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Cautionary Note Regarding Forward-Looking Statements
Certain information contained in this presentation is forward‐looking information based on current expectations and plans that involve risks and uncertainties. Forward‐looking information includes, among other
things, statements concerning projected costs and schedules for the completion and start-up of ongoing construction projects, earnings per share guidance, future dividend growth, expected economic
development, expected capital expenditures, expected financing plans, growth opportunities, retail sales growth projections and power market outlooks. Southern Company cautions that there are certain factors
that can cause actual results to differ materially from the forward‐looking information that has been provided. The reader is cautioned not to put undue reliance on this forward‐looking information, which is not a
guarantee of future performance and is subject to a number of uncertainties and other factors, many of which are outside the control of Southern Company and its subsidiaries; accordingly, there can be no
assurance that such suggested results will be realized. The following factors, in addition to those discussed in Southern Company’s and its subsidiaries’ Annual Reports on Form 10‐K for the year ended
December 31, 2015, and subsequent securities filings, could cause actual results to differ materially from management expectations as suggested by such forward‐looking information: the impact of recent and
future federal and state regulatory changes, including legislative and regulatory initiatives regarding deregulation and restructuring of the electric utility industry, environmental laws regulating emissions,
discharges, and disposal to air, water, and land, and also changes in tax and other laws and regulations to which Southern Company and its subsidiaries are subject, as well as changes in application of existing
laws and regulations; current and future litigation, regulatory investigations, proceedings, or inquiries, including, without limitation, Internal Revenue Service and state tax audits; the effects, extent, and timing of
the entry of additional competition in the markets in which Southern Company’s subsidiaries operate; variations in demand for electricity and natural gas, including those relating to weather, the general economy
and recovery from the last recession, population and business growth (and declines), the effects of energy conservation and efficiency measures, including from the development and deployment of alternative
energy sources such as self-generation and distributed generation technologies, and any potential economic impacts resulting from federal fiscal decisions; available sources and costs of natural gas and other
fuels; effects of inflation; the ability to control costs and avoid cost overruns during the development and construction of facilities, which include the development and construction of generating facilities with
designs that have not been finalized or previously constructed, including changes in labor costs and productivity, adverse weather conditions, shortages and inconsistent quality of equipment, materials, and labor,
contractor or supplier delay, non-performance under construction, operating, or other agreements, operational readiness, including specialized operator training and required site safety programs, unforeseen
engineering or design problems, start-up activities (including major equipment failure and system integration), and/or operational performance (including additional costs to satisfy any operational parameters
ultimately adopted by any Public Service Commission (“PSC”)); the ability to construct facilities in accordance with the requirements of permits and licenses, to satisfy any environmental performance standards
and the requirements of tax credits and other incentives, and to integrate facilities into the Southern Company system upon completion of construction; investment performance of Southern Company’s employee
and retiree benefit plans and the Southern Company system’s nuclear decommissioning trust funds; advances in technology; state and federal rate regulations and the impact of pending and future rate cases and
negotiations, including rate actions relating to fuel and other cost recovery mechanisms; legal proceedings and regulatory approvals and actions related to Plant Vogtle Units 3 and 4, including Georgia PSC
approvals and Nuclear Regulatory Commission actions; actions related to cost recovery for the integrated coal gasification combined cycle facility under construction in Kemper County Mississippi (the “Kemper
IGCC”), including the ultimate impact of the 2015 decision of the Mississippi Supreme Court, the Mississippi PSC’s December 2015 rate order, and related legal or regulatory proceedings, Mississippi PSC review
of the prudence of Kemper IGCC costs and approval of further permanent rate recovery plans, actions relating to proposed securitization, satisfaction of requirements to utilize grants, and the ultimate impact of
the termination of the proposed sale of an interest in the Kemper IGCC to South Mississippi Electric Power Association; the ability to successfully operate the electric utilities’ generating, transmission, and
distribution facilities and Southern Company Gas’ natural gas distribution and storage facilities and the successful performance of necessary corporate functions; the inherent risks involved in operating and
constructing nuclear generating facilities, including environmental, health, regulatory, natural disaster, terrorism, and financial risks; the inherent risks involved in transporting and storing natural gas; the
performance of projects undertaken by the non-utility businesses and the success of efforts to invest in and develop new opportunities; internal restructuring or other restructuring options that may be pursued;
potential business strategies, including acquisitions or dispositions of assets or businesses, which cannot be assured to be completed or beneficial to Southern Company or its subsidiaries; the possibility that the
anticipated benefits from the acquisition of Southern Company Gas cannot be fully realized or may take longer to realize than expected, the possibility that costs related to the integration of Southern Company
and Southern Company Gas will be greater than expected, the ability to retain and hire key personnel and maintain relationships with customers, suppliers, or other business partners, and the diversion of
management time on integration-related issues; the ability of counterparties of Southern Company and its subsidiaries to make payments as and when due and to perform as required; the ability to obtain new
short- and long-term contracts with wholesale customers; the direct or indirect effect on the Southern Company system’s business resulting from cyber intrusion or terrorist incidents and the threat of terrorist
incidents; interest rate fluctuations and financial market conditions and the results of financing efforts; changes in Southern Company’s and any of its subsidiaries’ credit ratings, including impacts on interest rates,
access to capital markets, and collateral requirements; the impacts of any sovereign financial issues, including impacts on interest rates, access to capital markets, impacts on currency exchange rates,
counterparty performance, and the economy in general, as well as potential impacts on the benefits of the Department of Energy loan guarantees; the ability of Southern Company’s subsidiaries to obtain
additional generating capacity (or sell excess generating capacity) at competitive prices; catastrophic events such as fires, earthquakes, explosions, floods, hurricanes and other storms, droughts, pandemic
health events such as influenzas, or other similar occurrences; the direct or indirect effects on the Southern Company system’s business resulting from incidents affecting the U.S. electric grid,
natural gas pipeline infrastructure, or operation of generating or storage resources; and the effect of accounting pronouncements issued periodically by standard-setting bodies.
Southern Company and its subsidiaries expressly disclaim any obligation to update any forward‐looking information.
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NON-GAAP Financial Measures
In addition to including earnings in accordance with generally accepted accounting principles (GAAP), this presentation also includes historical adjusted earnings
excluding: (1) estimated probable losses relating to Mississippi Power’s construction of the Kemper IGCC; (2) costs related to the acquisitions of Southern Company
Gas, PowerSecure International, Inc. and a 50% interest in Southern Natural Gas Company, L.L.C (SNG); (3) costs related to the discontinued operations of Mirant
Corporation and the March 2009 litigation settlement with MC Asset Recovery, LLC; (4) the equity return related to the Kemper IGCC schedule extension; (5)
earnings of Southern Company Gas, excluding acquisition costs; and (6) debt financing costs related to the acquisition of Southern Company Gas. This presentation
also includes historical adjusted earnings per share (EPS) excluding these items as well as the additional shares of common stock issued to finance the acquisition of
the 50% interest in SNG. This presentation also includes a presentation of return on equity (ROE) for the years ended 2013, 2014 and 2015 based on earnings
excluding the estimated probable losses relating to the Kemper IGCC. Adjusted earnings, adjusted EPS and adjusted ROE are not measures of financial
performance under GAAP, and reconciliations to the most comparable GAAP financial measures are included in this presentation.
The estimated probable losses relating to the Kemper IGCC significantly impacted the periods presented and similar charges of uncertain amounts may occur with
uncertain frequency in future periods. Further costs related to the Southern Company Gas, PowerSecure and SNG acquisitions are expected to occur in connection
with related integration activities; however, the amount and duration of such expenditures is uncertain. Additional costs related to the discontinued operations of
Mirant Corporation are not expected to occur.
Earnings for the three and nine months ended September 30, 2016 include the earnings of Southern Company Gas since July 1, 2016 (the date of acquisition), as
well as debt financing costs related to the acquisition. Earnings of Southern Company Gas since September 1, 2016 include amounts related to its acquisition of the
50% ownership interest in SNG. In addition, EPS for the three and nine months ended September 30, 2016 include the impact of the shares of common stock issued
to finance a portion of the purchase price for SNG. The timing of completion of the acquisition of Southern Company Gas was uncertain at the time Southern
Company issued EPS guidance in January 2016, and the SNG acquisition was not probable at such time. Accordingly, Southern Company’s January 2016 guidance
did not reflect any earnings contribution from these acquisitions or the financing costs related to the acquisitions. In addition, earnings for the three and nine months
ended September 30, 2016 include additional allowance for funds used during construction (AFUDC) equity as a result of extending the schedule for the Kemper
IGCC construction project. Southern Company’s January 2016 earnings guidance assumed construction would be complete and AFUDC equity would cease by
August 31, 2016. As a result, Southern Company believes a presentation of EPS excluding these items provides investors with information comparable to the
January guidance. Management also uses such measures to evaluate Southern Company’s performance in 2016.
This presentation also includes projected adjusted EPS for future periods excluding costs for the acquisitions noted above and the Wholesale Gas Services business
of Southern Company Gas. As noted above, the amount and duration of costs related to the acquisitions described above is uncertain. Presenting earnings and
EPS excluding Wholesale Gas Services provides investors with an additional measure of operating performance that excludes the volatility that results from mark-tomarket and lower of weighted average cost or current market price accounting adjustments. Management expects to use earnings and EPS excluding these items to
evaluate Southern Company’s performance.
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Overview
Tom Fanning
Chairman, President & CEO

