approach, market
pricing vendors gather market data (including iedieand market research reports) and integratéveelaedit information, observed market
movements, and sector news into proprietary prigiwoglels, pricing systems, and mathematical tootsl& quotes and other market information
including live trading levels and pricing analy judgment are also obtained when availa
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As of March 31, 2011, the fair value measweets of investments calculated at net asset vaustgare (or its equivalent), as well as the naduark
risks of those investments, were as follo

Fair Unfunded Redemptior Redemption
As of March 31, 2011: Value Commitments Frequency Notice Period
(in millions)

Southern Company
Nuclear decommissioning trus

Corporate bond- commingled fund: $10C None Daily 1to 3 day

Other— commingled fund: 68 None Daily Not applicable

Trust owned life insuranc 89 None Daily 15 days
Cash equivalents and restricted c:

Money market fund 262 None Daily Not applicable
Other:

Money market fund 2 None Daily Not applicable
Alabama Power
Nuclear decommissioning trus

Trust owned life insuranc $ 89 None Daily 15 days
Cash equivalents and restricted c:

Money market fund 71 None Daily Not applicable
Georgia Power
Nuclear decommissioning trus

Corporate bond- commingled fund: $10C None Daily 1to 3 day

Other— commingled fund: 68 None Daily Not applicable
Gulf Power
Cash equivalent:

Money market fund $ 14 None Daily Not applicable
Mississippi Power
Cash equivalent:

Money market fund $ 68 None Daily Not applicable
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The NRC requires licensees of commercialeargbower reactors to establish a plan for progidéasonable assurance of funds for future
decommissioning. Alabama Power and Georgia Power bgternal trust funds (the Funds) to comply wliga NRC’s regulations. The commingled
funds in the nuclear decommissioning trusts arested primarily in a diversified portfolio of higltade money market instruments, including, bu
limited to, commercial paper, notes, repurchaseergents, and other evidences of indebtedness withtarity not exceeding 13 months from the
date of purchase. The commingled funds will, howemaintain a dollar-weighted average portfolio anéy of 90 days or less. The assets may be
longer term investment grade fixed income obligagibaving a maximum five-year final maturity withtgeatures or floating rates with a reset rate
date of 13 months or less. The primary objectivetie commingled funds is a high level of currertome consistent with stability of principal and
liquidity. The corporate bonds — commingled funelsresent the investment of cash collateral recaivelér the Funds’ managers’ securities lending
program that can only be sold upon the return efitlaned securities. See Note 1 to the financaéstents of Southern Company and Georgia Power
under“Nuclear Decommissionit” in Item 8 of the Form 1-K for additional information

Alabama Power’s nuclear decommissioning tintides investments in Trust-Owned Life Insura(i@®Ll). The taxable nuclear decommissioning
trust invests in the TOLI in order to minimize tingpact of taxes on the portfolio and can draw anwvalue of the TOLI through death proceeds, Ic
against the cash surrender value, and/or the caignsler value, subject to legal restrictions. @hwunts reported in the table above reflect thre fai
value of investments the insurer has made in celdt the TOLI agreements. The nuclear decommisxjainust does not own the underlying
investments, but the fair value of the investmaipisroximates the cash surrender value of the TOli¢ips. The investments made by the insurer are
in commingled funds. The commingled funds primairigiude investments in domestic and internati@uglity securities and predominantly high-
quality fixed income securities. These fixed incaseeurities include U.S. Treasury and governmeeneyfixed income securities, non-U.S.
government and agency fixed income securities, dtimand foreign corporate fixed income securitée®], to some degree, mortgage and asset
backed securities. The passively managed fundsteeeklicate the performance of a related inddwe actively managed funds seek to exceed the
performance of a related index through securityyaigand selectior

Southern Company, Alabama Power, and Ge®ugyieer continue to elect the option to fair valueestment securities held in the nuclear
decommissioning trust funds. For the three montisded March 31, 2011, the increase in fair valutheffunds, which includes reinvested interesi
dividends, is recorded in the regulatory liabikiyd was $27.3 million for Alabama Power, $14.6iaillfor Georgia Power, and $41.9 million for
Southern Compan!

The money market funds are short-term investmof excess funds in various money market mdtunals, which are portfolios of short-term debt
securities. The money market funds are regulatettidBEC and typically receive the highest rathogf credit rating agencies. Regulatory and ra
agency requirements for money market funds inclademum credit ratings and maximum maturities fadividual securities and a maximum

weighted average portfolio maturity. Redemptioresarailable on a same day basis up to the full atnaithe investment in the money market fu

Changes in the fair value measurement ofléwel 3 items using significant unobservable ingatsSouthern Company at March 31, 2011 were as

follows:
Level 3
Other
(in millions)
Beginning balance at December 31, 2! $19
Purchase 1
Total gains (losse— realized/unrealizec
Included in earning (5)
Included in OC| 3)
Ending balance at March 31, 201. $12
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(D)

At March 31, 2011, other financial instrumentsydrich the carrying amount did not equal fair valere as follows:

Carrying Amount Fair Value
(in millions)
Long-term debt:
Southern Compan $19,41¢ $20,10(
Alabama Powe $ 6,23¢ $ 6,53¢
Georgia Powe $ 8,437 $ 8,641
Gulf Power $ 1,22/ $ 1,25¢
Mississippi Powe $ 58¢€ $ 60¢
Southern Powe $ 1,29¢ $ 1,382

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

For Southern Company, the only differencedmputing basic and diluted earnings per sharttribatable to awards outstanding under the stock
option and performance share plans. See Notel&tbrtancial statements of Southern Company in Besfithe Form 10k for further information o
the stock option and performance share plans. faete of both stock options and performance shar@rd units were determined using the treasury
stock method. Shares used to compute diluted egrmier share were as follov

Three Months Three Months
Ended Ended
March 31, 2011 March 31, 201(

(in thousands

As reported share 847,51( 822,52t
Effect of options 6,42¢ 2,261
Diluted share: 853,93¢ 824,78

Stock options that were not included in tHeted earnings per share calculation becausewlteeg anti-dilutive were 7 million and 25 millionrfthe
three months ended March 31, 2011 and March 31),2@%pectively. Assuming an average stock prick38t01 (the highest exercise price of the
anti-dilutive options outstanding), the effect @ftions would have been immaterial for the three tm@ended March 31, 2011 and would have
increased by 2 million shares for the three moatided March 31, 201
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Changes in Stockholder Equity

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

Preferred and

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

Balance at December 31, 201 843,81 (474) $16,20: $707 $16,90¢
Net income after dividends on preferred and

preference stoc — — 427 — 427

Other comprehensive income (lo — — 4 — 4

Stock issuet 5,78¢ — 222 — 222

Cash dividends on common stc — — (385) — (385)

Other — (1) — — —

Balance at March 31, 201: 849,59¢ (475) $16,46¢ $707 $17,17:

Balance at December 31, 20C 820,15 (505) $14,87¢ $707 $15,58¢
Net income after dividends on preferred and

preference stoc — — 49t — 49k

Other comprehensive income (lo — — 9 — 9

Stock issuet 4,87z — 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:

(E) FINANCING
Bank Credit Arrangements

Bank credit arrangements provide liquiditpgort to the registrants’ commercial paper borr@siand the traditional operating companies’ vaeabl
rate pollution control revenue bonds. See NotetBédinancial statements of each registrant ufBlank Credit Arrangementsh Item 8 of the Forn
1C-K for additional information

The following table outlines the credit arrangersdmt company as of March 31, 20.

Executable Expires Within One
Term-Loans Expires Year @
No

One Two Term Term

Company Total Unused Year Years 2011 2012 2013 Out Out
(in millions)

Southern Compan $ 95C $ 95C $— $— $ — $ 95C $— $ — $—
Alabama Powe 1,271 1,271 37z — 50€ 76E — 37z 134
Georgia Powe 1,71¢ 1,70¢ 22C 40 59k 1,12( — 26C 33t
Gulf Power 24C 24C 21C — 24C — — 21C 30
Mississippi Powe 18¢€ 18€ 90 41 161 25 — 131 55
Southern Powe 40C 40C — — — 40C — — —
Other 60 60 60 — 60 — — 60 —
Total $4,82: $4,81( $952 $81 $1,562 $3,26( $— $1,03: $554

(a) Reflects facilities expiring on or before March 2012.
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(F) RETIREMENT BENEFITS

Southern Company has a defined benefit,@agstpension plan covering substantially all empdsy The qualified pension plan is funded in
accordance with requirements of the Employee Ratire Income Security Act of 1974, as amended (ERISIA contributions to the qualified
pension plan are expected for the year ending DeeeB1, 2011. Southern Company also provides cedigfined benefit pension plans for a sele
group of management and highly compensated empopamefits under these non-qualified pension pdaesunded on a cash basis. In addition,
Southern Company provides certain medical cardiahsurance benefits for retired employees tigloother postretirement benefit plans. The
traditional operating companies fund related offeatretirement trusts to the extent required bir tiespective regulatory commissiol

See Note 2 to the financial statements oft8ra Company, Alabama Power, Georgia Power, Gufé?, and Mississippi Power in Iltem 8 of the
Form 1(-K for additional information

Components of the net periodic benefit costs ferttiiee months ended March 31, 2011 and 2010 vgef@laws:

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

Three Months Ended March 31, 201

Service cos $ 46 $11 $14 $2 $2
Interest cos 98 24 36 4 4
Expected return on plan ass (152 (43 (59 ()] (6)
Net amortizatior 13 3 5 1 1
Net cost (income $ 5 $ (5 $ 4 $— $1
Three Months Ended March 31, 201(

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 $ (1) $1 $2

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

Three Months Ended March 31, 201:

Service cos $5 $1 $2 $— $—
Interest cos 23 6 10 1 1
Expected return on plan ass (16) (6) 8) — —
Net amortizatior 5 2 3 — —
Net cost (income $ 17 $3 $7 $1 $1
Three Months Ended March 31, 201(

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
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(G) EFFECTIVE TAX RATE AND UNRECOGNIZED TAX BENEFIT
Effective Tax Rate

Southern Company'’s effective tax rate wa$®for the three months ended March 31, 2011, agpaced to 31.6% for the corresponding period in
2010. Southern Company’s effective tax rate is lotlhan the statutory rate primarily due to its eoyple stock dividend deduction and AFUDC
equity, which is not taxable. See Note 5 to thariitial statements of each registrant in Item &efflorm 10-K for information on the effective
income tax rate. Southern Company’s effective tag mcreased primarily due to no production atigigsideduction and no Georgia state income tax
credits for activity through Georgia ports availabd Southern Company for the three months endedhvgi, 2011, as compared to the production
activities deduction and additional Georgia stat®mme tax credits recognized as of March 31, 28dditionally, Georgia Power’s effective tax rate
increased for the three months ended March 31, a8Xbmpared to March 31, 2010 from 27.8% to 346#barily due to the impact of Georgia
state income tax credits discussed above and aasein AFUDC equity, which is not taxable, in fingt quarter 2011

Unrecognized Tax Benefits

Changes during 2011 for unrecognized tax benefit®was follows

Southern Alabama Georgia Gulf Mississippi Southern
Company Power Power Power Power Power
(in millions)
Unrecognized tax benefits as of
December 31, 201 $29€ $43 $237 $4 $4 $2
Tax positions from current perios 8 2 5 — 1 —
Tax positions from prior perioc — — — — — —
Reductions due to expire — — — — — —
statute of limitation:
Balance as of March 31, 20 $304 $45 $242 $4 $5 $2

The tax positions from current periods relate pritpdo the tax accounting method change for repaird other miscellaneous uncertain tax posit

The impact on the effective tax rate, if recognjzeds follows

As of
December 31
As of March 31, 2011 2010
Georgia Other Southern Southern
Power Registrants Company Company
(in millions)
Tax positions impacting the effective tax r $20E $11 $221 $217
Tax positions not impacting the effective tax 1 37 45 83 79
Balance of unrecognized tax bene $242 $56 $304 $29€

