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April 25, 2011

The Honorable Kimberly D. Bose
Secretary

Federal Energy Regulatory Commission
888 First Street, N.E., Room 52-77
Washington, DC 20426

RE:  Southern Company Services, Inc.
Docket Nos. ER09-88-  and ER11- _ -000

Dear Secretary Bose:

In compliance with the Commission’s Order issued March 24, 2011 in the above-
referenced proceeding,’ Southern Company Services, Inc. (“SCS”), acting as agent for Alabama
Power Company, Georgia Power Company, Gulf Power Company, Mississippi Power Company
and Southern Power Company (collectively, “Southern Companies™), respectfully submits the
instant compliance filing.

Specifically, Southern Companies: (i) tender revisions to their Market-Based Rate
(“MBR”) Tariff? to incorporate the Commission’s directives regarding the day-ahead and hour-
ahead energy auctions (*Auction”); and (ii) provide additional explanation as to how third-party
confidential information will be protected by Southern Companies and how the Independent
Auction Administrator (“1AA”) will document access and use of such information.

Southern Co. Svcs., Inc., 134 FERC 61,226 (2011) (“March 2011 Order”).

2 The MBR Tariff is being filed in Alabama Power Company’s Market Based Rate Tariff eTariff database
and is entitled Market Based Rate Tariff, Southern’s Tariff Volume No. 4 in that database. On September 23, 2010,
Alabama Power Company submitted its baseline eTariff filing in FERC Docket No. ER10-2881. On March 30,
2011, the Commission accepted the baseline eTariff filing, with an effective date of September 23, 2010. Georgia
Power Company (FERC Docket No. ER10-2884), Gulf Power Company (FERC Docket No. ER10-2885),
Muississippi Power Company (FERC Docket No. ER10-2883), and Southern Power Company (FERC Docket No.
ER10-2882) filed certificates of concurrence and tariff records providing that they incorporated Southern’s Tariff
Volume No. 4 and all future amendments thereto. Because these certificates of concurrence and tariff records
incorporate all future amendments to Southern’s Tariff Volume No. 4, this filing will only amend the materials in
Alabama Power Company’s database and no filings will be made in the tariff databases of the other Southern
Companies.
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1. Background

On March 24, 2011, the Commission issued its Order conditionally accepting Southern
Companies’ January 19, 2010 compliance filing in this proceeding.> The Commission
conditionally accepted the proposed tariff revisions to become effective January 4, 2010, and
ordered an additional compliance filing. As described more fully below, the revisions ordered in
the March 2011 Order relate to Southern Companies’ access to third-party confidential
information, Southern Companies’ description of who may serve as Southern Companies’
Auction Administrator, and the role of the Independent Auction Monitor (“IAM”).* The
Commission also requested additional explanation regarding the protection of third-party
confidential information.’

2. Description of Filing

In accordance with the March 2011 Order, Southern Companies hereby submit revised
sections of the MBR Tariff proposed to be effective the date of this filing (“Revised Tariff
Sections”).® A redline version of the Revised Tariff Sections, showing these compliance-related
changes from the MBR Tariff presently on file, is also included in the filing. The Commission’s
directives and Southern Companies’ compliance with those directives are described more fully
below.

a. Third-Party Confidential Information

The March 2011 Order directs that Southern Companies “revise Section 2.1B(b) of the
Participation Rules to indicate that Southern Companies’ access to [third-party confidential]
information is permitted, through the Auction Administrator, only for the specific purpose of
addressing questions or complaints about a particular auction.”” Southern Companies have
revised Section 2.1B(b) of the Participation Rules to comply with this directive.

The March 2011 Order also finds that if “Southern Companies continue to believe that
they need access to third-party confidential information for purposes other than to address

3 The January 19, 2010 compliance filing was submitted to comply with the Commission’s December 17,

2009 Order which required additional MBR Tariff revisions and further explanation as to the roles of the IAA and
Southern Companies’ Auction Administrator. See Southern Co. Svcs., Inc., 129 FERC { 61,253 (2009).

4 March 2011 Order at P 25.
Id. at P 29.

Phase Il of the Auction refers to the phase in which third-party sellers may participate in the Auction.

March 2011 Order at P 28.
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questions or complaints about a particular auction, then they should clearly state what those other
purposes are in another compliance filing and explain why access to such information is
necessary in those circumstances.”® At this time, Southern Companies do not anticipate needing
access to third-party confidential information for purposes other than to address questions or
complaints about a particular auction.® If Southern Companies determine they will need access
for differing purposes, then Southern Companies will make another filing with the Commission.

The March 2011 Order also directs Southern Companies “to clearly state how [third-
party] confidential information will be protected by describing when and how Southern
Companies’ personnel will access and use third-party confidential information and how the
[IAA] will document such access and use.”*°

As noted above, and as set forth in proposed revised Section 2.1B(b) of the Participation
Rules, Southern Companies, through the Auction Administrator, shall retain the right to access
Bid Information, Offer Information, and other transaction-related information of Energy Auction
participants other than Southern Companies to the extent such access is necessary to respond to
questions or complaints about a particular Auction or to comply with the posting requirements of
Section 4.2.4 of the Auction Rules.* Southern Companies will protect any such third-party
confidential information by ensuring it is stored in a secure physical or electronic location.”* In
addition, Southern Companies will report any access to such information: (a) to the IAA
promptly upon its occurrence and (b) to the IAM within one business day of its occurrence. The
IAA will document any such access and maintain related documentation. Southern Companies
have revised Section 2.1B(d) of the Participation Rules to reflect these procedures.

Id.

o Southern Companies’ Auction Administrator personnel receive certain historical third-party data from the

IAA in order to fulfill the posting requirement of Section 4.2.4 of the Auction Rules. The data is typically provided
within a week of the posting deadline, with the actual posting being made on the Energy Auction website that is
maintained by Southern Companies. For purposes of this compliance filing, Southern Companies do not consider
the receipt of such data for posting purposes to be “access” within the meaning of the March 2011 Order, but have
nonetheless included a specific reference to Section 4.2.4 in the proposed revision to Section 2.1B(b).

1o March 2011 Order at P 29. The Commission also requires that such access be reported to the IAM. Id.

1 Southern Companies have also added a proposed Section 2.1B(c) to the Participation Rules to make clear

that Southern Companies retain the right to access their own Bid Information, Offer Information, and other
transaction-related information for any purpose.

12 Southern Companies do not understand this commitment to protect and store to apply to information posted
in compliance with Auction Rule 4.2.4, as that information is required to be and is made publicly available in
accordance with the Auction Rules.
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b. Southern Companies’ Auction Administrator

The March 2011 Order directs Southern Companies to revise the MBR Tariff “to specify
more narrowly and in the affirmative who may serve as Southern Companies’ Auction
Administrator.”** The Commission indicates such language “should include the appropriate job
titles and descriptions, as well as information regarding where the employees are in relation to
the rest of the company and the departments to which they report.”*

Southern Companies have revised Section 2.1 of the Participation Rules to comply with
this directive.”

C. Independent Auction Monitor

The March 2011 Order directs Southern Companies to revise Section 4.3.5 of the Auction
Rules “to specify that the [IAM] is responsible for monitoring all Auction participants and

promptly reporting any questionable behavior by any Auction participant to the Commission.”*°

Southern Companies have revised Section 4.3.5 of the Auction Rules to comply with this
directive.

3. Contents of Filing
The following materials are submitted with this filing:
e A copy of this transmittal letter in PDF format;
e The Revised Tariff Sections in RTF format with metadata attached;

e A clean copy of the Revised Tariff Sections in PDF format for publishing in eLibrary;
and

e A rredline copy of the Revised Tariff Sections in PDF format for publishing in eLibrary.

13 March 2011 Order at P 31.

14 Id.

15 Consistent with the requirements of the March 2011 Order, the revised tariff section describes the positions
that would be eligible to serve as Auction Administrators for Southern Companies. Until recently there have been
two individuals serving in this capacity; however, there is currently only one. Southern Companies anticipate
selecting a second individual from the eligible group in the near future.

16 March 2011 Order at P 34.



TROUTMAN
SANDERS

Hon. Kimberly D. Bose
April 25, 2011
Page 5

4. Effective Date and Waiver

Southern Companies respectfully request that the Commission accept the Revised Tariff
Sections to be effective the date of this filing, and request waiver of the Commission’s prior
notice requirements to permit this effective date. Southern Companies also respectfully request
waiver of any requirements of Part 35 of the Commission’s regulations that have not been
fulfilled by this compliance filing.

5. Conclusion

WHEREFORE, for the foregoing reasons, Southern Companies respectfully request that
the Commission: (a) accept this filing in compliance with the March 2011 Order; and (b) accept
the Revised Tariff Sections effective April 25, 2011.

Thank you for your attention to this matter. Please direct any questions concerning this
submission to the undersigned.

Sincerely,

Is/

Kevin C. Fitzgerald
Jeffrey M. Jakubiak
Rebecca Roback Blitstein

Counsel for Southern Companies



CERTIFICATE OF SERVICE

| hereby certify that on this 25" day of April, 2011, | have caused a copy of the foregoing
document to be served upon: those persons designated on the official service lists compiled by
the Secretary in Docket Nos. ER96-780 and ER09-88; the Alabama Public Service Commission,
the Florida Public Service Commission, the Georgia Public Service Commission, and the
Mississippi Public Service Commission; and all entities that have made purchases from Southern
Companies under their market-based rate tariff in the short-term energy markets since January 1,

2007.

/sl

Rebecca R. Blitstein
Troutman Sanders LLP

401 9™ Street, NW, Suite 1000
Washington, DC 20004
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Rules of the Energy Auction

1.0 Establishment

1.1  Southern Companies shall cause the establishment and operation of an Energy
Auction, as fully described herein, for a period of at least three (3) years from April 23, 2009.

1.2 Nothing contained herein shall be construed as affecting in any way the right of
Southern Companies to unilaterally make application to the Commission for a change in rates
under section 205 of the Federal Power Act and pursuant to the Commission’s Rules and
Regulations promulgated thereunder to amend these Rules of the Energy Auction and associated
Rules on Southern Companies’ Energy Auction Participation; provided, however, that no such
filing may have the effect of terminating both the DAE Auction and the HAE Auction during the
initial three (3) year period of their operation.

1.3 This Tariff and these Rules of the Energy Auction do not give to any entity other
than Southern Companies the legal or regulatory authority to sell capacity or energy under this
Tariff.

2.0 Definitions

These definitions shall apply to these Rules of the Energy Auction, the Rules on Southern
Companies’ Energy Auction Participation, as well as Appendices DA-1, DA-2, HA-1, and HA-2,
thereto.

2.0a  Administrative Charge: See Section 8.1.

2.1  Auction Administrator:  Those persons administering the Energy Auction
consistent with the provisions set forth herein.

2.2 Auction Rules: These Rules of the Energy Auction, as applicable to all entities
participating in the Energy Auction, including Southern Companies.

2.3 Bidder: An entity participating in the Energy Auction for the purpose of buying
Energy that: (a) has registered with the Auction Administrator (such registration to include the
provision of contact and related information to the Auction Administrator), (b) has all requisite
legal and regulatory authority to purchase Energy through the Energy Auction, and (c) has
executed a Participant Agreement in a form acceptable to the Auction Administrator.

2.4  Bid Information: The prices, terms, and conditions under which a Bidder offers
to purchase Energy through the DAE Auction or HAE Auction.

2.4a Bid Price: The maximum price for which a Bidder is willing to purchase Energy
through a DAE Auction or HAE Auction, expressed in dollars per MWh ($/MWh).