The Whats and the Hows
Customer-centric Business Model

Our Values
Safety First

Our Strategy
Maximize long-term
value to shareholders
through a customer,
community, and
relationship-focused
business model that
produces sustainable
levels of return on
energy infrastructure

Bigger than our bottom line

We believe the safety of our employees and customers is
paramount. We will perform and maintain every job, every
day, safely

Unquestionable Trust
Honesty, respect, fairness and integrity drive our behavior.
We keep our promises, and ethical behavior is our standard

Superior Performance
We are dedicated to superior performance throughout our
business. We will continue our strong focus on innovative
solutions, improving how we run our business, and our
commitment to environmental stewardship

Total Commitment
We are committed to the success of our employees, our
customers, our shareholders and our communities. We fully
embrace, respect, and value our differences and diversity
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Our Value Proposition & Financial Objectives
• Superior risk-adjusted total
shareholder return

• Strong, sustainable, returns on
invested capital

• A high degree of financial integrity and
strong investment grade credit ratings

• Regular, predictable, sustainable
EPS and dividend growth

92%

State-regulated
electric utilities

78%
Projected
Earnings
Contribution
in 2021

Earnings
Contribution
in 20151

5%

8%
Long-term contracted business models

V = f (, R)
1. See slide 87 for additional information regarding non-GAAP financial measures.

17%

State-regulated
electric and gas utilities

95%
Long-term contracted
business models
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“Make, Move and Sell” is evolving…as is SO
Beliefs
• New capacity needs are getting
deferred by slower growth

Make

• Central station generation will remain
important long term
• Gas, renewables and nuclear are
dominant long-term solutions
• Environmental pressures will continue
for all fossil resources
• Transmission is vital, especially in light
of renewable resource growth

Move

• Distribution will evolve along with
resource and usage trends
• Gas infrastructure will grow
– Safety and reliability programs
– Interstate transmission

Sell/
Consume

Execution
• Build and own utility scale
renewables, where applicable
• Develop solutions for distributed
energy resources/solutions
• Preserve options for new capacity
• Take a pragmatic approach to
transitioning the fleet
• Remain focused on reliability,
hardening
• Stay ahead of the curve on automation/
modernization
• Continue to be proactive with pipeline
replacement programs
• Invest in contracted, operationallystrategic interstate pipelines

• Energy efficiency, productivity and
adaptive technologies will improve

• Develop a model for long-term value
with distributed energy resources

• Electric and natural gas
vehicle/transportation infrastructure
will grow

• Become the provider of choice for
distributed infrastructure solutions

• Distributed energy resources will
become commonplace for large C&I

• Leverage customer and technology
provider relationships
• Continue focus on R&D
9

Filling in the energy value chain to sustain growth
Then…
Fuel
Supply

Generation

Wholesale

Midstream

Gas
Storage

Transmission

Distribution

Customer
Service

Retail

ValueDistributed
Added
Energy
Products Infrastructure

Energy
Services

Retail

ValueDistributed
Added
Energy
Products Infrastructure

Energy
Services

(including 50% of Southern Natural Gas)

…and now
Fuel
Supply

Generation

Wholesale Midstream

Gas
Storage

Transmission

Gas
Distribution
Electric
Distribution

Customer
Service
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Major Accomplishments Support an Improved Profile
• Southern Power growth opportunities
• Outstanding results with landmark capital markets transactions
• Acquisition of Southern Company Gas (formerly AGL Resources)
• Acquisition of a 50% interest in the equity of Southern Natural Gas
• Plant Ratcliffe IGCC at Kemper County
– Rate recovery for in-service assets
– Electricity production using syngas
• Vogtle Units 3 and 4
– Settlement of commercial litigation
– Prudence stipulation, subject to Commission approval
– Construction progress
• Acquisition of PowerSecure
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Who is PowerSecure?
Low-risk business model, behind the meter infrastructure with high quality customers

Distributed Generation

Total $443M

Products & services: onsite generation, switchgear,
microgrid, energy storage and solar solutions
Customers: data centers, healthcare, military and
national accounts

Energy Efficiency

Distributed
Generation
54%

Products & services: highly engineered solutions for
maximizing energy efficiency
Customers: energy service companies (ESCOs),
government, “big box” retailers, department stores, high-end
retailers, utilities, and grocery/drug/convenience stores

Utility Infrastructure
Products & services: T&D, substation, cyber security,
engineering & design
Customers: utilities, commercial and industrial customers

Energy Efficiency
14%

Utility
Infrastructure
32%
2015 Revenue
12

PowerSecure is positioned to grow
Strategic Alliance
• Southern Company brand is
positively impacting the large data
center customer pipeline
• Affiliates have a new portfolio of
solutions and a ready made
fulfillment arm for their customers

• Portfolio of long-term contracts
with high quality customers
• Combining PowerSecure storage
solution with Bloom Servers as a
standard offering
• Provides momentum to long-lived
distributed infrastructure business
model

Depth and breadth of capabilities continue to expand on
PowerSecure’s already outstanding national reputation
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Our value proposition is strengthened and lengthened

V = f (, R)
(value is a function of risk and return)



R

V

Lower event risk

5% adjusted EPS growth1

Objective:

State-regulated and longterm contract business
model continued

Stronger projected cash
flow and dividend support

Superior risk-adjusted total
shareholder return

Acquisitions have
increased diversity of
growth and risk

Sustainable projected
returns on investment

Financial integrity has
been preserved

1. Excludes projected merger-related expenses and earnings from Wholesale Gas Services
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Traditional Electric Operating
Companies
Mark Crosswhite & Stan Connally
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Traditional Electric Operating Companies
Focused on the Fundamentals

