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’ ort ncarly A% % companies of The Southern Company. Others are Georgia
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Comparative Highlights

' Electric Energy Sales mnllxons of kwh;
Residential . ,
All Other Retml :
Wholesale o

Total

Average Annual Use Per Resuc}enual Custorner (kwh)
Custoniers Served Directly at End of Year

Operating Revenues, Electric;
Residential Sales
All Other Retail Sales
Wholesale Sales

Total from Sales of Energy
(ther Revenues

"Trtal

Operating Expenses, Electnc:
Fuel
Purchased and lnterchanged Prmer \et
Other .

Total

Income Before Interest Charges . .

Interest Charges ( Before credit of $79,839,000 in 1980 and 837,196,000
in 1979 for allowance for debt funds used during construction and related
income tax effect)

Dividenris on Preferred Stock

Net Income: After Dividends on Preferred Stock

Total Utility Plant at End of Year
Gross Additions to Utility Plant During Year
Construction Work in Progress at End of Year

* Rastated to reflect refund of ratail revenues. See Note 2 of "Notes to Financial Statements” relative u
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1980° 1979

(Dedlare Expressed in Thousands)
9,511 8679
20,141 19,964
3,865 2468
33,518 3111
11,041 10,231
86,082 976,200
§ 489,031 § 385,224
808,066 691,182
114,931 77.278
1,412,028 1,153,684
9,060 5,939
81,421,997 $1,163.623
3 439,488 3 365,628
124,163 124,929
__969.347 466,516
1,132,098 8 957,073
$ 331,714 $ 247.325
250,836 215,862
31013 31,219
129,704 57440
35,199 848 34,814,504
411,813 459,333

1,147,650

restated GrOUnts

This retort and accompanying financial statements are submitted for the informatiin of st whhoiders and are not intended {ir ysen

pettnechon with any sale or purchase of, crany oifer or saiicitation of Hffers tu buy
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Management C
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Earnings
"7 ET income for 1980, after dividends on
N\ preferred stock, was $129,704,000, an
increase of $72,264,000 from 1979. This
“ increase resulted primarily from rate
- increases and high energy sales during the
reund breaking heat wave experienced dt xrmg the
summer, \~ a result of impr wed earnings in 1980, the
company s return on average common equity increased
from 5.82 percent for the year ended December 31,
1979 to 11.61 percent for the vear ended December
31, 1980.

N

Financing
"7\ OR the first time since March 1978, the

| " company was able to sell se c'L s ties in 1980.
=4 The issuance of first mortgage bonds and

i preferved stock 1s restricted h\ farnings

e COVETage 'egmmrm'ntnur tainea 1n the company’s
i )rtg 1)& indenture and corporate charter. lmpx" wed earn-
ings in 1980 enabled the company to sell $100 mllion
and £150 million first mortgage bonds in June and )t'p-
tember, respectively. Due to the unstable financial market
in December, the planned sale of an additional $100 mil-
lion bonds was postponed until January 1981. In
February 1991, earnings coverages had improved suffi
ciently to permit the company to issue : 340 million of
pxe!encd btud\ for the first time since December 1977.

Interest expenses for Alabama Power rose toan
all-time high 1n 1980 as a result of record-high interest
rates and the necessity to carry an inordinate amount of
short-term debt. The major source of short-term bor-
rowings has been the company's revolving credit agree-
ment with 10 out-of-state banks. While the c IMpany's
borrowings pcm\c(l at $420,266,000 in May 1980, out
standing short-term debt had been reduced to
$96,501,000 by vear-end

Total interest expense for the year was 29250 836.000
mu.m., $52,361 'M' n short-term debt. Dividends on

preferred stock totaled $31,013,000 1n 1980

Rates

27N N March 12, 1981, the \';xh'vw Public
\ Service Commission made a final ruling on
| rate increase requests which een filed
/ by Alabama Power in 1978 an ). The
v Oder placed into effect a settl t Agree

ment which had been reached among the commission, the
company and a number of other parties in the
proceedings.

In De('r""ncr '..", 8. Alaban
tional $288.8 million in annual revenues

OMITssion

1 Power had filed for an addi-

DISTRIBUTION OF REV
PERCENT)
19711980

ENUE DOLLAR*

sk Lol

ordered a phased-in, $208-million annual rate !
a decision which the company appealed to the Supreme
Court rf Alabama. In August 1980, the court retuwned
th.. case to the commission \'i:h instructions to “enter an
rder nc:.-edun "‘c evidence.” The court declared that,
based on the evidence in the case, a 13-percent return on
common equity was the lowest the company should be
allowed to earn

As a result of the settlem
'\mc Alabama Power billed
197 79t ] Anuary 1930 are 1

U‘b‘ “l I*‘\' bs ] 1:‘"“
$122.3mlior :nann
'gA(”AF'(. h(' N

compar y

ncrease —

ent, $19.7 million of revenues
under bond from October
‘,J‘yn(i

nger stbject !
hWighear ¢
i gner re
e |
revenues. 10e

; N Rirstian i nemris
da 2oL O-MINoN Ncree

request f {tes sought
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ppealed that ruling t






The court allowed Alabama Power to place into effect the RESIDENTIAL ELECTRIC BILLS FOR
entire $122.3-million rate increase as of July 30, 1980, SELECTED U Ll TIES FOR MONTHLY
That portion of the increase not granted by the cor wm USE OF 1.000 }\ LOWATT-HOURS. =
sion was billed subject to refund, pending a final ruling R“ ESINEFFECT DECEMEER 1, 1980
on the case. L s A e . = T

The final settlement gave Alabama Power a $92.5
million annual increase f; om July 30, 1980 to February
28, 1981, This will result in the company refunding
approximately $17 million to its retail customers. In
addition, the $92.5-million increase was reduced to 380
million annually, effective March 1, 1981,

On November 5, 1980, Alabama Power filed a $23.4-
million wholesale rate increase request with the Federal
Energy Regulatory Commuission. The last request for an
increase in wholesale rates was filed in December 1977,

The increase, suspended on January 2, 1981 for five
months by the FERC, would affect 15 municipal electric
systems, 11 rural electric distribution cooperatives and
one airport and one industrial authonty served by the
company.
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electric system reached a new all-time peak
cluru\uhx summer of 1“\Hwhv.x,n‘.\e' use
ached 7.2 1 T P T
ke ached 7.2 mxll,:‘«))r..mlx!.«] ._\Aulya-»nJu!,\‘ 5. Fuel and Power Generation
stomers used 33.7 ion k Aatt-hours « ) y
electricity cﬁuﬁﬁ ’in;l!):&(%“rd in fis billi ;!‘_"ll‘;“z‘l{\pr; 'L\l[ s HILE conservation, as well as load
electricity du 1980, an increase of 7.7 percent over Y
1979, siis i bt L management, 1s an integral part of Ala:
o PR PR T R T L BT ) bama Power :-'.wl(‘ forecast. customer
Projections of future demand for electricity directly -,
W g . PR T e energy demand cannot be met wthu-
affect the addition of generating and other facilities. sl cisinnall e apar lias Thdlay e
. e 4 [ 10Nal id 41 un -1 l' i LT
In 1980, the long-range forecast of electricity require- - 5 o by oo, i el
most economical generation mux includes coal, nuclear
ments reflects the revised economic growth expected in and hydroelectric facilities
the state over the next decade and the e .’;'(Lté“ i price N -y 1 - T L
v abion st e ? i Alternate sources, such as solar power, are in the
and conservation efforts on energy usage. Furthet AP Ca S e e
SRt ALy e 1 . devel p'lt"tul stage and could be added to the company's
growth in electric sales 18 now forecast t ) average about EABe et TS Al
: generation mix as they become technologically and
€@ 4 Rt ¢ ,,v“,(‘t.“‘) it b h L iy o ’ C LTI IC ALY Qi
3 percent between now and 1990, compared with the o A T gl
Hiia ' =g economically feasible
4-percent forecast for this period made in 1979, o e i R
A R | Coal continues to be the primary fuel, mc'ﬂ"' ing tor
Alabama Power reviews its forecasts at least annually oy ey e L : _ |
and utilizes, amon H chn conometric 71.7 percent of the to vl"tn"' ty 4*" erated by the
S, B ith ) 1GLes ,"x»-mA. metric : \
] . 5 OUIREECIMDGAES. | Pt company in 1980. Alabama Power own
forecast model ).hc d on the relationship between e il frialart alaoty
numerous nation 6 ronal 1ic factors and sever Lossi-lueied elecinc >
! f : H”' w‘f‘--, I 'L g" I : Al t the 500,000-kilowatt Greene Count ’MU"‘U:Q erating
i af pnera m A 1S continually revised and $ } ‘
NG O ENCSEY. 1N TINGEL I8 ally revised and Plant, which is owned jointly with .\I ssissippl Phwer.
_—\p;)w\umtz ly 13.4 million tons of coal were pur-

updated as new economic data becurne avallable.
Dt’?i)zh tmej 1or reduction in ’7}'1/¢ cted chased by Alabama Power in 1980, Alabama mines
growth inenergy demand ¢ lru ng the 1980s,
utilities cannot stop building alk gether.
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supplied 93.3 percent of this coal through long-term con-
tracts and spot-market purchases.

At year-end, the company had 3.4 million tons on
hand, a 143-day supply based on anticipated require-
ments.

The reconstruction of Bouldin Dam was completed in
1980, returning 225,000 kilowatts of electrical capacity
to service. Alabama Power owns and operates 13
hydroelectric fac‘litic% which accounted for 13.7 percent
of the company's total generation during the vear.

Nuclear power supplied about 14.5 percent of Alabama
Power's 1980 generation. The company’s first
nuclear unit began operation in December 1977, and
the second is scheduled for commercial uperation in
mid-1981.

Completion of the second nuclear unit will add 860,000
kilowatts of new capacity to the system.

This additional capacity will not only keep
reserve margins from falling dangerously
low tn the vears just ahead, but also save
money for customers through reduced fuel
COSts.

The installed generating capacity of the company,
including 50 percent of the capacity of four-units and a
small combustion turbine of Souithern Electric Generat-
ing Company at Gaston Electric Generating Plant and 60
percent of the capacity of the Greene County Plant,
totaled 7,625,675 kilowatts at the end of the vear.
Southern Electric Generating Company is owned equally
by Alabama Power and Georgia Power compantes.

Heat Wave
""'""‘\ OR more than 12 weeks last summer, people
throughout the entire southern United
w4 States sweitered in record-breaking remper

| atures. Thc increased demand severely

»= strained the electrical system throughout
the region.

Every ;z\axiablc source of generation, includ J.:;ur-
chases of elec tricity from neighboring utilities when
available, was w."t-" upon to meet energy needs of our
customers dunng the most intensive heat wave inthe
company's history.

The heat wave had regional impact, straining utilities’
reserves throughout the Sun E‘,c't region. Temperatures
in Alabama exceeded 100° on 13 days during the
12- 'wen period.

The company was deeply concerned \""1 the health
and safety of its customers during the en sney pericd.
Payment pldr.., were wurked out \1'h ‘ v 'd'_i:‘d Cus-
tomers experiencing unusually hi c'r'r" ic hills and

PERCENT OF TOTAL KWH GENERATION
100% 100% 100% 100% 100% 100%

|
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disconnection procedures were suspended during
the emergency.

An all-time high summer peak demand for electricity
on Alabama Power's system was recorded on July 15,
9.7 percent higher than the previous peak demand set in
1978 and 12.5 percent higher than 1979,

This 18 the second consecutive year that nature has
had a tremendous impact on Alabama Power's electric
system, In 1979, Hurricane Frederic devastated the Gulf
Coast, destroying much of the company's electric
transmission and distribution facilities in that area and
forcing 290,000 Alabama Power customers to go without
power for as long as several weeks,

Construction

ONSTRUCTION costs throughout the utility
industry have escalated at an alarming and
unprecedented rate. While reductions in the
company's load forecast have allowed deferrals
in the completion dates of new generating

plants, construction of additional facilities will be neces:
sary to meet the existing electrical demand and the pro-
sected growth in the future.