2.5 Business Day: Each weekday, Monday through Friday, excluding NERC
holidays.
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2.6  CPT: Central Prevailing Time.

2.7 Commission: The Federal Energy Regulatory Commission.
2.8  [Reserved]

2.9  [Reserved]

2.10 DAE Auction: That auction, administered in accordance herewith, for the
matching of DAE Buyers and DAE Sellers intending to engage in the sale of Energy in the form
of DAE Units.

2.10a DAE Auction Clearing Price: See Section 5.4.2.3.
2.11 DAE Bid: A bid by a Bidder containing one or more DAE Bid Blocks.

2.11a DAE Bid Block: A bid by a Bidder to purchase one or more DAE Units,
reflecting the number of DAE Units requested, a Bid Price, and whether the Bidder will accept
the purchase of less than the full number of DAE Units requested.

2.12 DAE Bid Period: The period beginning 12:00:00 Noon CPT two Business Days
prior to the Delivery Day and ending at 6:45:00 am CPT one Business Day prior to the Delivery
Day.

2.13 [Reserved]

2.14 DAE Buyer: A Bidder who has been matched with a DAE Seller through a DAE
Auction.

2.15 [Reserved]
2.16 DAE Curve Crossover: See Section 5.4.2.3.

2.16a DAE Offer: An offer by an Offeror containing one or more DAE Offer Blocks
and an indication of whether the DAE Offer is Dependent or Independent.

2.16b DAE Offer Block: An offer by an Offeror to sell one or more DAE Units,
reflecting the number of DAE Units offered, an Offer Price, and whether the Offeror will accept
the matching of less than the full number of DAE Units offered.

2.16c DAE Seller: An Offeror who has been matched with a DAE Buyer through a
DAE Auction.

2.16d DAE Unit: A 50 MW increment of Energy bid or offered in the DAE Auction for
delivery beginning at 6:00:00 am CPT and ending at 10:00:00 pm CPT on the Delivery Day. As
used herein, the term “Unit” reflects an increment of Energy bought or sold in the Auction and
does not refer to a generating facility.
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2.17 Delivery Day: The calendar day in which Energy is intended to be delivered by a
DAE Seller to its matched DAE Buyer(s).

2.18 [Reserved]

2.19 Delivery Hour: The clock hour in which Energy is intended to be delivered by an
HAE Seller to its matched HAE Buyer(s).

2.19a Dependent Offer: See Section 5.2.3.
2.20 Energy: Electric energy delivered as three-phase alternating current.

2.21 Energy Auction: As the context may indicate, the DAE Auction and HAE
Auction collectively, or the DAE Auction or the HAE Auction individually.

2.22 Firm LD: Shall have the meaning given to that term in the Governing Service
Agreement, or, if not defined therein, shall mean energy transacted whereby a party shall be
relieved of its obligations to sell and deliver or to purchase and receive without liability only to
the extent that, and for the period during which, such performance is prevented by Force
Majeure.

2.23 Force Majeure: Any act of God, labor disturbance, act of the public enemy, war,
insurrection, riot, fire, storm or flood, explosion, breakage or accident to machinery or equipment
(including failure of computer systems or communications equipment), order, regulation or
restriction imposed by governmental military or lawfully established civilian authorities, or any
other cause beyond a party’s control; provided, however, that in the context of the definitions of
Firm LD and Recallable herein, it shall have the meaning given to that term in the Governing
Service Agreement (provided that such Governing Service Agreement provides such a
definition).

2.24  Governing Service Agreement: The agreement between a DAE Seller and a DAE
Buyer or between an HAE Seller and an HAE Buyer under which the sale of Energy is
transacted.

2.25 HAE Auction: That auction, administered in accordance herewith, for the
matching of HAE Buyers and HAE Sellers intending to engage in the sale of Energy in the form
of HAE Units.

2.25a HAE Auction Clearing Price: See Section 6.4.1.2.
2.26 HAE Bid: A bid by a Bidder containing one or more HAE Bid Blocks.

2.26a HAE Bid Block: A bid by a Bidder to purchase one or more HAE Units,
reflecting the number of HAE Units requested, a Bid Price, and whether the Bidder will accept
the purchase of less than the full number of HAE Units requested.
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2.27 HAE Bid Period: The period beginning 75 minutes prior to the beginning of the
Delivery Hour and ending 60 minutes prior to the beginning of the Delivery Hour.

2.28 HAE Buyer: A Bidder who has been matched with an HAE Seller through an
HAE Auction.

2.29 HAE Curve Crossover: See Section 6.4.1.2.

2.29a HAE Offer: An offer by an Offeror containing one or more HAE Offer Blocks.

2.29b HAE Offer Block: An offer by an Offeror to sell one or more HAE Units,
reflecting the number of HAE Units offered, an Offer Price, and whether the Offeror will accept
the matching of less than the full number of HAE Units offered.

2.30 HAE Seller: An Offeror who has been matched with an HAE Buyer through an
HAE Auction.

2.30a HAE Unit: A one (1) MW increment of Non-Firm Energy bid or offered in the
HAE Auction for delivery during the Delivery Hour. As used herein, the term “Unit” reflects an
increment of Energy bought or sold in the Auction and does not refer to a generating facility.

2.31 Independent Offer: See Section 5.2.3.
2.32 [Reserved]

2.33 Independent Auction Monitor: An independent entity engaged by Southern
Companies, subject to Commission approval, to monitor and periodically review the DAE
Auction and HAE Auction and be responsible for responding to questions from Bidders and/or
regulators regarding the integrity of the auction process.

2.34 Into Southern: For purposes of sales through the DAE Auction and the HAE
Auction, the term “Into Southern” means that the energy shall be scheduled and delivered to an
interconnection or interface either (i) on Southern Companies’ transmission system border or (ii)
within the Southern BAA if the Energy is from a source of generation in the Southern BAA,
which interface, in either case, the Southern Transmission Provider identifies as available for
delivery of the Energy in or into the Southern BAA.

2.35 [Reserved]

2.36 [Reserved]

2.37 MW: Megawatt or megawatts.

2.38 MWh: Megawatt-hour or megawatt-hours.

2.39 NERC: The North American Electric Reliability Corporation or its successor.
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2.40 Non-Firm: Shall have the meaning given to that term in the Governing Service
Agreement, or, if not defined therein, shall mean energy transacted whereby delivery by the
seller may be interrupted for any reason or for no reason, without liability on the part of the
seller.

2.41 Offer Information: The prices, terms, and conditions under which an Offeror
offers to sell Energy through the DAE Auction or HAE Auction.

2.41a Offer Price: The minimum price for which an Offeror is willing to sell Energy
through a DAE Auction or HAE Auction, expressed in dollars per MWh ($/MWh).

2.41b Offeror: An entity participating in the Energy Auction for the purpose of selling
Energy that: (a) has registered with the Auction Administrator (such registration to include the
provision of contact and related information to the Auction Administrator ), (b) has all requisite
legal and regulatory authority to sell Energy through the Energy Auction, and (c) has executed a
Participant Agreement in a form acceptable to Auction Administrator.

2.41c Participant Agreement: An agreement executed by an entity and Auction
Administrator that contractually binds such entity to comply with these Rules of the Energy
Auction, including the obligation to pay for Administrative Charges.

2.41d Participation Rules: The Rules on Southern Companies’ Energy Auction
Participation included in this Tariff.

2.42 Recallable: Energy sold whereby the seller, upon experiencing a supply side
disruption, an event of Force Majeure, or as needed to maintain system reliability, has the right,
but not the obligation, to curtail the delivery of such Energy without liability on the part of the
seller.

2.43 [Reserved]
2.44 SERC: The SERC Reliability Corporation or its successor.

2.45 Southern BAA: The Southern Balancing Authority Area, as that term is defined
and used by NERC.

2.46  Southern Transmission Provider: One or more of the Southern Companies, or
Southern Company Services as designated agent, that provides transmission service under the
Southern Operating Companies’ Open Access Transmission Tariff.

3.0 Establishment and Administration

3.1  The Auction Administrator will establish an auction via the Internet to facilitate:
(a) the matching of DAE Sellers with DAE Buyers on a Business Day-ahead basis through the
DAE Auction; and (b) the matching of HAE Sellers with HAE Buyers on an hour-ahead basis
through the HAE Auction.
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3.2  The DAE Auction shall take place every Business Day. The HAE Auction shall

take place every hour of every day, including Business Days, weekends, and NERC holidays.

3.3 The Auction Administrator may administer a DAE Auction for Energy to be

delivered on a weekend day or a NERC holiday at its discretion.

3.3.1 [Reserved]
3.3.2 [Reserved]

3.3.3 In the event the Auction Administrator chooses to run a weekend day or
NERC holiday auction, the applicable DAE Bid Period shall open two (2) Business Days
prior to the Delivery Day and close one (1) Business Day prior to the Delivery Day
concurrently with the open and closing times for the DAE Auction for the next Business
Day.

3.4  [Reserved]

3.5 All Bid Information and Offer Information submitted to the Auction

Administrator shall be used by the Auction Administrator only for auction administration and
audit purposes.

4.0

General Provisions

4.1  [Reserved]

4.2 Transparency; Confidentiality

4.2.1 Except as provided in Section 3.2.1 of the Participation Rules, the decision
to report quantities and/or prices of transactions made via the Energy Auction to either a
reputable index developer or a data hub will be the responsibility of each DAE Seller,
DAE Buyer, HAE Seller, and HAE Buyer. Southern Companies shall not be responsible
for reporting transactions made by other entities through the Energy Auction, except as
provided in Section 4.2.4 below.

4.2.2 Clearing prices of the DAE Auction and HAE Auction shall be made
available to Bidders and Offerors by the Auction Administrator on the following
schedule:

4.2.2.1  [Reserved]

4.2.2.2 DAE Auction Clearing Price — Within fifteen (15) minutes of
the close of the applicable DAE Bid Period.

4.2.2.3 HAE Auction Clearing Price — Within five (5) minutes of the
close of the applicable HAE Bid Period.
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4.2.3 The Auction Administrator shall make the information described in
Section 4.2.2 publicly available (via posting on the Auction website) on the same
timeline as such information is made available to Bidders and Offerors.

4.2.4 By the end of each calendar month, the Auction Administrator will post all
Bid Information and Offer Information for such Energy Auctions that occurred during the
sixth months prior to that calendar month (e.g., by the end of July, the aforementioned
information for January will be posted), subject to the protection of Bidder and Offeror
identities in accordance with the confidentiality provisions set forth herein.

4.2.5 Except as provided in Sections 4.2.6 and 5.5.1, the identity of all Bidders
and Offerors shall be kept confidential from all third party entities, other than the
Commission, the Independent Auction Monitor, and the Auction Administrator except to
the extent it is required as a result of price reporting, EQR reporting, or auction
monitoring/auditing.

4.2.6 The Auction Administrator shall post and maintain on the Auction website
a list of all registered participants in the Energy Auction.

4.3 Auditing; Auction Monitoring

4.3.1 The Auction Administrator will engage the Independent Auction Monitor
to confirm that the Energy Auction is being properly administered in accordance with
these Rules of the Energy Auction.

4.3.2 The Auction Administrator will ensure that all pertinent documentation
associated with auction decisions shall be made available as required to the Independent
Auction Monitor and the Commission.

4.3.3 The Independent Auction Monitor and Auction Administrator may share
information related to the Energy Auction on a confidential and reciprocal basis.