The tax positions impacting the effective tate primarily relate to Georgia state tax crétigation at Georgia Power and the production\aitéis
deduction tax position. However, if Georgia Povgesuccessful in its claim against the Georgia D&®8gnificant portion of the tax benefit is
expected to be deferred and returned to retaiboussts and therefore no material impact to net irc@m®expected. The tax positions not impacting
effective tax rate relate to the timing differerassociated with the tax accounting method changeefairs. These amounts are presented on a gross
basis without considering the related federal atesincome tax impact. See Note (B) under “Incorae Matters — Georgia State Income Tax Credits”
herein for additional informatior
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Accrued interest for unrecognized tax benefits asfollows:

Georgia Other Southern
Power Registrants  Company
(in millions)
Interest accrued as of December 31, 2 $27 $2 $29
Interest reclassified due to settleme — — —
Interest accrued during the peri 2 1 3
Balance as of March 31, 20 $29 $3 $32

All of the registrants classify interest @x tincertainties as interest expense. The net anebumterest accrued during 2011 was primarilyoagsted
with the Georgia state tax credit litigatic

None of the registrants accrued any penalties gertain tax positions

It is reasonably possible that the amount of theemgnized tax benefits associated with a majofitgouthern Compar's and Georgia Pow's
unrecognized tax positions will significantly inese or decrease within the next 12 months. Théutémo of the Georgia state tax credit litigation
would substantially reduce the balances. The carauor settlement of state audits could also imrecbalances significantly. At this time, an
estimate of the range of reasonably possible owtsarannot be determine

Tax Method of Accounting for Repairs

Southern Company submitted a change in the taxuationy method for repair costs associated witlsutssidiarie’ generation, transmission, a
distribution systems with the filing of the 200@ézal income tax return in September 2010. Thetagvmethod resulted in net positive cash flow in
2010 of approximately $141 million for Alabama Poy&133 million for Georgia Power, $8 million foru® Power, $5 million for Mississippi Pow
$6 million for Southern Power, and $297 million Bouthern Company on a consolidated basis. AlthdéR§happroval of this change is considered
automatic, the amount claimed is subject to re\desause the IRS will be issuing final guidancetos natter. Currently, the IRS is working with
utility industry in an effort to resolve this matia a consistent manner for all utilities. Dueuttcertainty concerning the ultimate resolutionio$ t
matter, an unrecognized tax benefit has been reddad the change in the tax accounting methodepair costs. The ultimate outcome of this me
cannot be determined at this tin

(H) DERIVATIVES

Southern Company, the traditional operatiogniganies, and Southern Power are exposed to mésket primarily commodity price risk, interesteat
risk, and occasionally foreign currency risk. Tonage the volatility attributable to these exposueash company nets its exposures, where possible
to take advantage of natural offsets and entessviatious derivative transactions for the remairémgosures pursuant to each company’s policies in
areas such as counterparty exposure and risk maeag@ractices. Each company’s policy is that ddives are to be used primarily for hedging
purposes and mandates strict adherence to alcapfdi risk management policies. Derivative posgiare monitored using techniques including, but
not limited to, market valuation, value at riskess testing, and sensitivity analysis. Derivatngtruments are recognized at fair value in thares
sheets as either assets or liabilit

Energy-Related Derivatives

The traditional operating companies and SatiPower enter into energy-related derivativdseidge exposures to electricity, gas, and other fuel
price changes. However, due to cost-based ratéategns and other various cost recovery mechaniimstraditional operating companies have
limited exposure to market volatility in commodftyel prices and prices of electricity. Each of ttalitional operating companies manages fuel-
hedging programs, implemented per the guidelingbeif respective state PSCs, through the usaahéial derivative contracts which is expected to
continue to mitigate price volatility. Southern Ravihas limited exposure to market volatility in coodity fuel prices and prices of electricity
because its lor-term sales contracts sh
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substantially all fuel cost responsibilityttee purchaser. However, Southern Power has bakman continue to be exposed to market volatitity i
energ)-related commodity prices as a result of sales obntracted generating capaci

To mitigate residual risks relative to movernsen electricity prices, the electric utilitiesagnenter into physical fixed-price or heat ratetcacts for
the purchase and sale of electricity through thelegale electricity market. To mitigate residuaksi relative to movements in gas prices, the étectr
utilities may enter into fixe-price contracts for natural gas purchases; howevgignificant portion of contracts are priced afrket.

Energy-related derivative contracts are accounted fonim af three method

. Regulatory Hedge— Energy-related derivative contracts which arégiesed as regulatory hedges relate primarily éotthditional operating
companies’ fuel hedging programs, where gains asskls are initially recorded as regulatory liaksitand assets, respectively, and then are
included in fuel expense as the underlying fueisisd in operations and ultimately recovered thrahghrespective fuel cost recovery clau:

. Cash Flow Hedges Gains and losses on energy-related derivativeigigted as cash flow hedges, which are mainly teshddge
anticipated purchases and sales, and are initlafigrred in OCI before being recognized in theestants of income in the same period as the
hedged transactions are reflected in earni

. Not Desighate— Gains and losses on energy-related derivativeads that are not designated or fail to qualfihadges are recognized in
the statements of income as incurn

Some energy-related derivative contractsireqhysical delivery as opposed to financial settnt, and this type of derivative is both commiod a
prevalent within the electric industry. When anrggerelated derivative contract is settled physjcalny cumulative unrealized gain or loss is
reversed and the contract price is recognizedandbpective line item representing the actuakpriche underlying goods being deliver

At March 31, 2011, the net volume of energlated derivative contracts for power and natuaal jgositions for the registrants, together with the
longest hedge date over which the respective esthgdging its exposure to the variability in fiticash flows for forecasted transactions and the
longest date for derivatives not designated asémdgere as follow:

Power Gas
Longest Longest Net Longest Longest
Net Sold Hedge Non-Hedge Purchased Hedge Non-Hedge
MWHs Date Date mmBtu Date Date
(in millions) (in millions)
Southern Compan 0.8 2011 2011 154 201¢ 201t
Alabama Powe — 2011 2011 31 201t —
Georgia Powe — 2011 2011 65 201¢ —
Gulf Power — 2011 2011 20 201¢ —
Mississippi Powe — 2011 2011 24 201t —
Southern Powe 0.8 2011 2011 14 2012 201t

In addition to the volumes discussed in theve table, the traditional operating companies@mathern Power enter into physical natural gaplgup
contracts that provide the option to sell back sgagas due to operational constraints. The maxiexpacted volume of natural gas subject to such a
feature is 4 million mmbtu for Southern Companynilion mmbtu for Georgia Power, and was immatefaalthe other registrant

For cash flow hedges, the amounts expected teclassified from OCI to revenue and fuel egpdior the next 12-month period ending March 31,
2012 are immaterial for all registran

Interest Rate Derivative

Southern Company and certain subsidiariesexiger into interest rate derivatives to hedgeedpe to changes in interest rates. The derivatives
employed as hedging instruments are structuredniomize ineffectiveness. Derivatives related toséirig variable rate securities or forecasted
transactions are accounted for as cash flow hedbeee the
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effective portion of the derivatives’ fairlua gains or losses is recorded in OCI and is ssdfiad into earnings at the same time the hedged
transactions affect earnings with any ineffectimneecorded directly to earnings. Derivatives eeldd existing fixed rate securities are accoufded
as fair value hedges, where the derivatives’ failu® gains or losses and hedged itefais’'value gains or losses are both recorded dyréztearnings
providing an offset with any difference represegfimeffectiveness

At March 31, 2011, the following interest rate gatives were outstandin

Fair Value
Hedge Gain (Loss)
Notional Interest Rate Interest Rate Maturity March 31,
Amount Received Paid Date 2011
(in millions) (in millions)

Cash flow hedges of existing de
Southern Compan $30C 3-month LIBOR - 1.24%* October 201 $(1)
0.40% sprea

Fair value hedges of existing de

Southern Company 35C 4.15% 3-month LIBOR + May 201+« 9
1.96%* sprear

Total $65C $8

* Weighted Averag:

The following table reflects the estimated-pax gains (losses) that will be reclassified frofl to interest expense for the next 12-monthaakri
ending March 31, 2012, together with the longes tlzat total deferred gains and losses are exghéztiee amortized into earning

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

12 Months Ending Gains (Losses
Registrant March 31, 2012 Amortized Through
(in millions)
Southern Compan $(16) 2037
Alabama Powe 1 203t
Georgia Powe 3) 2037
Gulf Power 1) 202(
Southern Powe (12 201¢

Foreign Currency Derivative!

Southern Company and certain subsidiariesenggr into foreign currency derivatives to hedggosure to changes in foreign currency exchange
rates arising from purchases of equipment denomihiata currency other than U.S. dollars. Derivegtivelated to a firm commitment in a foreign
currency transaction are accounted for as a faireviaedge where the derivatives’ fair value gainksses and the hedged items’ fair value gains or
losses are both recorded directly to earnings.vagvies related to a forecasted transaction arewsted for as a cash flow hedge where the effective
portion of the derivatives’ fair value gains ordes is recorded in OCI and is reclassified intoiegs at the same time the hedged transactionst affe
earnings. Any ineffectiveness is recorded diretdlgarnings. The derivatives employed as hedgisigiments are structured to minimize
ineffectiveness
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At March 31, 2011, the following foreign currencgrivatives were outstanding:

Fair Value
Gain (Loss)
Notional Hedge March 31,
Amount Forward Rate Maturity Date 2011
(in millions) (in millions)
Cash flow hedges of forecasted transactic
Southern Company YEN1O0  85.23 Yen per May 2011 $—
Dollar*
Fair value hedges of firm commitmen
Mississippi Power EUR38.9 1.253 Dollars Various through July 20: 6
per Euro*
Total $6

*Weighted Average
Derivative Financial Statement Presentation and Amonts

At March 31, 2011, the fair value of ene-related derivatives, interest rate derivatives, faneign currency derivatives was reflected in lagance
sheets as follow:

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 hedgin
instruments for regulatory purposes
Energy-related derivatives
Other current asse $4 $1 $— $2 $1
Other deferred charges and as 6 1 2
Total derivatives designated as hedgir
instruments for regulatory purposes $10 $2 $2 $3 $3 N/A

Derivatives designated as hedgin
instruments in cash flow and fair value
hedges
Interest rate derivative
Other current asse $6
Other deferred charges and as 3
Foreign currency derivative
Other current asse
Other deferred charges and as
Total derivatives designated as hedgir
instruments in cash flow and fair value
hedges $15 $— $— $— $6 $ —

N
ni
N
N

i

= o
= o
|

Derivatives not designated as hedgin
instruments
Energy-related derivatives
Other current asset $3 $— $— $— $— $ —
Assets from risk management
activities — — — — —
Other deferred charges and as 1 — — — —
Total derivatives not designated a
hedging instruments $4 $— $— $— $— $ 4

= W

Total asset derivatives $29 $2 $2 $ 3 $9 $ 4

*Southern Company includ¢ Assets from risk management activi” in “Other current ass¢’ where applicable
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Liability Derivatives at March 31, 2011
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 $12€ $24 $70 $7 $25

Other deferred credits and liabilit 40 5 16 4 15
Total derivatives designated a:
hedging instruments for regulatory
purposes $16€ $29 $86 $11 $40 N/A

Derivatives designated as hedgin
instruments in cash flow and fair value
hedges
Interest rate derivative
Liabilities from risk management
activities $ 1 $— $— $— $— $ —

Derivatives not designated as hedgin
instruments
Energy-related derivatives
Liabilities from risk management
activities $ 6 $— $— $— $— $ 6

Total liability derivatives $173 $29 $86 $11 $40 $ 6

All derivative instruments are measured at faiuealSee Note (C) herein for additional informati

At March 31, 2011, the pre-tax effect of wized derivative gains (losses) arising from epaajated derivative instruments designated as rémwi
hedging instruments and deferred on the balancet sfees as follows

