
J ~ 
• GIM f'cloNer ~ 

1 $00 llayfiOI"II PllkWI)' 
"'-!Ollie» Box 1151 
Ponaaco&a. R S2S20-<J781 T"'"""""' eo. "'44-&231 

I ' o · 

\,; .... ""· · ~·~ ·' 

HlE COPY 

Suun D, C...n...., 
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September 12, 1996 

Ms. Blanca S. Bayo, Dinldor 
Division or Records .nd Reporting 
Flol1da Public Service Commiaslon 
2540 Shumard Oak Boulevard 
T.a.husee FL 32399-0870 

Dear Ms. Bayo: 

RE: The Soulhem Company· Amendment No.2 to FOITil U-1 Relating 19 Various 
Electricity and Energy Commodity Brokering and Ma~eting Transactions (SEC 
Fila No. 7o-8823) 

Endosad tor official filing are fifteen copies or Amendment No. 2 to Fonn U-1 relating to 
various electricity and energy commodity brokering and ma~eting transactions as filed with 
the Securities and Exchange Commission (SEC File No. 70-8823) on August 21 , 1996. 
This fililg Is requited by Rule 53(a)(4) of the General Rules and Regulations under the 
Public UtWty Holding Company Act of 1935, as amended, 15 U.S.C. §§ 79a ~. (the 
•Actj. 

Please mark the enclosed extra copy of this letter with the date and time the material was 
accepted In your office for filing and return same to the undersigned. ~ 
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Fila No . 70-8823 

SBCUJUTIU AND EXCHANGI! COMMISSION 
Wa•binqton, D. C. 205'9 

Allen4aent No, 2 
to 

FORK U-1 

APPLICATION OR DICLARATIOK 

under 

Tbe Public utility Boldinq Coapany Act or 1935 

S!I HOLDINGS_, INC. 
900 Aebvood rarkvay 

Suite 500 
Atlanta, Georgia 30338 

(If ... of c~ or ~1 .. filing tbia etateaent 
and add.rua of priilcipal ex.ecuUve office•) 

TRB SOU'l'HJilOI COMPANY 

(If... of top re(Jieterecl boldinq coapany parent of 
.. cb applicant or declarant) 

'nlo ... G. Bot'en, Preeident 
SII Boldl n;e Inc. 
too Aehvooer Parkway . 

SUite 500 
Atlanta, Geor91a 30338 

c•... and ad4r••• of aqent ror eervice) 

Tbei co-beion 1e ~~·•tad to .. u eicp\ed copi•• of all order• , 
not. cee and ~1catione to: 

W L. .. .. ~ooJt 
l'iD&Mlal V1ce-Pre•ident 

Tbe Boutbern CoaDany 
270 Peachtree street, R.1f. 

Atlanta, oeorvu 303o3 

'l'bOIU• G. Boien, Pre•ic1ent 
SII Rolc11n;8_, Inc. 

tOO A•hvooC£ rarkvay 
Suite !100 

Atlanta, Georqia 30338 

John o. McLanahan, z.G, 
Trout.an Sander• ~ 

too P .. chtr•• street, N.z. 
su te 5200 

Atlanta, Georgia 30308-2216 

DOCU/1[ NT lt\JM!JER-DATE 
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The Application-Declaration heretofore fila<! in thia 
procaacSinq, aa a.anc!ad by Aaan<Dant llo. 1, 1a nov further aaend• 1 and reatated in ita entirety to read aa follova : 

Qltpriptiqa of fropo•t4 tr•••aatioaa. 

1.1 Dackqroynd, 811 Boldinqa, Inc. (•Roldinqa•) ia a 

vholly-ownacS non-utility a~idiary of The SOuthern COapany 

c•southarn•), a regiatared boldinq coapany under the Public 

utility Bolding COllplfty Act of 1935, .. cJMn4ed (the •Act•). 