Current projections call for a 3-percent
annual growth in peak demand on Ala-
bama Power's system over the next decade.

In conjunction with previously imposed tinanctal
restraints, these revised forecasts have resulted in a dect
sion to delay the completion dates for several fossil and
hydro units, Planned commercial operation dates for
Miller Electric Generating Plant Units 2, 3 and 4 are
1985, 1989 and 1991, respectively. Commercial operation
date for Harris Dam is 1983 and 1985 for Mitchell Dam.

Bouldin Dam was returned to service in late 1980,
after undergaing reconstruction fotlowing a breach in
1975, This 225,000-kilowatt plant has the largest gener-
ating capacity of Alabama Power's hy droelectric plants.

The second unit at Farley Nuclear Electric Generating
Plant is expected to be completed in mid-1981,

Research and Development
MPROVEMENT of present methods of produc-
ng electric power and development of new energy
sources and technology are ongoing concerns of
the electric utility industry.

A Alabama Power and the nation's other energy-
nriented companies are supporting the work of the Elec
tric Power Research lnstitute. Research provects include

major efforts in solar, geothermal and nuclear fusion
energy. The institute was funded in 1980 by the industry
in the amount of 3219.8 million of which Alabama
Power’s share was $4.4 million,

During 1980, Alabzma Power continued for a second
vear its study of the practical application of solar power
toresidential requirements. The study 18 being conducted
in two identical homes, one solar and the other conven-
tional, to test the combined efficiency of a solar system
and a heat purnp for space heating and water heating.

Environmental Regulations
LABAMA Power spent $16.5 million during
1980 to comply with environmental regulations
imposed on the company by various federal,
state and local agencies. It is estimated that
another $78 million will be required during
the next five years to meet regulations now in effect or
anticipated. Such expenditures by Alabama Power since
1970 now exceed 33579 million,

Legislation
N Alabama Department of Energy was created
in 1980 by the Alabama Legislature. The
department is responsible for formulating
energy policy, recommending administrative
and legislative changes, coordinating
energy-related activities and encouraging the conserva-
tion and efficient use of energy resources.

The legislature also established an Energy Advisory
Council, to which appointments are made by the governor
from business, government, education and the general
public,

Three bills to provide for the restructuring of the
Alabama Public Service Commission were introduced
during the 1980 legisiative session, While the session
ended without the enactment of any of them, a senate
resolution was passed creating a joint interim committee
to continue to study the reorganization of the commission.
This committee will report its recommendations during
the 1981 legislative session.
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Service to Customers and Area Growth

"4 ERVICE to customers takes many forms.

N " Quality service is comprised of a myriad of ac-

\, tivities, each evolving from personal concern
v . for customers.

e’ In 1980, programs developed by Alabama
Power aided more than 1,300 businesses, factories,
hospitals, schools and government buildings in becoming
more energy efficient.

Approximately 17,000 residential
customers received individualized home
energy audits and conservation information
suggesting ways to control thetr energy
usage.

In addition to performing energy audits, company
specialists assist commercial and industrial customers in
designing, carrying out and monitoring their tailor-macde
conservation programs. Alabama Power has also
completed energy audits of all of its facilities. Asa
result, during a recent 12-month period, electric energy
use in company facilities decreased by more than 21
percent compared with the preceding 12 months,

Homebuilders, architects and realtors continued to
promote the construction of Good Cents Homes. Each
house incorporates techniques, equipment and materials
designed to achieve greater energy conservation than is
possible in standard contemporary homes.

Various tests are being conducted in homes to help
determine the economic feasibility of new energy-
conservation equipment, materials and designs, and to
assist builders and manufacturers in learning which
conservation methods are the most practical and cost
effective.

Alabama Power also works closely with industrial
development agencies actively seeking new and
expanded industry for the state, Company specialists
work with industrial prospects outlining the availability
of electric power and designing conservation programs.

During the year, 597 industrial firms announced plans
to locate or expand facilities in Alabama Power's service
area, creating 16,172 new jobs and an estimated annual
payroll of approximately 3144 million. When these
additions and expansions are in full operation, total
investment for new and expanded industaies announced
in 1980 will he $1.36 billion,

AVERAGE RESIDENTIAL
USAGE PER CUSTOMER

COST OF COAL CONSUMED
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Public Information
HE ability of Alabama Power to serve its
customers effectively is influenced, in large
| part, by the level of public understanding of the
| company and its role in Alabama life.
The necessity of communication between the
company and its customers and employees has continued
to increase as the public has become mare aware of the
nation's energy problems, Continuing increases in the
price of electricity, constant media attention to Alabama
Power and questions about the future availability of
energy dominate public and employee concerns.

Nationwide, public utilities are recognizing
that customer and employee concerns must
be identified and addressed in a straight-
forward and timely manner,

During 1980, Alabama Power's public information
effort continued with an aggressive media relations
program, a reorganized company-wide public speaking
program, services to state educational media, expanded
employee information programs and extensive conserva-
tion and public issue advertising.

In the 19808, energy ~and its cost and availability —
will continue to increase in importance to Alabama and
the nation. Also of increasing importance is an effective
and creditable channel of communication between the
company and those it iz chartered to serve.

Human Resources
\ N electric utility is comprised of a network of
transmission and distribution lines, generating
plants and substations, These technological
\ and engineering marvels carry electricity to
thousands of homes and businesses.

But what really sustains this huge flow of power is
another kind of energy — human energy, generated by
more than 9,500 employees. In ways often unnoticed, the
men an. vomen of Alabama Power have been providing
reliable service to this state for almost 75 years.

Many employees also carry a tradition of service into
their private lives. Some serve on city councils and
school boards, Others are involved with vouth work,
charity drives, church activities or other programs to
make their communities better places in which to live,

Safety is an important aspect of the utility industry,
and Alabama Power is committed to safe procedures
throughout its operation, The company completed the
vear with an occupational imjury and illness incidence
rate of only 0.48 for each 200,000 man-hows worked.
This record is well below the national average.

In August 1980, the company znd the International
Brotherhood of Electrical Workers agreed to new two-
year contracts. The agreements included wage increases
of 10.99 percent in the first vear and 9 percent in the
second.

Employee participation in the savings plan and stock
ownership plan reached record armounts during 1980,
The pension plan and insurance programs also provided
a wide range of benefits to employees.
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An Essay

The New Decade

' S we begin the 1980s, great uncertainty over
. the energy future of the United States still
e | Nangs like a threatening cloud. It is appropri-
\ ate, therefore, for Alabama Power Company
wim e to ask these questions: As a company

charged with providing energy, in what direction should

we go? How, and to what extent, are we planning for the
future?

Alabama Power is striving to answer those questions
ina meaningful way in its own operations.

Electricity doesn't just happen. Much time, effort and
money must be expended to provide basic energy to
nearly one million customers. Policy issues involved with
the financing, planning, engineering, construction and
operation of our electric system must be coordinated so
that subsequent decisions can be made and implemented
to provide the needed facilities in time to meet customer
demands.

The choices are often difficult when weighed against
regulatory constraints and the force ot political and
public opinon,

Financing the nperations and construction needs of
the enterprise has been particularly difficult. If the
decade of the 1970s taught us anything, it provided a
preview of the future for the utility industry.

Regulatory delays, unparalleled increases
in costs, public frustration and an erosion
of eredibility in all forms of business
evolved during the past decade.

Forecasting the future energy needs of pur customers
is a difficult task at best. We are the supplier of
electricity for a major portion of Alabama and, as public
servants, we must assure our customers that their curent
and future needs are being met.

Alabama has grown over the past 10 years and
continues to grow: That means we've had to grow. too.

Building for the future is another difficult task.

Governmental and regulatory uncertainties surrounding
the engineering and construction of facilities have
stretched the lead time toward actual completion of a
generating plant to more than 10 years.

Finally, when a project is completed and in service, it
must be operated in an efficient and economical manner
to ensure maximum use of our investment,

All ingredients in the cycle of producing and supply-
ing power are critical because the overall financial
strength of the enterprise must not be dimimshed in the
process.

In the larger perspective, our dilemmas are symptom:
atic of the energy problem facing the nation as a whole.

Havrd decisions must be made now to avoid
shortages in the future.

Rational choices must be made now about future sources
of energy that are practical, safe and econormical.

As a nation, we have had vears of debate, of study, of
indecision about energy. Those who believe the solution
ifes in a no-growth ethic and in exotic but impractical
forms of energy could win by defauit. Their simplistic
answers are unreachable panaceas.

We can no longer take energy for granted, The lesson
that it will never again be cheap and used without
thought for the future is abundantly clear, Utilities must
be allowed to charge a fair price for their product so
that an adequate supply of electricity is available for
this decade.

The challenge is to make those hard decizions about
where we are going —and the best path to travel to get
there. \We must solve our energy problems. both &t home
and as a nation, in the midst of the severest kind of
econamic strain,

Alabama Power is committed to do its part to make
this new decade a time of progress toward workable
solutions to the problems that must be resolved if ‘ve are
Lo Survive as anaton.
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Report of Management

The management of Alabama Power Company has prepared
and 15 responsible for the financial statements and related
financial information included in this report. The financial
statements were prepared in accordance with generally
accepted accounting principles appropriate in the circum-
stances, and necessarily include amounts that are based on
best estimates and judgments with appropriate consideration
to materiality. Financial information included elsewhere in this
annual report is consistent with the financial statements.

The company maintains a system of internal accounting
controls to provide reasonable assurance that assets are
safeguarded and that the books and records retiect only
authorized transactions of the company. Limitations exist in
any system of internal control based upon the recognition that
the cost of the system should not exceed the benefits derived.
The company believes its system of internal accounting
controls, augmented by its intermal auditing function, appro-
priately balances the cost benefit relationship.

Independent public accountants provide an objective
assessment of the degree to which management meets its
responsibility for fairness of financial reporting. They regularly

T e T i o e e A

evaluate the system of internal accounting control and perform
such tests and other procedures as they deem necessary to
reach and express an opinion on the fairness of the financial
statements.

The Board of Directors pursues its responsibility for
reported financial information through its Audit Committee,
composed of directors who are not employees. The Audit
Committee meets periodically with management, internal
auditors and independent public accountants to assure that
they are carrying out their responsibilities and to discuss
auditing, internal control and financial reporting matters. Both
internal auditors and independent public accountants
periodically meet alone with the Audit Commuttee and have
free access to the Committee at any time.

We believe that these policies and procedures provide
reasonable assurance that our operations are conducted with
a high standard of business conduct and that the financial
statements reflect fairly the financial position, results of
operations and sources of funds for gross property additions
of the company.

Years Ended December 31,

Selected Financial Data
1980*

Operating Revenues, Electric

(Thousands) . . . $1.421.957
Net Income After Dividends on

Preferred Stock ( Thousands) $ 129,704
Total Assets  Thousands). $4,617.943
Long-term Debt ( Thousands) 82,159,793
Preferred Stock Subject to

Mandatory Redemption ( Thousands) 3 47.500
Cash Dividends Declared on Common

Stock { Thousands) § 115,300
Construction Expenditures

(Thousands) ® 411,813
Kilowatthour Sales (Millions) 33,518
Customers (End of period) 986,082
Average Revenues per Kilowatthour —

Total Sales 1Cents) .. 4.21
Average Cost of Fuel per Net

Kilowatthour Generation (Cents) 1.61

1979 1978 1977 1976
$1,163,623  $1,014.443 8 968693 S 699,667
$ 57440 0§ 42003 8 17.27 $ 56424
$4.202736  $3.967.906  $3,581,456  $3.081.349
$1.883,684 81,851,304 31652013  $1,294.731
$ 50000 § 30000 $ 50000 8 50000
§ 54000 8 108800 B 94900 3 60,000
$ 459533  § 483430 8 540,076 B 443951

31,111 31,118 29,854 27,597

976,200 961,440 938,576 921,208

3.7 3.23 3.22 251
1,36 1.20 1.21 1.05

*Restated to reflect refund of retail reven.es See Nate 2 of “Notes to Financial Statements” relative to restated amounts.