Regulatory Hedge Unrealized Gain (Loss) Recognizexh the Balance Shee

Derivative Category and Balance Shee Southern Alabama Georgia Gulf Mississippi
Location Company Power Power Power Power
(in millions)

Energy-related derivatives
Other regulatory assets, curr $(12€) $(24) $(70) $(7) $(25)
Other regulatory assets, defer (40) 5) (16) 4) (15
Other regulatory liabilities, curre 4 — — 2 1
Other current liabilities’ — 1 — — —
Other regulatory liabilities, deferre 6 1 — 1 2
Other deferred credits and liabilities — — 2 — —

Total energy-related derivative gains (losses $(15€) $(27) $(84) $(8) $(37)

*Alabama Power include” Other regulatory liabilities, curre” in “Other current liabilitie”
**Georgia Power include“Other regulatory liabilities, deferr” in “Other deferred credits and liabiliti”

For the three months ended March 31, 2011Merdh 31, 2010, the pre-tax gains from interet deerivatives designated as fair value hedging
instruments on Southern Comp’s statements of income were immatel

For the three months ended March 31, 20Elpth-tax gains from foreign currency derivativesignated as fair value hedging instruments on
Southern Company’s and Mississippi Power's statesngfincome were $3 million. This amount was dffséh changes in the fair value of the
purchase commitment related to equipment purchésefore, there is no impact on Southern CompsaayMississippi Power’s statements of
income.
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For the three months ended March 31, 201IMardh 31, 2010, the pre-tax effect of derivatidesignated as cash flow hedging instruments on the
statements of income were as folloy

Gain (Loss)
Recognized in OCI Gain (Loss) Reclassified from Accumulated OC
Derivatives in Cash Flow on Derivative into Income (Effective Portion)
Hedging Relationships (Effective Portion) Statements of Income Locatior Amount
2011 2010 2011 2010
(in millions) (in millions)

Southern Company

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

Interest rate derivative 4 (3) Interest expense, net of amounts capita (5) (9)

Total $5 $2 $(5 $(9)
Alabama Power

Interest rate derivative $4 $— Interest expense, net of amounts capita $— $(2
Georgia Power

Interest rate derivative $— $— Interest expense, net of amounts capita $(1) $(5
Gulf Power

Interest rate derivative $— $(2) Interest expense, net of amounts capita $— $—
Southern Power

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

Interest rate derivative — — Interest expense, net of amounts capita (3) 3)

Total $1 $4 $@) $G)

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

For the three months ended March 31, 201IMardh 31, 2010, the pre-tax effect of energy-esladerivatives not designated as hedging instrusnent
on the statements of income were immaterial fortismm Company and Southern Pow

Contingent Features

The registrants do not have any credit aem@nts that would require material changes in paysehedules or terminations as a result of a tredi
rating downgrade. There are certain derivativesabald require collateral, but not acceleratednpent, in the event of various credit rating changes
of certain Southern Company subsidiaries. At M&th2011, the fair value of derivative liabilitieéth contingent features, by registrant, was as

follows:
Southern Alabama Georgia Gulf Mississippi Southern
Company Power Power Power Power Power
(in millions)
Derivative liabilities $32 $5 $20 $— $4 $3

At March 31, 2011, the registrants had néatetal posted with their derivative counterpartieswever, because of the joint and several lighbili
features underlying these derivatives, the maxirpotential collateral requirements arising from ¢hedit-risk-related contingent features, at a matin
below BBE- and/or Baa3, is $32 million for each registr:

Currently, each of the registrants has invesit grade credit ratings from the major ratingnaggs with respect to debt, preferred securitiesfepred
stock, and/or preference stock. Generally, cokdteray be provided by a Southern Company guaréetter of credit, or cash. For the traditional
operating companies and Southern Power, includéteise amounts are certain agreements that cayuditeecollateral in the event that one or more
Power Pool participants has a credit rating chaadelow investment grad
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() SEGMENT AND RELATED INFORMATION

Southern Company’s reportable business setgnaea the sale of electricity in the Southeashleyfour traditional operating companies and Sauthe
Power. Revenues from sales by Southern Power timattigional operating companies were $83 milliowd $102 million for the three months ended
March 31, 2011 and March 31, 2010, respectively Wil Other” column includes parent Southern Commpavhich does not allocate operating
expenses to business segments. Also, this cateudugles segments below the quantitative threstusldeparate disclosure. These segments include
investments in telecommunications, and leveragaskel@rojects. All other intersegment revenues arenaterial. Financial data for business

segments and products and services was as fol

Electric Utilities

Traditional
Operating Southern All
Companies Power Eliminations Total Other Eliminations Consolidated
(in millions)
Three Months Ended
March 31, 2011
Operating revenue $ 3,81( $ 282 $ (99) $399% 38 $ (20 $ 4,01z
Segment net income 38t 38 — 427 1 2 422
Total assets at March 31, 20 $51,13¢ $3,461 $ (74 $54,52¢F $1,05¢ $(56E) $55,01¢
Three Months Ended
March 31, 2010
Operating revenue $ 4,00t $ 25€ $(125) $413¢$ 41 $ (20 $ 4,157
Segment net income (loss 481 15 — 49¢€ — Q) 49E
Total assets at December 31, 2! $51,14¢ $3,43¢ $(12¢) $54,45¢ $1,17¢ $(600) $55,03:
*After dividends on preferred and preference stot&ubsidiarie:
Products and Service:
Electric Utilities’ Revenues
Period Retail Wholesale Other Total
(in millions)
Three Months Ended March 31, 2C $3,39¢ $44¢ $14¢ $3,99¢
Three Months Ended March 31, 2C $3,45¢ $54:2 $13¢ $4,13¢
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

See the Notes to the Condensed Financial Staterergis for information regarding certain legal aubinistrative proceedings in which the
registrants are involved.

Item 1A. Risk Factors.

See RISK FACTORS in Iltem 1A of the Form 10-K fadiacussion of the risk factors of the registraiitsere have been no material changes to these
risk factors from those previously disclosed in Boem 10-K.
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Item 6. Exhibits.

(3) Articles of Incorporation and By-Laws
Alabama Power

(b)1 - By-laws of Alabama Power as amended effecfipril 22, 2011 and presently in effect. (Desigukin Form 8K dated April 22, 2011, Fil
No. 1-3164 as Exhibit 3.1

(4) Instruments Describing Rights of Security Holdes, Including Indentures Alabama Power

(b)1 - Forty-Fifth Supplemental Indenture to Semimte Indenture dated as of March 10, 2011, pragidor the issuance of the Series 2011A
5.50% Senior Notes due March 15, 2041. (Designatédrm ¢(-K dated March 3, 2011, File No-3164, as Exhibit 4.2

Georgia Power

(o)1 - Forty-Fifth Supplemental Indenture to Semimte Indenture dated as of April 19, 2011, pravidior the issuance of the Series 2011B
3.00% Senior Notes due April 15, 2016. (Designatdeorm ¢-K dated April 12, 2011, File No-6468, as Exhibit 4.2

(10) Material Contracts

Southern Company

(a1 - Termination of Amended and Restated Change in @GbAgireement effective February 22, 2011 betweant!®sn Company, SCS and
Edison Holland, Ji

(a)2 - Amended Deferred Compensation Agreemergctifie December 31, 2008 between Southern Com{&®$, Georgia Power, Gulf Power
and G. Edison Holland, <

()3 - Form of Stock Option Award Agreement for Extve Officers of Southern Company, under the Bewt Company Omnibus Incentive
Compensation Plai

()4 - Base Salaries of Named Executive Offic

(a)5 - Summary of No-Employee Director Compensation Arrangeme

Georgia Power

(o)1 - Retention Agreement between Georgia Power and MichaBrown, effective January 1, 201
(24) Power of Attorney and Resolutions

Southern Company

(@)1 - Power of Attorney and resolution. (Desigdatethe Form 10-K for the year ended Decembe2B810, File No. 1-3526 as Exhibit 24(a)
and incorporated herein by referenc

Alabama Power

(b)1 - Power of Attorney and resolution. (Designated & florm 1+K for the year ended December 31, 2010, File -3164 as Exhibit 24(k
and incorporated herein by referenc
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Georgia Power

(o)1 - Power of Attorney and resolution. (Desigdatethe Form 10-K for the year ended Decembe810, File No. 1-6468 as Exhibit 24(c)
and incorporated herein by referenc

Gulf Power

(d)1 - Power of Attorney and resolution. (Designated m florm 1K for the year ended December 31, 2010, File N&-31737 as Exhibit Z
(d)1 and incorporated herein by referen

(d)2 - Power of Attorney Mark A. Crosswhite. (Daséded in the Form 10-K for the year ended DecerBheR010, File No. 001-31737 as

Exhibit 24(d)2 and incorporated herein by referen
Mississippi Power

(e)1 - Power of Attorney and resolution. (Desigdatethe Form 10-K for the year ended Decembe2B810, File No. 001-11229 as Exhibit 24
(e) and incorporated herein by referen

Southern Power

H1 - Power of Attorney and resolution. (Designated m florm 1K for the year ended December 31, 2010, File N8-98553 as Exhibit Z
(f) and incorporated herein by referenc

(31) Section 302 Certifications

Southern Company

(a1 - Certificate of Southern Compe’s Chief Executive Officer required by Section 3@2he SarbaneOxley Act of 2002
(a)2 - Certificate of Southern Compe’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 362he SarbaneOxley Act of 2002
(b)2 - Certificate of Alabama Pow's Chief Financial Officer required by Section 302he SarbaneOxley Act of 2002
Georgia Power

(o)1 - Certificate of Georgia Pow's Chief Executive Officer required by Section 3@2he SarbaneOxley Act of 2002

(c)2 - Certificate of Georgia Pow's Chief Financial Officer required by Section 302he SarbaneOxley Act of 2002
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Gulf Power
(d)1 - Certificate of Gulf Powe's Chief Executive Officer required by Section 302he SarbaneOxley Act of 2002
(d)2 - Certificate of Gulf Powe's Chief Financial Officer required by Section 362h® SarbaneOxley Act of 2002

Mississippi Power

(e)1 - Certificate of Mississippi Pow’s Chief Executive Officer required by Section 362he SarbaneOxley Act of 2002
(e)2 - Certificate of Mississippi Pow’s Chief Financial Officer required by Section 302he SarbaneOxley Act of 2002
Southern Power

H1 - Certificate of Southern Pow’'s Chief Executive Officer required by Section 302he@ SarbaneOxley Act of 2002
H2 - Certificate of Southern Pow's Chief Financial Officer required by Section 302he Sarbane«Oxley Act of 2002
(32) Section 906 Certifications

Southern Company

@) - Certificate of Southern Company’s Chief Exa@iOfficer and Chief Financial Officer requiregl Bection 906 of the Sarbanes-Oxley Act
of 2002.

Alabama Power

(b) - Certificate of Alabama Power’s Chief Execet®fficer and Chief Financial Officer required bycBon 906 of the Sarbanes-Oxley Act of
2002.

Georgia Power

(c) - Certificate of Georgia Power’s Chief Execet®fficer and Chief Financial Officer required bgcBon 906 of the Sarbanes-Oxley Act of
2002.

Gulf Power

(d) - Certificate of Gulf Power’s Chief Executivdfioer and Chief Financial Officer required by Sent906 of the Sarbanes-Oxley Act of
2002.

Mississippi Power

(e) - Certificate of Mississippi Pow’s Chief Executive Officer and Chief Financial Officequired by Section 906 of the Sarbi-Oxley Act
of 2002.
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Southern Power

® - Certificate of Southern Power’s Chief ExewatiOfficer and Chief Financial Officer required $gction 906 of the Sarbanes-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 Docum
DEF XBRL Definition Linkbase Documer

LAB XBRL Taxonomy Label Linkbase Docume

PRE XBRL Taxonomy Presentation Linkbase Docurr
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THE SOUTHERN COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisdréiport to be signed on its behalf by the undevesil
thereunto duly authorized. The signature of thesusidned company shall be deemed to relate omtyatibers having reference to such company and any
subsidiaries thereof.