4.3.4 The Independent Auction Monitor shall file reports with the Commission
every twelve months for the first three years of operation of the Energy Auction. Such
reports shall include, at a minimum, the following: (a) the clearing price for each Energy
Auction; (b) the amount of Energy offered and sold by each seller (identified by name) in
each Energy Auction; and (c) the amount of Energy bid on and purchased by each buyer
in each Energy Auction. Southern Companies shall submit to the Commission, by
February 15, 2011 and each year thereafter that the Administrative Charge remains in
effect, a report of any refunds or surcharges resulting from overages or shortfalls
calculated in accordance with Section 8.1.3.

4.3.5 The Independent Auction Monitor shall report to FERC any complaints
relating to the Energy Auctions or other serious matters as soon as possible (rather than
waiting for the next report). In addition, the Independent Auction Monitor is responsible
for monitoring all Auction participants and promptly reporting any questionable behavior
by any Auction participant to the Commission.
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5.0

4.3.6 [Reserved]

4.3.7 The Independent Auction Monitor has independent authority to prepare
and submit all such reports described herein without any prior review or approval by
Southern Companies or any other outside sources.

4.4 Identification of Eligible Bidder(s)

4.4.1 Prior to participating in any Energy Auction, each Offeror shall identify
the Bidder(s) to which it is authorized and/or willing to sell Energy and the associated
credit limit(s) the Offeror has established for each Bidder. In the absence of such
information, it shall be assumed that the Offeror is unauthorized or unwilling to sell
Energy to other Bidders via the Energy Auction.

DAE Auction
51 Products Sold

5.1.1 All Energy comprising DAE Units shall be one of two products: (a) Firm
LD Energy for a term of 16 hours beginning 6:00:00 am CPT on the Delivery Day and
ending 10:00:00 pm CPT on the Delivery Day, or (b) Recallable Energy for a term of 16
hours beginning 6:00:00 am CPT on the Delivery Day and ending 10:00:00 pm CPT on
the Delivery Day.

5.1.2 DAE Offers for Firm LD Energy and for Recallable Energy shall be
offered simultaneously, but via separate auctions.

5.1.3 All Energy comprising DAE Units shall be considered delivered “Into
Southern.”

5.2 Submission of DAE Offers

5.2.1 At any time during a DAE Bid Period, an Offeror may submit to the
Auction Administrator one or more DAE Offers, withdraw any DAE Offer, and/or
change any DAE Offer previously submitted during such DAE Bid Period.

5.2.2  Offerors shall submit DAE Offers for Firm LD Energy independently
from DAE Offers for Recallable Energy

5.2.3 Each DAE Offer shall specify whether each DAE Block included in
such DAE Offer is being offered independently (an “Independent Offer”) or whether the
matching of higher-priced DAE Blocks in such DAE Offer is contingent on the matching
of lower-priced DAE Blocks in such DAE Offer (a “Dependent Offer”).
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5.3 Submission of DAE Bids

5.3.1 At any time during the DAE Bid Period, a Bidder may submit to the
Auction Administrator a DAE Bid, withdraw any DAE Bid, and/or change any DAE Bid
previously submitted during such DAE Bid Period.

5.3.2 Bidders shall submit DAE Bids for Firm LD Energy independently from
DAE Bids for Recallable Energy.

5.3.3 A Bidder may submit for a given Delivery Day no more than one DAE
Bid for Firm LD Energy and no more than one DAE Bid for Recallable Energy.

54 Auction Evaluation

5.4.1 DAE Bids and DAE Offers for Firm LD Energy and Recallable Energy
shall be evaluated independently by the Auction Administrator.

5.4.2 Upon close of the DAE Bid Period, DAE Units shall be awarded as
follows.

5.4.21  The DAE Units associated with all DAE Bid Blocks will be
sorted in descending order (highest to lowest Bid Price) to simulate an economic
demand curve. In the event two or more DAE Bid Blocks specify the same Bid
Price, a DAE Bid Block submitted earlier in time shall receive a higher priority
than a DAE Bid Block submitted later in time.

5.4.2.2 The DAE Units associated with all DAE Offer Blocks will be
sorted in ascending order (lowest to highest Offer Price) to simulate an economic
supply curve. In the event two or more DAE Offer Blocks specify the same Offer
Price, a DAE Offer Block submitted earlier in time shall receive a higher priority
of award than a DAE Offer Block submitted later in time.

5.4.2.3  The intersection of the simulated supply and demand curves
(the “DAE Curve Crossover”) shall be determined by locating the quantity on the
supply and demand curves where the Bid Price of the next DAE Bid Block is less
than the Offer Price of the next DAE Offer Block. The “DAE Auction Clearing
Price” will be determined as the greater of: (i) the Offer Price of the last DAE
Offer Block prior to the DAE Curve Crossover (i.e., the highest-priced DAE
Offer Block prior to the DAE Curve Crossover) and (ii) the Bid Price of the DAE
Bid Block that established the DAE Curve Crossover.

5.4.24  Each DAE Bid Block with a Bid Price greater than or equal to
the DAE Auction Clearing Price will be considered for matching. Each DAE
Offer Block with an Offer Price less than or equal to the DAE Auction Clearing
Price will be considered for matching. The matching process shall honor, to the
extent practicable, original bid and offer priority subject to credit limits and other
counterparty limitations as established by Offerors.
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5.4.25 [Reserved]

5.4.2.6  If there are no DAE Bid Blocks with a Bid Price that exceeds
the Offer Price of the lowest-priced DAE Offer Block, no DAE Units shall be
awarded.

5.4.2.7  Parties submitting any DAE Bid Blocks or DAE Offer Blocks
that were considered for matching but which were not awarded any DAE Units
because of credit or other counterparty limitations shall be notified to this effect.

5.4.3 All DAE Buyers shall pay a price and all DAE Sellers shall receive a price
for DAE Units awarded based upon the DAE Auction Clearing Price; provided, however,
that the Auction Administrator may collect the Administrative Charge in accordance with
Section 8.1.

55 Notification, Confirmation, and Delivery

5.5.1 Within fifteen (15) minutes after the close of the DAE Bid Period, the
Auction Administrator shall notify each Offeror and each Bidder that submitted a DAE
Bid or DAE Offer during such DAE Bid Period of its respective awarded DAE Units and
the counterpart(y)(ies) to such award.

5.5.2 Each DAE Seller awarded a DAE Unit shall be responsible for contacting
its DAE Buyer counterparty to finalize the transaction and to arrange delivery of Energy
comprising such DAE Unit. Notwithstanding Section 5.1.3, the delivery point for such
Energy shall be that location determined by DAE Seller or such other point mutually
agreed to by DAE Seller and DAE Buyer.

5.5.3 Upon notification of being awarded a DAE Unit, DAE Buyer shall be
responsible for taking delivery from the delivery point, including all transmission
reservations and scheduling (i.e., NERC e-tagging) requirements, unless DAE Buyer and
DAE Seller agree to alternative arrangements.

5.6 Recallable Energy

5.6.1 Each DAE Seller shall have the right, but not the obligation, to curtail
delivery of Recallable Energy sold as DAE Units in the event it experiences a supply side
disruption (e.g., an unplanned outage or derate) affecting the Energy offered into the
DAE Auction.

5.7 Non Performance

5.7.1 Any attempt by a DAE Buyer to schedule delivery from a location other
than that location specifically identified as the delivery point for the applicable Energy
shall be considered non-performance by DAE Buyer and the DAE Seller shall have the
right to deny the schedule without consequence to itself.
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5.7.2 In the event a DAE Buyer fails to properly take delivery of Recallable
Energy awarded in the DAE Auction, the DAE Seller shall buy back the Energy at 90
percent of the applicable DAE Auction Clearing Price and DAE Buyer shall be
financially responsible for the difference.

HAE Auction
6.1 Products Sold

6.1.1 All Energy comprising HAE Units shall be for delivery during the
Delivery Hour and for duration of one (1) clock hour.

6.1.2 All Energy comprising HAE Units shall be considered delivered “Into
Southern.”

6.2 Submission of HAE Offers

6.2.1 At any time during an HAE Bid Period, an Offeror may submit to the
Auction Administrator one or more HAE Offers, withdraw any HAE Offer, and/or
change any HAE Offer previously submitted during such HAE Bid Period.

6.2.2 Each HAE Offer shall specify whether each HAE Block included in such
HAE Offer is an Independent Offer or Dependent Offer.

6.3 Submission of HAE Bids

6.3.1 At any time during the HAE Bid Period, a Bidder may submit to the
Auction Administrator an HAE Bid, withdraw any HAE Bid, and/or change any HAE
Bid previously submitted during such HAE Bid Period.

6.3.2 A Bidder may submit for a given Delivery Hour no more than one HAE
Bid.

6.4 Auction Evaluation

6.4.1 Upon close of the HAE Bid Period, HAE Units shall be awarded as
follows.

6.4.1.1 All HAE Bid Blocks will be sorted in descending order
(highest to lowest Bid Price) to simulate an economic demand curve. In the event
two or more HAE Bid Blocks specify the same Bid Price, an HAE Bid Block
submitted earlier in time shall receive a higher priority of award than an HAE Bid
Block submitted later in time.

6.4.1.1a All HAE Offer Blocks will be sorted in ascending order
(lowest to highest Offer Price) to simulate an economic supply curve. In the
event two or more HAE Offers specify the same Offer Price, an HAE Offer Block



Alabama Power Company
Southern’s Tariff Volume No. 4, 1.0.0

submitted earlier in time shall receive a higher priority than an HAE Offer Block
submitted later in time.

6.4.1.2  The intersection of the simulated demand curve and supply
curve (the “HAE Curve Crossover”) shall be determined by locating the quantity
on the supply and demand curves where the Bid Price of the next HAE Bid Block
is less than the Offer Price of the next HAE Offer Block. The “HAE Auction
Clearing Price” will be determined as the greater of: (i) the Offer Price of the last
HAE Offer Block prior to the HAE Curve Crossover (i.e., the highest-priced HAE
Offer Block prior to the HAE Curve Crossover) and (ii) the Bid Price of the HAE
Bid Block that established the HAE Curve Crossover.

6.4.1.3 Each HAE Bid Blocks with a Bid Price greater than or equal to
the HAE Auction Clearing Price will be considered for matching. Each HAE
Offer with an Offer Price less than or equal to the HAE Auction Clearing Price
will be considered for matching. The matching process shall honor, to the extent
practicable, original bid and offer priority subject to credit limits and other
counterparty limitations as established by Offerors.

6.4.1.4  [Reserved]

6.4.1.5  If there are no HAE Bid Blocks with a Bid Price that exceeds
the Offer Price of the lowest-priced HAE Offer Block, no HAE Units shall be
awarded.

6.4.1.6 [Reserved]

6.4.1.7  Parties submitting any HAE Bid Blocks or HAE Offer Blocks
that were considered for matching but which were not awarded any HAE Units
because of credit or other counterparty limitations shall be notified to this effect.

6.4.2 All HAE Buyers shall pay a price and all HAE Sellers shall receive a price
for HAE Units awarded based upon the HAE Auction Clearing Price; provided, however,
that the Auction Administrator may collect the Administrative Charge in accordance with
Section 8.1.

6.5 Notification, Confirmation, and Delivery

6.5.1 Within five (5) minutes after the close of the HAE Bid Period, the
Auction Administrator shall notify each Offeror and each Bidder that submitted an HAE
Offer or HAE Bid during such HAE Bid Period of its respective awarded HAE Units and
the counterpart(y)(ies) to such award.

6.5.2 Each HAE Seller awarded an HAE Unit shall be responsible for
contacting its HAE Buyer counterparty to arrange delivery of Energy comprising such
HAE Unit. Notwithstanding Section 6.1.2, the delivery point for such Energy shall be
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that location determined by HAE Seller or such other point mutually agreed to by HAE
Seller and HAE Buyer.