• Safety, customer satisfaction and
reliability are ongoing priorities for
all four retail electric utilities
• We are only as successful as the
communities and economies we
serve
• Customer service, reliability and
compliance drive a robust capital
investment program
• Our focus on the fundamentals
supports constructive regulation and
sustainable returns on investment

4 SIMPLE RULES
Keep the lights on
Provide great service
Make it affordable
Make a difference
16

We’re only as successful as the communities and economies we serve

We invest in the
communities we are
privileged to serve
in many ways…

…and we work
hard to drive new
investment by
businesses in our
communities
17

Electricity use in our retail service territories
• 4.6 million customers with
customer
growth
•annual
4.6 million
customers
with of
annual customer
growth
approximately
1%

Projected Retail Kilowatt Hour Sales Mix
2017 - 2021

of approximately 1%

• Customer usage trends
•are
Customer
limitingusage
salestrends
growth
are limiting sales growth

– Multi-family housing
– Multi-family housing

Industrial
33%

Residential
33%

– Efficiency improvements in
–residential
Efficiency improvements
appliances and
in residential appliances
lighting
and lighting

– Energy saving initiatives by
– Energy saving initiatives
large C&I customers

Commercial
33%

by large C&I customers

• •Year-to-year
industrial
Year-to-year industrial
sales
willbe
be
sales growth
growth will
influenced
bythe
thestrength
strength
influenced by
ofofthe
and
the economy
economy and
economic development
economic
development
activities
activities

Annual retail kwh sales
growth is projected to be
0% to 1%
for 2017 to 2021
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A healthy capital investment program
• Continually evaluating capital
opportunities to better serve customers
and/or reduce operating costs
• Many compliance costs recovered via
dedicated regulatory mechanisms

Projected Capital Investment
Composition
2017 - 2021

23%

9%

• No CPP compliance investments
assumed in forecast period
36%
Projected Capital Investments
of $22B 2017-2021
Traditional Electric Operating Companies

$5.1B

$4.7B

$4.1B

$4.2B

32%

$3.7B
New Generation
Transmission and Distribution
All Other
Environmental / Pond Closures

2017

2018

2019

2020

2021
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Constructive regulatory framework to address
modest growth in rate base
Projected Total Capital Invested
in Traditional Electric Operating Companies

Capital invested,
including CWIP,
to serve both retail
and wholesale
customers

$45.2B

2017

$48.0B

$48.9B

$49.6B

$50.1B

2018

2019

2020

2021

Alabama:

Annual base rate (RSE) and clause filings

Georgia:

Vogtle prudence, 2019 rate case, 2019 IRP

Gulf:

2016 base rate case, annual clause filings

Mississippi: Kemper recovery, annual base rate (PEP) and clause filings
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Solid earned returns on investment

Traditional Electric Operating Companies
Earned ROE

Keys to continued success

12.6%

12.6%

12.3%

12.3%

12.1%

• Outstanding service and
reliability
• Mitigating O&M escalation
in light of 0% to 1% sales
growth
• Constructive regulatory
results

2011

2012

2013

2014

2015

Excludes impact of increase in Kemper cost estimate

See slide 31 for additional information regarding non-GAAP financial measures.
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Traditional Electric Companies – Supporting the
Value Proposition
Our focus on the fundamentals is a key driver of our success
Significant accomplishments on major projects, including regulatory
Visibility of allowed returns
A robust capital program, with upside long term
Focused on delivering sustainable returns on investment
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Appendix
Traditional Electric Operating Companies
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Vogtle 3&4 Prudence Stipulation
Subject to PSC approval

Prudent

Reasonable & Prudent
$1.75B
Remaining Spend

$3.4B
Costs Incurred Through 12/31/2015

$0.35B
Contractor Settlement

$4.42B
Certified Cost
(NCCR at 10.0% ROE)

$0.24B
Contingency

If costs are above $5.68B
• Burden of prudency
on Georgia Power
• AFUDC at LTD Rate
If in-service date is beyond
12/31/2020
• AFUDC at LTD Rate
• NCCR at 7% ROE

$1.02B
(AFUDC at
10.0% ROE)

Returns to most recently
approved base rate ROE
12/31/2020 or in-service
date, whichever is later
(currently = 10.95%)

$0.24B
Contingency
(AFUDC at LTD Rate)
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Vogtle Units 3 and 4 – significant construction progress
Unit 3
 Set the 5th and 6th layers of shield building panels
 Completed turbine building structural steel
 Set both moisture separator reheaters in the turbine building
 Set all three low pressure turbine lower outer casings
 Placed concrete in reactor cavity to elevation 98 ft
• Set Reactor Vessel (near-term)
• Set containment vessel ring 2 (near-term)
• Start Initial Energization (near-term)
• Set both Steam Generators (on the horizon)
• Begin reactor coolant piping installation (on the horizon)

The Heavy Lift Derrick setting the first
of two moisture separator reheaters (Unit 3)

Unit 4
 Set CA20 module (about 1,000 tons) in the auxiliary building
 All CA01 submodules have been upended in the module
assembly building
 Installed mechanical modules KB15 and KB16
• Set CA01 module inside containment (near-term)
• Set the first shield building panel (near-term)
• Place concrete in CA20 module walls (near-term)
• Set modules CA02 and CA03 (on the horizon)

Installing the last of the sixth layer shield
building panels (Unit 3)
25

Vogtle Unit 3
Roof Steel
Bridge Cranes
Generator
Stator

Annex Building

Moisture
Separator
Reheater

Low
Pressure
Lower
Casings
Shield Building
(Course 06)
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Vogtle Unit 4
CA05

Bay 1 Wall Rebar
(elevation 100 ft)

Condensers

CA04

CA20

House Steel
(elevation 171 ft)

Annex
Building
Basemat

Auxiliary Building
Exterior Walls
(elevation 100 ft)
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Vogtle Units 3 and 4 – module descriptions
CA01 – Structural steel module assembled in the on-site Module Assembly Building (MAB). Weighs
approximately 1,000 tons, is approximately 76 feet tall, and has an area of about 92 feet by 96
feet. Includes the steam generator compartments, the pressurizer compartments and part of the refueling
canal and is located in the Containment vessel
CA02 – Structural steel module assembled in the MAB. Includes part of the in-containment refueling
water storage tank (IRWST) wall and supports the passive residual heat removal heat exchanger
CA03 – Structural steel module that includes the remainder of the IRWST
CA04 – A structural steel module that functions as the reactor vessel cavity
CA05 – A structural steel module that functions as a wall inside containment separating and protecting
safety related equipment
CA20 – Structural steel module assembled in the MAB. Weighs approximately 1,000 tons, is
approximately 67 feet tall, and has an area of 46 feet by 68 feet. Includes the spent fuel pool, part of the
fuel transfer canal, and the cask loading pit and is located in the Auxiliary building
KB15 – “Degasifier Discharge Pump” module located in the Auxiliary building and made up of pumps,
valves, piping, and structural steel
KB16 – “WLS Degasifier Module” module located in the Auxiliary building made up of piping, tanks,
valves, and structural steel. WLS is the Liquid Radwaste System
28

Plant Ratcliffe IGCC at Kemper County

2X1 Combined
Cycle

Gas Clean-up
Systems

TRIGTM
Gasifiers
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Traditional Electric Operating Company Projected
Capital Investments
in billions

Total Total
2017 2018 2019 2020 2021 '17-'19 '17-'21
New Generation
Generation Maintenance
Transmission Growth
Transmission Maintenance
Total Transmission
Distribution Growth
Distribution Maintenance
Total Distribution
Nuclear Fuel
General
Environmental Compliance
Pond Closures
Traditional Electric OpCos