THE SOUTHERN COMPANY

By Thomas A. Fannin
Chairman, President, and Chief Executive Offi
(Principal Executive Officer

By Art P. Beattie
Executive Vice President and Chief Financial Offi
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 6, 201
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ALABAMA POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisdréiport to be signed on its behalf by the undevesil
thereunto duly authorized. The signature of thesusidned company shall be deemed to relate omtyatibers having reference to such company and any
subsidiaries thereof.

ALABAMA POWER COMPANY

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

By Philip C. Raymon
Executive Vice President, Chief Financial Officand Treasure
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 6, 201
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GEORGIA POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisd¢iport to be signed on its behalf by the undevesil
thereunto duly authorized. The signature of thesusidned company shall be deemed to relate omtyatibers having reference to such company and any
subsidiaries thereof.

GEORGIA POWER COMPANY

By W. Paul Bower:
President and Chief Executive Offic
(Principal Executive Officer

By Ronnie R. Labrat
Executive Vice President, Chief Financial Officamnd Treasure
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 6, 201
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GULF POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisdréiport to be signed on its behalf by the undevesil
thereunto duly authorized. The signature of thesusidned company shall be deemed to relate omntyatibers having reference to such company and any
subsidiaries thereof.

GULF POWER COMPANY

By Mark A. Crosswhitt
President and Chief Executive Offic
(Principal Executive Officer

By Richard S. Tee
Vice President and Chief Financial Offic
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 6, 201
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MISSISSIPPI POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisdréiport to be signed on its behalf by the undevesil
thereunto duly authorized. The signature of thesusidned company shall be deemed to relate omtyatibers having reference to such company and any
subsidiaries thereof.

MISSISSIPPI POWER COMPAN’

By Edward Day, V
President and Chief Executive Offic
(Principal Executive Officer

By Moses H. Feagil
Vice President, Chief Financial Officer, and Tregest
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 6, 201
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SOUTHERN POWER COMPANY
SIGNATURES

Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisdéiport to be signed on its behalf by the undevesil
thereunto duly authorized. The signature of theeusidned company shall be deemed to relate omyatiters having reference to such company and any
subsidiaries thereof.

SOUTHERN POWER COMPAN?

By Oscar C. Harper, I\
President and Chief Executive Offic
(Principal Executive Officer

By  Michael W. Souther
Senior Vice President, Chief Financial Officer, alheasurer
(Principal Financial Officer)

By /s/ Melissa K. Cae
(Melissa K. Caen, Attorn-in-fact)

Date: May 6, 201
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Exhibit 10(a)1
TERMINATION
OF
AMENDED AND RESTATED
CHANGE IN CONTROL AGREEMENT

WHEREAS, The Southern Company, Southern Company Servicesahd G. Edison Holland, Jr. (hereinafter collesyi referred to ¢
the “Parties”) made and entered into an AmendedRestated Change in Control Agreement (“Agreemegift§ctive on December 31, 2008

provide certain benefits to Mr. Holland in the evefitermination following a change in control asmtemplated therein; and

WHEREAS, the Agreement may be amended or terminated by #ngeP in accordance with the requirements of 8ech.5 of th
Agreement; and

WHEREAS, the Parties desire to terminate the Agreement ffeas of February 22, 2011 (the “Termination Efifiee Date”).
NOW, THEREFORE , the Agreement is hereby terminated as of the retion Effective Date.

IN WITNESS WHEREOF, this Termination of the Agreement has been exeaconetthis 22nd day of February, 2011, by the Parties

THE SOUTHERN COMPANY

By: /s/Patricia L. Roberts

Its: Assistant Secretary

SOUTHERN COMPANY SERVICES, INC

By: /s/Patricia L. Roberts

Its: Vice President

G. EDISON HOLLAND, JR

/s/G. Edison Holland, Jr.




Exhibit 10(a)2

AMENDED DEFERRED COMPENSATION AGREEMENT

THIS AMENDED DEFERRED COMPENSATION AGREEMENT ("Ageenent”) is made and entered into by THE SOUTH]
COMPANY ("Southern”), SOUTHERN COMPANY SERVICES, @\ (the "Company"), GEORGIA POWER COMPANY ('Georjigas
successor in interest to Savannah Electric and PGampany), and GULF POWER COMPANY ("Gulf") (cditevely the "Southern Parties") e
G. EDISON HOLLAND, JR. ("Employee"), this 31st dafyDecember, 2008 ("Effective Date").

WITNESSETH

WHEREAS, Employee is a highly compensated emplajeke Company and is a member of its management;

WHEREAS, although Employee's career with the Soutl@ompany system began on April 25, 1992, higalde services to Southe
and its affiliated subsidiaries began at an ead#&e while he was employed with the law firm Beggd Lane;

WHEREAS, the Southern Parties desire to set ftwthmianner in which Employee will be recognizedhfisrprior valuable service; and

WHEREAS, the parties desire to restate all eadgreements as they pertain to the provision ofroelecompensation, including tl
certain Supplemental Pension Agreement enteredRatuary 22, 2002, and to provide for the assigrimé this Agreement to any succes
employer in the Southern affiliated group in themMvEmployee hereafter transfers his employmeanyosuch successor employer.

NOW, THEREFORE, in consideration of the premiseg] the agreements of the parties set forth heesid, other good and valua
consideration, the receipt and sufficiency of which hereby acknowledged, the parties hereto,dirigrto be legally bound, hereby covenant
agree as follows:

1. Eligibility for Supplemental Retirement Bensfi

(@)  Subject to the terms of this Agreement, tbetlBern Parties shall pay to Employee (or if Paytgentinues, to Employee's
designated beneficiary, as the case may be, iavibet of Employee's death as described in Sec{rh&reof) the supplemental retirement
payment (the "Payment") described in Section 1émgdf (to be shared among the Southern Partiagchn o rata or other portions as set forth in

Sections 1(e) and (f), 2 or 3 hereof).




(b) In the event Employee satisfies the requiresnef this Agreement, the Payment shall be an atmegual to the difference
between:

(i) the amounts payable to Employee under thdtgon Company Pension Plan ("Pension Plan™),
the Southern Company Supplemental Benefit PlanR"$Bnd the Southern Company Supplemental ExecRiateement Plan
("SERP") (collectively, the "Retirement Plans")eah shall then be in effect, determined as if Byg® had an additional twelve
years, four months (12.25 years) of Accredited Berunder the Pension Plan; and

(i)  the amounts Employee is actually entitledd@oeive under the Retirement Plans at Employee's
retirement, as each shall then be in effect, abduidetermined and payable in accordance withi@et{d) hereof.

(c) Payment in the Event of Deathin the event Employee dies and Payment contitaiEsnployee's designated beneficiary

(the "Death Benefit"), such Payment shall be madeccordance with Section 1(d) hereof.

(d)  Calculation, Form and Timing of Paymenthe calculation (including actuarial assumptjpferm and timing of the
Payment or Death Benefit upon the occurrence gepdration from service" as defined in Section 469the Code and the regulations
promulgated thereunder ("Separation from Servishé)l be the same as the calculation (includingaa@l assumptions), form and timing of
similar payments to Employee or designated berzeficis the case may be, under the terms of the 3B&Ehe SBP (but, as to the SBP, only
concerning the "Pension Benefit" provided thereunde each may be amended from time to time.

(e) Upon Employee’s retirement from the Compangar the terms of the Pension Plan, Gulf agrepaydEmployee a cash
lump sum amount within thirty (30) days of his Segi@n from Service (subject to the requirement thifne Employee is a “specified employess’
defined by Code Section 409A and as determinethé&y¥"bmpany, such lump sum payment shall be paifirghelay of the seventh ) full month
following the Employees Separation from Service) equal to the value efilimber of shares of Common Stock in Southerntwiimuld have bee
allocated to Employee’s account under The SoutBempany Employee Stock Ownership Plan (“ESOP”) Eaxpbloyee been a participant in the
ESOP during the 1992 plan year (“Share$=pr purposes of determining the lump sum valudef3hares, the Shares shall be deemed to have

invested as Phantom Common Stock under the SBP




since the date on which such Shares would have ddszated to Employee’s account under the ESOP.

()  Upon Employee’s retirement from the Companger the terms of the Pension Plan, Gulf agrepaydEmployee a cash
lump sum amount within thirty (30) days of his Segi@n from Service (subject to the requirement thidne Employee is a “specified employess’
defined by Code Section 409A and as determinetié&y¥bmpany, such lump sum payment shall be paifirthelay of the seventh (F) full month
following the Employee’s Separation from Servicglial to six percent (6%) of Employee’s annual consagion multiplied by the annual
percentage of Gulf's matching contribution allockte employees’ account under The Southern Compamgloyee Savings Plan (“Savings Plan”)
that would have been allocated to Employee’s adconder the Savings Plan if Employee had partieigpat the Savings Plan from the period
beginning April 25, 1992 and ending on April 30989 For purposes of this Section 1(f), Employeadidie deemed to have invested the aforesaid
funds in Phantom Common Stock under the SBP siqe# 25, 1992.

2.  Sharing of Expenseln the event that the Employee is employed aentftan one subsidiary or affiliate of SoutherfiSauthern

Entity”), the liability for amounts paid under Siects 1(a) — (d) of this Agreement shall be apporibso that each such company is obligated in
accordance with this Section 2 to cover their patiange of the total liability as determined belolach company's share of the liability shall be
calculated by multiplying the Payment by a fractidmere the numerator of such fraction is the baseaf pay received by the Employee at the
respective company on his date of termination gbleyment or transfer, as applicable, multipliedthy Accredited Service as defined in the
Pension Plan earned by the Employee at the regpaximpany and where the denominator of such fnadsi the sum of all numerators calculated
for each respective company by which the Employesetieen employed.

3.  _Transfer of Employment to a Southern SubsydiarAffiliate . In the event that Employee's employment by thegamy is

terminated and Employee shall become immediategmployed by a Southern Entity, the Company stssligem this Agreement pursuant to an
Assignment Agreement substantially in the form ghiBit 1 attached hereto, and such assignee sbatirbe the "Company" for all purposes
hereunder. Such Southern Entity shall accept aasiynment, but if for any reason this does notilgc@outhern shall accept such assignment. In

the event of such assignment, liability for any amts to be paid under this Agreement shall be




shared pro rata by the Southern Parties and atyassignee (collectively "Contract Obligors") basedn the allocation methodology set forth in
Section 2.

4, Business Protection Provisions

@) Preamble As a material inducement to the Southern Pattienter into this Agreement, and the recognitibthe
valuable experience, knowledge and proprietaryrmé&dion Employee gained from his employment with @mpany, Employee warrants and
agrees he will abide by and adhere to the folloviinginess protection provisions in this Section 4.

(b) Definitions. For purposes of this Section 4, the followingrte shall have the following meanings:

(i) " Competitive Positiori shall mean any employment, consulting, advisdingctorship, agency,

promotional or independent contractor arrangemetwdéen Employee and any Entity (as defined belaghged wholly or in
material part in the business that the Companngaged in whereby Employee is required to or deefpnm services on behalf
of or for the benefit of such Entity which are stalndially similar to the services Employee partatgd in or directed while
employed by the Company or any other SouthernEntit

(i) " Confidential Informatiori' shall mean the proprietary or confidential daté&rmation,

documents or materials (whether oral, written, tetetic or otherwise) belonging to or pertaininghe Company or any of the
other Southern Entities, other than "Trade SecKatstlefined below), which is of tangible or intdog value to any of the
Southern Entities and the details of which aregeoterally known to the competitors of the SoutHemtities. Confidential
Information shall also include: (A) any items thaty of the Southern Entities have marked "CONFIDENL" or some similar
designation or are otherwise identified as beimfidential; (B) all non-public information known oy in the possession of
Employee related to or regarding any proceedingsiving or related to the Southern Entities befang federal or state
regulatory agencies; and (C) all communicationseaech, analysis, reports, opinions, recommendatod presentations
prepared, reviewed, edited or possessed by Emphtyay time during his employment, whether mai®edfidential or not,

which relate to electric utilities, electric gertioa or




transmission in the United States, or the buildamgjuisition or ownership of electric utility assét the United States.