Holdinga, directly and through varioua a~idiariea , ia priaarily 

anga9ed in the bu81neaa of 4avelopinq, ovninq , aana9i nq and 

rendering aarvicaa to inclapen4ant power project• and forei9ft 

utility ayat ... , includift9 •qualifying faciliti .. ,• •• defined 

under the Public utility Regulatory Policiea Act of 1978, aa 

... nded; •axa.pt vhol ... le 9•naratora• and •forei9ft utility 

coapani .. ,• aa defined under sectiona 32 an4 33 of the Act, 

reapectively; an4 other power project. Vbicb conatituta a part of 

Southern'• integrated electric utility ayat... Rafe.ranca 1a aade 

to Pile No. 70-8733, and to the order of the co .. iaa! on <Sated 

February 2, 1996 (Bolding Co. Act Ral. llo. · 26468 ) (the •rabruary 

1996 order•) approving the application-declaration of SOuthern, 

Boldinga, and certain other direct and indirect a~idiariea ot 
Southern, for a .ore COIIII)lata deecription of Holdinqa, ita 

oparationa, and ita currant authority. 

Under the teraa of the February 1996 Orde.r, Ro ldinqc 1a 

authori&ed, aubject t o certai n l taitationa, to acquire, directly 

or indirectly tt~ou;b one or aore aubaidiari•• (referred to •• 

•tnteraadiate Subaidiari .. •), in one or .ore tranaactiona froa 

tiaa to tiM tbrou;b Daceaber 31 , 2000, the aacuriti•• ot or 
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other intu .. ta in any one or aora apecifiad cate9oriaa of 

anergy-related faciliti•• or buain••••• (referred to aa •zner9Y
Ral.ated COIIp&niaa•), incluc1il"'9, &ao1"19 othara, any eoapany that 
derive• aubetan~ially all of ita revenue• froa brokarin; and 
~~arketing of electric ane1'9Y, provided that the buyer or aallar , 
or both tbe buyer and Hllar, are located vithin cba araa covered 
by tbe tout:baa•tern alectric Reliability CoWicil (•sac•). 

SOUthern•• oparatin9 electric utility •Ubaidiariaa, Alabaaa Power 
COJopany, Georvia Power Co.pany, Gulf Power coapany, Jtl .. i .. ippi 
Pover coepany, and savannah alactric anc1 Povar Coapany 

(collectively, the •eparatinq Coapani .. •), are aeabara of SERC. 1 

Hol41DIJ• nov Helta a .octitication in the tar.. of the 
February 1tt6 order aolely a• it relata• to the authority of 
Bolclinga to angage through one or 110ra Enargy-blatm coapani .. 
in the buaina•• of ~~arketin; ancl brokarin;. Specifically, 
Holding• propo••• berein that the co--taaion (i) .octity the 
February 1tt6 order to perait Boldift9•, through one or 110re 
•Ubaidiary Energy-Related COapani .. (beraattar referred to aa 
•Marketing Subeidiari .. •), to broker or aarkat other for.. of 
anergy cc- oditiea, in addition to electricity, including natural 
g .. , oil and coal, and to provide incidental related •ervicea to 
cuato..ra; and (11) elt.inata the r .. triction iapo•acS u.nder the 
Pebruar:y Uti Order on the geographic re9ion in vhich auch 
aarketing and brokaring activiu .. aay be conducted, aubjact to 

1 In addition to Georgia, Alabaaa, Miaaiaaippi and Plorida, tbe electric utility M•t..era of SIRC provide retail and Vbol .. ala electric aervica in all or parte of North and South carolina, Virginia, Tannaa ... an4 hntuc:ky. 
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certain qualification& and liaitationa aa reqarda retail aalea of 

electricity and natur._l 9aa. HolcUncJ• 11 not h.rdn nqueatinq 

any other IIOdificatiou to the teraa of the February 19!16 Order. 

1.2 lec;ant P.yelqpMntt in t.ht llectric and Ctt Induttritt. 