$0.6
0.8
0.1
0.6
0.8
0.5
0.5
1.0
0.2
0.5
0.9
0.4
$5.1

$0.7
0.6
0.1
0.6
0.8
0.5
0.4
0.9
0.3
0.4
0.7
0.3
$4.7

$0.4
0.8
0.2
0.6
0.7
0.4
0.4
0.9
0.3
0.4
0.4
0.3
$4.1

$0.1
0.9
0.2
0.5
0.7
0.4
0.4
0.8
0.4
0.4
0.6
0.4
$4.2

$0.0
0.5
0.2
0.4
0.6
0.4
0.3
0.7
0.4
0.3
0.8
0.3
$3.7

$1.7
2.2
0.4
1.8
2.3
1.4
1.3
2.7
0.8
1.2
2.0
1.0
$13.9

$1.9
3.6
0.9
2.6
3.5
2.3
2.0
4.3
1.5
1.9
3.5
1.7
$21.8

$5.2B of compliance
investments 2017 to 2021
Effluent
Limitation
Guidelines

All other

$0.6B
$1.3B
$1.6B
$1.7B
Pond Closures

Coal
Combustion
Residuals
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Traditional Electric Operating Company ROE
Reconciliation

Net Income, as reported
Kemper loss (after tax)
Adjusted Net Income
Average Common Equity
ROE, as reported
Adjusted ROE

2011
$2,052
$2,052

2012
$2,098
48
$2,146

2013
$1,533
681
$2,214

2014
$1,797
553
$2,350

2015
$2,185
226
$2,411

$16,243

$17,070

$18,053

$19,036

$19,996

12.6%
12.6%

12.3%
12.6%

8.5%
12.3%

9.4%
12.3%

10.9%
12.1%

31

Regulatory Mechanisms

Customers (thousands)
Allowed Return on Investment1
Base Rates
Alternative Ratemaking
Traditional Regulation
Other Regulatory Mechanisms

Alabama

Georgia

Gulf

Mississippi

1,467

2,480

455

188

5.75% - 6.21%

10.0% - 12.0%

9.25% - 11.25%

6.4% - 7.4%

Rate RSE

3 year accounting order

PEP-5A

ROE band

ROE band

Fuel









Purchased Power Energy







Purchased Power Capacity



Part of fuel mechanism
Integrated resource plan
and certification process





Environmental



Included in base rates









Energy Conservation
Plant Additions
Storm Reserve



(plus reliability reserve)

Integrated resource plan
and certification process







CWIP in Rates
Federal Mandates
Considerations



Forward Looking Test Year









New Plant Certification



Integrated resource plan
and certification process

Need determination
process

Certification process

Certified new nuclear costs

1. Allowed returns on ‘base’ (non-clause) investment: Alabama Power = weighted cost of equity (WCE); Georgia Power and Gulf Power = return on equity
(ROE); Mississippi Power = return on investment (ROI)
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Southern Company Gas
Drew Evans
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Business Overview
• Gas Distribution Operations includes
seven state-regulated local distribution
companies (LDCs), serving 4.6 million
customers

GAS LDCs and
Midstream Pipes

• Gas Midstream Operations includes
investments in six pipelines, including
Southern Natural Gas
• Gas Marketing Services complement
LDCs and midstream investments
• History of stable, predictable earnings
with sustainable capital investment
opportunities from these segments

34
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Gas Distribution Operations – State-regulated LDCs
• One of the largest LDC
operators in the U.S., serving
4.6 million customers
• Rates set through cost-based
regulatory mechanisms
including base rate cases and
infrastructure investment
programs

2016
Customers

Allowed
ROE

2016 Rate
Base

Nicor Gas (IL)

2.2M

10.17%

$1,763

Atlanta Gas Light (GA)

1.6M

10.75%

$2,456

Virginia Natural Gas (VA)

293K

10.00%

$641

Elizabethtown Gas (NJ)

286K

10.30%

$640

Florida City Gas (FL)

108K

11.25%

$209

Chattanooga Gas (TN)

64K

10.05%

$117

Elkton Gas (MD)

6K

N/A1

$9

1

An allowed ROE was not established for Elkton Gas in last rate case.

• Constructive regulatory
relationships in each
jurisdiction
• Sustainable capital
investment opportunities

(millions)

$9.4B
$8.8B
$8.0B
$7.3B
$6.6B
$5.8B

2016

2017

2018
2019
Rate Base

2020

2021
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State Regulatory Activity - LDCs
Safety-related pipeline replacement programs
Largest programs in IL, GA and VA have minimal recovery lag with authorized ROEs at or above 10%
Expected to replace 450 - 500 miles of pipeline per year
Atlanta Gas
Light

Virginia
Natural Gas

Florida City
Gas

Elizabethtown
Gas (NJ)

Elizabethtown
Gas

Multiple
Programs

“SAVE”
Program

“SAFE”
Program

“AIR”
Program

Proposed “SMART”
Program1

9 years

4 years

10 years

10 years

4 years

10 years

2023

2017, 20212

2021

2025

2017

2027

$250 million

$150 million

$35 million

$10 million

$30 million

$110 million

10.17%

10.75%

10.00%

11.25%

9.75%

TBD

Nicor Gas
“Investing in
Illinois”

Program Length
Program Expiration
Average Annual Spend
Authorized ROE
1 Subject
2

to review and approval of New Jersey Board of Public Utilities
Subject to approval with the Georgia Public Service Commission

Rate Case Timing
•

Elizabethtown Gas: Requested $19 million of rate relief primarily for past
infrastructure investment on September 1, 2016

•

Many of our LDCs expect to file rate cases over next 18 months
36
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Keys to continued success for LDCs
Focus on safety, reliability and customer satisfaction
Constructive regulatory results
Continue to minimize lag of capital expenditure recovery
Continue to deliver ROEs of approximately 10% over the long term
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Gas Midstream Operations
Midstream pipelines, storage, and LNG
• Pipelines are highly contracted with ROEs averaging 11%-12%
• “Demand pull” rather than “producer push”
• Greater than 90% of capacity under contract with investment-grade counterparties
Over $2B invested in operational
highly-contracted pipelines

Expecting to grow midstream pipeline investments
by approximately $950M over the next 5 years

Dalton
$150M
Magnolia

Atlantic
Coast
$250M

Horizon

Operational
Investments

Under
Development
Placeholders Investments
for growth
$300M

Southern Natural Gas
$2.1B

PennEast
$250M
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Gas Marketing Services
Strategy:

Focus where competition is open and business is ancillary and complementary to core LDC
business to maximize margin

Focus:

Marketing energy products and services to retail customers and providing excellent service
Annual net income of ~$90M driven primarily by SouthStar
Anticipate average annual growth of 3-4% through 2021

SouthStar Net Income
SouthStar Energy Services
Stable customer base has driven
consistent financial results
$69M
$50M

–

Markets natural gas to over 600,000
customers in select choice markets

–

Largest markets are Georgia and Illinois

–

100% Ownership following purchase of
PNY stake from DUK

–

Stable, credit-worthy customer base

Pivotal Home Solutions
–
2011

2012

2013

2014

2015

Provider of warranty and leasing services
for home appliances, pipes and wiring
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Growth driven by regulated investments
~$8 billion of capital investment expected over the 2017-2021 time period
•
•
•
•

Predominately regulated utilities and pipelines
Distribution capital with minimal regulatory lag
Pipeline projects are geographically diversified
Plan to finance growth in a manner supportive of existing credit profile