6.5.3 Upon notification of being awarded an HAE Unit, HAE Buyer shall be
responsible for taking delivery from the delivery point, including all transmission
reservations and scheduling (i.e., NERC e-tagging) requirements, unless the HAE Buyer
and HAE Seller agree to alternative arrangements.

6.6  [Reserved]

6.7 Non Performance

6.7.1 Inthe event HAE Buyer fails to properly take delivery of Energy awarded
in the HAE Auction, the HAE Seller shall buy back the Energy at 90 percent of the
applicable HAE Auction Clearing Price and HAE Buyer shall be financially responsible
for the difference.

Force Majeure

7.1 Auction Administrator and Independent Auction Monitor shall be excused from

non-compliance with these Rules of the Energy Auction to the extent such non-compliance is the
result of an event of Force Majeure.

8.0

Administrative Charge

8.1 In order to recover the costs to develop, implement, and administer the Energy

Auction, Auction Administrator may assess on behalf of Southern Companies an administrative
charge on DAE Sellers, DAE Buyers, HAE Sellers, and HAE Buyers for all Energy awarded to
such entities through the Energy Auction (the “Administrative Charge”).

8.1.1 The Administrative Charge may be assessed by Auction Administrator on
DAE Sellers, DAE Buyers, HAE Sellers, and HAE Buyers regardless of whether Energy
awarded to such entities is actually delivered and whether such sellers are paid by their
matched buyers for such Energy.

8.1.2 The Administrative Charge shall be set initially at $0.02 per MWh.
Auction Administrator shall, on an annual basis, determine whether the amounts
collected through the Administrative Charge result in an overage or shortfall in the
recovery of such costs. By February 15, 2011, and continuing annually thereafter,
Auction Administrator shall post on the Auction website a report identifying: (i) the
amount recovered under the approved charge structure for the immediately preceding
year; (ii) the administrative costs for that same period; (iii) the amount carried over, if
any; and (iv) the revised Administrative Charge to be effective for the upcoming year
(i.e., February 15 through February 14).

8.1.3 In the event that the amounts collected through operation of the
Administrative Charge are greater than the costs incurred (i.e., an overage), Auction
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Administrator shall refund the difference based on a pro rata allocation calculated on the
volume of Energy awarded during the preceding calendar year, with interest calculated in
accordance with 18 C.F.R. Section 35.19a. In the event that the amounts collected
through operation of the Administrative Charge are less than the costs incurred (i.e., a
shortfall), Auction Administrator may upwardly adjust the Administrative Charge on a
prospective basis; provided, however, that: (i) any shortfall shall be carried forward and
be reflected on the annual posting of costs on the Auction website, and (ii) any upward
adjustment in any one year cannot exceed $0.01 per MWh.

8.2  The Auction Administrator shall, on or before the tenth (10th) Business Day of a
given month, invoice DAE Sellers, DAE Buyers, HAE Sellers, and HAE Buyers for the
Administrative Charges applicable to Energy awarded in the previous month; provided, however,
that the failure of Auction Administrator to invoice such charges by such deadline shall not
absolve any entity of the obligation to pay any invoice for Administrative Charges whenever
tendered.

8.3  The obligation of any entity invoiced by the Auction Administrator for
Administrative Charges to pay such invoice, disputes regarding such invoice, interest accrual
provisions, and remedies for failure to pay such invoice shall be governed by the terms of the
Participant Agreement executed by such entity.
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Rules on Southern Companies’ Energy Auction Participation

1.0 Participation; Definitions

1.1  Southern Companies shall participate in the Energy Auction in accordance with
these Rules on Southern Companies’ Energy Auction Participation including DA-1, DA-2, HA-
1, and HA-2 hereto (collectively, the “Participation Rules”).

1.2 Capitalized terms used in these Participation Rules shall have the meanings
provided to them in Section 2 of the Auction Rules. In addition, the following terms shall be
defined as follows.

1.2.1 Available Capacity: See Section 1.3 of Appendix DA-1 and Section 1.3 of
Appendix HA-1.

1.2.2 Commitment Cost: The cost to start or change operating modes of a
generating unit, as specified in Appendices DA-2 and HA-2.

1.2.3 Controlled Capacity: Capacity controlled by Southern Companies through
ownership or contractual arrangement. Capacity shall only be considered “controlled” if
Southern Companies have included such capacity in their unit commitment process as a
dispatchable resource.

1.24 1IC: The “Southern Company System Intercompany Interchange
Contract” as filed pursuant to 119 FERC { 61,065 (2007) and designated as Southern
Company Services, Inc., Second Revised Rate Schedule FERC Number 138, as amended
from time to time.

1.25 [1IC Manual:  That *“Allocation Methodology and Periodic Rate
Computation Procedure Manual” established pursuant to the I1C.

1.2.5A Independent Auction Administrator: See Section 2.1A.

1.2.5B Linked: In the context of a DAE Offer Block or HAE Offer Block, the
term used to describe the circumstance where the offer to sell Energy associated with
such a DAE Offer Block or HAE Offer Block (as the case may be) is contingent on the
sale of either all of the Energy in such DAE Offer Block or HAE Offer Block, or none of
the Energy in such DAE Offer Block or HAE Offer Block. Inthe context of a DAE Unit,
the term used to describe the circumstance where (i) the offer to sell Energy associated
with such DAE Unit is contingent on the sale of either all of the Energy in such DAE
Unit or none of the Energy in such DAE Unit, or (ii) the offer to sell Energy associated
with such DAE Unit is contingent on the sale of the Energy associated with another DAE
Unit.
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1.2.6 Lock-Down Period: As regards the DAE Auction, the one (1) hour prior
to the close of the DAE Bid Period. As regards the HAE Auction, the five (5) minutes
prior to the close of the HAE Bid Period.

2.0 Establishment and Administration

2.1 Employees of Southern Companies holding any of the following positions may
serve as Auction Administrator(s):

Job Title

Job Description

Department to Which
Employee Reports

Department Location
in Relation to Rest of
Southern Companies

Accounting
Coordinator (AC)

Contract Analyst
(CA)

Pool Bill
Operations

Supervisor
(PBOS)

(AC) Responsible for
providing accounting
support for billing
processes under the
Intercompany Interchange
Contract (11C), monthly
billing and accounting
support for Southern
Company Transmission,
and monitoring of certain
Sarbanes Oxley controls.

(CA) Responsible for
coordinating, managing
and administering contract
information related to the
I1C, producing the
monthly energy billings
pursuant to the 11C, and
providing support in
connection with the
preparation and
submission of data and
other information to
regulatory agencies.

(PBOS) Responsible for
providing oversight and
direction to Contract
Analysts in connection
with their duties, as
described above.

Financial and Contract
Services Organization

Within the Operations
Organization, which
ultimately reports to the
Chief Operations Officer
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Department to Which

Department Location
in Relation to Rest of

supporting the
development and
implementation of policies
regarding strategic issues
in order to promote
consistency in regulatory
matters at the federal level.

department within the
Generation Compliance
Organization)

Job Title Job Description Employee Reports Southern Companies
Project Manager (PM) Responsible for Regulatory Affairs and Within the Compliance
(PM) leading, coordinating, and | Energy Policy (a sub- Organization, which

ultimately reports to the
Southern Company
Compliance

Officer and General
Counsel

Risk Manager
(RM)

(RM) Responsible for
compliance-related
monitoring of activities
covered by the Risk
Management Policy and
by other policies (such as
the credit policy, Code of
Conduct, and trading floor
access policy), and for
supervisory oversight
regarding the form of
master trading agreements,
confirmation of trades,
credit risk management,
price reporting, derivatives
accounting and mark-to-
market and risk reporting.

Risk Control (a sub-
department within
Accounting, Finance and
Treasury Organization)

Within the Finance
Organization, which
ultimately reports to the
Chief Financial Officer

None of the foregoing are Southern Companies’ Marketing Function Employees or Transmission
Function Employees, as those terms are defined in 18 C.F.R. § 358.3(d) and (i).

2.1A Southern Companies may delegate one or more Auction Administrator functions
to an independent Auction administrator (the “Independent Auction Administrator”), including

the following:

(a) ensure the Auction software is configured and operates in accordance with the
Auction Rules;

(b) coordinate the implementation of changes to the Auction software;

(c) perform periodic testing of the Auction software;

(d) administer the user registration process;
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(e) manage, safeguard, and store, subject to confidentiality provisions, all Bid
Information, Offer Information, and other and transaction-related information;

(f) assist in responding to inquiries from regulatory entities as related to Auction
activities;

(g) coordinate with Southern Companies and the Independent Auction Monitor
regarding administration of the Auction software and Auction Rules; and

(h) coordinate with Southern Companies to resolve questions or issues related to
operation of the Auction;

2.1B Notwithstanding the foregoing, Southern Companies, as the official operator of
the Auction in accordance with this Tariff, may not delegate ultimate responsibility for the
Auction to any outside party. In this regard:

(a) Southern Companies shall be the official licensee for the Auction software and
shall manage the Auction website and its content; and

(b) Southern Companies, through the Auction Administrator, shall retain the right
to access Bid Information, Offer Information, and other transaction-related information of
Energy Auction participants other than Southern Companies to the extent such access is
necessary to respond to questions or complaints about a particular Auction or to comply
with the posting requirements of Section 4.2.4 of the Auction Rules.

(c) Southern Companies shall retain the right to access their own Bid Information,
Offer Information, and other transaction-related information at any time and for any
purpose.

(d) Any information accessed by Southern Companies’ Auction Administrator
personnel pursuant to Section 2.1B(b) will be stored in a secure physical or electronic
location. Southern Companies will report any such access: (a) to the Independent
Auction Administrator promptly upon its occurrence and (b) to the Independent Auction
Monitor within one (1) business day of its occurrence. The Independent Auction
Administrator will document any such access and maintain related documentation.

2.2 Those employees of Southern Companies directly engaged in wholesale
electricity marketing and trading shall not have access to Bid Information or Offer Information
for any purpose (except to the extent such information is made available pursuant to Auction
Rules Section 4.2.4).

2.3 In order to ensure that Bid Information and Offer Information is maintained in a
manner consistent with the foregoing paragraphs, Southern Companies shall impose internal
data control restrictions consistent with those used for Standards of Conduct compliance.
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4.0

General Provisions

3.1 Sales of Energy Outside the Energy Auction

3.1.1 During the DAE Bid Period of a DAE Auction for a Delivery Day that is
not a weekend day or NERC holiday, Southern Companies shall not make, other than
through such DAE Auction, any Energy sale of 16 hours in duration and 50 MW or more
in quantity to be delivered at a point in the Southern BAA (other than a delivery point
located at a metered boundary with a balancing authority area adjacent to the Southern
BAA) from 6:00:00 am CPT until 10:00:00 pm CPT on the Delivery Day applicable to
such DAE Bid Period.

3.1.2 During the HAE Bid Period of an HAE Auction, Southern Companies
shall not make, other than through such HAE Auction, any Energy sale to be delivered at
a point in the Southern BAA (other than a delivery point located at a metered boundary
with a balancing authority adjacent to the Southern BAA) for delivery during the
Delivery Hour applicable to such HAE Bid Period.

3.2  Transparency

3.2.1 Southern Companies will report the quantities and prices of sales they
made via the Energy Auction to either a reputable index developer or a data hub.

3.3  Auditing; Auction Monitoring

3.3.1 In addition to such information identified in Auction Rules Section 4.3.4,
the Independent Auction Monitor’s reports shall include any instances where it was
unable to verify Southern Companies’ Available Capacity calculations and inputs, or
where issues arose involving availability or the terms of transmission service needed to
accommodate an Energy Auction purchase.