Additional Fnancial and statistical information for the period 1970-1980 is provided in the company’s Financial and Statistical
Review. This report will be provided upon written request to Richard Bowron, secretary.
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| ment's Discussion and Analysis of
Results of Operations and Financial Condition

Results of Operations

The company's financial performance significantly improved
in 1980 over the severely depressed eamings of the past two
years. Net income after dividends on preferved stock totaled
$129,704,000 for the year 1980, compared to 357 440,000 in

1979 and 342,903,000 in 1978. Return on average common
equg% for 1980 was 11.61 percent compared to 5.82 percent
in 1979 and 4.46 percent in 1978,

Increases in operating revenues in each period are
attributable principally to rate increases, recovery of increased
fuel and purchased power costs through fuel and energy
adjustment provisions contained in rate schedules and
increased energy sales in 1978 and 1980. Rate increases
amounting to approximatety $92,500,000 on an annual basis
were placed into effect during 1980, of which approximately
$36,600,000 is included in 1980 revenues. (See Note 2 to the
finuncial statements for further details. ) Kilowatthour sales
increased 4.23 percent in 1978 from 1977, compared to a 0.02
percent decrease in 1979 from 1978, and an increase of 7.74

' percent in 1980 over 1979, The increase in sales in 1980 was
due primarily to increased demand from residential and
commercial customers resulting from an extended heat wave
during the summer and the implementation of contracts
for the sale of capacity'through The Southern Company System
Rawer Fool to neighboring utilities. The company's partion of
these bulk sales amounted to 1.3 bilhon kilowatthours and
revenues of 537, 182,000. The all-time maximum demand on
the company's system occurred on July 13, 1980, and was
7,199,500 kilowatts, 9.7 percent higher than the previous
record set in 1978. The small decrease in 1979 kilowatthour
sales resulted primarily from conservation efforts by residential
customers. Increased billings resulting from the recovery of
increased fuel and purchased power cost and the resuits of rate
relief have increased the average revenue per Kilowatthour
from 3.23¢ in 1978, t0 3.71¢ in 1979 and 4.21¢ in 1980,

The rise in operation expenses occurring each year since
1977 has resulted primarily from increased generation and
escalations in the cost of fuel and other operation expenses,
partially affset by reductions in purchased power. Fuel cost per
kilowatthour generated was 1.20¢ in 1978, 1.56¢ in 1979 and
1.61¢ in 1980. Purchased and interchanged power expenses
declined in both 1980 and 1979, reflecting increased
availability of generating capacity, and increased economy and
emergency energy sales to neighboring utilities. Increases in
other aperation and maintenance expenses are largely due to
escalating costs of labor, materials and services.

Increases in depreciation and amortization each year are due
principally to the continued grow th in depreciabie plant in
service, and the amortization of costs related to a cancelled
generating plant amounting to 37,116,000 1n 1978,
37,145,000 in 1979 and 87,071,000 in 1930. 1 See Note | to
the financial staternents. ) The composite straight line

depreciation rate was approximately 3.37 percent in 1978,
3.46 percent in 1979 and 3.43 percent in 1980.

Fluctuations in income taxes resulted from changes in
income before income taxes and reduction of the federal
income tax rate from 48 percent to 46 percent in 1979, Federal
and state income tax provisions are detailed in Note 5 to the
financial statements.

The company capitalizes as part of the cost of property and
plant an allowance for the cost of funds required to finance
construction work in progres:. Such amount alsois recorded in
the Statements of Income as “allowance for equity funds used
during construction” in nonoperating income and “allowance
for debt funds used during construction”, including the tax
effect of debt funds, as a reduction in interest charges, This
allowance becomes part of construction work in progress and,
when a construction project is placed in service, the allowance
1s included in the rate base | together with construction labor,
material and related costs capitalized ).

This accounting treatment thus provides for the cash
recovery of such costs through rates, which include depreciation
of those capitalized amounts over the service life of property
and plant. Therefore, the allowance for funds used during
construction, net of income taxes, as a percent of net income
after dividends on preferred stock, amounted to 135.5 percent
in 1978, 102.0 percent in 1979 and 57.1 percent in 1980.

Inflation has a significant effect on the company due to the
regulatory environment in which the company operates and
the large investment (approximately 91 percent of total assets)
in utility plant. See Note 13 to the financial statemenits for

supplementary information concerning the approximate effects |

of inflation,

The results of operations discussed above are not necessarily
indicative of future earnings. It is expected that higher
operating costs and carrying charges on increased investment
in plant, if not offset by proportionate increases in operating
revenues ‘either by periodic rate relief or increases in sales!,
will adversely affect future earnings. Increases in sales in the
future will be affected by the extent of energy conservation
practiced by customers, the elasticity of demand, weather and
the rate of economic growth in the company's service area. In
recent years, eamnings have tended to decline during periods
following the full 12 months' realization of general rate
increases and prior to receipt of further rate relief,

Financial Condition

The company's continuing construction program to build an
energy supply network with a sufficient margin of reserve
capacity to ensure an adequate, econormical power supply,
required the expenditure of $1.3 billion during the three years
1978 through 1980. As shown un the Statements of Sources of
Funds for Gross Property Additions, the primary sources of
funds for construction expenditures are sales of long-terin
debt, capital contributions from The Southem Company and
intermal sources.

The company's capitalization ratios have remained
approximately the same in recent years, but the composite
interest rate on long-term debt has increased from 8.1 percent
at December 31, 1977 to 9.7 percent at December 31. 1980,

— R ——— L ——



2 A s d-amure i man)

AT N N I N S T T R TR T Al VTR e

A . e R EEANE i e T e B o W= L e b R e et e e

19 -

As further evidence of the increasing cost of capital, the
company’s annual interest requirement on long-term debt has
increased 57.8 percent since 1977,

At December 31, 1980, the company had $9,017,000 of
temporary cash investments and 8331,584,000 of unused
credit arrangements with banks to meet its short-term cash
needs. (See Note 4 to the financial statements.) Short-term
bank loans rutstanding at Decerrher 31, 1980 were
$96,501,000, a decrease of $255,977,000 from December 31,
1976. Also, fuel stock inventories were increased in anticipation
of a coal miners' strike.

The company's construction expenclitures are estimated to
total $1.3 billion for the three years 1981 through 1983. These
construction programs are subject to revision because of
factors such as granting of timely and adequate rate increases,
new estimates of increased costs, revised load estimates and
the availability and cost of capital. These factors forced
substantial reductions in construction programs in recent
years, resulting in a combination of postponements and
cancellations of generating units and other facilities. See Note
3 to the financial statements for further details. In addition to
the funds required for the construction program, approximately

P R —— -

$164.839,000 will be required through the end of 1983 i,
connection with maturities of long-term debt and preferred
stock subject to mandatory redemption.

It is anticipated that the funds required will be denved from
sources in form and quantity similar to those used in the past.
However, in order to 1ssue additional long-term debt and
preterred stock, the company must comply with certain
earnings coverage requirements contained in its mortgage
indenture and corporate charter. The ability to maintain these
coverages and to generate acdlequate amounts of internal funds
for construction is dependent on receiving adequate and

timely rate increases to offset the continuing 217 2t of inflation.

Should the conipany be unable to obtain funds from external
sources in amounts which, together with internally generated
funds, will be adequate to carvy out the present construction
program, further delays and possible cancellations would be
NeCessary.

On the basts of the requirements contained in the company's
mortgage indenture and corperate charter, the bond and pre-
ferred stock coverages of the company at December 31, 1980
were 2.59 and 1.51, respectively.

Auditors' Report

To the Board of Directors of
Alabama Power Company:

We have examined the balance sheets and statements of capitalization of ALABAMA POWER
COMPANY (an Alabama corporation and a wholly owned subsidiary of The Southern Company) as of
December 31. 1980 and 1979, and the related statements of income, earnings retained in the business,
other paid-in capital and sources of funds for gross property additions for each of the three years in the
period ended December 31, 1980. Our examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our report dated February 15, 1980, our opinion on the 1979 financial statements was qualified as being

subject to the effect of any adjustments that may result from the final outcome of a pending rate matter. As
explained in Note 2 to the financial statements, the rate matter was settled and no refund of revenues was
required. Accordingly, our present opinion on such financial statements, as presented herein, is different

from that expressed in our previous report.

In our opinion, the financial statements referred to above present fairly the financial position of Alabama

Power Company as of December 31, 1980 and 1979, and the results of its operations and the sources of funds
for gross property additions for the periods stated, in conformity with generally accepted accounting principles

applied on a consistent basis.

Birmingham, Alabama,
March 12, 1981.

e e e L e e e e e

Arthur Andersen & Co.

T———— S e e s g 2 e e

P E——



i RGP R V" S W W w— v . e b L e e e e Sl
P T . T T T e T T eEEN TN T ———— S By Lt e ma s s il e T e

20

Balance Sheets at December 31, 1980 and 1979 1960 o
Assets (In Thousands)
UTILITY PLANT (Notes 1 and 3):
Plant in service, and held for future use, T R A T $3,854,627 $3,695,721
— Accumulated provision for depreciation . ... .. . . ... ... ... ... 934.606 818.279
2,920,021 2,877,442
Nuclear fuel, atamortized cost. . .. ... ... ... 131,442 130,373
Construction work in progress -
Nuclear, . .. 684,945 548,575
R ey SO (R e o . 462,705 401,635
: 4,199,113 3,958,025
OTHER PROPERTY AND INVESTMENTS:
Southern Electric Generatmg Company Note R R e 16,400 16,400
Nonutility property. net. T I O A R W e s L e 2,372 2,345
Miscellaneous. . ... .. .. . . 963 860
19,765 19,605
CURRENT ASSETS:
CashiNoted). .. ... .. o0 i e PR e B2 13.429 9,048
‘femporary cash investments, atcost.. .. ... ... L Sl kTS 9,017 -
Receivables —
Customer accounts receivable . . T R St G RE BILEY. LIPr B, b kA 90,745 79,708
Other accounts and notes receivable . ... ... ... . = il i, 7,132 6.992
nterwmpangaccouma , e e, T T e T 9,871 17,609
Accumulated provision for uncollectible accounts o, T e = 8 A T = o, (542) (1,047)
Refundable federal income tax (Note5). . ... ..... . . ... ... .. S 2 2T ol 20,000 3,154
Fossi! fue! stock, at averagecost . ... . . e SN VR e A 161,593 123.752
Materials and supphes at average S T i ra s ST ok ol e e e . 21,734 20,913
Prepayments. ... . e bl SR ! - ; 24,871 15,651
357,850 275,780
DEFERRED CHARGES:
Cost of cancelled piant, bemgamomzedl\ote 5 B i il G, 12,402 19,403
Debt expense, being amomzed a et B S LY O ; 6,878 6,287
Miscellaneous . o e e g arl 1 (e 0 21,935 13,636
41,215 39,326
$4,617.943 $4,292,736
Capitalization and Liabilities
CAPITALIZATION (See accompanymg statements):
Common stock equity . ... .. .. . . ... sk s o ey syl 5yl N $1,211,417 $1,022,533
Preferredstock . ... . .. ... ... . .. ... o TP I A ) 334,400 334,400
Preferred stock sub)ect t manclatory redempuon -\ote o e Py AT A b 3 47,500 50,000
Longtermdebr. . . - T ‘o 2,159,793 1,883,684
3,753,110 3,290.617
CURRENT LIABILITIES: i N
Notes payable to banks | Note 41 = 1, g , . 96,501 352,478
Long-term debt due within one vear (Note 6) bl . S e p e 47424 24,305
Accounts payahle — o
Intercompany accounts B , T . 38.922 29.616
Other ' e : o . 108,294 129,262
Revenues to be refunded (Note 2).. ... .. .. . B - 11,978 -
Customer deposits. . . . \ . 19,891 18,254
Taxes accrued — }
Federal and state income . . T . . 22,645 5,284
Other ERA N, ‘ o . 10,462 8177
interest acorued . . . It e s 54,061 49,093
Miscellaneous. =~ X i , . 11,707 18,134
: 421,885 634,603
DEFERRED CREDITS, ETC.: L i i ¥
Accumulated deferred income taxes 370,439 302,831
Accumulated deferved investment tax credits \ 53.030 44,017
Miscellaneous . T L, , . 19.479 20.668
442,948 367,516
COMMITMENTS AND CONTINGENT MATTERS (Notes 3, 4, Sand 10)
$4,617.943 84,292,736

The accompanying notes are an integral part of these halance sheets.
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Statements of Capitalization at December 31, 1980 and 1979

COMMON STOCK EQUITY:

Commeon stock, par value 340 per share, authorized 6,000,000
shares, outstandmg 5,608,955 shares . .