Projected Capital Investment 2017-2021

Projected Capital Investments
Southern Company Gas
$1.7B

$1.8B

$0.3B

$0.5B

Highly-contracted
Midstream
Pipelines

$1.7B
$0.3B

$1.3B
$1.2B

$1.4B

$1.3B

$1.4B

$1.3B

$1.2B

2017

2018

2019

2020

2021

14%

86% Stateregulated
LDCs
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Stable, Predictable, Diversified Earnings Growth
Over 80% of projected growth is from regulated and
midstream investments with minimal regulatory lag

Projected Adjusted Net Income 2017-2021
$600M1

$420M1

Gas Distribution Operations (LDCs)
Highlycontracted
Midstream
Pipelines

Steady customer growth and infrastructure investment
programs drive growth

State-regulated
LDCs

30%
Contribution
to earnings 54%
growth

Gas Midstream Operations
Growth from highly covered, contracted pipeline investments

16%

2017

1Excludes

Gas
Marketing
Services

Gas Marketing Services
2021

Maximizing value in competitive markets with stable and
reliable earnings
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earnings from Wholesale Gas Services

Appendix
Southern Company Gas
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LDC Regulatory Mechanisms

Utility

Nicor Gas

Atlanta Gas Light

Rate Decoupling

(~70% Fixed)



Weather
Bad Debt
Normalization Recovery
Weather Risk
Hedged



N/A

N/A





Conservation
Infrastructure
Program
Programs
Recovery





(Straight –Fixed -Variable)
Virginia Natural Gas


(Revenue Normalization)



Elizabethtown Gas

Florida City Gas

Chattanooga Gas


(Revenue Normalization)
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Midstream Pipeline Portfolio
Operational
Magnolia

Southern Natural Gas

Horizon

Capacity: 3.9M dth/d

Capacity: 82k dth/d

Capacity: 380k dth/d

Miles: 7,000

Miles: 200

Miles: 70

Region: Southeast US

Region: Georgia

Region: Illinois

50% ownership

100% ownership

50% ownership

Investment: $2.1B

Investment: $40M

Investment: $14M

99% contracted, 5.6-yr avg. tenor

100% contracted, 15-yr avg. tenor

100% contracted, 9-yr avg. tenor

Under Development

Under Construction
Dalton Lateral

PennEast

Atlantic Coast

Capacity: 448k dth/d

Capacity: 1.1M dth/d

Capacity: 1.5M dth/d

Miles: 115

Miles: 118

Miles: 594

Region: Georgia

Region: Northeast

Region: Mid-Atlantic

50% ownership

20% ownership

5% ownership

Projected investment: $255M

Projected investment: $270M

Projected investment: $255M

100% contracted, 25-yr avg. tenor

90% contracted, 14-year avg. tenor

93% contracted, 20-year avg. tenor

FERC Approval: August 2016

In service expected 2018

In service expected 2019

In service expected 2017
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Wholesale Gas Services (Sequent)
Manages physical natural gas assets for affiliate LDCs and third party
customers including natural gas utilities, gas-fired power generators,
natural gas producers and large commercial and industrial customers

Historical Benefit of AMAs
to Affiliate LDCs
• Provides Asset Management Agreement
(AMA) services to affiliate LDCs and
multiple third party utilities across the U.S.
• Exclusive fuel manager for over 24,000
MW of gas-fired power generation
• Utility-appropriate risk control environment
• Not included in EPS Guidance, primarily
due to mark-to-market accounting
variability

$60M

$47M
Actual amounts shared
$32M

$15M

$18M

$13M

2011

$12M
$12M
$11M
Contractual Minimums

$11M

2012

2015

2013

2014
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Southern Power Company
Buzz Miller
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Southern Power Growth: 2001 to 2009
Southern Power’s contractsbased business model
• Sell capacity and energy covered
by long-term contracts

G
• Natural Gas
S
• Solar
W
• Wind

• Biomass
B
Under Construction

– Contracted revenues are not linked to
market power prices

• Minimize fuel and transmission
risks using pass-through contract
provisions
• Execute contracts with strong
credit support

G Rowan
Dahlberg

G

Wansley G G Addison
Harris G G
Franklin
Stanton G
G Oleander

(1) MW numbers represent nameplate capacity and reflect Southern Power’s and its subsidiaries’ ownership interest
(2) Reflects facilities owned, under construction or under contract for purchase as of December 31, 2009

Invested $3.2B in almost 8,000 MW of natural gas assets across four states in the Southeast 47
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Southern Power Growth: 2010 to 2015
G
• Natural Gas
S
• Solar
W
• Wind

• Biomass
B
Under Construction

S Apex
S North Star

S Spectrum
Granville S
Cimarron S
S Imperial Valley
S Campo Verde

S Adobe
S Lost Hills-Blackwell
S Morelos del Sol

Cleveland G G Rowan

W Kay Wind

Dahlberg

Macho S
Springs
Nacogdoches B

G

S Pawpaw
S Butler Solar Farm

Wansley G G Addison
Harris G G
S
Decatur Parkway
Franklin S
Decatur County
Stanton G

G Oleander
(1) MW numbers represent nameplate capacity and reflect Southern Power’s and its subsidiaries’ ownership interest.
(2) Reflects facilities owned, under construction or under contract for purchase as of December 31, 2015

Invested $4.5B in 18 projects totaling over 1,700MW; assets span across nine states
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Southern Power Growth: 2016
G
• Natural Gas
S
• Solar
W
• Wind

• Biomass
B

W
Passadumkeag

Under Construction
Mankato G

S Apex
S Spectrum

S North Star
S Tranquillity
S Henrietta

Grant Wind W

S Boulder
S Desert Stateline

Grant Plains W
Cimarron S

S Imperial Valley
S Campo Verde
S Calipatria

S Adobe
S Lost Hills-Blackwell
S Morelos del Sol
S Garland

Granville S
W Kay Wind

W Project A
W Wake Wind

Macho S
Springs

S Lamesa

W Project B

Nacogdoches B
S East Pecos
S Roserock

Cleveland G G Rowan
S Rutherford
Dahlberg
S Pawpaw
G
S Butler Solar Farm
Wansley G G Addison
S Butler
Harris G G
S Sandhills
S
Decatur Parkway
Franklin S
Decatur County
Stanton G
G Oleander

(1) MW numbers represent nameplate capacity and reflect Southern Power’s and its subsidiaries’ ownership interest.
(2) Reflects facilities owned, under construction or under contract for purchase as of September 30, 2016

Invested $4.4B in 19 projects totaling over 2,700MW; pivot towards wind
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A Nationwide Clean Energy Fleet

Current Portfolio
Type

MW1,2

%

Net Book Value2

%

Natural Gas

9,320

76%

$2.8B

23%

Solar

1,727

14%

$6.8B

57%

Wind

1,172

9%

$2.1B

17%

115

1%

$0.4B

3%

12,335

100%

$12.1B

100%

Biomass
Total

Southern Power has a diverse portfolio with strong contract coverage
and high credit quality counterparties
(1) MW numbers represent nameplate capacity and reflect Southern Power’s and its subsidiaries’ ownership interest.
(2) Reflects facilities owned, under construction or under contract for purchase as of September 30, 2016
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Strong contract coverage with high quality counterparties
Southern Power’s contracts-based business model
• Sell capacity and energy covered by long-term contracts
– Contracted revenues are not linked to market power prices

• Minimize fuel and transmission risks using pass-through contract provisions
• Execute contracts with strong credit support