(i) " Entity " or " Entities" shall mean any person, business, individual neaship, joint venture,

agency, governmental agency, body or subdivisissp@ation, firm, corporation, limited liability ogpany or other entity of any
kind.

(iv) " Territory" shall mean the service territory of the Southentities and those states contiguous
to such service territory or otherwise connectedubh regional electric markets..

(v) " Trade Secretsshall mean information or data of or about anyhaf Southern Entities,
including, but not limited to, technical or non{edcal data, formulas, patterns, compilations, paots, devices, methods,
techniques, drawings, processes, financial datanéial plans, product plans or lists of actugbatential customers or suppliers
that: (A) derives economic value, actual or paggntrom not being generally known to, and notrigeieadily ascertainable by
proper means by, other persons who can obtain edgonalue from its disclosure or use; and (B) is slabject of efforts that are
reasonable under the circumstances to maintagedsecy. Employee agrees that trade secrets saloid-public information
related to the rate making process of the SoutBatities and any other information which is defireexla "trade secret" under
applicable law, regardless of the process throulgistwEmployee would have become aware of or posdessch information.

(vi) " Work Product' shall mean all tangible work product, memoramarking papers, property,
data, documentation, concepts or plans, inventiomsovements, techniques and processes (and timafesof) relating to the
Southern Entities that were conceived, discovereghted, written, revised or developed by Emplajing the term of his
employment with the Company.

(c)  Nondisclosure: Ownership of Proprietary Fmyp.

(i)  Inrecognition of the need of the Company to proitsdegitimate business interests, Confider
Information and Trade Secrets, Employee herebyravis and agrees that Employee shall regard aaidTirade Secrets and all
Confidential Information as strictly confidentialdwholly-owned by the Company and shall not, foy eeason, in any fashion,

either directly or




indirectly, use, sell, lend, lease, distributeefise, give, transfer, assign, show, disclose, miissee, reproduce, copy,
misappropriate or otherwise communicate any sweh ir information to any third party Entity for apyrpose other than in
accordance with this Agreement or as required Ipjicable law: (A) with regard to each item congiitg a Trade Secret, at all
times such information remains a "trade secret'eugbplicable law, and (B) with regard to any Cdefitial Information, for a
period of three (3) years following the Employetase of Separation from Service (hereafter the thiésd Period").

(i)  Employee shall exercise best efforts to eéaghe continued confidentiality of all Trade Sesre
and Confidential Information, and he shall immeelianotify the Company of any unauthorized disctesor use of any Trade
Secrets or Confidential Information of which Empéeybecomes aware. Employee shall assist the Comipatihe extent
necessary, in the protection of or procuremenngfiatellectual property protection or other rightsany of the Trade Secrets or
Confidential Information.

(i) All Work Product shall be owned exclusiveby the Company. To the greatest extent possible,
any Work Product shall be deemed to be "work madaife" (as defined in the Copyright Act, 17 U.pC8 101 et seq., as
amended), and Employee hereby unconditionally em&dcably transfers and assigns to the Compamgal, title and interest
Employee currently has or may have by operatidawfor otherwise in or to any Work Product, inchugli without limitation, all
patents, copyrights, trademarks (and the goodwadbeiated therewith), trade secrets, service nfaricthe goodwill associated
therewith) and other intellectual property righESmployee agrees to execute and deliver to the @ognany transfers,
assignments, documents or other instruments whelCompany may deem necessary or appropriate,tinoento time, to protec
the rights granted herein or to vest complete sitld ownership of any and all Work Product, an@dsdlociated intellectual
property and other rights therein, exclusivelyia Company.

(d) Nonlinterference with EmployeesEmployee covenants and agrees that during te&i&ed Period he will not, either

directly or indirectly, alone or in conjunction Wwiainy Entity: (i) actively recruit, solicit, attgato solicit, or induce any person who, duringtsuc

Restricted Period, or within one year prior todége of Separation from Service, was an exempt




employee of the Company or any of its subsidianesyas an officer of any of the other Southerniti&stto leave or cease such employment fol
reason whatsoever; or (ii) hire or engage the sesvdf any such person described in Section 4{d)éhy business substantially similar or
competitive with that in which the Southern Enstigere engaged during his employment.

(e) Nonlnterference with Customers

@) Employee acknowledges that in the coursengfleyment, he has learned about the Company's
business, services, materials, programs, plansepses, and products and the manner in which tieeyexeloped, marketed,
serviced and provided. Employee knows and ackrdyels that the Company has invested considerabéeaivd money in
developing its business, services, materials, rogr plans, processes, products and marketingiteemand that they are unic
and original. Employee further acknowledges that@ompany must keep secret all pertinent infoilmnadivulged to Employee
regarding the Company's business concepts, serwasrials, ideas, programs, plans and procegsssicts and marketing
techniques, so as not to aid the Company's corapetiticcordingly, the parties agree that the Camgpa entitled to the
following protection, which Employee agrees is orable:

(i)  Employee covenants and agrees that formgp®f two (2) years following his date of
Separation from Service, he will not, on his owhdd&or on behalf of any Entity, solicit, direch@opriate, call upon, or initiate
communication or contact with any Entity or anyresentative of any Entity, with whom Employee hadtact during his
employment, with a view toward the sale or the fiog of any product, equipment or service solgmvided or under
development by the Company during the period of {@jo/ears immediately preceding the date of Emgdtydate of Separation
from Service. The restrictions set forth in thex&on shall apply only to Entities with whom Enyée had actual contact during
the two (2) years prior to Employee's date of Safpam from Service with a view toward the sale mviding of any product,
equipment or service sold, provided, or under dgylent by the Company.

5. Publicity; No Disparaging StatemenExcept as otherwise provided in Section 9 hefeonfployee and the Company covenant and

agree that they shall not engage in any communitstivhich shall disparage one another or intewfdtte their existing or prospective




business relationships. Such communications irglbdt are not necessarily limited to, remarks, roemts, observations, analysis, opinions,
statements, whether solicited or unsolicited, emitbr verbal, which reflect in any manner on thek®a& operating, financial, communications,
people or other business strategies or actioriseoBbuthern Entities, and their officers, diregteraployees and agents.

6. No Employment Employee agrees that he shall not unilateralgkge-employment as an employee, temporary emg|dgased
employee or independent contractor with any ofS8bathern Entities, for a period of two (2) yeartofeing the Employee's date of Separation fi
Service. Further, neither the Company nor anyefather Southern Entities shall rehire Employearasmployee, temporary employee, leased
employee or independent contractor for a perionvof(2) years following Employee's date of Separafrom Service, unless a necessary business
reason exists for rehiring Employee and a committemprised of (a) an officer from the businesg afthe Southern Entity seeking to rehire
Employee and (b) the Chief Executive Officer of @@mpany, approves of such rehiring.

7. Return of Materials By no later than the Employee's date of Separdtom Service, Employee agrees to return to the@ny all

property of the Company and other Southern Entitieduding but not limited to data, lists, infortimn, memoranda, documents, identification
cards, parking cards, keys, computers, fax machbespers, phones, files and any and all writteslescriptive materials of any kind belonging or
relating to the Company or any other Southern Zniticluding, without limitation, any originals, p@s and abstracts containing any Work Proc
intellectual property, Confidential Information afcade Secrets in Employee's possession or control.

8.  Cooperation The parties agree that as a result of Employlesies and activities during his employment, Ergpkds reasonable
availability may be necessary for the Company tamivggfully respond to or address actual or threstditigation, or government inquiries or
investigations, or required filings with state, éeal or foreign agencies (hereinafter "Company &tat). Upon request of the Company, and at any
point following Employee's date of Separation fréervice, Employee will make himself available te ompany for reasonable periods not
inconsistent with his future employment, if any,diher Entities and will cooperate with the Comparmgents and attorneys as reasonably required
by such Company Matters. The Company will reimbuEmployee for any reasonable out-of-pocket exmeassociated with providing such

cooperation.




9. Confidentiality and Legal ProcesEmployee represents and agrees that he will teeferms, amount and fact of this Agreement

confidential and that he will not hereafter disel@ny information concerning this Agreement to amyother than his personal agents, including,
but not limited to, any past, present, or prospectimployee or applicant for employment with thenpany. Notwithstanding the foregoing,
nothing in this Agreement is intended to prohilitffoyee from performing any duty or obligation tkhtll arise as a matter of law. Specifically,
Employee shall continue to be under a duty to fulithrespond to any legal and valid subpoena beptegal process. This Agreement is not
intended in any way to proscribe Employee's rigtut ability to provide information to any federait® or local government in the lawful exercise

of such governments' governmental functions.

10. _Successors and Assigns; Applicable Lawhis Agreement shall be binding upon and inarthe benefit of Employee and his he
administrators, representatives, executors, susceasd assigns, and shall be binding upon ane itauthe benefit of the Contract Obligors and
their officers, directors, employees, agents, si@ders, parent corporation, and affiliates, aradrttespective predecessors, successors, assigns,
heirs, executors and administrators and each aof,thad to their heirs, administrators, represergatiexecutors, successors, and assigns. This
Agreement shall be construed and interpreted iordemce with the laws of the State of Georgia (@utrgiving effect to principles of conflicts of
laws), to the extent such laws are not otherwipemeded by the laws of the United States.

11. Complete AgreementThis Agreement shall constitute the full and ptete agreement between the parties concernisglfgect

matter and fully supersedes any and all other priweements or understandings between the paoiieeming the subject matter hereof, including
but not limited to that certain Supplemental Pemgigreement entered into February 22, 2002. TlgiieAment shall not be modified or amended
except by a written instrument signed by both Erpgéoand an authorized representative of the ComaadySouthern.

12.  Severability The unenforceability or invalidity of any pailar provision of this Agreement shall not affestather provisions,
and to the extent necessary to give such otheigpomeg effect, they shall be deemed severablanyfof the provisions of this Agreement are
determined by any court of law or equity with jaiittion over this matter to be unreasonable or foreaable, in whole or in part, as written, the
parties hereby consent to and affirmatively reqtlestt said court reform the provision so as todasonable and enforceable and that said court

enforce the provision as reformed. Employee ackedges and agrees that the covenants




and agreements contained in this Agreement, inafydvithout limitation, the covenants and agreemenntained in Sections 4, 5, 6, 7 and 8 shall
be construed as covenants and agreements indep@fidach other or any other contract between #rtgs hereto and that the existence of any
claim or cause of action by Employee, whether mageid upon this Agreement or any other contraet] sbt constitute a defense to the
enforcement by the Southern Parties of said coversanl agreements.

13. _Waiver of Breach; Specific Performanc&he waiver of a breach of any provision of thgreement shall not operate or be

construed as a waiver of any other breach. Eatfegbarties to this Agreement will be entitlecetdorce its or his rights under this Agreement,
specifically, to recover damages by reason of aegadh of any provision of this Agreement and toreige all other rights existing in its or his
favor. The parties hereto agree and acknowledgentbney damages may not be an adequate remedgyfdireach of the provisions of this
Agreement and that any party may in its or his gideretion apply to any court of law or equitycoimpetent jurisdiction for specific performance
or injunctive relief in order to enforce or prevamly violations of the provisions of this Agreement

14. Unsecured General Creditorhe Contract Obligors shall neither reservegpacifically set aside funds for the payment of its

obligations under this Agreement, and such obligetishall be paid solely from the general assetiseo€ontract Obligors. Notwithstanding that
Employee may be entitled to receive the value sbleinefit under the terms and conditions of thise&ment, the assets from which such amount
may be paid shall at all times be subject to ta@d of the Contract Obligors' creditors.