'1'be electric utility induetry hal &xp6rienced ctraaatic 

cbaft9U over the paat 15 yaera, vith an accelara' inq trend 

tovard8 derecJUlation in the na-. of enhanced coap.tition, lov!'r 

coet and better eervice. Today, tracUtional utilitiaa auat 

C()llpete for nev load (aa vell aa to retain edatinq load) vith a 

variety of la.;ialatiwly or actainiatrativaly created antitiea not 

tnovn until recently, includift9 •qualifyinq tacilitiae,• •axaapt 

vbol ... le 9eneratora• and independent povar aarketera and 

brokera. In addition, recent ener9Y policy initiative• at tba 

federal laval are clearly dea19f\ed to proaote coapetition in 

vbol ... le urUt.a by raquirift9 that the local electric utility 

provide tranaaiaaion ace••• to co.patift9 buyara and aallara. 3 

Tba Statu are alao actively conaidarinq a variety of 

... aurea duigned to proaote coapatition aaonq electricity 

auppliera at the retail laval. Acco.rdinq to a a\U'Vay conducted 

2 s.. •Proaotjng ftbole•ale coapet.tt.ton 2'hrougb Open Acce•• 
Non-d.t•c:riai~tory ftan.a.t .. .ton serv.tce• by .Publ.tc ot.tl.tt.t•• ancf 
lteaove.ry or Str&Ddecf CO.ta by I'Ubl.to Ot.tl.ttla• &lief t'r~alttjnq 
OtU.tt.te•, • Notice of Propoaed Jt\lleaaltinq and 8\lppl...ntal lfotlce 
of Propaled Jt\llaaaJtinq, IV FBRC State. ' Jte9a . t 32,514, 10 Pad. a.;. 17,112 (April 7, 1995), adopted April 24, 1996 a• Order 111, 
rERC State. • a.ga. t 31 1 031 (Lttl); and aectiona 721 and 722 of 
the Jn1r9Y Policy Act of 1992, Pub. L. lfo, 102-411, 101 Stat. 
2771 (19!12). 
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by tbe ldieon Electric Inatitute (•IBI•)', 47 Statea and the 

Diatrict of Coluabia have initiated lecJialativa or adainiatrative 

, proce•••• for tbe purpoae of addreaaing retail vheellng, induatry 
reatructuring, retail coapetition or alternative requlation. 

Iince tbe becJiMing of 1995, billa adcSreaaing the .. aatte.ra have 

been introduc:.d in 33 State lecJialatur .. , and the utUity 

co..i•aion. in 37 State. and the Diatrict of COluabia have 

initiated, eo~~pletilkS, or participated in 9enerio, oo11pany 

apecifio or inforaal prooeedinga on varioua propoaala to proaot• 

retail ca.petition. • Alao, pilot proqraaa for retail Wheeling 

have been approved in Idaho, Illinoia, Kaaaachuaetta, Miobi9an, 

•ev H•apehire, •• York, Pennaylvania and Washington.' 

Althougb Jtboda Ialan4 ia the only State that haa yet paaaed 

lel)ialation .. tabliabiD9 retail aooeaa for Ill elootrio 

' ... •.Rete.tl f~Meling a Reatructur.ing Report,• Vol . J, llo. l (ldiaon llect.rio Inatitute, June 1996). BEl 1a an incSuatry trade OrcJaniution vboae ... .,.rahip oonaiata of invaator-ovned 
electric utilitiaa. 

• Zcf. at pa9 .. 2 - 3. A .are recent aurvey on retail c-..,.tition .... ur .. by the stat .. conduoted by Rel)ulatory 
..... reb laaociatea, Inc., an independent reNarob o~aniaation , .,.nerally COilfirM the data preeented in the Ul aurvay. SH 
•"-9'UJatory I'Ocall• - ••lectric ZDcfUatry R .. tructur1JI9' Update• (a.c,ulatory Jtaaearcb Aaaooiatea, Inc., JUly u, 1996). 