. Other paid-in capital

Premium on preferred stock [ Note 7
Earnings retained in the business \o(es 2 and 91,

Total

CUMULATIVE PREFERRED STOCK (Note 3):

none outstanding

$1 par value, authorized 27,500,000 shares —

$100 par value, authszd 3, 850 000 shares—

Series
4.20% to4.52% .
4.60% to 4.92%
3.96% to 8.04%
8.16% to 9.44%

Total (annual dmdend raqulrement SZS 7 19 000>

Subject to mandatory redemption { Note 7):

11.00% (annual dividend requirement $5.225,000»
LONG-TERM DEBT  Notes 3 and 6

First mortgage bonds —
Maturity
September 1, 198]

April 1, 1982

May 1, 1983
March 1, 1984
June 1, 1985

1986 through 1990
1991 through 1995
1996 through 2000
2001 through 2005
2006 through 2010

Other long-terns debt (NGte 6)

U'namortized debt preminm (discount), net

Interest Rates

3va%h

¢ S e g e O

4%

3vu%.
3%,

3vaToto 8% .
WHa%to47e%
644% 0 9%
TYa%to 107% . .
834 %10 1514 %
Total first mortgage bonds

Total long-term debt lannual interest

requirement $215,205,000)

1.ess amount due within one year
Long-term debt. excluding amount due within one yea:

Total capitalization

e i e T e . oy e i B G s s e e i b e

The accompany .ig notes are an integr
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Percent of
Amount Total
1980 1979 1980 1979
{In Thousands)
$ 224358 3§ 224338
366,145 692,145
941 461
119,973 105,569
1.211.417 1,022,533 32.3% 31.1%
41,400 41,400
260040 29,000
32,000 32,000
232,000 232,000
334,400 334400 89 102
e i 47500 50000 13 15
Tigit = | 15,000 15,000
12,000 12,000
11,939 11,939
17.000 17,000
15,000 15,000
153,182 153,182
48,567 98,567
162,298 162,298
683,500 H83.500
725000 475,000
1,843,486 1,643,486
329,066 276,487
_(15335) __(11,984)
2,207 217 1,807 989
474 24305
2.159.79} 1 5&; hS-t »_31 ;)_ __f.')j:_!
83753110 83290617 1000%  100.0%

a4l part of these statements.
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Statements of Income for the Years Ended December 31, 1080, 197

OPERATING REVENUES, ELECTRIC (Note 2) . .

OPERATING EXPENSES, ELECTRIC:
Operation —
Fuel . . .. ;
' Purchased and mterchanged power net
Other . . .. ..
Maintenance = . .
Depreciation and amortxzanon
Taxes other than income taxes . . . ..
Federal and state income taxes ( Note 5).

Total operating expenses. ... . .
OPERATING INCOME, ELECTRIC.
OTHER INCOME:
Allowance for equity funds used during construction ( Note 1)

Inecome from subsidiary (Note 8) .
Other, net .

Income befure interest charge*s

INTEREST CHARGES:
Interest on long-term debt .
Amortization of debt discount, prcrmum and expense, net
Other interest charges .. (e,
Allowance for debt funds used dunng cur‘smlctmn f ‘\nu lv ,

Net interest charges .

NET INCOME = :
DIVIDENDS ON PREFERRED STOCK

NET INCOME AFTER DIVIDENDS ON PREFERRED
STOCK (Note 21 o ]

Statements of Earnings Retained in the Business
for the Years Ended December 21, 1980, 1979 and 1978

Balance, beginning of period

Add ideduct):
Net income after dividends on preferrved stock [ Note 2)
Cash dividends paid on commen stack
Preferred stock issuance expense

Balance, end of period { Notes 2 and 9)

Statements of Other Paid-In Capital

for the Years Ended December 31, 1980, 1979 and 1978

Balance, beginning of period
Cash contribution to capitai by parent company

Balance, end of pertod

The accompanying notes are an integral part of these statements,
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and 1978

$ 105,569

8 102,129
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129,704 57,440
(115,300 (54,0001
$ 119973 § 105360
1980 1979
‘In Thousands)
$ 692,145 8 625,700
_. 174,000 5645
B 866,145 3 682145

1980 1979 1978
(In Thousands)

$1.421.997 $1,163.623 $1,014,443
439,488 365,628 265,186
124.163 124,929 161.602
153,552 129.430 122,511
99,040 80,660 78,085
127,840 123,075 109.315
74,488 74,592 63.737
114,427 58,759 25,080
1,132,998 957.073 853,516
288,999 206,550 160,927
32,189 28,554 38,927
2,466 2425 2.511
8,060 9,796 3,454
331,714 247,325 205,819
184,557 163.343 155,353
593 610 841
65,686 51,909 13,451
(79,839 (57,196) (37.,948)
170,997 158,666 131,697
160,717 88,659 74,122
31.013 31,219 31.219

B 129,704 8 57440 B 42903

1980 1979 1978
iIn Thousands)

8 168307

42,903
(108,800}
o )81\

% 1n° 1")(1

1978

% 578500

47,200
§ 625,700

e e o e A A e e o
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Statements of Sources of Funds for Gross

Property Additions for the Years Ended December 31,1980, 1979 and 1978

Netincome (Note 2). . .. . b
Add (deduct) principal noncash i ltems -
Depreciation and amortization ... . .. ...
Deferred income taxes, net. e
Deferred investment tax credlts o
Allowance for equity funds used during cunstmmon

Less —
Dividends on common stock .
Dividends on preferred stock

Decrease (increase) in net current assets, excluding long-term debt due
within one year and notes payable to banks —
Cash and temporary cash investments .
Receivables. . ......... ... .. !

Refundable federal income taxes LR - o e

Fossil fuel stock .. .
Materiats and supplies.
Accountspayable. . ... .. .o
Revenuestoberefunded . . ... ... .. .
Interest accrued . oty (A= B
Taxes accrued o JR L L
Other, net .

Other niet, including allowance for equity funds used during construction

Total internal sources

External Sources —

First mortgage bonds

Bonds retired ;

Preferred stock reacqum:d iNote 7).

Capital contribution by parent company

Pullution-control obligations, net

Obligations under capitalized leases

Increase (decrease’ in notes payable to banks
Total external sources ]

Gross Property Additions tincludes net AFUDC in the amount of
£74.110,000 in 1980, 358,586,000 ir. 1979 and 558,134,000
n 1978) )

T O T ML S W gy T —

1980 1979 1978
tIn Thousands!
$160,717 $ 88,659 8 74,122
160,664 137,275 140,087
105,299 61,970 25,151
10,700 - o

__ (32,189 (28,554) (38,9271
405,196 259,350 200,433
115,300 54,000 108,800
31.013 31.219 31.219
258,883 174,131 60.414
(13.398) 8.742 19,556
13.944) (14,915) 19.805)
(16.846) {3,154 25,985
(37 .841) 3.032 (37,846)
i821) (498) {2,038)
(11,662) 48,910 26,082
11,978 12,547) (12,8551
4,968 4,734 9 688
19,646 1442) 6,208
14,010 2.069 (6,798)
(61,930 46831 (10,935)
32421 2681 572
193711 246773 35200
250,000 - 200,000
- (118.433) (10,3451
174,000 66,445 47,200
B.B03 3, hRR 26.565
43,776 22.835 (754)
1255977 .;133.225 165,563
218,102 _212.76C 428229
3411813 $459,533 483,430

The accompanying notes are an integral part of these statements.
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Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES:

General—

The company is a whally owned subsidiary of The Southern
Company (SOUTHERN) which 18 the parent company of four
operating companies and a system service company. The

rating companies are engaged in the business of providing
electric utility service in four southeastern states. Operating
contracts among the cor panies, covering interconnection
arrangements, interchange of electric power and joint owner-
ship of generating facilitics, are subject to regulation by the
Federai Energy Regulatory Commission (FERC) and the
Securities and Exchange Commission (SEC). The system
service company provides, at cost, technical and other
specialized services to the parent company and to each of the
nperating companies.

The parent company 1s registervd as a holding company
under the Public Utility Holding Company Actof 1935  Holding
Company Act), and it and its subsidiaries are subject to the
regulatory provisions of the Act. The company is also subject
to regulation by the FERC and the Alabama Public Service
Commussion | APSC) and follows generally aceepted accounting
principles and the accounting policies and practices prescribed
by the respective commniissions.

Revenues—

Revenues. including those subject to refund, are included in
income as billed monthly to customers on a cycle billing basis.
Fuel Costs — ‘

Fuel costs are expensed as the fuel is consumed. The
company's rates include fuel and net purchased energy
adjustment clauses under which fuel and net purchased energy
costs above or below certain base levels are hilled, or credited, to
custorners on a current basis. The cost of nuclear fuel, including
the estimated cost of anticipated permanent storage of spent
fuel, is amortized to fuel expense based on the quantity of heat
produced for generation of electric energy. Such amortization
was 827,505,000 1 1980, 8,500,000 i 1979 and
$24.945,000 in 1978.

Final disposition of spent fuel may require adjustments to
fuel expense. Pending ultimate disposition, the company has
sufficient storage capacity at Plant Farley for storage of the
spent fuel into 1991 and 1994 for Plant Farley Unit Nos. 1
and 2, respectively,

Utility Plant -

Uulity plant is stated at original cost. Such cost includes
applicable administrative and general costs; payroll related
costs such as pensions, taxes and other fringe benefits; and
allowance for funds used during construction,

Allowance for Funds Used During Construction —

The allowance for funds used during construction represents
the estimated debt and equiity costs of capital funds which are
applicable to utility plant while under construction, The
composite rate used to determine the amount of the allowance,
net of the income tax effect of capitalized debit cost, was 8.3%
in 1980, 8.1% in 1979 and 8.2% in 1978, The company accuunts
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for the income tax effect of capitalized debt cost as a charge to
income tax expense assoctated with operations with a
corresponding credit to allowance for debt funds used during
construction.