Contract Coverage Profile1

Counterparty Credit Profile1

Investment-weighted2 Contract Metrics

Investment-weighted2 Contract Coverage by Credit Rating3

5-year coverage: 92%
10-year coverage: 91%
Average contract length: 17 years

AAAto
toAAAAA
72%
74%
AAA
to A57%

BBB+ to
BBB33%

BBB+ to BBB10%

Public Power Entities
with Ratemaking
Authority 16%

We continue to successfully execute our contracts-based business model
(1) As of September 30, 2016
(2) Investment based on the respective generation facilities' net book value (or expected in-service value for facilities under construction or being acquired) as the investment amount
(3) Percentage based on 5-year contract coverage as of September 30, 2016 for all contracts greater than 1 year in length
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Superior Operational Performance
SPC Safety - 0 recordable injuries in over 1,100 days
Gas CC Peak Season EFOR1 (%)

Renewable Availability
100%
98.5%

97.7%

Solar

Wind

75%

50%

25%

0%

Delivering on key operating performance metrics illustrates our
commitment to operational excellence and helps to ensure
contractual commitments to customers are met
(1) EFOR: Equivalent Forced Outage Rate
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Southern Power Growth Outlook
We are positioned to grow as a clean energy provider in the near and long term
• Declining PPA prices, combined with corporate tax position, are making solar
financial profiles less attractive
• Continuing to pursue select solar projects on a more limited basis
• Wind expected to be primary growth vehicle in the near term
• Wind projects offer a more attractive financial profile given corporate tax position
• Exploring partnerships with both turbine suppliers and project developers
• Gas acquisition opportunities may exist in the near term
• New build gas projects forecasted in medium / long term
• Environmental regulations and operational constraints will drive timing of
new build opportunities

We are committed to maintaining a low-risk business model
as we continue to grow and diversify the business
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Market Focus

MISO
WECC
SPP

ERCOT

Southern Power is geographically agnostic while remaining business model dogmatic
54
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Southern Power Growth Capital1
$4.4B

Wind / Solar / Natural Gas
Wind
Actual / Reforecast
$2.4B

$0.6B

$0.8B

$0.2B
2012

2013

2014

2015

2016

$1.5B

$1.5B

$1.5B

$1.5B

$1.5B

$0.5B

$0.5B

$0.5B

$0.5B

$0.5B

$1.0B

$1.0B

$1.0B

$1.0B

$1.0B

2017

2018

2019

2020

2021

• 2016 growth investments currently projected to be $4.4B
–

Fully committed

–

Expected to be the high-water mark for renewable investment

• Targeting approximately $1.5B for growth capex annually and continuing pivot
towards wind
• Approximately $1B annually for wind (~650MW per year)
• Approximately $500M for wind, solar, or natural gas based on opportunities

All growth capex will be subject to our rigorous investment criteria
and disciplined approach to project investment
1Excludes

maintenance capex of ~$100M per year

55

Southern Power Net Income Forecast
$500M

$330M-$340M
$300M-$330M
$215M
$172M

$166M

$172M

2012

2013

2014

2015

• 2016 Net Income forecast = $330M - $340M
• 2017 Net Income forecast = $300M - $330M

2016

2017

2021

Annual income profile will depend on
the mix of new wind, solar and gas

Southern Power’s proven ability to execute on growth consistent with our
business model, coupled with a diversified menu of clean energy options,
both strengthens and lengthens Southern Company’s overall financial profile
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Financial Information
For year ended December 31

Net Income

2013

2014

2015

$166M

$172M

$215M

Projected 2016 Contribution to Net Income

2016E

2018-2021E

$330M-$340M $300M-$330M

~12%

Projected 2017 Contribution to Net Income

Wind
44%

Wind
6%

Solar
63%

2017E

Natural
Gas /
Biomass
31%

Solar
23%

Natural
Gas /
Biomass
33%

2013

2014

2015

2016E

2017E

2018-2021E

Debt to Capitalization1

50.9%

50.7%

56.8%

57.5%

57.5%

55% – 60%

CFO to Debt1

37.3%

33.4%

30.8%

8.5%

25% – 30%

25% – 30%

December 31

1. See slide 61 for calculation.
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SPC hurdle rates reflect the risk of each project
Primary Risk Factors Considered

Potential Project Specific Risk Factors

• Technology: Gas (CT, CC), Solar, Wind

• Fuels / Resource

• Transmission

• PPA Contract Length

• Reliability / Design

• External affairs

• PPA Counter Party Credit Risk

• EPC

• Change in law

• New build vs. Acquisition

• Environmental

• PPA Provisions

• O&M
18.0%

IRR to Equity

16.0%
14.0%
12.0%
10.0%

8.0%

Illustrative Hurdle Rate Range

6.0%
4.0%

5

7

10

15

20

PPA Contract Term (Years)

25

30
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Southern Power Business Model
• Sell generating capacity and energy covered by long-term contracts
– Contracted revenues are not linked to market power prices

• Minimize fuel and transmission risks using pass-through contract provisions
• Execute contracts with strong credit support
Illustrative Contract Structure: Natural Gas and Biomass
Fixed $/kW monthly capacity charge

Sample Customers
Non-Affiliate IOUs
Affiliate IOUs
Municipalities
Cooperatives

Energy as scheduled by customer
Fuel pass-through revenue
Illustrative Contract Structure: Solar and Wind
Energy as generated
Contractual $/MWh energy charge

Sample Customers
Non-Affiliate IOUs
Affiliate IOUs
Municipalities
Cooperatives
60

Calculation of Debt to Capitalization and CFO to Debt

1

As of December 31 for each year
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Financial Update
Art Beattie
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2016 Q3 and YTD earnings
Q3
2015 2016

YTD
2015 2016

$1.05

$1.18

$2.30

$2.39

Impact of increase in Kemper cost estimate

$0.11

$0.04

$0.13

$0.13

Acquisition and integration costs

$0.01

$0.03

$0.01

$0.08

-

-

$0.01

-

$1.17

$1.25

$2.45

$2.60

Equity Return related to Kemper schedule extension

-

($0.01)

-

($0.01)

GAS earnings net of acquisition and integration costs

-

($0.03)

-

($0.03)

Acquisition Debt Financing Cost

-

$0.05

-

$0.07

Additional shares issued for SNG acquisition

-

$0.02

-

$0.01

$1.17

$1.28

$2.45

$2.64

Earnings Per Share As Reported

MCAR Settlement costs

Earnings Per Share Excluding Items
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Q3 2016 vs. Q3 2015 Adjusted EPS Drivers

+ Weather and Other Revenue
Effects at Traditional Electric
+ Southern Power project
execution and energy margins
– Financings to support growth

See slide 63 for additional information regarding non-GAAP financial measures
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2016 Adjusted Earnings Per Share

2016 Expectations = Very top of Guidance
2016 Guidance = $2.76 - $2.88*
Excluding
• Southern Company Gas results and acquisition debt financing cost
• Southern Company Gas, PowerSecure and Southern Natural Gas
acquisition costs
• Southern Natural Gas results and related financing costs
• Equity return related to Kemper IGCC schedule extension

*2016 guidance provided as of February 3, 2016 on the 4Q 2015 earnings conference call
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2017 and beyond
Our value proposition and financial objectives
• Superior risk-adjusted total
shareholder return

• Strong, sustainable, returns on
invested capital

• A high degree of financial
integrity and strong investmentgrade credit ratings

• Regular, predictable, sustainable
EPS and dividend growth

Our 2017 estimate and long-term
outlook support these objectives
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A healthy level of projected capital investment to
support sustained growth
$8.9B