' Uh4ar tbe llev &a.pahire pilot proqraa, for anaple, 
certain lar9• Q.Wtc..ra .. y 91tin acceaa throu9b their local utility to alternative auppliera. Otilitiea in Kaaaaobuaetta and llbode leland bave &9E'II4 to a tt.&table that would pbaae in retail c ...,etition in tbo.e atatea becJinniDCJ aa aoon aa January 1, 1991. ... ••o Doubt About Zt: lfaaaacbuaetta Ot.U.tt1ea SH •o Cbo.ta. Jklt Cbo.tce, • Tbe Bner9Y Daily (JI:ing Publlahin, Group, February 20, 1996)1 •s.aJleat state rat•• a.tg step ~ard co-petition,• ~ BfteE'9Y Daily (JI:ift9 ~~liahift9 Group, February 
•• 1991) . 
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auatoaara,• it ia evidant that a d9niUcant nuaber of other 

Stat .. are fairly far olonq in their conaideration ot aubatantive 

reatructuriNJ aa .. urea vbicb, once iapl ... nted, voulct enabl e non

traditional power auppliera, includinq power aarketera, to 

coapete with local francbiaed utilitie• for .. lea to retail 

electric cuat011ere, aillilar to th&. kind of corwtition &aoft9 

lONJ-diatance carrier• that baa evolved in the telephone 

induatry. 

Retail and vboleeale co.petition in the natural 9aa inctuatry 

baa evolved _,re quickly. Today, .,.t aapecta of natlll"al qaa 

production have been der.c;ulated, and the tran.aportation and 

atora~~e functiona of the interetate pipeline• have bean 

•unbundled• froa the .. rcbant (9a• aalea) function, •••entially 

tranaforainq interetate pipelinaa into oc..on carriere under the 

open-ace .... providona of the Pedaral !nerqy Jte9ulatory 

CO-iaaion•a (•PDc•a•) order lfo. 636.1 Aa a reault, local 9•• 

diatribution coapaniea (LDCa) and .,.t lar9e induatrial auat~ra 

today have the ability to co.ntract directly with CJ•• producera or 

1 ... ~eotric Otility w .. k (KcQraw-Hill, Auquat 12, 1996) , 
p ••• 

' ... •JtegulaUon o~ ••tur~ aa. Pipeline• Mter Parti~ 
Wellbeacf Deoontrol, • Order lfo. 636, III rzac Stat&. ' RecJa., Requlationa Preaablea ! 30,939, 57 red. a.;. 13,267 (April 16, 
19U). rae initiated effort& to pro.ote <:OIIp&t1t1on ln 1915 
when it 1aauect order 436, which offered certain incentiv .. to 
interatata pipel~ to provide open accaaa, non-4iacrillinatory, 
trauportation \.o and-uae cuatOIIera, thereby anablinq auch 
euata.ere to contract for 9•• auppliea directly with producara and 9aa aarketera. see •Raqulation o~ ••tural aa. Pipeline• 
Mtar Partial Wa11baad Decontrol,• order No. 436, I'DC Stat&. ' 
a.;a., llaCJIIlationa Pru..hl .. t 30,665, 50 red. lt.aiJ . u,•o• 
(october 11, 1915). 
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other euppliere (.1. ·•·, independent gu aarketere) tor ne:e .. ary 

euppliu. 

Moet ltatee have aleo i.pl ... nt~ aeaeuree deeiqned to 

encourage LDCa to provide tranaportation aeparately troa ealea of 
natural gu, ae a ruult of which inclu.trial ancS larqe ~rcial 

gu cueta.era nov generally bave the ability to aake direct 
purcbaeu of gae tr011 proclucere and gaa aarltetere. According to 

u.s. Depertaent or lnergy aourcee, by 19!15, approxiaately 7U of 
all gae aalu to inclutrial cuato.en vece aade by Hllera other 

than LDCe, and 26t of ga• .. lea to ~rcial cutoaere vere 
delivered, but not aold, by tDCa.1 It ia evident, therefore, 

that eignitie&Dt atepe bave already been taJten to deregulat e end
uae gu •ale•, at leaet to certain categoriee of cuatoaera 

(induetrial and large c uncial cuatoaera). 