Depreciation and Amortization —

Depreciation of the original cost of depreciable utility plant
in service is provided using composite straight-line rates which
approximated 3.43% in 1980, 3.46% in 1979 and 3.37% in
1978, and includes a factor to provide for the expected cost of
decommissioning nuclear facilities. The cost of decommission-
ing, based on decommussioning promptly after the unit is taken
out of service, 1s estimated at approximately 330,000,000 per
unit at Plant Farley. This estimate will be adjusted periodically
considering changing price levels and techne dogy. When
property subject todepreciation is retired or otherwise disposed
of in the normai course of business, its cost, together with its
cost of removal, less salvage, is charged to the accumulated
provision for depreciation.

The construction of Plant Barton was cancelled in 1977,
Obligations related to equipment design and engineering and
termination of contracts applicable to this plant amounted to
approximately 334,000,000, The company has received
regulatory approval to amortize and recover these costs as an
operating expense, ratably over a five-year period. Such
amortization is included in “Depreciation and amortization” and
amounted to 27,071,000 in 1980, $7,145,000 in 1979 and
37,116,000 in 1978,

Maintenance —

The cost of maintenance, repairs and replacements of minor
items of property is charged to maintenance eXpense accounts.
The cost of replacements of property (exclusive of minor items
of property) is charged to the utility plant accounts.

Pension Costs—

The company has a trusteed and non-contributory pension
pian which covers substantially all regular employees. The
policy of the company 1s to fund each year's accrued pension
cost for the plan, which amounted o 814,849,000 in 1980,
$13,111.000 in 1979 and $11,993,000 in 197% Of these
amounts, $9,466.000 in 1980, 8,712,000 in 1979 and
$7.258,000 in 1978 were charged to operating expenses, and
the balance was charged to construction and other accounts.

The actuanial present value of accumulated plan benefits at
January 1, 1980, totaled $130,322,000 for vested benefits and
86,946,000 for nonvested benefits. These amounts were
determined on the basis of accrued benefits as of January 1,
1980, whereas the plan is funded based on the premise that
the plan will continue in existence, which requires that future
events be considered. The net assets available for benefits at
January 1, 1980 amounted to $154,373,000. The weighted
average rate of return assumed in determining the actuanial
present value of accumulated plan benefits was 5%. The
unfunded prior service cost under the pian and supplemental
contracts araounted to approximately $16,290,000 and
$17,476,000 at December 31, 1980 and 1979, respectively, and
is being amortized over a period of approximately 15 years.
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Income Taxes—

The company provides deferred income taxes for substan-
tially all income tax timung differences as permitted by the
appropriate regulatory agencies. The company is included in
ﬂmm\‘r;olisdated federal income tax return of SOUTHERN
1see Note 5.

2, RATE MATTERS:

On December 20, 1978, the company filed with the APSCa
rate increase request estimated to increase retail revenues by
mcéximamly $288.8 million annually. On July 19, 1979, the
APSC issued an order making permanent 4 9-1/2% emergency
increase granted in March and granted an additional 5%
increase effective July 19, 1979 and an 8% increase effective
January 1, 1980. These increases in retail revenues aggregate
approximately $208.3 million annually. On appeal, the
Supreme Cowt of Alabama, on October 19, 1979, permitted
the company to bill, subject to refund, the 8% increase which
was otherwise not effective until January 1, 1980. The Court
subsequently remanded the proceeding to the APSC with the
admonition to “entér an order based on the evidence and
thereby meet its statutory obligation to the public.”

On December 28, 1979, the company filed with the APSCa
rate increase request estimated to increase retail revenues by
approximately $122.3 million annually based on a test year
ended November 30, 1979, On July 28, 1980, the APSC issued
an order granting an increase in retail revenues of $30.6 million
annually effective August 1, 1980, In connection with its appeal
of such APSC order to the Supreme Court of Alabama, the
conspany received, on August 13, 1980, an order +f the Court
authorizing the company to bill, subject to refund pending final
determination of the appeal, the balance of the requested
$122.3 million increase effective July 30, 1980.

On March 12, 1981, under remand orders by the Supreme
Court, the APSC entered a final order in both proceedings
implementing a settlement agreement among the APSC, the
company and certain other parties. As a result, $19.7 million of
revenues from the $208.3 million increase granted in July 1979
are no longer subject to refund. Adcitionally, an increase of
approximately $92.5 million annually was made e fective from
July 30, 1980 through February 28, 1981. Refunds of approxi-
mately $17 million will be made from revenues billed during
such period under the August 1980 order of the Supreme Court
of Alabama The $92.5 million increase i3 lowered to 880
million annually effective March 1, 1981

The settlement resulted in a decrease in the company's
earnings from those previously released for the year ended
December 31, 1980, tu reflect a refund of 11,978,000 of
revenues billed during the year, which. after giving effect to
applicabile taxes, reduced net income by 36,018,000,

On November 5, 1980, the company filed a wholesale rate
increase application with the FERC estimated to increase
wholesale revenues by $23.4 million annually based onthe test
year 1981, On January 2, 1981, the FERC suspended the
company's filed rates until June 3, 1981, The outcome of this
pending rate proceading cannot now be determined.

Pervg— N P — e R W I N e g [ T ————

pp——— i e L e o e s L s e e e e L T ———

e e i B e T e e e o o

3. CONSTRUCTION PLAN, FINANCING AND
FUEL COMMITMENTS:
Construction Plan—

The company’s estimated construction additions, as
of October 17, 1980, amount to 3487.318,000 in 1981,
$513,385,000 in 1982 and 8525,758,000 1n 1983.

The construction program is subject to periodic review and
revision, and actual construction costs incurred and commercial
operation dates may vary from estimates because of factors
such as granting of timely and adequate rate increases, new
estimates of increased costs, revised load estimates and the
availability and cost of capital, Because of these factors, the
company’s construction program has been reduced in recent
vears, primarily through postponements of planned generating
units and other facilities.

As a result of inadequate earnings and insufficient cash, the
company hegan implementing delays in construction of its
major generating plants and other construction projects in
December 1978. Although construction activities were
resun ~d at Unit No. 2 of Plant Farley and Walter Bouldin Dam
in August 1979 and at Harmis Damin August 1980, construction
delays continue at the other major projects. Unless adequate
rate increases are granted from time to time, additional con-
struction cutbacks will have to'be made resulting in substantial
increases in ultimate construction costs. These cutbacks may
adversely affect future reliability of electric service and eould
result in increased amounts of purchased power.

On October 23, 1980, the Nuclear Regulatory Commission
{NRC}issued an operating license for Unit No. 2 of Plant
Farley, and it is expected that it will be placed in commercial
operation in mid 1981.

On February 10, 1975, a break occurred at the company's
Bouldin Dam causing extensive damage and resulting in the
removal from service of the hydroelectric generating facilities
(225,000 kilowatts) at the dam. The costs of reconstruction
and repair are estimated to be approximately $42,565,000 and
822,180.000, respectively. In the ensuing prosecution of
claims and litigation, the company settled with machinery
breakdown insurance carriers and all-risk insurers for a total of
833,830,000 and its litigation against the contractors respon-
sible for construstion of the dam is still pending. The facilities
at the dam were retumned to service in late 1980,

Financing—

The ability of the company to carry out its construction plan
depends on the amount of funds generated internally and the
funds it can raise by external financing. The company’s primary
sources of external financing are ales of long-term debt and
preferred stock to the public, receipt of additional paid-in capital
from SOUTHERN, sale of pollution-controi revenue bonds by
public authorities and leasing of nuciear matenal.

Paid-in capital is planned to be provided, to the extent
possible, by SOUTHERN from the sale of additional common
stock tn amounts and at times not vet determined; however,
there iz no assurance that SOUTHERN can continte to sell
additional shares of its commwon stock in the amounts and with
the frequency that would be required to provide funds for the
company s construction program.
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In oroer to issue additional first mortgage bonds and pre-
ferred stock, the company must comply vith certain earnings
coverage requirements contained in its mortgage indenture
and corporate charter. The most restrictive of these provisions
require for the issuance of additional first mortgage bonds
that before-income-tax earnings, as defined, cover pro forma
annual interest charges on outstanding first mortgage bonds
at least twice: and for issuance of additional preferred stock,
that gross income available for interest cover pro forma annual
interest charges and preferved stock dividends at least one and
one-half times. These coverages, for first mortgage bonds and
for preferred stock for the year ended December 31, 1980, were
259 and 1.51, respectively.

Because the company has been unable to fund fully its
construction program with sufficient amounts of long-term
securities, its short-term unsecured borrowings have been
outstanding for longer periods of time and in larger amounts
than wotild otherwise be the case (see Note 4),

The company's ability to obtain funds from external sources
and generate adequate amounts of intermal funds which will
enable it to finance its construction program is dependent on
receiving adequate and timely rate relief (see Note 2). Should
the company be unable to obtain funds from external sources
in amounts which, together with internally generated funds,
would be adequate to carry out the present construction
program, further delays and possible cancellations would
be necessary.

Fuel Commitments —

To supply a portion of the fuel requirernents of its generating
plants, the company has entered into various long-term
commitments for the orocurement of fossil and nuclear fuels.
In some cases, such contragts contamn provisions for price
escalations and minimum production levels. In addition,
contracts with certain coal contractors require reimbursement
or purchase, at net book value, of their investments in mines or
equipment upon termination uf the contrac Additional
commitments for coal and for nuclear fue! will be required in
the future to supply the company's fuel needs.

4. NOTES PAYABLE TO BANKS:

The size of the company's constructinn program necessitates
substantial amounts of short-term unsectured borrowings.
Under the provisions of its charter; the company’s preferred
stockholders have approved an increase in the amount of
securities representing shart-term unsecured indebtedness,
which it may have outstanding until lanuary 1, 1982, from 10%
of secured indebtedness and other capital to 20% thereof. At
Decamber 31, 1980, such 20% limitation amounted to approxi-
mately $769,430,000. The company has been authorized by
the SEC under the Halding Company Act to have outstanding
through September 20, 1981 up to $575,000,000 of short-term
unsecured indebtedness. At December 31, 1980, the company
had lines of credit with banks totaling approximately
$428,000.000 of which $350.000,000 represents cormmit.
ments obtained under a revolving credit agreement with a
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group of ten banks outside its service area, terminating
September 30, 1981. In January 1981, the company exercised
its option under the Revolving Credit Agreement to recluce the
maximum commitment to $200,000,000. The agreement
contains: (1) restrictions which among other things, (a) limit
the amount of certain types of additional indebtedness which
the company may incur, and (b) require that a substantial
portion of the proceeds from sales of properties or securities,
with certain exceptions, be applied to repayment of the notes,
and {2) requirements for the payment of fees. These fees
amounted to $6.356,000 in 1980, 36,693,000 in 1979 and
$4,832,000in 1978

Arrangements with respect to the $78,000,000 remaining
lines of credit expire at various times during 1981 and provide
for average annual compensating halances primarily equal to
either 15% of the line, whether used or not, or 10% of each line
plus 10% of amounts borrowed. Because the arrangements are
based on an average balance, the company does not consider
any of its cash halances to be restncted as of any specific date.
Including compensating balances, the company has maintained
aperating account balances in these banks averaging approxi-
mately 89,858,000 in 1980 and 89,091,000 in 1879,

5. INCOME TAXES:

A detail of the total federal and state income tax provisions
is set forth below:

1980 1979 1978

{In Thousands)
Federal ~
Currently (refundable) = $ (4678 % 3154) & ~
Deterred . 110,871 68,540 33018
Deferved in prior years
(eredit) ! (10,091 (10.178: (10,483
Deferred investment
tax credits 10,700 - -
106802 55208 23435
State —
Currently payable . 3,151 - -
veferred . 5,205 4,289 2,388
Deferved in prior vears
(credit) : (731) (708 (743

762 3551 _ 1B4B

Total applicable o electric

operations 114,427 58,759 25,080
Income taxes applicable to
other incume (12730 __(L864) 2389

Total income taxes. . $113.154 # 56895 B 27469
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The company received a federal income tax refund of
$3,256,000 for the year ended December 31, 1979, and has
accrued a refund of federal income taxes of $20,000,000 at
December 31, 1980, attributable to the company s utilization
of net operating loss carry-forwards from 1978 and 1979,
«/hich were recorded as areduction in the provision for deferred
taxes in those years, and from the estimated use of investment
tax credits in SOUTHERN's consclidated income tax returmn
for 1980,

The provision for deferred income taxes results from the
company's tax deduction of accelerated depreciation and other
wnite-offs of property costs, as provided for by the income tax
laws, being significantly greater than the straight-line depre-
ciation of such costs. Income taxes deferred in prior years are
credited to income when straight-line depreciation of those
property costs exceeds the related tax deductions.