Approximately $39B projected capital investment 2017-2021

$8.2B

$7.6B

$7.3B

2%
$6.6B

Traditional Electric OpCos

21%
3%
17%

GAS LDCs

57%

Midstream Pipelines
Southern Power
Other

2017

2018

2019

2020

2021

Projected Capital Investment

• Vogtle Units 3 & 4 and multiple midstream pipeline projects drive higher
investment in the near term
• State-regulated electric and gas utilities continually exploring ways to better
serve customers or reduce operating costs through capital investment
• Additional opportunities for new generation, compliance investments and gas
infrastructure are possible long term
• Includes an appetite-driven growth plan for Southern Power
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We continue to finance growth in a balanced,
credit-supportive manner
as of 10/31/2016

Projected Financings* and Maturities
In billions

• Remaining expected equity needs
for 2016 of approximately $550M
– Partially to fund $1B to $1.5B
qualified pension contribution
– Expect needs for Q4 to exceed
capacity of internal plans

$10.5B projected net
financings 2017-2021
$5.8
Parent Equity
Consolidated debt
Consolidated maturities

$5.0

• Equity needs 2017 and beyond
expected to be funded through
internal plans

$4.1
$3.7

$3.5

$3.1

• As our capital plans change, we will
adjust accordingly

$2.5

$2.5

• Our forecast targets consolidated
FFO/Debt1 >16% over the long term

$1.4
$0.6

1. FFO/Debt: (Cash Flow from Operations minus changes in current assets and liabilities)
divided by Total Debt Balance
*Amount and timing of financings is subject to change based upon numerous factors, including
market conditions, regulatory approvals, the Southern Company system’s capital requirements
and investment opportunities available to Southern Company and its subsidiaries

$2.8

2017

$0.6

2018

$0.1

2019

$0.1

2020

$0.1

2021

Includes amounts expected to be issued to refinance maturities and redemptions totaling
$12.6 billion from 2017 through 2021
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Recent landmark financing activity
Largest Corporate
Retail Hybrid

First US
Investment
Grade Power
Green Bond

First US Retail
Electric Utility
Green Bond

$8.1 Billion

$1 Billion

$1 Billion

$325 Million

Aug 2015

Oct 2015

Nov 2015

Mar 2016

Largest Utility
Acquisition
Bridge Facility

Largest
U.S.Utility Bond
Offering

$8.5 Billion
May 2016

First US Power Co. to
issue Euros
First US Issuer to offer
Green Bonds in Europe

€1.1 Billion
Jun 2016

Largest Utility
Equity Block Sale

Debut GAS Debt
Offering as part
of Southern
Company

$1.6 Billion

$900 Million

Aug 2016

Sept 2016
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Our debt portfolio enhances our long-term profile
Southern Company’s debt portfolio compares favorably to our peers.
$41B Southern Company debt portfolio has an average tenor of 16 years at 3.9%
as of 9/30/2016

Average Coupon (%)
6.5%
6.0%
5.5%
5.0%
4.5%
4.0%

SO

3.5%
3.0%

Includes DOE draws and publicly held long-term debt, whether secured, unsecured, or subordinated
Current interest rate applied to final maturity of tax exempt debt
Peers: AEE, AEP, BRKHEC, D, DTE, DUK, ED, ES, ETR, EXC, LNT, NEE, PCG, PPL, PEG, SCG, SRE, WEC, WR, XEL

2.5%
7
Sources:
Bloomberg data as accessed by Citi

9

11

13

15

17

19

21

23

25

Average Remaining Time to Maturity (years)
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EPS Guidance
Announced an increase in the adjusted EPS
growth rate from 3-4% to 4-5% with the
acquisition of Southern Company Gas1

$2.88

$2.76
20162

2017

2018

2019

2020

2021

1. Excludes projected merger-related expenses and earnings from Wholesale Gas Services
2. 2016 guidance provided as of February 3, 2016 on the 4Q 2015 earnings conference call, which excluded projected earnings
from Southern Company Gas, Acquisition Debt Financing Cost for Southern Company Gas, and acquisition and integration costs
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EPS Guidance
Our outlook for 20171 supports
adjusted EPS guidance that is 5%
higher than 2016 guidance2

$3.02
$2.88
$2.90
$2.76
2016

2017

2018

2019

2020

2021

1. Excludes projected merger-related expenses and earnings from Wholesale Gas Services
2. 2016 guidance provided as of February 3, 2016 on the 4Q 2015 earnings conference call, which excluded projected earnings
from Southern Company Gas, Acquisition Debt Financing Cost for Southern Company Gas, and acquisition and integration costs
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EPS Guidance
Our outlook for 20171 supports
adjusted EPS guidance that is 5%
higher than 2016 guidance2

$3.02
$2.88
$2.90

Our longer-term outlook supports
an adjusted EPS trajectory that is
approximately 5%

$2.76
2016

2017

2018

2019

2020

2021

1. Excludes projected merger-related expenses and earnings from Wholesale Gas Services
2. 2016 guidance provided as of February 3, 2016 on the 4Q 2015 earnings conference call, which excluded projected earnings
from Southern Company Gas, Acquisition Debt Financing Cost for Southern Company Gas, and acquisition and integration costs
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Our stronger profile supports our dividend objective1

+8¢
+7¢
+7¢
+7¢
+7¢
+7¢
+7¢
+7¢
+7¢
+7¢

• Future cash flow coverage
of our dividend is more
robust than recent past
• Approximately 95% funded
by state-regulated utilities
and businesses with longterm contract business
models

+6¢
+6¢
+6¢
+3¢

+3¢

+3¢

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

1Future

Objective:
Regular, predictable
and sustainable
dividend growth

dividends are subject to approval of the Southern Company Board of Directors
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Growth is spread across our major businesses
Projected contribution to earnings
growth1 through 2021
Other
9%
26%

Traditional
Electric
OpCos

30%

Projected contribution to the
dividend in 2021
Other
GAS

2%
18%

Southern 14%
Power

GAS1
35%
Southern
Power

66%
Traditional
Electric
OpCos

~95% of the dividend supported by state regulated and long-term contracted business
1Excludes

projected merger-related expenses and earnings from Wholesale Gas Services
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Financial Update Summary
We have a healthy capital investment plan that we expect to finance in a
balanced, credit-supportive manner
All of our major business units are projected to contribute towards long-term
earnings per share growth of approximately 5%1
Our dividend is expected to be funded primarily by state-regulated utilities
and companies with long-term contract business models

1Excludes

projected merger-related expenses and earnings from Wholesale Gas Services
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Appendix
Financial Update
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Adjusted EPS Guidance 20171 vs. 20162

$3.02
$2.88
$2.90
$2.76

Net of 7¢ for Kemper
rate deferrals

Includes Southern
Natural Gas

Includes interest and
shares not included in
2016 adjusted EPS

1. Excludes projected merger-related expenses and earnings from Wholesale Gas Services
2. 2016 guidance provided as of February 3, 2016 on the 4Q 2015 earnings conference call, which excluded projected earnings
from Southern Company Gas, Acquisition Debt Financing Cost for Southern Company Gas, and acquisition and integration costs
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Projected capital investments by subsidiary
(in billions)

2017 2018 2019 2020 2021
Alabama Power
$1.9 $1.6 $1.3 $1.4 $1.3
Georgia Power
2.6 2.7 2.3 2.2 1.8
Gulf Power
0.2 0.2 0.2 0.3 0.3
Mississippi Power
0.3 0.2 0.2 0.3 0.3
1
Traditional Electric OpCo $5.1 $4.7 $4.1 $4.2 $3.7
Southern Power
1.6 1.6 1.6 1.6 1.6
Southern Company Gas
1.7 1.8 1.7 1.3 1.2
Other
0.5 0.1 0.2 0.2 0.1
Total Consolidated
$8.9 $8.2 $7.6 $7.3 $6.6