P'Urtber, due to the inareaaing !.portanca of natural gaa aa 

a fuel for elaotrio generation, aany of the larqer natural gaa 
producen and pipeline concern~~, including lnron corporation 

(lnron Power Marketing, Inc.), Aaoco Corp. (~o PoWer Mar)tetinq 
Corporation) , Panhandle ... tarn Corporation (Aaaociated Pover 

Servicea, Ino.) and lfOrAII snergy COrporation -- tor.erly Arlt.La, 

Inc. <•orb lnergy SerYiCM, Inc.), have organiled and are very 
actively engaged in the buainea• of povar aarlteting on a national 
.oale.• 7b- deve1opente WJderacore that the electricity ancS 

1 s.. 11.11. De~t of 6Dargy - Knergy Intoraation AdainUtr•tLoD ••turd 0.. lfontbly, Table 24 (February 1996). 

' In thie regard, it ie eigniticant to note that the Act, u it baa apparently bun conatrued by the Division of Inveat.ent 
~~anag ... nt, iapoeu no liaitation vhataoever on the ability of 
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natural 9 .. induatri .. are no lon9ar Mparate anc1 diltinct anc1 

t..une froa c011petition vith .. ch other. Inc1ee4, the enar9Y 

ia,c:luatry ia beaollinq incr .. einqly inteqrated anc1 coapetitive at 

all level•, vith the vrovinq recognition that different forae of 

enercJY, particularly electricity and natural 9 .. , are 

interc:ban9eable. 'l'o be coapetitive in ~1• -1'9in9 aarltat, 

eneZ'9Y auppliera .u.t be able to offer l&r9e c:uato.era anU9Y 

optiona, tbe benefita and aavinqa aaaooiated vith the ability t o 

&CJ91'&9ate auppU .. , fuel avitchlnq capa.bllltlaa, and alnqle 

co.pani .. outeide of re~Jiatared boldlnq c::r.!'y eyatae to 
OZ'CJ&niae national power .arketlnq aubeidiar •• to aell 
electricity at Vbol ... la or retail anyvbere in tba united stataa. 
Speci~ically, tba Diviaion of Inveataant Mana9aaent baa concurred 
in a aviu of no-action letta.ra that a coapany orcJanbad to 
en;a9e in alactrioity aarketln; la not an •electric ~tllity -
c:oapany• vithia the aeaninq of section 2 (a) (3) of tb• Act lf it 
cloea not ovn or operate pbyaical •fa.cilitiea• tor tbe 9enarat1on , 
tran.al .. lon, or diatrilNt.ion of electric en&r9Y. Bence, tbe 
aoqulaltlon of the aec:uritl .. of auch a aarketinq aubaldlary by a 
OOIIP&nY t.bat ia not in a Z'e~Jlatered holdlnq OOIIPU'Y IY•taa ia not 
aW»jec:t to the cc i•aion•a juriedlctlon under section t(a) of 
the Act, and the aoquirint,r coapany clou not bec011e a atatutory 
•bolclintJ CCIIif'UIY• or •affiliate• of a public utility COIIP&ftY u a 
r .. ult thareot. Bee bron Potter lfarlcating, Inc . , SIC Mo-Action 
Latter clat.d January 5, 19t4 (Ref. Mo. 94-1-QPOR); CRSS Potter 
lfarA:atJ.Dg, l'DO., SIC Jlo-Actlon Latter elated March 31, 19t4 (Ref . »o. t4-4-GPUR)I •1actric ClaariDg~a, Inc . , SIC Mo-Aation 
Latter dated April 13, 1tt4 (bf. lfo. 94-5-QPVR) 1 l'Dtar-cout 
~ MarkatiJig co., SIC •o-Aatlon Latter elated Dec.-bv 6, 1994 
(bf. •o. tl-15-oPUa) 1 and .ua ftMIJ.Dg CorJ~Qrat.ton, sac •o-Actlon 
Latter elated .January 20, 1tt5 (bf. •o. 15-1-oPUa). In .. ch of 
theM no-acti.on lettera, tba COIIPU'Y .-pbaaiaed that, aince a 
povar aarketer woulcl r ... in aubjaot to r89Ulatlon by PDC under 
the Pederal ~ Act, no recJ'lletory •9ap• would r..ult it the 
entity ~ tr .. ted tor purpo ... of tba Act •• a non-utility. In 
tba •1aotricr Clurilag~• no-action latter raqueat, tbe coiiPany 
al8o atreaaed the p&"O COIIpatltlve natura of power aarketara, 
&rCJUincJ t.bat eny dateraination to tr .. t a .arketar aa an 
•electric utility a "+'nya under laotion 2 (e) (3) of tbe A.ct would 
have a •cbilliftiJ effacrt on the clavel~nt of a coapetitive 
elaotrio power 1nduatry •• the r89Ulatlon to which power 
aarketen voulcl then be au.bjected to (ale) under the Act vo~ld 
aarva a• a ai9nificant cletarrent to entry.• 