The total provision for federal income tax as a percent of
income before income tax was less than the statutory federal
income tax rate for the following reasons:

1980 1979 1978

Effective federal income tax
rate as reported

Reductions in tax expense
resulting from statutory
exclusions from taxable
income —

Equity component of the
allowance for funds used
during construction. .

Percentage depletion on
coal reserves mined .

Other .

Effective federal incomie tax
rate before effect of timing
differences . . .

Timing differences “flowed
through” for accounting and
rate-making purposes —

Using different depre-
ciation bascs and rates -
than are used for book

purposes, net o (1.8 (20 2.3
ol 3 2 { .1h

306% 370% 258%

<7
o
©
o
-

h-‘-
-3
—

s 3

475 48.8

Federal income tax statutory
rate ) ke 46.0%

46.0% 48.0%

Investment tax credits utilized i the consolidated tax retum
are allocated to the members of the SOUTHERN systern gen-
erating such credits. Deferred investment tax credits are amor-
tized over the life of the property which gave rige to the credits.
Such amortization is applied as a crediit 1o reduce depreciation
in the Statements of Income and amounted to $1,687,000 in
1980, $1,713.000 in 1979 and 81,666,000 in 1978, At Decen-
ber 31, 1980, investment tax credits totaling approximately
8232.000,000 expiring at various times from 1985 to 1987,
have not Leen utilized and are available to reduce federal
income taxes payable in future vears,
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6. OTHER LONG-TERM DEBT:

The annual first mortgage bond sinking furd requirement
due on June 1, 1981 (1% of the aggregate amount of bonds,
other than refunding bonds, authenticated prior to January 1)
amounts to $21,014,000. This requirement may be satisfied
by the deposit of cash or reacquired bonds or by the delivery
of bonds specifically authenticated for such purpose against
unfunded property additions. Satisfaction of the sinking fund
requirement by delivery of bonds against unfunded property
additions 1s dependent upon compliance with certain eamings
coverage requirements discussed in Note 3.

Details of other long-term debt are as {ollows:

December 31,
1980 1979
{In Thousands)
Obligations incurred in connection
with the sale of tax exempt
pollution-control revenue honds
by public authorities —
December 1, 1980, 740%, .. .. 8 - $ 1,000
December 1, 1981, 7.55%. 4 500 500
December 1, 1982, 7.70% . . . 500 500
December 1, 1983, 7.85%. 500 500
December 1, 1984, 8% . . 3,500 3,500
December 1, 1995 to 2004
(due senally), 9% to 9:4% 18,700 18,700
2003-2010, 6% to P2%. . . .. 175,950 171,700
Less funds op deposit with d
trustee. IO (25,514)  (31,067)
174,136 185,333
Capitalized lease obligations —
Nuclear fuel P 130,340 84,656
Vehicles . ‘ ! 12,913 14,558
Office buildings .. .. ... 10,556 10,661
Other , 1.121 1,279
154,930 111,154
$320,066 $276,487

Pollution-control obligations represent installment purchases
of pollution-cantrol facilities financed by funds derived from
sales by public authorities of revenue bonds. The company is
required to make annual payments sufficient for the authonities
to meet principal and interest requirements uf such bonds. With
respect to 832,500,000 of such poliution-cont:al obligations.
the company has authenticated and delivered to the trustees a
like principal amount of first mortgage bonds as security for
its obligation under the installment purchase agreements. No
principal or interest on these first mortgage bonds is payable
unless and until a default occurs on the installment purchase
agreements.

The company has capitalized leased nuclear material and
recorded the related lease obligations. One arrangement
provides for the payment of interest monthly, inadvance, based
on the prime interest rate, as defined, plus 174% (18.125% at
December 31, 1980 and 17 .375% at December 21, 1979). The
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other arrangement provides for the payment of interest at the
time of each extension of credit at an interest rate based on the
secundary market hid discount rate for time certificates of
deposit, plus certain additional charges (approximately
23.31% at December 31, 1980 and 16.65% at December 31,
19791, Principal payments are required under both arrange-
ments based on the cost of fuel burned.

The company has also capitalized certain vehicle, office
building, equipment and other leases. Monthly principal
payments plusinterest are required, and at December 31, 1980,
the interest rate was 18.0% for vehicles, 9.5% for office
buildings and the composite interest rate fur other leases was
17.51%. Corresponding interest rates for 1979 were 17.25% for
vehicles, 9.5% for office buildings and the composite interest
rate for other leases was 13.24%.

The estimated aggregate annual maturity of the company’s
capitalized lease cbligations through 1985 15 as follows:
$31.924.000 in 1981, $52,503.000 in 1982, $34.973.000 in
1983, $19,51 1,000 1n 1984 and 84,737,000 in 1983.

Long term debt due within one year at December 31, 1980,
consists of $15,000,500 of first mortgage bonds, 8500,000 of

stution-control ubligations and £31.924,000 of capitalized

ease obligations.

7. PREFERRED STOCK it TTO
MANDATORY REDL: 5 « *

The 11% preferred stock is subjec  acumulative sinking
fund requiring the company to annti...y redeem or purchase
25.000 shares ($2,500,000) of the stock commencing January
1, 1981, The company has the option to double the number of
shares redeemed in any one year beginning January 1, 1986.
The stock is redeernable for sinking fund purposes at $100 per
share, plus accrued dividends to the date of redemption. Dunng
1980, the company reacquired 25,000 shares to be used to
satisfy the January 1, 1981 sinking fund requirement. The
gain on reacquisition of 34380,000 for 1980 is included with
premium on preferved stock as shown in the Statements of
Capitalization.

8. INVESTMENT IN JOINTLY OWNED
FACILITIES:

The company and one of its affiliates, Georgia Power

Company (GEORGIA ', own equally all of the outstanding
ital stock of Southern Electric Generating Company

(SEGCO), which owns electric generating units with a total
rated capacity of 1,019,680 kilowatts, together with associated
transmission facilities. The capacity of these units is sold
equally tothe company and GEORGIA under a contract
expiring in 1994 which, in substance, requires payments
sutficient to provide for the operating expenses, taxes and debt
service, including a retarn on investment, whether or not
SEGCO has any capacity and energy available. The company’s
share of such amounts totaled 368,882,000 in 1980,
364,849,000 in 1979 and $50.171.000 in 1978, and 1s included
in “Purchased and interchanged power, net” in the Statements
of income.

[n addition. the company has guaranteed uncanditionally the
obligation .f SEGCO under an installment sale agreement for
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the purchase of certain pollution-control facilities at SEGCO's
generating units, pursuant to which $17,400,000 principal
amount of pollution-control revenue bonds have been issued.
GEQRGIA has agreed to reimburse the company for the pro-
rata portion of such obligation corresponding to its then
proportionate ownership of stock of SEGCO if the company is
called upon to make such payment under its guaranty.

At December 31, 1980, the capitalization of SEGCO
consisted of $32,800,000 of equity and $47,215,000 of long-
term debt on which the annual interest requirement 1s
$3.037.000. Through December 31, 1980, SEGCO has paid
dividends equal to its net income.

The company and one of its affiliates, Mississippi Power
Company, own as tenants in commeon in the proportions of 60%
and 40%, respectively, a 500,000-kilowart steam electne
generating plant in Greene County, Alabama. The plant was
placed in service in 1965 and the company’s investment at
December 31, 1980 amounted to $53.606,000. The company's
share of expenses iz included in the corresponding operating
expense accounts in the Statements of Income.

9. DIVIDEND RESTRICTIONS:

The company's charter contains provisions which prohibit
the payment of cash common dividends (except those paid
concurrently with the receipt of a cash capital contribution in
like amount) in cases where retained earmnings are not at least
equal to two times annual dividends on the outstanding
Preferred Stock and Class A Preferved Stock. At December
31. 1980, thisrestriction amounted to 361,888,000, Inaddition,
various series of the company's outstanding first mortgage
bonds are entitled to the benefits of covenants restricting the
payment of cash dividends vr ~ommon stock. However, under
the terms of such covenants, the entire amount of earnings
retained in the business at December 31, 1980 is available for
the payment of cash common dividends.

10. NUCLEAR INSURANCE:

Under the Price: Anderson Act, the company maintains
agreemetits of indemnity with the NRC which, together with
private insurance. cover third-party liability arising from any
nuclear incident ocer'+ing at its nuclear power plant. The Act
limits public hability aims that could arise froma single
nuclear incident to $06G.000,000. Each reactor at the
company’s nuclear plant is insured against this liability to a
maximurn of 160,000,000 by private insurance  the maximum
amount presently available and the remainder is provided by
indemnity agreements with the NRC. In the event of a nuclear
incident, the company and each other licensee of a nuclear
power plant could be assessed up to 85,000,000 per incident
fur each licensed reactor operated by it, but not more than
$10.000,000 to be paid in a calendar vear. On the basis of its
ownership of one reactor in service and one reactor licensed for
service, the company could be assessed a maximumoaf
$10,000,000 for any such incident, but not more than
820,000,000 to be paid in any one vear.

The company is a member of Nuclear Mutual Limited, a
miitual insurer established to provide property damage
tnsurance for members’ nuclear generating plants. [n the event
of catastrophic loss payments by the insurer, the members are
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subject to assessments in proportion to their participation in
the mutual insurer. The present maximum assessment for the
curmny wouild be approximately $33,000,000.

, the company is a member of Nuclear Electric Insurance
Limited, a mutual insurer which provides insurance to cover
members' extra cost of replacement power resulting from a
prolonged accidental outage of nuclear units. The company is
insured against such increased costs in the amount of up to
$2,000,000 per week (starting 26 weeks after the outage) for
one year and $1,000,000 per week far the second vear.
Members are subject to assessments of up to five times their
respective annual premiurms if losses exceed the accumulated
funds available to the insurer. The present rmaximum assess-
ment for the company would be approximately $8,000.000.

11. ASSETS SUBJECT TO LIEN:

The company's mortgage, as amended and supplemented,
securing the first mortgage honds issued by the company,
constitutes a direct first lien on substantially all of the
company's fixed property and franchises.

12, QUARTERLY FINANCIAL DATA
(UNAUDITED):

Summarized quarterly financial data for 1980 and 1979 are
as follows.