3.3.2 In addition to such authorizations identified in Auction Rules Section
4.3.4, the Independent Auction Monitor is authorized to: (i) verify Southern Companies’
available capacity calculations, including inputs into those calculations; and (ii) confirm
that any transmission service provided by Southern Companies necessary to
accommodate a purchase under the Energy Auctions is not unreasonably withheld.

DAE Auction

4.1 Submission of DAE Offers

4.1.1 Prior to the Lock-Down Period for a given DAE Auction, Southern
Companies shall submit to the Auction Administrator one or more DAE Offers, as
developed in accordance with Appendices DA-1 and DA-2.

4.1.2 Notwithstanding the provisions of Auction Rules Section 5.2.1, Southern
Companies may not during the Lock-Down Period for a given DAE Auction revise their
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DAE Offers as result of them entering into one or more sales of Energy outside of the
Energy Auction; provided, however, that Southern Companies may revise their DAE
Offers for other reasons.

4.1.3 Southern Companies shall identify as an acceptable counterparty in
accordance with Auction Rules Section 4.4.1 each Bidder that: (a) has executed a service
agreement with Southern Companies that references this Tariff; and (b) is in good
standing under such service agreement, including having met all credit requirements
thereunder.

4.2 Recallable Energy Curtailment

4.2.1 The Auction Administrator shall notify Southern Companies of the
appropriate curtailment priority for all DAE Units awarded to it that are comprised of
Recallable Energy.

4.2.2 In the event a DAE Seller experiences such a supply side disruption and
determines that it must curtail a portion or all of the Recallable Energy it has been
awarded in the DAE Auction, it shall do so in the priority order established by the
Auction Administrator, determined as follows:

4221 Energy based on lower-priced DAE Bid Blocks shall be
curtailed before Energy based on higher-priced DAE Bid Blocks.

4.2.2.2 In the event that two or more DAE Buyers had the same DAE
Bid Block, Energy based on a DAE Bid Block submitted later in time shall be
curtailed prior to Energy based on a DAE Bid Block submitted earlier in time.

4.2.3 A curtailed DAE Buyer awarded one or more DAE Units comprised of
Recallable Energy to be sold by Southern Companies may request, in the event of
curtailment, continuity of service (i.e., to not be curtailed by Southern Companies) at a
“buy-through” price. The buy-through price for each hour for which continuity of service
occurs shall be the greater of: (a) at a price equal to the HAE Auction Clearing Price (if
such an HAE Auction Clearing Price exists) applicable to each hour for which such
continuity of service occurs (if Southern Companies are awarded Energy through the
HAE Auction at that price), or (b) Southern Companies’ first (lowest) Offer Price for the
HAE Auction for such hour. Southern Companies will honor such request if able to do
so without adversely impacting system reliability.

HAE Auction

5.1  Submission of HAE Offers

5.1.1 Prior to the Lock-Down Period for a given HAE Auction, Southern
Companies shall submit to the Auction Administrator one or more HAE Offers as
developed in accordance with Appendices HA-1 and HA-2.
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5.1.2 Notwithstanding the provisions of Auction Rules Section 6.2.1, Southern
Companies may not during the Lock-Down Period for a given HAE Auction revise their
HAE Offers as result of them entering into one or more sales of Energy outside of the
Energy Auction; provided, however, that Southern Companies may revise their HAE
Offers for other reasons.

5.1.3 Southern Companies shall identify as an acceptable counterparty in
accordance with Auction Rules Section 4.4.1 each Bidder that: (a) has executed a service
agreement with Southern Companies that references this Tariff; and (b) is in good
standing under such service agreement, including having met all credit requirements
thereunder.

5.2  Curtailment

5.2.1 The Auction Administrator shall notify Southern Companies of the
appropriate curtailment priority for all HAE Units awarded to it.

5.2.2 Sales of Energy comprising HAE Units may be interrupted by Southern
Companies for any reason or for no reason, without liability on the part of Southern
Companies, provided that: (a) sales of such Energy based on lower-priced HAE Bid
Blocks shall be curtailed before sales of Energy based on higher-priced HAE Bid Blocks;
and (b) in the event that two or more HAE Buyers had the same HAE Bid Block, Energy
based on an HAE Bid Block submitted later in time shall be curtailed prior to Energy
based on an HAE Bid Block submitted earlier in time; provided, however, that Southern
Companies may use a different curtailment priority in the event doing so would result in
fewer HAE Units being curtailed than under the curtailment priority provided herein.

Force Majeure

6.1 Southern Companies shall be excused from non-compliance with the Auction

Rules and the Participation Rules, and associated Appendices, to the extent such non-
compliance is the result of an event of Force Majeure or otherwise necessary to maintain system
reliability or to reliably serve load.
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Rules of the Energy Auction

1.0 Establishment

1.1  Southern Companies shall cause the establishment and operation of an Energy
Auction, as fully described herein, for a period of at least three (3) years from April 23, 2009.

1.2 Nothing contained herein shall be construed as affecting in any way the right of
Southern Companies to unilaterally make application to the Commission for a change in rates
under section 205 of the Federal Power Act and pursuant to the Commission’s Rules and
Regulations promulgated thereunder to amend these Rules of the Energy Auction and associated
Rules on Southern Companies’ Energy Auction Participation; provided, however, that no such
filing may have the effect of terminating both the DAE Auction and the HAE Auction during the
initial three (3) year period of their operation.

1.3 This Tariff and these Rules of the Energy Auction do not give to any entity other
than Southern Companies the legal or regulatory authority to sell capacity or energy under this
Tariff.

2.0 Definitions

These definitions shall apply to these Rules of the Energy Auction, the Rules on Southern
Companies’ Energy Auction Participation, as well as Appendices DA-1, DA-2, HA-1, and HA-2,
thereto.

2.0a  Administrative Charge: See Section 8.1.

2.1  Auction Administrator:  Those persons administering the Energy Auction
consistent with the provisions set forth herein.

2.2 Auction Rules: These Rules of the Energy Auction, as applicable to all entities
participating in the Energy Auction, including Southern Companies.

2.3 Bidder: An entity participating in the Energy Auction for the purpose of buying
Energy that: (a) has registered with the Auction Administrator (such registration to include the
provision of contact and related information to the Auction Administrator), (b) has all requisite
legal and regulatory authority to purchase Energy through the Energy Auction, and (c) has
executed a Participant Agreement in a form acceptable to the Auction Administrator.

2.4  Bid Information: The prices, terms, and conditions under which a Bidder offers
to purchase Energy through the DAE Auction or HAE Auction.

2.4a Bid Price: The maximum price for which a Bidder is willing to purchase Energy
through a DAE Auction or HAE Auction, expressed in dollars per MWh ($/MWh).

2.5 Business Day: Each weekday, Monday through Friday, excluding NERC
holidays.
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2.6  CPT: Central Prevailing Time.

2.7 Commission: The Federal Energy Regulatory Commission.
2.8  [Reserved]

2.9  [Reserved]

2.10 DAE Auction: That auction, administered in accordance herewith, for the
matching of DAE Buyers and DAE Sellers intending to engage in the sale of Energy in the form
of DAE Units.

2.10a DAE Auction Clearing Price: See Section 5.4.2.3.
2.11 DAE Bid: A bid by a Bidder containing one or more DAE Bid Blocks.

2.11a DAE Bid Block: A bid by a Bidder to purchase one or more DAE Units,
reflecting the number of DAE Units requested, a Bid Price, and whether the Bidder will accept
the purchase of less than the full number of DAE Units requested.

2.12 DAE Bid Period: The period beginning 12:00:00 Noon CPT two Business Days
prior to the Delivery Day and ending at 6:45:00 am CPT one Business Day prior to the Delivery
Day.

2.13 [Reserved]

2.14 DAE Buyer: A Bidder who has been matched with a DAE Seller through a DAE
Auction.

2.15 [Reserved]
2.16 DAE Curve Crossover: See Section 5.4.2.3.

2.16a DAE Offer: An offer by an Offeror containing one or more DAE Offer Blocks
and an indication of whether the DAE Offer is Dependent or Independent.

2.16b DAE Offer Block: An offer by an Offeror to sell one or more DAE Units,
reflecting the number of DAE Units offered, an Offer Price, and whether the Offeror will accept
the matching of less than the full number of DAE Units offered.

2.16c DAE Seller: An Offeror who has been matched with a DAE Buyer through a
DAE Auction.

2.16d DAE Unit: A 50 MW increment of Energy bid or offered in the DAE Auction for
delivery beginning at 6:00:00 am CPT and ending at 10:00:00 pm CPT on the Delivery Day. As
used herein, the term “Unit” reflects an increment of Energy bought or sold in the Auction and
does not refer to a generating facility.
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2.17 Delivery Day: The calendar day in which Energy is intended to be delivered by a
DAE Seller to its matched DAE Buyer(s).

2.18 [Reserved]

2.19 Delivery Hour: The clock hour in which Energy is intended to be delivered by an
HAE Seller to its matched HAE Buyer(s).

2.19a Dependent Offer: See Section 5.2.3.
2.20 Energy: Electric energy delivered as three-phase alternating current.

2.21 Energy Auction: As the context may indicate, the DAE Auction and HAE
Auction collectively, or the DAE Auction or the HAE Auction individually.

2.22 Firm LD: Shall have the meaning given to that term in the Governing Service
Agreement, or, if not defined therein, shall mean energy transacted whereby a party shall be
relieved of its obligations to sell and deliver or to purchase and receive without liability only to
the extent that, and for the period during which, such performance is prevented by Force
Majeure.

2.23 Force Majeure: Any act of God, labor disturbance, act of the public enemy, war,
insurrection, riot, fire, storm or flood, explosion, breakage or accident to machinery or equipment
(including failure of computer systems or communications equipment), order, regulation or
restriction imposed by governmental military or lawfully established civilian authorities, or any
other cause beyond a party’s control; provided, however, that in the context of the definitions of
Firm LD and Recallable herein, it shall have the meaning given to that term in the Governing
Service Agreement (provided that such Governing Service Agreement provides such a
definition).

2.24  Governing Service Agreement: The agreement between a DAE Seller and a DAE
Buyer or between an HAE Seller and an HAE Buyer under which the sale of Energy is
transacted.

2.25 HAE Auction: That auction, administered in accordance herewith, for the
matching of HAE Buyers and HAE Sellers intending to engage in the sale of Energy in the form
of HAE Units.

2.25a HAE Auction Clearing Price: See Section 6.4.1.2.
2.26 HAE Bid: A bid by a Bidder containing one or more HAE Bid Blocks.

2.26a HAE Bid Block: A bid by a Bidder to purchase one or more HAE Units,
reflecting the number of HAE Units requested, a Bid Price, and whether the Bidder will accept
the purchase of less than the full number of HAE Units requested.
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2.27 HAE Bid Period: The period beginning 75 minutes prior to the beginning of the
Delivery Hour and ending 60 minutes prior to the beginning of the Delivery Hour.

2.28 HAE Buyer: A Bidder who has been matched with an HAE Seller through an
HAE Auction.

2.29 HAE Curve Crossover: See Section 6.4.1.2.

2.29a HAE Offer: An offer by an Offeror containing one or more HAE Offer Blocks.

2.29b HAE Offer Block: An offer by an Offeror to sell one or more HAE Units,
reflecting the number of HAE Units offered, an Offer Price, and whether the Offeror will accept
the matching of less than the full number of HAE Units offered.