• 
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eource procv.ru.ent aervicea coverinc) all of tbe cuat011er'• eMr9}' 

neede. Moreover, toclay•a enerw aarketa are national in acope, 

- u tbe ability to both purchaH and deliver electricity and gu 

1a aUbject to fewr and fever pbyaical and regulatory barriera. 

In 1994, tbe ca.ai .. ion itnlf took note of theae 

developiMJlta in ita •Jtequ .. t tor ec..enta on JCocSernhation of the 

~etion of Public-utility Boldine) eo.p&niea• (Roldift9 co. Act 

.. 1. lfo. 26153, dated lfovow""r 2, 1194) , Vbicb culainated in J\l.ne 

1995 vith tbe preHntation by the Diviaion of Inv .. t..nt 

Kanagaent of a eeri .. ot proponla and recoaaandationa d .. i91'*1 

generally to reduce ~latory Wrdene on reghtared holding 

oo.pany ayat:eae in order to enable thea to co.pete ao.re 

effectively vith other utiliti .. and alternative energy aupplier~ 

in tbe .lnor ... ingly CCJIIP8titive energy aarkete (th.e •Aaport on 

a.,ulatioa o~ Public-otility •oldi.Dg CO.pAnje••). 

More recently, 1n co.a.olict.ted ••tural Gu COapAny, et al. , 

Roldift9 co. Act .. 1. lfo. 26512 (April 30, 1196) c•co.a.olidated 

••tural Gu•), tbe CO..iaaion authorised a regiatered ga• utility 

bolding co.puty to acquire an inter .. t 1n a venture that vill 

•upply, Hll, purchaH, aarket, broker or otherviae trade 

electricity or fuel, and provide electricity or fuel aanageaent 

Hrvicaa, and carry on activiti .. , or parfoB aervicea related t o 

the forego inc). In ita order, the co-iaaion again took note of 

the "inor .. aing integration of enerfi aarute• an4 obaerved that 

•the r .. truoturing of the electric induatry nov underway vill 

clraaatically affect all United Statea energy aarkete aa a reault 

of the groving interdependence of natural gaa tranaaiaaion ancS 

9 



electric CJeMration, ancl tbe intercbanc;eabUi ty of different 

fcraa of eneqy, particnalarly qaa and electric ity.•" Further, 

althoutjb the ca haion r ... rvecS juria4iction over Con.oUdatecS •a 

propoaal to aarket electricity and qaa to retail cuata.ara, it 

took note of the rapid developunta in retail electric 

coapetition due to State initiativ- and of the poeitioniNJ by 

both traditional utUitiu ancl other auppUara to coapeta in 

retail electric aarketa •• they open.u 

1.3 Balatlgneblp to Qtbtr Autborizationa. Southern coapany 

Strvicea, Inc. (•lea•), a •ubeidiary •trvice coapany of Southtrn, 

a• aqant for the Operatin9 COIIplnie•, baa bean authorhecS by rae 
to .. 11 electricity at Vbol ... le to unaffiliated tntiti .. at 