15. No Effect on other Arrangementst is expressly understood and agreed thatdlyenpnts made in accordance with this Agreement

are in addition to any other benefits or compensattd which Employee may be entitled or for whiehrhay be eligible, whether funded or
unfunded, by reason of his employment with the @mitObligors.

16. Tax Withholding and Implications

@) There shall be deducted from the Rmtniescribed in Section 1(a) €) (of this Agreement the amount of any
required by any governmental authority to be wittitend paid over by the Company to such governnhemthority for the account of Employec
the same time and in the same manner as suchaexeeducted from pension benefits provided urte68P and SERP.

(b) With respect to Sections 1(e) andtffere may be deducted from any payment undeiinisement in accordance w

the requirements of 409A of the Code the
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amount of any tax owed by the Employee requiredahy governmental authority to be withheld and paigr by the Company to st
governmental authority for the account of the Emipla The Company may also seek payment for taxidyehe Employee directly from him
may withhold such tax from compensation otherwisiel po him.

17. Notices All notices required, necessary or desired tgilsen pursuant to this Agreement shall be in wgitand shall be effective
when delivered or on the third day following theéedapon which such notice is deposited, postagegmiein the United States mail, certified return

receipt requested, and addressed to the partg aidtiress set forth below:

If to Employee: If to the Company:

G. Edison Holland, Jr. Patricia L. Roberts

850 Buckhead Trace V. P. & Associate General Counsel
Atlanta, GA 30342 30 Ivan Allen Jr. Blvd

Atlanta, GA 30308

18. _Compensation and/or Earning&ny compensation paid on behalf of Employee uititis Agreement shall not be considered

"compensation,” as such term is defined in Savitiga or "earnings" as such term is defined in thesin Plan. Payments under this Agreement
shall not be considered wages, salaries or compensmder any other employee benefit plan of tbenGany or any other Southern Entity.

19. No Guarantee of EmploymeniNo provision of this Agreement shall be congtrteaffect in any manner the existing rights @ th

Company to suspend, end, alter, or modify, whetheiot for cause, the employment relationship oplayee and the Company.
20. Interpretation The judicial body interpreting this Agreemenakimot more strictly construe the terms of thisédgment against
one party, it being agreed that both parties artti&ir attorneys or agents have negotiated andétjpated in the preparation hereof.

21. Accredited Investor Employee understands that the Company’s obtigatunder this Agreement have not been registerderu

the Securities Exchange Act of 1933, as amended'8bcurities Act"), or any state securities lalsployee is an “accredited investas$ definec
in Regulation D under the Securities Act, and hachknowledge and experience in financial and lmssimatters that he is able to evaluate the
risks and benefits of this Agreement. There hanlgirect communication and negotiation betweerCbipany and Employee with respect to this
Agreement. The Company has made available to Braplmformation regarding the business of the Camp@ad the risks inherent therein, and

Employee
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has had the opportunity to ask questions of, aceive responses from, the Company regarding sutfersand the terms and conditions of this

Agreement.

IN WITNESS WHEREOF, the parties hereto have exetthiess Agreement as of the date first above written

"SOUTHERN"

THE SOUTHERN COMPANY

By: /s/Patricia L. Roberts

Its: Assistant Secretary

"COMPANY"

SOUTHERN COMPANY SERVICES, INC.

By: /s/Patricia L. Roberts

Its: Vice President & Ass. Gen. Counsel

"GEORGIA"

GEORGIA POWER COMPANY

By: /s/Wayne Boston

Its: Assistant Secretary

"GULF"

GULF POWER COMPANY

By: /s/Wayne Boston

Its: Assistant Secretary

"EMPLOYEE"

G. Edison Holland, Jr.

/s/G. Edison Holland, Jr.
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Exhibit 1

FORM OF ASSIGNMENT AGREEMENT

THIS ASSIGNMENT AGREEMENT by and between Southeron{pany Services, Inc. ("Assignor") and

("Assignee") dated this day of , 20

WHEREAS Assignor entered into that certain Defer@ampensation Agreement by and between Assignce, Stuthern Company,
Southern Company Services, Inc., Georgia Power @omnpGulf Power Company and G. Edison Holland("#Employee") on or about December

__, 2008 (the "DCA")

WHEREAS Employee, Assignor and Assignee desir&foployee to transfer his employment from AssigimofAssignee; and

WHEREAS Assignor desires to assign its rights amthér obligations under the DCA to Assignee andidisee desires to accept such

assignment.

NOW THEREFORE, in consideration of the premisesl tie agreements of the parties set forth in thiee@ment, and other good and
valuable consideration, the receipt and sufficien€ywhich are hereby acknowledged, the partiestbeiatending to be legally bound, hereby

covenant and agree as follows:

1. Pursuant to the terms of the DCA, Assignoigassits further obligations under the DCA to Assg and Assignee accepts such
assignment; provided, however, that such assigndwsd not relieve Assignor of any accrued obligetito Employee or any other party under the

DCA as of the date of this Assignment Agreement.

IN WITNESS WHEREOF parties hereto have executeslAlgireement as follows:

ASSIGNOR

SO UTHERN SERVICES COMPANY, INC.

By:

Its:

Date:

ASSIGNEE
COMPANY

By:

Its:

Date:







Exhibit 10(a):
SOUTHERN COMPANY
OMNIBUS INCENTIVE COMPENSATION PLAN

STOCK OPTION AWARD AGREEMENT

For

Your Options are subject to the following termsl @onditions

1.

Grant: The Southern Company (the “Company”) CompensatimhManagement Succession Committee (the “Committeses granted
you nonqualified stock options (the “Options”) torphase shares of Southern Company common stock(fton Stock”). This award is
governed by the Southern Company Omnibus tivee@ompensation Plan, as amended from time te (tme" Plar”).

Terms: Terms used in this Award Agreement that are defingte Plan will have the meanings ascribed totiethe Plan. If there is
any inconsistency between the terms of this Awagde@ment and the terms of the Plan, the Plan’sstarithsupersede and replace the
conflicting terms of this Award Agreemel

Grant Date, Number of Shares and Grant Price: The Grant Date of your Options is , the lmemof shares granted to you
under your Options is and the Grant False referred to as the Exercise Price per sligafe) . This information is also
set forth on the UBS Financial Services Inc. webatthttps://onesource.ubs.com/so. The Grant Rriegual to the closing price of a sh
of Common Stock on the Grant Da

Option Term : The Options have been granted for a period ofekds from the Grant Date (t“Option Tern”).

Vesting and Exercise: Options do not provide you with any rights aieiests until they vest (become exercisable). -third of the
shares granted under the Options shall vest on@aelyear anniversary of the Grant Di

How to Exercise: You may exercise an Option by entering and etkegan exercise order with UBS Financial Services and
obtaining an exercise confirmation. UBS Finan8atvices Inc. may be reached by telephone at or

) or obB®Financial Services Inc. website at https://onese.ubs.com/st Payment
for shares you elect to purchase may be made inaras any other form of payment allowed by ther@any. Should you decide to
purchase Common Stock pursuant to the exercise Gfpgion with previously purchased Common Stoclalidwed), any such Common
Stock used as payment will be valued at its FairkdetaValue as of the date of exercise of the Opr




7. Impact of Termination of Employment
The vesting and term of any Options will changgoii terminate employment, according to the follayviable:
Impact Exercise Period for Vested Options (But in N¢
Termination of Employment Event on Unvested Options  Event Beyond the Original Option Term )
Disability 1 Vest fully 3 years
Retiremen?2 See belov 5 years
Death Vest fully 3 years
Any other type of termination not for cat3 Forfeited 90 days
Any termination for caus3®/ Forfeited Forfeited

1Disability means any physical or mental conditiomietn would qualify you for a disability benefit ueidthe long-term disability plan
maintained by the Company and applicable to yoif, o such disability plan exists, as determingdti® Committee.

2Retirement means any retirement under the Soutbenmpany Pension Plan.

3Cause is determined by the Committee.

4 Any termination for cause includes any type of tieation (including, but not limited to, a voluntamy involuntary resignation by you, a
voluntary or involuntary termination by the Compapgur termination with severance, your retiremanyour termination because of a
disability) if such termination is related to cause

Except for Retirement, Options that are not, andalp become exercisable at the time of your teation of employment will, coincident
therewith, terminate and be of no force or effect.

Upon your Retirement, all Options that are not eisable as of the date of your Retirement shalbbecfully vested and all Options shall
remain exercisable until the earlier of (1) fiveay®from your Retirement or (2) the Option Terngyided, however, that if within two
years following your Retirement you become directiyndirectly employed by a Peer Company, all @pdithat are unvested or were
unvested immediately prior to your Retirement stmthediately be forfeited. Upon request, you nprstide written information
regarding your employer (if any) within two yeaadléwing your Retirement and confirm that you act employed by a Peer Company
you (1) fail to provide the above information aguested or (2) become directly or indirectly emplbyvith a Peer Company within two
years following your Retirement, all unvested Opsi@nd all Options that vested upon Retirement beammediately forfeited and, to t
extent any of such Options have been exercisedimsi repay an amount equal to any gain realizad Such exercise to the Company
within 60 days after you are notified that repaytrismequired. If you do not repay such amounhimi60 days, the Company may set-off
the amount of any such gain against any amount éavgdu by the Company or an affiliate. “Peer Camy’ means any company or
entity engaged in the generation, distribution,kating and/or sale of electricity.




If you die within the post-Retirement period foreesise, all outstanding Options will vest immediatnd your executor or administrator
or other authorized person will have three yearmfthe date of your death to exercise (subjedi¢akpiration of the original 1@ear tern
of the Options).

8. Transferability : Options are not transferable except by willler laws of descent and distribution and may beotset during your life
only by you or, following your death or disabilifyany Options are still exercisable, by your dafypointed guardian or other legal
representative

Notwithstanding the above, if you are a design‘“executive officer”, as that term is defined in Bidb-7 of the Securities Exchange Act
of 1934, of Southern Company (but not of a Souti@smpany subsidiary) at the time of transfer (foypur employment has terminated at
the time of transfer, at the time of your termioaj}i Options may be transferred to your immediateilly (spouse, children or
grandchildren), a trust for the benefit of your iedfate family or a partnership or limited liabilépmpany whose only partners or
members are you or your immediate family (any sedipient to be referred to as a “Transferee”)yfted such transfer is not a transfer
for value for federal income tax purposes. Subeetitransfer or assignment by a Transferee is piteli and any such attempt will be
disregarded as void. Please provide pmigtice of any transfer to the Vice President, HurRasources. Transfers incident to a divorce are
not allowed.

9. Other Terms and Conditions. The Design Details, an administrative documeopéetl by the Committee which is set forth on theSUB
Financial Services Inc. website at https://onesaulus.com/so, contain additional provisions thatyato the Options. Additionally, the
Options are subject to all of the terms and coontiset forth in the Plan and any other adminiggatocuments adopted by the
Committee. By exercising any portion of the Opsioyou agree to be subject to all of the termscamdiitions of this Award
Agreement. Additionally, you agree to be subjedlt of the terms and conditions of the Plan,Blesign Details and any other
administrative documents, as amended from timarte.’

10.  Additional Information: Please refer any questions you may have regardasgtOptions to UBS Financial Services Inc. at
or or HR Darect

I have read and understand the foregoing and herebgccept the referenced grant of Options subject tthe terms and conditions described
herein.

Date



BASE SALARIES OF NAMED EXECUTIVE OFFICERS

THE SOUTHERN COMPANY

Exhibit 10(a)«

The following are the annual base salaries, effeddlarch 1, 2011, of the current Chief Executivéié@f and Chief Financial Officer of The
Southern Company (the “Company”) and certain otlierent or former executive officers of the Comparho served during 2010.