Net [ncome
Operating Operating  After Dividends
Revenues, Incom=, on Preferred
Electric Electnc Stock
{Inn Thousands!
1980 (a)
First $207.639 862,129 822,043
Second 302,226 56,391 12,982
Third 457,313 94,374 57.526
Fourth 364,819 76,105 37,153
1979
First 244,657 7,058 B 2401
Second 271,178 42,889 3,343
Third 353,489 59,950 27,012
Fourth 204,299 56.653 18,684

i) The amounts for the first three quarters of 1980 have been
restated from those previously reported to reflect a reclassi-
fication of bulk power sales made under long-term contracts
initiated in 1980 and the settlement of a retail rate matter
as explained in Note 2. The effect of the reclassification
of bulk power sales was 1o increase operating revenues,
electric for the first three quarters by 33.945.000,
$5,929,000 and 314,422,000, respectively, with a cor-
responding increase in purchased and interchanged power.
The effect of the rate settlement on the third guarter was
to recluce operating revenues, electric by 84,453,000 and
operating incomie, electric and net mcome after dividends
on preferved stock by 32,237,000
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13. SUPTLEMENTARY INFORMATION
CONCERNING THE EFFECTS OF
CHANGING PRICES (UNAUDITED):

The following supplementary information concerning the
effects of changing prices is presented in accordance with the
g)z;eral concepts set forth in Financial Accounting Stanclards

rd Statement No. 53, as modified to reflect the economic
effects imposed on the company by regulatory authorities. It
should be viewed as an estimate of the approximate effects of
inflation, rather than a precise measure.

Constant dollar amounts represent historical cost stated in
terms of dollars of equal purchasing power, as measured by the
Consumer Price Index for all Urban Consumers. Current cost
amounts reflect changes in specific pnces of plant from the date
the plant was acquired to the present. They differ fromconstant
dollar amounts to the extent that specific prices have increased
more or less rapidly than the general rate of inflation. The
current cost of plant was deterrined by indexing each major
class of plant using the Handy-Whitman Index of Public Utility
Construction Costs. Current cost does not necessarily represent
the replacement cost of existing productive capacity because
the utility plant is not expected to be replaced precisely inkind.

The accumulated provision for depreciation for current cost
was developed by applying, for each major class of plant, the
same percentage relationship that existed between gross plant
and accumulated provision for depreciation on a historical
hasis to the adjusted plant data, Depreciation expense for both
methods was determined by applying the cwrent depreciation
rates to the respective indexed plant amounts reduced by the
amortization of investment tax credits which were first adjusted
to average 1980 constant dollar amounts by year of addition.

Increases in the cost of electric generating fue! are recov-
erable in revenues through operation of fuel cost recovery
mechanisms. Such increases effectively are receivables from
customers, Therefore. such increases are not included i
income but instead are treated as monetary assets. Income tax
expense was not adjusted because only historical costs are
deductible for income tax purposes.

Holding assets such as receivables, prepayments and inven-
tory, results in a loss of purchasing power during periods of
inflation because the amaunt of cash received in the future for
these items will purchase less, Conversely, holding monetary
liabilities, primarily long-term debt. results in a gain because
the payment in the future will be made with nominal dollars
having less purchasing power. The company has a net gain due
to the significant amounts of long-term debt outstanding.

Under the ratemaking preacribed by the regulatory
commissions to which the company 18 subject, only the
historical cost of plant s recoverabie 1n revenues and deprecia:
tion, and plant in rate base s limited to onginal cost. Therefore,
the cost of plant stated in terms of constant dollars or current
cost that varies from the histoncal cost of plant s not presently
recoverable in rates as depreciation. The amount of this vani-
ance that acerued as a resuit of inflation in the current year1s
reflected as an adjustment tonet recoverable cost. While the use
of debt financing reduced the effect of this loss on the common
stockholder, earnings were nut adequate to offset the ernsion in
the purchasing power of its investrent.
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Statement of Income Adjusted for Changing Prices

for the Year Ended December 31, 1980 Constant Current
Dollar Cost

(In Thousands of Average 1980 Dallars)

Income applicable to common stockholder, asreported .. .. .. ... .. - $ 129,704 B 129704

Erosion of common stockholder's equity because of changing prices:
Cost in excess of the original cost of productive facilities not recoverable in rates

as depreciation—

Reportable as an additional provision for depreciation. R L 106,323 123.690
Reportable as a reduction to net recoverable cost 5 A1 319,117 182,468
425,440 316,158

Excess of the general level of prices ($834,672) in the current yea~ nver increase in
specific price changes (8725390 . ... ... ... ... . I 109,282
Offsetting effect of debt ﬁnancmg ] T o S U LA T T (305,406) (305,406
Net erosion of common imcl\hoider s equity . . . 120,034 120,034

Income (loss ) applicable to common stockholder, as ad;usted“ { mdudmg the effect of
debtfinancing) ... .. ... ... oo A IR ek g A v .8 9670 5 __9670

*At December 31, 1980, current cost of property, plant and equipment, net of accumulated depreciation, was $&.2 billion, and
historical cost or net cost recoverable through depreciation was $4.1 billion.
** Adjusted income (loss) applicable to the comimon stockholder would be $23.4 million on a constant dollar basis and (34.0 million)
on a current cost basis if only the amount reportable as an additional provision for depreciation were deducted from the reported
amount of such income.

Five-Year Com Eganson of Selected Supplementary Financial Data

Adjusted for Effects of Changing Prices _
1980 1979 1978 1977 1976
Operating Revenues, Electric: (In Thousands)
~ Historicalcost . ... ... ... ... ... $1,421,997 81,163,623 $1.014,443 3 968,693 $ 699,667
Asadjusted*. . .. PR 1,421,997 1,326,530 1,278,198 1,317,422 1,014,517
Income (loss) applicable to common
stockholder:
Historical cost .. .. .. . 8 129,704 $ 57440
As adjusted for the net erosion of
common stockholder’s equity™ , 9670 (68,8241
Common stockholder's investment
(net assets), at year-end:
Historical cost = . . . $1,211.417 $1,022,533 § 052,648 8 971,626 3 858300
As adjusted* 1 g o . 1,162,960 1,094,110 1,162,231 1,202,263 1.218,786
Excess of the general level of pnce.
over increase in specific price changes® $ 109,282 $ 295136
Effect of debt financing® . .. . . $ 305406 § 363.154
Return of average common equity;
Historical = . oy 11.61% 5.82%
As adjusted for the 'wt erosion of
common stockhiolder's equity® 0.86% i6.971%
Cash dividends declaved
Historical cost . $ 115,300 $ 54,000 $ 108,800 3 94,900 S H0.000
As adjusted® o 115,300 61,560 137,088 129,064 87,000
Average consumer price index 246.8 2174 1954 181.5 170.5

*Adjusted amounts represent average 1980 dollars.
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General Officers

Joseph M. Farley, President

Alan R. Barton, Executive Vice President (1)
Elmer B. Harris, Executive Vice President
Jesse 8. Vogtle, Executive Vice President
William O. Whitt, Executive Vice President
Fred L. Clayton, Jr., Senior Vice President

John D. Jones, Senior Vice President

Kenneth L. Allums, Group Vice President

Bob Andrews, Vice President, Human Resources
S. H. Booker, Vice President, Energy Services
T "~ ]. Bowden, Vice President and Treasurer

£ 1 E. Bradley, Vice President,
+*ablic Information

Rayford F Davis, Vice President, Power Delivery
R. E. Huffman, Vice President, Operations Services

R. P. McDonald, Vice President, Nuclear
Generation

Jackson W. Minor, Vice President and Comptroller

G. Thornton Nelson, Vice President, Industrial
Development

Ollie D. Smith, Vice President, Corporate Real
Estate

Alvin W, Vogtle, Jr., Vice President

J.T. Young, Vice President, Fossil/Hydro Generation
Richard A. Bowron, Secretary

Charles M, Deason, Assistant Comptroller

Emest E. Glass, Jr,, Assistant Comptroller

Dale W, Oliver, Assistant Comptroller

Robert C. Ford, Assistant Secretary and
Assistant Treasurer

E. Ray Perry, A: sistant Secretary and
Assistant Treasurer

Dorothy 1.. Essig, Assistant Secretary
John H. Snyder, Assistant Secretary

W.L. Sanders, Jr.. Assistant Treasurer
William L. Smith, Assistant Treasurer
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Division Officers

W.D. Bolton, Vice President, Anniston

John B. Byars, Jr., Vice President, Eufaula
Hugh P. Foreman, Vice President, Montgomery
William L. McDonough, Vice President, Mobile
A.C. Rogers, Jr., Vice President, Tuscalcosa
H.H. Turner, Jr., Vice President, Birmingham

Transfer Agents

Alabama Power Company
600 North 18th Street
Birmingham, Alabama 35291

Chemical Bank

55 Water Street

New York, New York 10041

(For the 8.72% Preferred Stock and the 15.68%
Class A Preferred Stock)

Continental Stock Transfer & Trust Company
19 Rector Street

New York, New York 10006

( All series except 8.72% Preferred Stock and the 15.A8%

Class A Preferred Stock)

Registrars

The First National Bank of Birmingham
Birmingham, Alabama 35288

Citibank, N.A.

New York, New York 10015

Chemical Bank

New York, New York 10041

(Only for the 15.68% Class A Preferred Stock)

(1) Resigned June 1, 1980 to become president of
Mississippi Power Company

All executive officers are full-time employees of the company with the exception of Mr. Alvin W Vogtle, Jr.,
The Southern Company; and Mr. Robert C. Ford and Mr. E. Ray Perry, Southern Company Services, Inc.
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Directors

Joseph M. Farley, Birmingham (1965)%
President

Frank M. Moody, Tuscaloosa (1956/**
Chairman of the Board

The First National Bank of Tuskaloosa
Commercial Banking

. H. Mornis, 11, Enterprise (1956,

President

FabricsAmerica Division

Bama Mill

Allied Products Corporation

Manufacturer and Finisher of Textile Products

T. Massey Bedsole, Mobile (1963*

Partner
Hand, Arendall, Bedsole, Greaves & Johnston
Attorneys

Howard Murfee, Prattville (1963)
Chairman of the Board

McQueen Smith Farms, Inc.
Diversified Farers and Ginners

< James C. Inzer, Jr., Gadsden (1965
Partner

Inzer, Suttle, Swann & Stivender, PA.
Attornevs

Alan R. Barton, Birmingham (1968)%(1)
Executive Vice President

Alvin W. Vogtle, Jr., Atlanta (1968)
President

The Southern Company

Electric Utility Holding Company

Crawford T, Johnson, 11, Birmingham (1960
President

Coca-Cola Bottling Company United, Inc.
Bottlers of Soft Drinks

G. Thormton Nelson, Birmingham (1960t
Vice President

Frank A. Plummer. Montgomery ‘19691
Chairman of the Board

First Alabama Bancshares, Inc.
Multibank Holding Company

$. Eason Balch, Birmingham ( 1970

Partner

Balch, Bingham, Baker, Hawthorne, Williams & Ward
Attarmey's

32

William J. Rushton, III, Birmingham (1970f
President

Protective Life Insurance Company

Sales and Service of Life and Health Insurance

John W. Woaods, Birmingham (19731t
Chairman of the Board

Alabama Bancorporation

Multibank Holding Company

Ernest F Ladd, Jr., Mobile (1974)
Chairman Emeritus

Southland Bancorporation
Muitibank Holding Company

Emil Hess, Birmingham (1975%
Chairman of the Board

Parisian, Inc.