2.30 HAE Seller: An Offeror who has been matched with an HAE Buyer through an
HAE Auction.

2.30a HAE Unit: A one (1) MW increment of Non-Firm Energy bid or offered in the
HAE Auction for delivery during the Delivery Hour. As used herein, the term “Unit” reflects an
increment of Energy bought or sold in the Auction and does not refer to a generating facility.

2.31 Independent Offer: See Section 5.2.3.
2.32 [Reserved]

2.33 Independent Auction Monitor: An independent entity engaged by Southern
Companies, subject to Commission approval, to monitor and periodically review the DAE
Auction and HAE Auction and be responsible for responding to questions from Bidders and/or
regulators regarding the integrity of the auction process.

2.34 Into Southern: For purposes of sales through the DAE Auction and the HAE
Auction, the term “Into Southern” means that the energy shall be scheduled and delivered to an
interconnection or interface either (i) on Southern Companies’ transmission system border or (ii)
within the Southern BAA if the Energy is from a source of generation in the Southern BAA,
which interface, in either case, the Southern Transmission Provider identifies as available for
delivery of the Energy in or into the Southern BAA.

2.35 [Reserved]

2.36 [Reserved]

2.37 MW: Megawatt or megawatts.

2.38 MWh: Megawatt-hour or megawatt-hours.

2.39 NERC: The North American Electric Reliability Corporation or its successor.
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2.40 Non-Firm: Shall have the meaning given to that term in the Governing Service
Agreement, or, if not defined therein, shall mean energy transacted whereby delivery by the
seller may be interrupted for any reason or for no reason, without liability on the part of the
seller.

2.41 Offer Information: The prices, terms, and conditions under which an Offeror
offers to sell Energy through the DAE Auction or HAE Auction.

2.41a Offer Price: The minimum price for which an Offeror is willing to sell Energy
through a DAE Auction or HAE Auction, expressed in dollars per MWh ($/MWh).

2.41b Offeror: An entity participating in the Energy Auction for the purpose of selling
Energy that: (a) has registered with the Auction Administrator (such registration to include the
provision of contact and related information to the Auction Administrator ), (b) has all requisite
legal and regulatory authority to sell Energy through the Energy Auction, and (c) has executed a
Participant Agreement in a form acceptable to Auction Administrator.

2.41c Participant Agreement: An agreement executed by an entity and Auction
Administrator that contractually binds such entity to comply with these Rules of the Energy
Auction, including the obligation to pay for Administrative Charges.

2.41d Participation Rules: The Rules on Southern Companies’ Energy Auction
Participation included in this Tariff.

2.42 Recallable: Energy sold whereby the seller, upon experiencing a supply side
disruption, an event of Force Majeure, or as needed to maintain system reliability, has the right,
but not the obligation, to curtail the delivery of such Energy without liability on the part of the
seller.

2.43 [Reserved]
2.44 SERC: The SERC Reliability Corporation or its successor.

2.45 Southern BAA: The Southern Balancing Authority Area, as that term is defined
and used by NERC.

2.46  Southern Transmission Provider: One or more of the Southern Companies, or
Southern Company Services as designated agent, that provides transmission service under the
Southern Operating Companies’ Open Access Transmission Tariff.

3.0 Establishment and Administration

3.1  The Auction Administrator will establish an auction via the Internet to facilitate:
(a) the matching of DAE Sellers with DAE Buyers on a Business Day-ahead basis through the
DAE Auction; and (b) the matching of HAE Sellers with HAE Buyers on an hour-ahead basis
through the HAE Auction.
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3.2  The DAE Auction shall take place every Business Day. The HAE Auction shall

take place every hour of every day, including Business Days, weekends, and NERC holidays.

3.3 The Auction Administrator may administer a DAE Auction for Energy to be

delivered on a weekend day or a NERC holiday at its discretion.

3.3.1 [Reserved]
3.3.2 [Reserved]

3.3.3 In the event the Auction Administrator chooses to run a weekend day or
NERC holiday auction, the applicable DAE Bid Period shall open two (2) Business Days
prior to the Delivery Day and close one (1) Business Day prior to the Delivery Day
concurrently with the open and closing times for the DAE Auction for the next Business
Day.

3.4  [Reserved]

3.5 All Bid Information and Offer Information submitted to the Auction

Administrator shall be used by the Auction Administrator only for auction administration and
audit purposes.

4.0

General Provisions

4.1  [Reserved]

4.2 Transparency; Confidentiality

4.2.1 Except as provided in Section 3.2.1 of the Participation Rules, the decision
to report quantities and/or prices of transactions made via the Energy Auction to either a
reputable index developer or a data hub will be the responsibility of each DAE Seller,
DAE Buyer, HAE Seller, and HAE Buyer. Southern Companies shall not be responsible
for reporting transactions made by other entities through the Energy Auction, except as
provided in Section 4.2.4 below.

4.2.2 Clearing prices of the DAE Auction and HAE Auction shall be made
available to Bidders and Offerors by the Auction Administrator on the following
schedule:

4.2.2.1  [Reserved]

4.2.2.2 DAE Auction Clearing Price — Within fifteen (15) minutes of
the close of the applicable DAE Bid Period.

4.2.2.3 HAE Auction Clearing Price — Within five (5) minutes of the
close of the applicable HAE Bid Period.
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4.2.3 The Auction Administrator shall make the information described in
Section 4.2.2 publicly available (via posting on the Auction website) on the same
timeline as such information is made available to Bidders and Offerors.

4.2.4 By the end of each calendar month, the Auction Administrator will post all
Bid Information and Offer Information for such Energy Auctions that occurred during the
sixth months prior to that calendar month (e.g., by the end of July, the aforementioned
information for January will be posted), subject to the protection of Bidder and Offeror
identities in accordance with the confidentiality provisions set forth herein.

4.2.5 Except as provided in Sections 4.2.6 and 5.5.1, the identity of all Bidders
and Offerors shall be kept confidential from all third party entities, other than the
Commission, the Independent Auction Monitor, and the Auction Administrator except to
the extent it is required as a result of price reporting, EQR reporting, or auction
monitoring/auditing.

4.2.6 The Auction Administrator shall post and maintain on the Auction website
a list of all registered participants in the Energy Auction.

4.3 Auditing; Auction Monitoring

4.3.1 The Auction Administrator will engage the Independent Auction Monitor
to confirm that the Energy Auction is being properly administered in accordance with
these Rules of the Energy Auction.

4.3.2 The Auction Administrator will ensure that all pertinent documentation
associated with auction decisions shall be made available as required to the Independent
Auction Monitor and the Commission.

4.3.3 The Independent Auction Monitor and Auction Administrator may share
information related to the Energy Auction on a confidential and reciprocal basis.

4.3.4 The Independent Auction Monitor shall file reports with the Commission
every twelve months for the first three years of operation of the Energy Auction. Such
reports shall include, at a minimum, the following: (a) the clearing price for each Energy
Auction; (b) the amount of Energy offered and sold by each seller (identified by name) in
each Energy Auction; and (c) the amount of Energy bid on and purchased by each buyer
in each Energy Auction. Southern Companies shall submit to the Commission, by
February 15, 2011 and each year thereafter that the Administrative Charge remains in
effect, a report of any refunds or surcharges resulting from overages or shortfalls
calculated in accordance with Section 8.1.3.

4.3.5 The Independent Auction Monitor shall report to FERC any complaints
relating to the Energy Auctions or other serious matters as soon as possible (rather than
waiting for the next report). In addition, the Independent Auction Monitor is responsible
for monitoring all Auction participants and promptly reporting any questionable behavior
by any Auction participant to the Commission.
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4.3.6 [Reserved]

4.3.7 The Independent Auction Monitor has independent authority to prepare
and submit all such reports described herein without any prior review or approval by
Southern Companies or any other outside sources.

4.4 Identification of Eligible Bidder(s)

4.4.1 Prior to participating in any Energy Auction, each Offeror shall identify
the Bidder(s) to which it is authorized and/or willing to sell Energy and the associated
credit limit(s) the Offeror has established for each Bidder. In the absence of such
information, it shall be assumed that the Offeror is unauthorized or unwilling to sell
Energy to other Bidders via the Energy Auction.

DAE Auction
51 Products Sold

5.1.1 All Energy comprising DAE Units shall be one of two products: (a) Firm
LD Energy for a term of 16 hours beginning 6:00:00 am CPT on the Delivery Day and
ending 10:00:00 pm CPT on the Delivery Day, or (b) Recallable Energy for a term of 16
hours beginning 6:00:00 am CPT on the Delivery Day and ending 10:00:00 pm CPT on
the Delivery Day.

5.1.2 DAE Offers for Firm LD Energy and for Recallable Energy shall be
offered simultaneously, but via separate auctions.

5.1.3 All Energy comprising DAE Units shall be considered delivered “Into
Southern.”

5.2 Submission of DAE Offers

5.2.1 At any time during a DAE Bid Period, an Offeror may submit to the
Auction Administrator one or more DAE Offers, withdraw any DAE Offer, and/or
change any DAE Offer previously submitted during such DAE Bid Period.

5.2.2  Offerors shall submit DAE Offers for Firm LD Energy independently
from DAE Offers for Recallable Energy

5.2.3 Each DAE Offer shall specify whether each DAE Block included in
such DAE Offer is being offered independently (an “Independent Offer”) or whether the
matching of higher-priced DAE Blocks in such DAE Offer is contingent on the matching
of lower-priced DAE Blocks in such DAE Offer (a “Dependent Offer”).
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5.3 Submission of DAE Bids

5.3.1 At any time during the DAE Bid Period, a Bidder may submit to the
Auction Administrator a DAE Bid, withdraw any DAE Bid, and/or change any DAE Bid
previously submitted during such DAE Bid Period.

5.3.2 Bidders shall submit DAE Bids for Firm LD Energy independently from
DAE Bids for Recallable Energy.

5.3.3 A Bidder may submit for a given Delivery Day no more than one DAE
Bid for Firm LD Energy and no more than one DAE Bid for Recallable Energy.

54 Auction Evaluation

5.4.1 DAE Bids and DAE Offers for Firm LD Energy and Recallable Energy
shall be evaluated independently by the Auction Administrator.

5.4.2 Upon close of the DAE Bid Period, DAE Units shall be awarded as
follows.

5.4.21  The DAE Units associated with all DAE Bid Blocks will be
sorted in descending order (highest to lowest Bid Price) to simulate an economic
demand curve. In the event two or more DAE Bid Blocks specify the same Bid
Price, a DAE Bid Block submitted earlier in time shall receive a higher priority
than a DAE Bid Block submitted later in time.

5.4.2.2 The DAE Units associated with all DAE Offer Blocks will be
sorted in ascending order (lowest to highest Offer Price) to simulate an economic
supply curve. In the event two or more DAE Offer Blocks specify the same Offer
Price, a DAE Offer Block submitted earlier in time shall receive a higher priority
of award than a DAE Offer Block submitted later in time.

5.4.2.3  The intersection of the simulated supply and demand curves
(the “DAE Curve Crossover”) shall be determined by locating the quantity on the
supply and demand curves where the Bid Price of the next DAE Bid Block is less
than the Offer Price of the next DAE Offer Block. The “DAE Auction Clearing
Price” will be determined as the greater of: (i) the Offer Price of the last DAE
Offer Block prior to the DAE Curve Crossover (i.e., the highest-priced DAE
Offer Block prior to the DAE Curve Crossover) and (ii) the Bid Price of the DAE
Bid Block that established the DAE Curve Crossover.