Total
Total
'17-'19 '17-'21
$4.9
7.6
0.6
0.7
$13.9
4.8
5.3
0.7
$24.7

1. Projected capital investments for all the Traditional Electric OpCos include estimated pond closure investments

$7.5
11.6
1.2
1.3
$21.8
8.0
7.8
1.0
$38.6
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Credit Ratings
as of 10/31/2016

Southern Company
Baa2/BBB+/A(S/N/S)

Southern
Power
Baa1/BBB+/BBB+
(S/N/S)

Alabama
Power
A1/A-/A+
(S/N/S)

Georgia
Power
A3/A-/A+
(S/N/S)

Gulf
Power
A2/A-/A
(S/N/S)

Note: Nicor Ratings are Sr. Secured. All others are Senior Unsecured (Moody’s/S&P/Fitch). A securities rating is not a
recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time. The graphic
above represents a simplified diagram highlighting major SO issuing entities.
P – Positive Outlook, S – Stable outlook, N – Negative Outlook

Mississippi
Power
Baa3/BBB+/BBB+
(N/N/S)

Southern
Company Gas
Capital
Baa1/A-/BBB+
(S/N/S)

Southern
Company Gas

NICOR
Aa3/A/AA(S/N/S)
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Long-term debt maturity schedule
in millions - as of October 31, 2016
Maturity Profile

$3,455

$2,777

$2,525

$2,453

$1,373

20171

2020

2021

’17-’21

-

$200

$250

$310

$1,321

$561

Georgia Power

450

750

500

42

367

2,108

85

-

-

175

-

260

Mississippi Power

586

1,200

125

7

270

1,888

Southern Power

500

350

-

300

-

1,150

22

155

350

-

330

857

800

1,000

1,350

600

1,500

5,250

$2,453

$3,455

$2,525

$1,373

$2,777

$12,583

Southern Company Gas
Parent Company
Consolidated

1Includes

2019

Alabama Power
Gulf Power

intercompany loans for MPC but eliminated at the consolidated level

$

2018
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Liquidity and credit
in millions - as of 9/30/2016

$8.4 billion in combined committed credit facilities
Consolidated Credit Facilities Expirations

2016
$150

Alabama
Power

Georgia
Power

Mississippi
Power

$1,335

$1,732

$280

$150

$55

$1,947

$532

$2,250

$8,281

556

47

69

159

0.3

48

1,091

581

2,669

$1,891

$1,779

$349

$309

$55

$1,996

$1,623

$2,831

$10,951

Less: Outstanding CP

-

95

-

-

36

586

-

-

717

Less: PCBs Floaters(2)

890

868

82

40

-

-

-

-

1,880

$1,001

$816

$267

$269

$20

$1,410

$1,623

$2,831

$8,354

Unused Credit Lines
Cash(1)
Total

Net Available Liquidity

Gulf
Power

2017
$305

2018
$3,590 $

2019
-

SEGCO

Southern
Southern
Company Gas
Power

(1) Consolidated cash includes non-SEC registrant subsidiaries including PowerSecure, Southern Nuclear, SouthernLINC and others. Subject to
revision prior to filing September 30, 2016 Form 10-Q
(2) PCB Floaters include all variable rate pollution control revenue bonds outstanding

2020
$4,400

Total
$8,445

Parent

Consolidated
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2016 financing*
in millions - as of 10/31/2016
9,000
8,000
4Q16 - Potential Sr. Debt
7,000

4Q16 - Projected Equity
4Q16 - Potential Parent LTD

6,000

4Q16 - Projected Sr. Debt
4Q16 - Projected DOE Draw

5,000

YTD Issued
8,500

4,000

550
3,000

0 - 300

2,000

900
3,250
125

1,000
-

400
Alabama
Power

950

1,200

1,550
900

Georgia Gulf Power Mississippi Southern Southern
Power
Power
Power
Company
Gas

0 - 500
Parent
Debt

800

Potential Parent JSN SO Equity
Parent LTD

Note: Includes amounts issued to refinance maturities and previously announced redemptions of Long Term Debt totaling $3.1 billion in 2016
*Amount and timing of financings is subject to change based upon numerous factors, including market conditions, regulatory approvals, the
Southern Company System’s Capital requirements and investment opportunities available to Southern Company and its subsidiaries
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Projected financing activity*
in millions - as of October 31, 2016

Long Term Debt
Alabama Power
Georgia Power 1
Gulf Power
Mississippi Power2
Traditional Electric
Southern Power3
Southern Company Gas 4
Holding Company
Total Long Term Debt Issuances
Common Equity Needs
Maturity Replacements

2017
$1,100
1,300
150
1,000
$3,550
750
700
750
$5,750

2018
$0
1,525
0
900
$2,425
900
700
1,000
$5,025

2019
$500
900
0
175
$1,575
250
800
1,500
$4,125

2017-2019
$1,600
3,725
150
2,075
$7,550
1,900
2,200
3,250
$14,900

$575

$550

$100

$1,225

$2,453

$3,455

$2,525

$8,433

1Includes

$837 million of DOE Draws from 2017 to 2019
debt securitizing $1 billion of Kemper investment in 2017
3Includes $750 million, $850 million and $250 million in financings associated with placeholder projects in 2017, 2018, and 2019, respectively
4Includes $450 million of issuances for NICOR Gas from 2017 to 2019
2Includes

*Amount and timing of financings is subject to change based upon numerous factors, including market conditions, regulatory approvals, the Southern
Company System’s Capital requirements and investment opportunities available to Southern Company and its subsidiaries
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Projected NOL and tax credit carry forward position

$1.9B

• Tax Net Operating Loss
(NOL) is expected to be
fully utilized by 2018

Tax Credit
Carryforward

$2.2B

$1.5B

2016

Deferred
tax benefits
of NOL

$0.8B

• Tax credits are expected to
be monetized and provide
cash benefits through the
early to mid-2020s
depending on annual tax
appetite

2017
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Net Income Impact from Purchase Accounting
($Millions)
Gas Distribution Operations

$

Gas Marketing Services
Gas Midstream Operations
Gas Other
PowerSecure
Ongoing Net Income Impacts from Purchase Accounting
Wholesale Gas Services
Total Net Income Impacts from Purchase Accounting

$

2016

2017

2018

2019

2020

2021

(0.6) $

(1.8) $ (1.8) $ (1.8) $ (1.8) $ (1.8)

(15.5)

(22.4)

(16.4)

(12.5)

(9.7)

(7.3)

0.6

1.8

1.3

1.5

1.3

1.2

10.5
(2.5)

22.3
(6.0)

22.0
(6.0)

16.7
(6.0)

13.0
(6.0)

12.3
(5.4)

(7.5) $

(6.1) $ (0.8) $ (2.1) $ (3.2) $ (0.9)

(22.4)

(36.6)

(12.7)

(5.8)

(2.0)

(1.1)

$ (29.9) $ (42.7) $ (13.5) $ (7.9) $ (5.2) $ (2.0)
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Reconciliation of 2015 Contribution to Earnings

2015

Adjusted Net Income
As Percent of Total Adjusted Net Income

$2,186
226
$2,412

92%

Southern Power Net Income

$215

8%

Parent and Other
Net Income, as reported
AGL acquisition costs
Additional MCAR settlement costs
Adjusted Net Income

($34)
31
4
$1

0%

($millions)
Traditional Electric
Net Income, as reported
Kemper loss (after tax)
Adjusted Net Income

Total As Reported Net Income
Total Adjusted Net Income

$2,367
$2,628
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Summary
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Southern Company System
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Questions
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