David M. Ratcliffe*
Chairman and Chief Executive Offic
W. Paul Bowers**
Executive Vice President and Chief Financial Offi
Thomas A. Fanning***
Chairman, President and Chief Executive Off
G. Edison Holland, Jr.
Executive Vice President and General Cou
Charles D. McCrary
Executive Vice President of the Company,
President and Chief Executive Officer of AlabamavBoCompany
Michael D. Garrett****
Executive Vice President of the Company,
President and Chief Executive Officer of GeorgiavBioCompan)
Art P. Beattie*****
Executive Vice President and Chief Financial Offi

* Retired December 1, 20:
**  Through August 12, 201
***  Effective December 1, 201
***%  Retired December 31, 20
*ek% From August 13, 201

$1,163,35
$721,92
$1,070,00

$620,72-

$758,61:

$695,40.

$556,40!



EXHIBIT 10(a)t

SUMMARY OF NON-EMPLOYEE DIRECTOR COMPENSATION

THE SOUTHERN COMPANY

Only non-employee directors are compensated feicgeon the Board of Directors (the "Board") of TBeuthern Company.

Effective January 1, 2011, the pay components sfel@ws:

« Annual Cash Retainer Fe

« Committee Chair Annual Retainer:

« Presiding Director Annual Retaine
« Annual Stock Retainer Fe

« Board Meeting Fees

$100,00C

$12,500

$12,500

$105,000 payable in deferred common stock units Baard membership ends
Meeting fees are not paid for participation in ithial eight meetings of the Board
in a calendar year. If more than eight meetinghefBoard are held in a calendar

year, $2,500 will be paid for participation in eanbeting of the Board beginning
with the ninth meeting



Exhibit 10(c)1

RETENTION AGREEMENT

THIS RETENTION AGREEMENT (the "Agreement"), made and entered into by and/éet GEORGIA POWER COMPANY (the

"Company") andMICHAEL A. BROWN ("Employee"), shall be effective as of January@l2(the "Effective Date").
WITNESSETH:

WHEREAS, employee has been employed by the Compiaaw affiliate of the Company over forty (40) ygaand

WHEREAS, employee expressed a desire to retirg;emartl

WHEREAS, due to immediate business needs the Compihes to encourage Employee to continue employmigh the Company as
Executive Vice President for a one-year term angréwide Employee with a retention award for theviee he will provide to the Company and

WHEREAS, this Agreement should be treated as anrdweade by the Compensation and Management Sucngssimmittee of the
Southern Company Board (the "Compensation Commijttewler the Southern Company Omnibus Incentive @amation Plan as amended and
restated effective January 1, 2007 (the "Omnibas'}l

NOW, THEREFORE, in consideration of the premisesl, the agreement of the parties set forth in tljee@ment, and other good and
valuable consideration, the receipt and sufficieofcyhich are hereby acknowledged, the partiesbyeagree as follows:

1. Retention Payment Amount

Employee shall become vested in the following amqumovided Employee is actively employed with thenpany on the designa

Employment Vesting Date set forth below:

Retention Payment Amount Employment Vesting Date

$373,895.00 December 31 201

The award under this Paragraph 1 shall be treatedcash-based award under the terms of the OmRlansand therefore, governed by the terms

of that Plan.




2. Timing and Form of Payment of RetemtAmount.

@) Generally Unless modified by the provisions set forth ard&yraphs 2(b)-2(f),
the vested amount shall be paid in cash to Emplayeelump sum as part of the compensation paiEirtiployee in the second payroll pel
following December 31, 2011 (the "Scheduled Payrbaie") and in no event shall such amount be @aé&t than March 15, 2012.

(b) _Death If Employee dies while in active service withet@ompany after the Effective Date and prior to édeber 31, 201
notwithstanding anything to the contrary in thisrégment, Employee shall be treated as fully vestdte retention award set forth in Parag
1. The amount vested under this Paragraph 2(i) lehaaid on the Scheduled Payment Date. Emplshed designate his beneficiary(ies) in
beneficiary designation form set forth in Exhibitalthis Agreement.

(c) Disability. If Employee separates from service from the Camypafter the Effective Date on account of becontitglly
disabled as defined under the Company's long tdsability plan prior to December 31, 2011, notwititeling anything to the contrary in 1
Agreement, Employee shall be treated as fully ¥eBighe retention award set forth in Paragrapfiie amount vested under this Paragrapf
shall be paid on the Scheduled Payment Date praaat, in any event, if Employee is a specifiecolyee as defined by Section 409A of
Internal Revenue Code of 1986 as amended (“Sedfi®A”"), such payment must not occur until at lesigt(6) months following Employege’
separation from service, if such delay is requirg®ection 409A.

(d) Involuntary Termination If Employee separates from service from the Camypon account of being involuntarily termine

by the Company for reasons other than Cause mri@ecember 31, 2011, notwithstanding anything &éodbntrary in this Agreement, Emplo
shall be treated as fully vested in the retentisard set forth in Paragraph 1. The amount vestettuthis Paragraph 2(d) shall be paid or
Scheduled Payment Date provided that, in any evfdBmployee is a specified employee as define@bgtion 409A, such payment must not o

until at least six (6) months following Employes&paration from service, if such delay is requing@&ection 409A.




(e) Voluntary Termination or Terminatifor Cause If Employee voluntarily terminates employmenipptto December 31, 20
or is terminated for Cause solely as determinedheyCompany prior to the Scheduled Payment Datgl@ree forfeits all amounts under t
Agreement and all amounts which could have beeth wader this Agreement. For purposes of this Aged, "Cause" or "Termination for Cau
shall include the following conditions:

Q) Failure to Discharge DutiesEmployee willfully neglects or refuses to disa®bhis duties hereunder or refuses to comply aiith lawfu

or reasonable instructions given to him by the Canypwithout reasonable excuse;
2) Breach Employee commits any material breach or repmat®ntinues (after written warning) any breackisfobligations hereunder;
?3) Gross Misconduct The Employee is guilty of gross misconduct. Ba purposes of this Agreement, the following attall constitut
gross misconduct as solely determined by the Comnpan
@) Any act involving fraud or dishonesiy breach of appropriate regulations of compegetitorities in relation
trading or dealing with stocks, securities, investits and the like;

(i) The carrying out of any activity or the kiag of any statement which would prejudice andéatuce the good name and standing
of the Company, Southern Company or any of itdiatifis or would bring any one of these into contgmgicule or would
reasonably shock or offend any community in whiabse entities are located;

(iii) Attendance at a Company worksite dnstate of intoxication or otherwise being foumd piossession 1

Company or any of its affiliates' property of anylpibited drug or substance, possession of whichldvamount to a crimin

offense;
(iv) Assault or other act of violence againsy @mployee of the Company or other person dufiegcburse of his employment; or
v) Conviction of any felony or misdemeanorohwing moral turpitude.




® Transfer of Employment to a South€ompany Subsidiary or Affiliate In the event that Employee's employment by
Company is terminated after the Effective Date Bntployee shall become immediatelyamployed by an affiliate of the Company, the Cony
may assign this Agreement to such affiliate if @gréo by such entity, and such assignee shall be¢ben"Company" for all purposes hereunde
such subsidiary or affiliate does not agree to picsach assignment, Employee shall be treated sted/én a “pro rata amountf the retentio
award set forth in Paragraph 1. “Pro rata Amowhidll mean the product of Retention Payment Amd&orgs a fraction the numerator of whic
the number of days passing since January 1, 20d thendate Employee separates from service fronCtmpany and the denominator of whic
365. The amount vested under this ParagraphI24f) lse paid on the Scheduled Payment Date.

3. Amendment and/or Termination of tAigreement. This Agreement terminates when all amounts haanlpaid pursuant

Paragraph 2 to Employee or his beneficiary. Ndistanding the preceding sentence, the Employe¢hen@ompany may mutually agree to an
or terminate this Agreement prior to the end ofdhe-year term only by written agreement signeédush party.

4. Confidentiality. Employee represents and agrees that he will leleperms and provisions of this Agreement comy
confidential, except for possible disclosures ®lbgal and financial advisors and his spouse tingaextent required by law, and Employee fu
agrees that he will not disclose the terms, prowmisior information contained in or concerning thiggeement to anyone other than those pe
named above, including, but not limited to, anytppsesent or prospective employee or applicanefoployment with the Company or any affil
of the Company. This Agreement is not intendedrig way to proscribe Employee's right and abilityptovide information to any federal, stat
local government in the lawful exercise of sucheyowments' governmental functions.

5. Assignability Neither Employee, his estate, his benefician@shis legal representatives shall have any rightsommute, se
assign, transfer or otherwise convey the righetteive any payments hereunder, which paymentshendghts thereto are expressly declared

nonassignable and nontransferable. Any attemass@n or transfer the right to payments underAgigement shall be void and have no effect.




6. Unsecured General Creditofhe Company shall neither reserve nor specificat aside funds for the payment of its obligas

under this Agreement, and such obligations shalbdid solely from the general assets of the Compaintwithstanding that Employee may
entitled to receive payments under the terms anditions of this Agreement, the assets from whisthsamounts may be paid shall at all time
subject to the claims of the Company's creditors.

7. No Effect on Other Arrangementdt is expressly understood and agreed that awympnts made in accordance with

Agreement are in addition to any other benefitsamnpensation to which Employee may be entitlecbomhich he may be eligible, whether fun
or unfunded, by reason of his employment with toen@any.

8. Tax Withholding and ImplicationsTo the extent permitted under Section 409A of Ititernal Revenue Code, there sha

deducted from the vested retention amount the atrafuemy tax owed by the Employee and required iy governmental authority to be withh
and paid over by the Company to such governmenthbaity for the account of the Employee.

9. Compensation Any compensation paid to Employee pursuant i® Algreement shall not be considered "compensatisnth
term is defined in The Southern Company Employegin§a Plan, or "earnings" as such term is defined'lhe Southern Company Pen:
Plan. Payments to Employee shall not be consideeegts, salaries or compensation under any othep@oy-sponsored employee benefit plan.

10. No Guarantee of Employmen¥o provision of this Agreement shall be congtrie affect in any manner the existing right

the Company to suspend, terminate, alter or modifgther or not for Cause, the employment relatignef Employee and the Company.
11. Governing Law This Agreement, and all its rights under it,Isha governed by and construed in accordance thi¢ghaws o

the State of Georgia, without giving effect to ipies of conflicts of laws.




12. Section 409A The parties agree that the terms and provisidnthis Agreement will be construed and interpretedhe
maximum extent permitted in order to comply withc&an 409A and the regulations promulgated thereundleither the Employee nor
Company may accelerate any deferred payment uhideAgreement, except in compliance with SectioBAl€r such events that include but r

not be limited to a termination of the Agreement.

IN WITNESS WHEREOF, this Agreement has been exechiethe parties first listed above, this 1st dafFebruary 2011.

“COMPANY "

GEORGIA POWER COMPANY
By: /s/W. Paul Bowers

Its: President & CEO

“EMPLOYEE ”

MICHAEL A. BROWN
[sIM. A. Brown




Exhibit 31(a)1
THE SOUTHERN COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Thomas A. Fanning, certify that:

1. I have reviewed this quarterly report on Forn-Q of The Southern Compan

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstanceswtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statemamid other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theéggls presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and hav

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting 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 generallypedeaccounting principles;

(c) 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 #psnt based on such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal qgaiin the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regi¢'s board of directors (or persons performing thewadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refieancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/Thomas A. Fanning

Thomas A. Fanning
Chairman, President and Chief Executive Off




Exhibit 31(a):
THE SOUTHERN COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Art P. Beattie, certify that:

1.

@)

(b)

(©

(d)

5.

@)

(b)

| have reviewed this quarterly report on Forn-Q of The Southern Compan

Based on my knowledge, this report does not cortiaynuntrue statement of a material fact or omgitéte a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by -
report;

Based on my knowledge, the financial statemeamis other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and ha

Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

Designed such internal control over financial réipg; or caused such internal control over finah@aorting 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 generallygedeaccounting principles;

Evaluated the effectiveness of the registgadisclosure controls and procedures and presentbis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

Disclosed in this report any change in thestegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal cgaiin the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

The registrant’s other certifying officer andadve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thevadent functions)

All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s internal
control over financial reporting

Date: May 6, 2011

/s/Art P. Beatt
Art P. Beattie
Executive Vice President and Chief Financial Offi




Exhibit 31(b)1
ALABAMA POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Charles D. McCrary, certify that:

1.