5.4.24  Each DAE Bid Block with a Bid Price greater than or equal to
the DAE Auction Clearing Price will be considered for matching. Each DAE
Offer Block with an Offer Price less than or equal to the DAE Auction Clearing
Price will be considered for matching. The matching process shall honor, to the
extent practicable, original bid and offer priority subject to credit limits and other
counterparty limitations as established by Offerors.
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5.4.25 [Reserved]

5.4.2.6  If there are no DAE Bid Blocks with a Bid Price that exceeds
the Offer Price of the lowest-priced DAE Offer Block, no DAE Units shall be
awarded.

5.4.2.7  Parties submitting any DAE Bid Blocks or DAE Offer Blocks
that were considered for matching but which were not awarded any DAE Units
because of credit or other counterparty limitations shall be notified to this effect.

5.4.3 All DAE Buyers shall pay a price and all DAE Sellers shall receive a price
for DAE Units awarded based upon the DAE Auction Clearing Price; provided, however,
that the Auction Administrator may collect the Administrative Charge in accordance with
Section 8.1.

55 Notification, Confirmation, and Delivery

5.5.1 Within fifteen (15) minutes after the close of the DAE Bid Period, the
Auction Administrator shall notify each Offeror and each Bidder that submitted a DAE
Bid or DAE Offer during such DAE Bid Period of its respective awarded DAE Units and
the counterpart(y)(ies) to such award.

5.5.2 Each DAE Seller awarded a DAE Unit shall be responsible for contacting
its DAE Buyer counterparty to finalize the transaction and to arrange delivery of Energy
comprising such DAE Unit. Notwithstanding Section 5.1.3, the delivery point for such
Energy shall be that location determined by DAE Seller or such other point mutually
agreed to by DAE Seller and DAE Buyer.

5.5.3 Upon notification of being awarded a DAE Unit, DAE Buyer shall be
responsible for taking delivery from the delivery point, including all transmission
reservations and scheduling (i.e., NERC e-tagging) requirements, unless DAE Buyer and
DAE Seller agree to alternative arrangements.

5.6 Recallable Energy

5.6.1 Each DAE Seller shall have the right, but not the obligation, to curtail
delivery of Recallable Energy sold as DAE Units in the event it experiences a supply side
disruption (e.g., an unplanned outage or derate) affecting the Energy offered into the
DAE Auction.

5.7 Non Performance

5.7.1 Any attempt by a DAE Buyer to schedule delivery from a location other
than that location specifically identified as the delivery point for the applicable Energy
shall be considered non-performance by DAE Buyer and the DAE Seller shall have the
right to deny the schedule without consequence to itself.
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5.7.2 In the event a DAE Buyer fails to properly take delivery of Recallable
Energy awarded in the DAE Auction, the DAE Seller shall buy back the Energy at 90
percent of the applicable DAE Auction Clearing Price and DAE Buyer shall be
financially responsible for the difference.

HAE Auction
6.1 Products Sold

6.1.1 All Energy comprising HAE Units shall be for delivery during the
Delivery Hour and for duration of one (1) clock hour.

6.1.2 All Energy comprising HAE Units shall be considered delivered “Into
Southern.”

6.2 Submission of HAE Offers

6.2.1 At any time during an HAE Bid Period, an Offeror may submit to the
Auction Administrator one or more HAE Offers, withdraw any HAE Offer, and/or
change any HAE Offer previously submitted during such HAE Bid Period.

6.2.2 Each HAE Offer shall specify whether each HAE Block included in such
HAE Offer is an Independent Offer or Dependent Offer.

6.3 Submission of HAE Bids

6.3.1 At any time during the HAE Bid Period, a Bidder may submit to the
Auction Administrator an HAE Bid, withdraw any HAE Bid, and/or change any HAE
Bid previously submitted during such HAE Bid Period.

6.3.2 A Bidder may submit for a given Delivery Hour no more than one HAE
Bid.

6.4 Auction Evaluation

6.4.1 Upon close of the HAE Bid Period, HAE Units shall be awarded as
follows.

6.4.1.1 All HAE Bid Blocks will be sorted in descending order
(highest to lowest Bid Price) to simulate an economic demand curve. In the event
two or more HAE Bid Blocks specify the same Bid Price, an HAE Bid Block
submitted earlier in time shall receive a higher priority of award than an HAE Bid
Block submitted later in time.

6.4.1.1a All HAE Offer Blocks will be sorted in ascending order
(lowest to highest Offer Price) to simulate an economic supply curve. In the
event two or more HAE Offers specify the same Offer Price, an HAE Offer Block
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submitted earlier in time shall receive a higher priority than an HAE Offer Block
submitted later in time.

6.4.1.2  The intersection of the simulated demand curve and supply
curve (the “HAE Curve Crossover”) shall be determined by locating the quantity
on the supply and demand curves where the Bid Price of the next HAE Bid Block
is less than the Offer Price of the next HAE Offer Block. The “HAE Auction
Clearing Price” will be determined as the greater of: (i) the Offer Price of the last
HAE Offer Block prior to the HAE Curve Crossover (i.e., the highest-priced HAE
Offer Block prior to the HAE Curve Crossover) and (ii) the Bid Price of the HAE
Bid Block that established the HAE Curve Crossover.

6.4.1.3 Each HAE Bid Blocks with a Bid Price greater than or equal to
the HAE Auction Clearing Price will be considered for matching. Each HAE
Offer with an Offer Price less than or equal to the HAE Auction Clearing Price
will be considered for matching. The matching process shall honor, to the extent
practicable, original bid and offer priority subject to credit limits and other
counterparty limitations as established by Offerors.

6.4.1.4  [Reserved]

6.4.1.5  If there are no HAE Bid Blocks with a Bid Price that exceeds
the Offer Price of the lowest-priced HAE Offer Block, no HAE Units shall be
awarded.

6.4.1.6 [Reserved]

6.4.1.7  Parties submitting any HAE Bid Blocks or HAE Offer Blocks
that were considered for matching but which were not awarded any HAE Units
because of credit or other counterparty limitations shall be notified to this effect.

6.4.2 All HAE Buyers shall pay a price and all HAE Sellers shall receive a price
for HAE Units awarded based upon the HAE Auction Clearing Price; provided, however,
that the Auction Administrator may collect the Administrative Charge in accordance with
Section 8.1.

6.5 Notification, Confirmation, and Delivery

6.5.1 Within five (5) minutes after the close of the HAE Bid Period, the
Auction Administrator shall notify each Offeror and each Bidder that submitted an HAE
Offer or HAE Bid during such HAE Bid Period of its respective awarded HAE Units and
the counterpart(y)(ies) to such award.

6.5.2 Each HAE Seller awarded an HAE Unit shall be responsible for
contacting its HAE Buyer counterparty to arrange delivery of Energy comprising such
HAE Unit. Notwithstanding Section 6.1.2, the delivery point for such Energy shall be
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that location determined by HAE Seller or such other point mutually agreed to by HAE
Seller and HAE Buyer.

6.5.3 Upon notification of being awarded an HAE Unit, HAE Buyer shall be
responsible for taking delivery from the delivery point, including all transmission
reservations and scheduling (i.e., NERC e-tagging) requirements, unless the HAE Buyer
and HAE Seller agree to alternative arrangements.

6.6  [Reserved]

6.7 Non Performance

6.7.1 Inthe event HAE Buyer fails to properly take delivery of Energy awarded
in the HAE Auction, the HAE Seller shall buy back the Energy at 90 percent of the
applicable HAE Auction Clearing Price and HAE Buyer shall be financially responsible
for the difference.

Force Majeure

7.1 Auction Administrator and Independent Auction Monitor shall be excused from

non-compliance with these Rules of the Energy Auction to the extent such non-compliance is the
result of an event of Force Majeure.

8.0

Administrative Charge

8.1 In order to recover the costs to develop, implement, and administer the Energy

Auction, Auction Administrator may assess on behalf of Southern Companies an administrative
charge on DAE Sellers, DAE Buyers, HAE Sellers, and HAE Buyers for all Energy awarded to
such entities through the Energy Auction (the “Administrative Charge”).

8.1.1 The Administrative Charge may be assessed by Auction Administrator on
DAE Sellers, DAE Buyers, HAE Sellers, and HAE Buyers regardless of whether Energy
awarded to such entities is actually delivered and whether such sellers are paid by their
matched buyers for such Energy.

8.1.2 The Administrative Charge shall be set initially at $0.02 per MWh.
Auction Administrator shall, on an annual basis, determine whether the amounts
collected through the Administrative Charge result in an overage or shortfall in the
recovery of such costs. By February 15, 2011, and continuing annually thereafter,
Auction Administrator shall post on the Auction website a report identifying: (i) the
amount recovered under the approved charge structure for the immediately preceding
year; (ii) the administrative costs for that same period; (iii) the amount carried over, if
any; and (iv) the revised Administrative Charge to be effective for the upcoming year
(i.e., February 15 through February 14).

8.1.3 In the event that the amounts collected through operation of the
Administrative Charge are greater than the costs incurred (i.e., an overage), Auction
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Administrator shall refund the difference based on a pro rata allocation calculated on the
volume of Energy awarded during the preceding calendar year, with interest calculated in
accordance with 18 C.F.R. Section 35.19a. In the event that the amounts collected
through operation of the Administrative Charge are less than the costs incurred (i.e., a
shortfall), Auction Administrator may upwardly adjust the Administrative Charge on a
prospective basis; provided, however, that: (i) any shortfall shall be carried forward and
be reflected on the annual posting of costs on the Auction website, and (ii) any upward
adjustment in any one year cannot exceed $0.01 per MWh.

8.2  The Auction Administrator shall, on or before the tenth (10th) Business Day of a
given month, invoice DAE Sellers, DAE Buyers, HAE Sellers, and HAE Buyers for the
Administrative Charges applicable to Energy awarded in the previous month; provided, however,
that the failure of Auction Administrator to invoice such charges by such deadline shall not
absolve any entity of the obligation to pay any invoice for Administrative Charges whenever
tendered.

8.3  The obligation of any entity invoiced by the Auction Administrator for
Administrative Charges to pay such invoice, disputes regarding such invoice, interest accrual
provisions, and remedies for failure to pay such invoice shall be governed by the terms of the
Participant Agreement executed by such entity.
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Rules on Southern Companies’ Energy Auction Participation

1.0 Participation; Definitions

1.1  Southern Companies shall participate in the Energy Auction in accordance with
these Rules on Southern Companies’ Energy Auction Participation including DA-1, DA-2, HA-
1, and HA-2 hereto (collectively, the “Participation Rules”).

1.2 Capitalized terms used in these Participation Rules shall have the meanings
provided to them in Section 2 of the Auction Rules. In addition, the following terms shall be
defined as follows.

1.2.1 Available Capacity: See Section 1.3 of Appendix DA-1 and Section 1.3 of
Appendix HA-1.

1.2.2 Commitment Cost: The cost to start or change operating modes of a
generating unit, as specified in Appendices DA-2 and HA-2.

1.2.3 Controlled Capacity: Capacity controlled by Southern Companies through
ownership or contractual arrangement. Capacity shall only be considered “controlled” if
Southern Companies have included such capacity in their unit commitment process as a
dispatchable resource.

1.24 1IC: The “Southern Company System Intercompany Interchange
Contract” as filed pursuant to 119 FERC { 61,065 (2007) and designated as Southern
Company Services, Inc., Second Revised Rate Schedule FERC Number 138, as amended
from time to time.

1.25 [1IC Manual:  That *“Allocation Methodology and Periodic Rate
Computation Procedure Manual” established pursuant to the I1C.

1.2.5A Independent Auction Administrator: See Section 2.1A.