Apparel

Fred Morgan Clark, Eufaula (1977

Senior Vice President and Director

United Federal Savings and Loan Association
Financial Service of Savings and Loan Association

John C. Webb, IV, Demopolis (1977
President

Webb Lumber Company, Inc.
Wholesale Lumber

Jesse 3. Vogtle, Birmingham (1979)
Execuiive Vice President

Willian O. Whitt, Birmingham (19791%
Executive Vice President

Elmer 3. Harris, Birmingham (1980
Executive Vice President

* - Audit Conmmittee member

e Audit Committee alternate member

t+ Executive Committee member

(1) Resigned June 1, 1980 to become president of
Mississippi Power Company

Years in parentheses indicate date of election.
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ALABAMA POWER COMPANY

L - S — 1 —
 gande e
! e raters et Feome . ¢
: : v 4
PR : Balance Sheets
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sl o Peel a4
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Assets and Other Debits

Utility plant
Accumulated provision for depreciation
Nuclear fuel
Accumulated provision for amortization
Net utility plant
Nonutility property (net)
Investment in subsidiary companies
Other investments and special funds
Total other property and investments
Cash and marketable securities
Working funds and specilal deposits
Receivables less provision for uncollectibles
Fuel stock
Other materials and supplies
Prepaymnents
Total current assets
Deferred debits
Total assets and other debits

Liabilities and Other Credits

Common capital stock
Preferred capital stock
Premium on preferred capital stock
Cain on cancellation of reacquired preferred
capital stock
Miscellaneous paid-in capital
Earnings vetained in the business (Note)
Total proprietary capital
Long~term debt-bonds
Other long~term debt
Unamortized premium and discount
Total capitalization
Notes payable
Accounts payable
Customer deposits
Taxes accrued
Interest accrued
Other current liabilities
Total current liabilities
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Other deferred credits
Total deferred credits
Injuriss and damages reserve
Total liabilities and other credits

Restated to reflect refund of retail revenues.

1981 1980
(Thousands of dollars)

$5,089,730 $4,734,920
(967,406) (850,296)
225,385 178,229
(66,129) (45,761)
2,392 2,272
17,403 17,278
12 14
~ 19,807 19,564
666 464
120,831 93,875
167,542 149,090
22,110 19,904
58,683 35,654
356!730 __512,739
81,219 60,408
$Z!773!§§3 553559!553
$ 224,358 $ 224,358
421,900 381,900
461 461
479 479
881, 145 725,145
117,098 99,613
I.EZS.ZEI 1,5310936
1,993,486 1,643,486
323,176 280,533
(15,838) (11,856)
) ) & 3¢EKZ9II9
— 30,700 393,996
163,796 151,007
20,231 18,615
39,386 21,842
57,269 55,493
22,517 25,621
333,899 666,574
413,501 333,236
56,236 43,592
21,642 19,892
491,379 396,720

1,793
$4,773,336

The accompanying notes are an integral part of these balance sheets,

2,390
$4,609,803



S e B e (T ALABAMA POWER COMPANY

SR 5 s Statements of Income

Twelve Months Ended March
1981 1980
(Thousands of dollars)

Operating revenues =

Sales of electricity $1,508,950 *51,207,026
Other operating revenues 10,537 9,579
Total operating revenues 1,519,487 1,216,605
Operating expenses -
Operation 792,702 * 631,602
Maintenance 105,065 87,414
Total operation and maintenance 897,767 719,016
Depreciation and amortization 129,074 123,832
Taxes other than income taxes 73,760 77,615
Income taxes 118,908 74,520
Total operating expenses 1,219,509 994,983
Total electric operating income 299,978 221,622
Steam heat operating incowme 272 482
Total operating income 300,250 222,104
Other income and deductdons =
Allowance for funds used during construction~-Other 38,000 25,884
Other income 8,823 10,733
Other “ncome deductions ; 607 797
Taxes (149) (2,515)
Total other income and deductions 46,365 38,335
Income before interest charges 346,615 260,439
Interest charges =
Interest on long~term debt 199,419 164,760
Amortization of debt discount, expense and premium 658 518
Other interest expense 46,788 . 52,697
Total interest charges 246,865 227,975
Allowance for funds used during construction =
Borrowed =~ Credit (38,410) (36,670)
Income tax effect ~ AFUDC - Borrowed - Credit (34,741) (33,168)
Net interest charges 173,714 158,137
Net 4income 172,901 102, 302
Dividends on preferred stock 31,554 31,219
Net income after dividends on preferred stock (Note) $ 141,347 s 71,083

* Operating revenues for 1980 were reclassified to include bulk power sales, made
under long-term contracts with neighboring utilities, which were previously
recorded as a credit to purchased and interchange power.

Restated to reflect refund of retail revenues,

The accompanying note is an integral part of these statements of income.




ALABAMA POWER COMPANY

Statements of Retained Earnings

Balance at first of period
Add (deduct):
Net income after dividends on preferred
stock
Cash dividends on common stock
Prefer s capital stock expense

Balance a1 end of period

Restated to reflect refund of retail revenues,

Twelve Months Ended March
1981 1980
(Thousands of Dollars)

$ 99,613 $110,530
141,347 71,083
(122,000) (82,000)

(1,862) -
$117,0098 $ 99,613

The accompanying note 1is an integral part of these statements of retained earnings.
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ALABAMA POWER COMPANY

NOTES TO INCOME ACCOUNT AND BALANCE SHEET
March, 1981

) 38 The financial statements include increased revenues resulting from
revised rates applicable to sales for resale in effect from September 12, 1974 to
October 1, 1976, subject to refund, as shown below:

1974
Case
To Date
(Thousands of Dollars)
Sales For Resale

1 Revenues $29,333
2 Income Taxes 14,448
3 Other Taxes 77
4 Net Income 514;808

- On December 20, 1978, Alabama Power Company (COMPANY) filed with the Alabama
Public Service Commission (APSC) a rate increase request estimated to increase retail
revenues by approximately $288.8 million annually. On July 19, 1979, the APSC issued

an order making permanent a 9-1/2% emergency increase granted in March, 1979 and granted
an additional 5% increase effective July 19, 1979, and an 8% increase effective

January 1, 1980, These increases in retall revenues aggregate approximately $208.3
million annually, On appeal, the Supreme Court of Alabama, on October 19, 1979,
permitted the COMPANY to bill, subject to refund, the 8% increase which was otherwise
not effective until January 1, 1980, The Court subsequently remanded the proceeding

to the APSC with the admonition to "enter an order based on the evidence and thereby
meet its statutory obligation to the public."

On March 12, 1981, under remand orders by the Supreme Court, the APSC
entered a final order implementing a settlement agreement among the APSC, the
COMPANY and certain other parties. As a result, §19.7 million of revenues from
the $208.3 million increase granted in July, 1979, are no longer subject to refund.



St - S T i ALABAMA POWER COMPANY

NOTES TO INCOME ACCOUNT AND BALANCE SHEET
(Continued)
March, 1981

- 1 On December 2%, 1979, the COMPAMY filed with the APSC a rate increase
request estimated to increase retail revenues by approximately $122.3 million annually
based on a test vear ended November 30, 1979, On July 28, 1980, the APSC issued an
order granting an increase in retail revenues of $30.6 million annually effective
August 1, 1980, In connection with its appeal of such APSC order to the Supreme Court
of Alabama the COMPANY received on August 13, 1980, an order of the Court authoricing
the COMPANY to bill, subject to refund pending final determination of the appeal, the
balance of the requested $122.3 million increare effective July 30, 1980,

On March 12, 1981, under remand orders by the Supreme Court, the APSC
entered a final order implementing a settlement agreement among the APSC, the COMPANY
and certain other parties. An increase of approximately $92.5 million annually was
made effective from July 30, 1980, through February 28, 1981. The $92.5 million increase
is lowered to $80 million annually effective March 1, 1981, The settlement resulted
in a decrease in the COMPANY's earnings for the period July 30, 1980, through
February 28, 1981, to reflect a refund of $17,134,000 of revenues billed during the
period, which, after giving effect to applicable taxes, reduced net income by
$8,609,000,

Below is an analysis of the estimated refund which was recorded in
the current month. 7f the net refund, $6,07%,000 was recorded as an adjustment to
retained earnings for the period July 30, 1950, through December 31, 1980, The
effect on net income for 1981 is $2,591,000.

E Estimated Refund
Recorded in
Current Month

Retail

5 Revenues $(17,134)
6 Income Taxes (7,786)
7 Other Taxes (739)

8 WNet Income [ §§;6093



ALABAMA POWER COMPANY

.,, -

" e e Statements of Sources of Funds for Gross Propertv Additions

SQURCES

Net income
Less - Dividends on common stock
Dividends on preferred stock

Add (deduct) principal noncash items -
Depreciation and amortization
Deferred income taxes, net
Deferred investment tax credits
Allowance for equity funds used during
construction

Decrease (increase) in net current assets,
other than long-term debt due within
one year and notes payable to banks -

Cash and temporary cash investments
Keceivables

Materials and supplies

Accounts payable

Taxes acecruad

Interest accrued

Other, net

Other, net*
Total funds from internal sources

Sales of securities =~
First mortgage bonds
lLess - bonds retired
Preferred stock
Less - preferred stock redeemed

Capital contributions by The Southera Company

Pnllution control obligations

Sales of property, net book value

Obligations under capitalized leases

Increase (decrease) in interim obligations
Total funds from external sources

GROSS PRCPERTY ADDITIOQNS

* TIneludes allowance for equity funds used du

ew

Twelve Months Ended

March

1981

1980

(Thousands of Dollars)

$172,901
122,000

31,554

19, 347

154,761
102,507
14,384

(38,000)

252,999

(7,171)
(27,134)
(20,657)

15,705

17,545

1,775
_(27,433)

(47,370)
(2,284)

203,345

350,000

40,000
390,000
156,000

6,107
73
36,5136

(363,296)

225,420

8478765

— el

ing construction.

$102,302

82,000
_31,219
(10,917)

140,854
77,728

(25,884)
181,781

35,345
(11,961)
(44,141)

22,466
(195)

3,681
(5,633)
(438)

12,638

193,981

18,433
2,500
(20,933)
99,445
6,64°
415
19,950
155,193

260,715

$454,696
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ALABAMA POWER COMPANY

Internal Cash Flow for
Joseph M. Farley Nuclear Power Station
(Dollars in Thousands)

1980 1981
Actual Projections
Net Income After Taxes $160,717 §131,425
Less Dividends Paid (146,313) (172,703)
Retained Earnings 14,404 (41,278)
Adjustments:
Depreciation and Amortization 160,669 281,573
Deferred Income Taxes and
Investment Tax Credits 115,999 81,932
Allowance for Funds Used During
Construction (Gross) (112,028) (89,100)
Total Adjustments 164,640 204,405
Internal Cash Flow $179,044 $163,127
Average Quarterly Cash Flow 6,7 $ 40,782
Percentage Ownership in all
Operating Nuclear Units:
Joseph M. Farley Units 1 and 2 100%
Maximum Total Contingent Liability $20,000

Note: Includes Farley Unit 2 which is estimated to be in commercial
operation in mid-1981.
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Aizpama Powsr Company
800 North 18th Strast

Post Otfice Box 2641
Birmingham, Alabama 3529
Telapnong 205 323-5341

Travis J. Bowden L!b“

vice President and Treasures Alabama POWCT

[he southern gleging sysiem

May 5, 1981

Mr. Jerome Saltzman

Chief, Antitrust and Indemnity Group
Nuclear Reactor Regulation

Nuclear Regulatory Commission
Washington, D.C. 20555

Dear Mr. Saltzman:

Enclosed is the annual submission of Alabama Power Company with
respect to the retrospective premium guarantee required under the Price-
Anderson Act, as amended, applicable to its Joseph M. Farley Nuclear Plant.
We have elected to satisfy this guarantee requirement by submitting annual
certified financial statements and cash projections, showing that a cash
flow can be generated and would be available for payment of retrospective
premiums up to $20,000,000 wicthin three months after submission of the
statement. In this connection, enclosed are the following:

1. 1980 Annual Report which includes financial statements
for the calendar year 1980, together with the report
on such statements by Arthur Andersen & Co., independent
public accountants;

2. Unaudited Financial Statements for the quarter ended
March 31, 1981;

3. Cash Flow Projections for the period January 1, 1981
through December 31, 1981, showing that cash flow for
$20,000,000 can be generated and would be available ror
payment of retrospective premiums withia three months
after submission of the statement.

Please acknowledge receipt of the enclosures by signing and
returning copy of this letter.

Yours very truly,

SR 1. A0Y 1

Travis J. Bowden
TJB: ba

Enclosures