@)

(b)

(©

©)

5.

@)

(b)

| have reviewed this quarterly report on Forn-Q of Alabama Power Compar

Based on my knowledge, this report does not cortiaynuntrue statement of a material fact or omgitéte a material fact necessary to mak
statements made, in light of the circumstanceswtieh such statements were made, not misleaditigrespect to the period covered by -
report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theéggls presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and hav

Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

Designed such internal control over financial réipgr, or caused such internal control over finah@aorting 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 generallypedeaccounting 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 #psnt based on such evaluation; and

Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal qgaiin the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regi¢'s board of directors (or persons performing thewadent functions)

All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refieancial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a signifioémtn the registra’s internal
control over financial reporting

Date: May 6, 2011

/s/Charles D. McCrary
Charles D. McCrary
President and Chief Executive Offic




Exhibit 31(b):
ALABAMA POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, Philip C. Raymond, certify that:

1. I have reviewed this quarterly report on Forn-Q of Alabama Power Compar

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or omsitéde a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statemamid other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theéggls presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and hav

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed under «
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

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

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititgat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal qgaiin the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regi¢'s board of directors (or persons performing thewadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inxed management or other employees who have aisattifole in the registrant’s internal
control over financial reporting

Date: May 6, 2011
/s/Philip C. Raymond

Philip C. Raymond
Executive Vice President, Chief Financial Officedal'reasure




Exhibit 31(c)1
GEORGIA POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, W. Paul Bowers, certify that:

1. Ihave reviewed this quarterly report on Forn-Q of Georgia Power Compan

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstanceswtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statemamid other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theéggls presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and hav

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting 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 generallypedeaccounting principles;

(c) 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 #psnt based on such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal qgaiin the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regi¢'s board of directors (or persons performing thewadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refieancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/W. Paul Bowers

W. Paul Bowers
President and Chief Executive Offic




Exhibit 31(c):
GEORGIA POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Ronnie R. Labrato, certify that:

1. I have reviewed this quarterly report on Forn-Q of Georgia Power Compan

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this repo

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisglosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and ha

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipg; or caused such internal control over finah@aorting 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 generallygedeaccounting principles;

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

(d) Disclosed in this report any change in thestegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal cgaiin the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thevadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refioancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/Ronnie R. Labrato

Ronnie R. Labrato
Executive Vice President, Chief Financial Officadal reasure




Exhibit 31(d)1
GULF POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Mark A. Crosswhite, certify that:

1. I have reviewed this quarterly report on Forn-Q of Gulf Power Compan)

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstanceswtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statemamid other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theéggls presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and hav

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting 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 generallypedeaccounting principles;

(c) 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 #psnt based on such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal qgaiin the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regi¢'s board of directors (or persons performing thewadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refieancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/Mark A. Crosswhite

Mark A. Crosswhite
President and Chief Executive Offic




Exhibit 31(d):
GULF POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Richard S. Teel, certify that:

1. I have reviewed this quarterly report on Forn-Q of Gulf Power Company

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this repo

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisglosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and ha

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipg; or caused such internal control over finah@aorting 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 generallygedeaccounting principles;

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

(d) Disclosed in this report any change in thestegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal cgaiin the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thevadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refioancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/Richard S. Teel

Richard S. Teel
Vice President and Chief Financial Offic




Exhibit 31(e)1
MISSISSIPPI POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Edward Day, VI, certify that:

1. Ihave reviewed this quarterly report on Forn-Q of Mississippi Power Compan

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstanceswtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statemamid other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theéggls presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and hav

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting 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 generallypedeaccounting principles;

(c) 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 #psnt based on such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal qgaiin the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regi¢'s board of directors (or persons performing thewadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refieancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/Edward Day, VI

Edward Day, VI
President and Chief Executive Offic




Exhibit 31(e):
MISSISSIPPI POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Moses H. Feagin, certify that:

1. I have reviewed this quarterly report on Forn-Q of Mississippi Power Compan

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this repo

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisglosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and ha

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipg; or caused such internal control over finah@aorting 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 generallygedeaccounting principles;

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

(d) Disclosed in this report any change in thestegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal cgaiin the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thevadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refioancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/Moses H. Feagin

Moses H. Feagin
Vice President, Treasurer and Chief Financial @fi




Exhibit 31(f)1
SOUTHERN POWER COMPANY

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Oscar C. Harper IV, certify that:

1. I have reviewed this quarterly report on Forn-Q of Southern Power Compar

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to mak
statements made, in light of the circumstanceswtieh such statements were made, not misleaditigrespect to the period covered by -
report;

3. Based on my knowledge, the financial statemamid other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theéggls presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and hav

@) Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting 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 generallypedeaccounting principles;

(c) 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 #psnt based on such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal qgaiin the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regi¢'s board of directors (or persons performing thewadent functions)

@) All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refieancial information; and

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s internal
control over financial reporting

Date: May 6, 2011
/s/Oscar C. HarPér

Oscar C. Harper IV
President and Chief Executive Offic




Exhibit 31(f)z
SOUTHERN POWER COMPANY

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Michael W. Southern, certify that:

1.

@)

(b)

(©

(d)

5.

@)

(b)

I have reviewed this quarterly report on Forn-Q of Southern Power Compar

Based on my knowledge, this report does not cortiaynuntrue statement of a material fact or omgitéte a material fact necessary to mak
statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by -
report;

Based on my knowledge, the financial statemeamis other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this repo

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 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15¢-15(f)) for the registrant and ha

Designed such disclosure controls and proesdar caused such disclosure controls and proesdoibe designed under our supervision, to
ensure that material information relating to thgistant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

Designed such internal control over financial réipg; or caused such internal control over finah@aorting 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 generallygedeaccounting principles;

Evaluated the effectiveness of the registgadisclosure controls and procedures and presentbis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

Disclosed in this report any change in thestegnt’s internal control over financial reportititat occurred during the registranthost recer
fiscal quarter (the registrant’s fourth fiscal cgaiin the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrée’s internal control over financial reporting; &

The registrant’s other certifying officer andadve disclosed, based on our most recent evatuatimternal control over financial reporting, to
the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thevadent functions)

All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which are
reasonably likely to adversely affect the regidtsaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registra’s internal
control over financial reporting

Date: May 6, 2011

/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 ReparForm 10-Q of The Southern Company for the guanded March 31, 2011, we, the
undersigned, hereby certify pursuant to 18 U.SectiBn 1350, as adopted pursuant to Section 9@Gecbarbane®xley Act of 2002, to the best

our individual knowledge and belief, that:

Q) such Quarterly Report on Form 10-Q of The Bewt Company for the quarter ended March 31, 2@hich this statement accompanies,
fully complies with the requirements of Sectiond)3gr 15(d) of the Securities Exchange Act of 1984

2) the information contained in such Quarteriyp&® on Form 10-Q of The Southern Company for tharer ended March 31, 2011, fairly
presents, in all material respects, the finan@abdition and results of operations of The Soutt@wmpany.

/s/IThomas A. Fanning
Thomas A. Fanning
Chairman, President and
Chief Executive Officer

/s/Art P. Beattie
Art P. Beattie
Executive Vice President and
Chief Financial Officer

May 6, 2011



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 ReparForm 10-Q of Alabama Power Company for theriguanded March 31, 2011, we, the
undersigned, hereby certify pursuant to 18 U.SectiSn 1350, as adopted pursuant to Section 9@iGecSarbane®xley Act of 2002, to the best

our individual knowledge and belief, that:

1) such Quarterly Report on Form @Qef Alabama Power Company for the quarter endertiMal, 2011, which this statement accompa
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1984

2) the information contained in such Quarterhp&® on Form 109 of Alabama Power Company for the quarter endectMal, 2011, fairl
presents, in all material respects, the finan@aldition and results of operations of Alabama Po@@mpany

/s/Charles D. McCrary
Charles D. McCrary
President and Chief Executive Officer

/s/Philip C. Raymond
Philip C. Raymond
Executive Vice President,
Chief Financial Officer and Treasui

May 6, 2011



Exhibit 32(c

CERTIFICATION

18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Quarterly ReparForm 10-Q of Georgia Power Company for thertigua&nded March 31, 2011, we, the
undersigned, hereby certify pursuant to 18 U.SectiBn 1350, as adopted pursuant to Section 9@Gecbarbane®xley Act of 2002, to the best

our individual knowledge and belief, that:

Q) such Quarterly Report on Form 10-Q of GeoRyaver Company for the quarter ended March 31, 2@hich this statement accompanies,
fully complies with the requirements of Sectiond)3gr 15(d) of the Securities Exchange Act of 1984

2) the information contained in such Quarterhp&® on Form 10-Q of Georgia Power Company forgharter ended March 31, 2011, fairly
presents, in all material respects, the finan@aldition and results of operations of Georgia PoG@mpany

/s/W. Paul Bowers
W. Paul Bowers
President and Chief Executive Officer

/s/Ronnie R. Labrato
Ronnie R. Labrato
Executive Vice President,
Chief Financial Officer and Treasui

May 6, 2011



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, 2011, we, the
undersigned, hereby certify pursuant to 18 U.SectiBn 1350, as adopted pursuant to Section 9@ecbarbane®xley Act of 2002, to the best

our individual knowledge and belief, that:

Q) such Quarterly Report on Form 10-Q of Gulf Bo@ompany for the quarter ended March 31, 201ichwihis statement accompanies,
fully complies with the requirements of Sectiond)3gr 15(d) of the Securities Exchange Act of 1984

2) the information contained in such Quarterhp&® on Form 10-Q of Gulf Power Company for thertgraended March 31, 2011, fairly
presents, in all material respects, the finan@aldition and results of operations of Gulf Powentpany.

/s/IMark A. Crosswhite
Mark A. Crosswhite
President and Chief Executive Officer

/s/Richard S. Teel
Richard S. Teel
Vice President and Chief Financial Officer

May 6, 2011



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 ReparForm 10-Q of Mississippi Power Company for goarter ended March 31, 2011, we, the
undersigned, hereby certify pursuant to 18 U.SectiBn 1350, as adopted pursuant to Section 9@Gecbarbane®xley Act of 2002, to the best

our individual knowledge and belief, that:

Q) such Quarterly Report on Form 10-Q of MisgipsPower Company for the quarter ended March 8112which this statement
accompanies, fully complies with the requiremerfitSection 13(a) or 15(d) of the Securities ExchafAgeof 1934; anc

2) the information contained in such Quarterhp®&e on Form 10-Q of Mississippi Power Companytfa quarter ended March 31, 2011,
fairly presents, in all material respects, thefiitial condition and results of operations of Misgipi Power Compan!

/s/lEdward Day, VI
Edward Day, VI
President and Chief Executive Officer

/sIMoses H. Feagin
Moses H. Feagin
Vice President, Treasurer and
Chief Financial Office

May 6, 2011



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 ReparForm 10-Q of Southern Power Company for thartgu ended March 31, 2011, we, the
undersigned, hereby certify pursuant to 18 U.SectiBn 1350, as adopted pursuant to Section 9@Gecbarbane®xley Act of 2002, to the best

our individual knowledge and belief, that:

Q) such Quarterly Report on Form @ef Southern Power Company for the quarter endactM31, 2011, which this statement accompa
fully complies with the requirements of Sectiond)3gr 15(d) of the Securities Exchange Act of 1984

2) the information contained in such Quarterhp®&e on Form 109 of Southern Power Company for the quarter endartM31, 2011, fairl
presents, in all material respects, the finan@aldition and results of operations of Southern Rd®a@mpany

/s/Oscar C. Harper IV
Oscar C. Harper IV
President and Chief Executive Officer

/s/Michael W. Southern
Michael W. Southern
Senior Vice President, Treasurer and
Chief Financial Officer

May 6, 2011