1.2.5B Linked: In the context of a DAE Offer Block or HAE Offer Block, the
term used to describe the circumstance where the offer to sell Energy associated with
such a DAE Offer Block or HAE Offer Block (as the case may be) is contingent on the
sale of either all of the Energy in such DAE Offer Block or HAE Offer Block, or none of
the Energy in such DAE Offer Block or HAE Offer Block. Inthe context of a DAE Unit,
the term used to describe the circumstance where (i) the offer to sell Energy associated
with such DAE Unit is contingent on the sale of either all of the Energy in such DAE
Unit or none of the Energy in such DAE Unit, or (ii) the offer to sell Energy associated
with such DAE Unit is contingent on the sale of the Energy associated with another DAE
Unit.
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1.2.6 Lock-Down Period: As regards the DAE Auction, the one (1) hour prior
to the close of the DAE Bid Period. As regards the HAE Auction, the five (5) minutes
prior to the close of the HAE Bid Period.

2.0 Establishment and Administration

2.1 AnyeEmployees of Southern Companies holding any of the following positions
may serve as Auction Administrator(s)::-—previded—hewever—that—Southern—Ceompanies”

Department L ocation
Department to Which in Relation to Rest of

Job Title Job Description Employee Reports Southern Companies
Accounting (AC) Responsible for Financial and Contract Within the Operations
Coordinator (AC) | providing accounting Services Organization Organization, which
support for billing ultimately reports to the
Contract Analyst processes under the Chief Operations Officer
(CA) Intercompany Interchange
Contract (1IC), monthly
Pool Bill billing and accounting
Operations support for Southern
Supervisor Company Transmission,
(PBOS) and monitoring of certain

Sarbanes Oxley controls.

(CA) Responsible for
coordinating, managing
and administering contract
information related to the
1IC, producing the
monthly energy billings
pursuant to the 1IC, and
providing support in
connection with the
preparation and
submission of data and
other information to
regulatory agencies.

(PBOS) Responsible for
providing oversight and
direction to Contract
Analysts in connection
with their duties, as
described above.
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Job Title

Job Description

Project Manager

(PM) Responsible for

(PM)

leading, coordinating, and

Department to Which
Employee Reports

Department L ocation
in Relation to Rest of

Southern Companies

Regulatory Affairs and

Within the Compliance

Energy Policy (a sub-

Organization, which

supporting the
development and

implementation of policies
regarding strategic issues
in order to promote
consistency in regulatory
matters at the federal level.

department within the

ultimately reports to the

Generation Compliance

Southern Company

Organization)

Compliance
Officer and General

Counsel

Risk Manager
(RM)

(RM) Responsible for
compliance-related
monitoring of activities

Risk Control (a sub-

Within the Finance

department within
Accounting, Finance and

Organization, which
ultimately reports to the

covered by the Risk
Management Policy and
by other policies (such as
the credit policy, Code of
Conduct, and trading floor
access policy), and for
supervisory oversight
regarding the form of
master trading agreements,

confirmation of trades,
credit risk management,
price reporting, derivatives

accounting and mark-to-
market and risk reporting.

Treasury Organization)

Chief Financial Officer

None of the foregoing are Southern Companies’ Marketing Function Employees or Transmission

Function Employees, as those terms are defined in 18 C.F.R. § 358.3(d) and (i).

2.1A Southern Companies may delegate one or more Auction Administrator functions
to an independent Auction administrator (the “Independent Auction Administrator”), including

the following:

(a) ensure the Auction software is configured and operates in accordance with the
Auction Rules;

(b) coordinate the implementation of changes to the Auction software;

(c) perform periodic testing of the Auction software;

(d) administer the user registration process;
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(e) manage, safeguard, and store, subject to confidentiality provisions, all Bid
Information, Offer Information, and other and transaction-related information;

(f) assist in responding to inquiries from regulatory entities as related to Auction
activities;

(g) coordinate with Southern Companies and the Independent Auction Monitor
regarding administration of the Auction software and Auction Rules; and

(h) coordinate with Southern Companies to resolve questions or issues related to
operation of the Auction;

2.1B Notwithstanding the foregoing, Southern Companies, as the official operator of
the Auction in accordance with this Tariff, may not delegate ultimate responsibility for the
Auction to any outside party. In this regard:

(a) Southern Companies shall be the official licensee for the Auction software and
shall manage the Auction website and its content; and

(b) Southern Companies, through the Auction Administrator, shall retain the right
to access Bid Information, Offer Information, and other and—transaction-related
information insefaras-of Energy Auction participants other than Southern Companies to

the extent such access |s necessary {Wtableéeememﬁempemes%eensu%eﬂeat—the

P&FHGPP&I—IGH—R—H—FGS—&HG#GFGH}—tO respond to questlons or complalnts about a Qartlcula
Auction or to comply with the posting requirements of Section 4.2.4 of the Auction

Rulesemmreinetelon ool oo op,

(c) Southern Companies shall retain the right to access their own Bid Information,
Offer Information, and other transaction-related information at any time and for any

urpose.

(d) Any information accessed by Southern Companies’ Auction Administrator
personnel pursuant to Section 2.1B(b) will be stored in a secure physical or electronic
location. Southern Companies will report any such access: (a) to the Independent
Auction Administrator promptly upon its occurrence and (b) to the Independent Auction
Monitor within one (1) business day of its occurrence. The Independent Auction
Administrator will document any such access and maintain related documentation.

2.2 Those employees of Southern Companies directly engaged in wholesale
electricity marketing and trading shall not have access to Bid Information or Offer Information
for any purpose (except to the extent such information is made available pursuant to Auction
Rules Section 4.2.4).
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2.3 In order to ensure that Bid Information and Offer Information is maintained in a
manner consistent with the foregoing paragraphs, Southern Companies shall impose internal
data control restrictions consistent with those used for Standards of Conduct compliance.

3.0 General Provisions

3.1 Sales of Energy Outside the Energy Auction

3.1.1 During the DAE Bid Period of a DAE Auction for a Delivery Day that is
not a weekend day or NERC holiday, Southern Companies shall not make, other than
through such DAE Auction, any Energy sale of 16 hours in duration and 50 MW or more
in quantity to be delivered at a point in the Southern BAA (other than a delivery point
located at a metered boundary with a balancing authority area adjacent to the Southern
BAA) from 6:00:00 am CPT until 10:00:00 pm CPT on the Delivery Day applicable to
such DAE Bid Period.

3.1.2 During the HAE Bid Period of an HAE Auction, Southern Companies
shall not make, other than through such HAE Auction, any Energy sale to be delivered at
a point in the Southern BAA (other than a delivery point located at a metered boundary
with a balancing authority adjacent to the Southern BAA) for delivery during the
Delivery Hour applicable to such HAE Bid Period.

3.2  Transparency

3.2.1 Southern Companies will report the quantities and prices of sales they
made via the Energy Auction to either a reputable index developer or a data hub.

3.3  Auditing; Auction Monitoring

3.3.1 In addition to such information identified in Auction Rules Section 4.3.4,
the Independent Auction Monitor’s reports shall include any instances where it was
unable to verify Southern Companies’ Available Capacity calculations and inputs, or
where issues arose involving availability or the terms of transmission service needed to
accommodate an Energy Auction purchase.

3.3.2 In addition to such authorizations identified in Auction Rules Section
4.3.4, the Independent Auction Monitor is authorized to: (i) verify Southern Companies’
available capacity calculations, including inputs into those calculations; and (ii) confirm
that any transmission service provided by Southern Companies necessary to
accommodate a purchase under the Energy Auctions is not unreasonably withheld.
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4.0

DAE Auction

4.1 Submission of DAE Offers

4.1.1 Prior to the Lock-Down Period for a given DAE Auction, Southern
Companies shall submit to the Auction Administrator one or more DAE Offers, as
developed in accordance with Appendices DA-1 and DA-2.

4.1.2 Notwithstanding the provisions of Auction Rules Section 5.2.1, Southern
Companies may not during the Lock-Down Period for a given DAE Auction revise their
DAE Offers as result of them entering into one or more sales of Energy outside of the
Energy Auction; provided, however, that Southern Companies may revise their DAE
Offers for other reasons.

4.1.3 Southern Companies shall identify as an acceptable counterparty in
accordance with Auction Rules Section 4.4.1 each Bidder that: (a) has executed a service
agreement with Southern Companies that references this Tariff; and (b) is in good
standing under such service agreement, including having met all credit requirements
thereunder.

4.2 Recallable Energy Curtailment

4.2.1 The Auction Administrator shall notify Southern Companies of the
appropriate curtailment priority for all DAE Units awarded to it that are comprised of
Recallable Energy.

4.2.2 Inthe event a DAE Seller experiences such a supply side disruption and
determines that it must curtail a portion or all of the Recallable Energy it has been
awarded in the DAE Auction, it shall do so in the priority order established by the
Auction Administrator, determined as follows:

4221 Energy based on lower-priced DAE Bid Blocks shall be
curtailed before Energy based on higher-priced DAE Bid Blocks.

4.2.2.2 In the event that two or more DAE Buyers had the same DAE
Bid Block, Energy based on a DAE Bid Block submitted later in time shall be
curtailed prior to Energy based on a DAE Bid Block submitted earlier in time.

4.2.3 A curtailed DAE Buyer awarded one or more DAE Units comprised of
Recallable Energy to be sold by Southern Companies may request, in the event of
curtailment, continuity of service (i.e., to not be curtailed by Southern Companies) at a
“buy-through” price. The buy-through price for each hour for which continuity of service
occurs shall be the greater of: (a) at a price equal to the HAE Auction Clearing Price (if
such an HAE Auction Clearing Price exists) applicable to each hour for which such
continuity of service occurs (if Southern Companies are awarded Energy through the
HAE Auction at that price), or (b) Southern Companies’ first (lowest) Offer Price for the
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5.0

6.0

HAE Auction for such hour. Southern Companies will honor such request if able to do
so without adversely impacting system reliability.

HAE Auction

5.1  Submission of HAE Offers

5.1.1 Prior to the Lock-Down Period for a given HAE Auction, Southern
Companies shall submit to the Auction Administrator one or more HAE Offers as
developed in accordance with Appendices HA-1 and HA-2.

5.1.2 Notwithstanding the provisions of Auction Rules Section 6.2.1, Southern
Companies may not during the Lock-Down Period for a given HAE Auction revise their
HAE Offers as result of them entering into one or more sales of Energy outside of the
Energy Auction; provided, however, that Southern Companies may revise their HAE
Offers for other reasons.

5.1.3 Southern Companies shall identify as an acceptable counterparty in
accordance with Auction Rules Section 4.4.1 each Bidder that: (a) has executed a service
agreement with Southern Companies that references this Tariff; and (b) is in good
standing under such service agreement, including having met all credit requirements
thereunder.

5.2  Curtailment

5.2.1 The Auction Administrator shall notify Southern Companies of the
appropriate curtailment priority for all HAE Units awarded to it.

5.2.2 Sales of Energy comprising HAE Units may be interrupted by Southern
Companies for any reason or for no reason, without liability on the part of Southern
Companies, provided that: (a) sales of such Energy based on lower-priced HAE Bid
Blocks shall be curtailed before sales of Energy based on higher-priced HAE Bid Blocks;
and (b) in the event that two or more HAE Buyers had the same HAE Bid Block, Energy
based on an HAE Bid Block submitted later in time shall be curtailed prior to Energy
based on an HAE Bid Block submitted earlier in time; provided, however, that Southern
Companies may use a different curtailment priority in the event doing so would result in
fewer HAE Units being curtailed than under the curtailment priority provided herein.

Force Majeure

6.1 Southern Companies shall be excused from non-compliance with the Auction

Rules and the Participation Rules, and associated Appendices, to the extent such non-
compliance is the result of an event of Force Majeure or otherwise necessary to maintain system
reliability or to reliably serve load.