aarkat-bteed ratu.a Boldinq• al•o currantly ovna, indirectly, _ 

all of the •tock of loQtbern ~ JC&rk&tiNJ, Inc. (•SOUthern 

Znerqy•), an •ex...,t vbol ... le CJeMr&tor• vithin the ... niTICJ of 

Section 32 of the Aot, 11 vhich baa alao bean authorhtd by rae 
to aell electricity at vhol ... la at aarltet-baatd rat ... 14 All a 

conaequ.mc:e, there .. y be oc:caaiona vban Holdir\9• (thro\lC)b 

SOUthern ZnU9Y or a llarketincJ SUbeidiary) vill co.pete vith sea 
and the OperatiDIJ COIIP&ni.. for vbolaaala cuatOMra. Hovaver, 

" COn.aHct.tecl ••taral Gu at pp. 11 - 12. 
II Id., ~ 12. 

u &ae SOUtberD CO.paay service•, Ina., 75 FIRC t 61,130 
(April 30, 1996). 

u sae soutbern anergy Marketing, Ina., 71 FIRC t 61,376 
(1995). 

14 ... soutberD CO.paay sarvJ.ca., ItJa., et al., 72 rae 
t 61,324 (1995), order OtJ rab'g, 74 F!RC t 61,141 (1996). 
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auch ca.petition ia the inevitable conaequence of liaitationa 

that are eabodled ln cartain •cocsaa of COnduct• that vera filed 

vith FIRC •• a part of the .. parata a&rket-rate application• of 

SCI and of Southam lnarcn-.u In CJ•naral, the Coda• of Conduct, 

vbicb apply to Ill of Southern'• aubeidiariea, prohibit scs and 

the Operati.Dv Coapanl .. froa 4bclo.inCJ to any other aubeidlary 

of SOUthern non-public inforaation knovn to th .. concerniftCJ the 

identity of any actual or potential vbol ... la cuatoaer, or the 

ter.e under vbicb th• Operati.Dv Coapeni.. have eold or offered to 
Mll power to any INch ouatoaera. In order to coapeta 

effectively 1n all tlbole .. le urkate, therefore, Southern ia 

cc.aitted to 4evalopi.D9 a aarkatlnt capability on .. ch dde of 

thla n:ac-l115'aaed lnforaation barrier. 

AltbOUIJ)I SOUtham 11\U"CJY aay aarket electricity on a 

national aoala, u an •ax•apt vbol ... la CJ&nerator• it aay not 

aake dOIMatio retail Nlea, and 1a r .. tricted unc1er currant f'DC 

interpretation• of section 32 in tbe a.ount of fuel NrketiJ'I9 and 

brokariftCJ activitl .. that it aay en«JaCJ• in or related eervic .. 

that it aay offer to potential ouatoMra.•• Tbua, eubject to 

u fte COdea Of Conduct vera OriCJlnally filed vith FERC ae a 
part Of SOUthern ltbUtt'• urut-rate applicatio.n. south.arn ltnarfi pr~ed two Cod .. of COnduct, one applic::able to SCI and the OperatiftCJ cc.p.niu a'Kt the othar applicable to southern 
Enarvt and to all other aubeidiariu of SOUtham other than SCI 
and tfta Operat1nv CCIIIP&ni... 'l'ba Codaa of COnduct have been 
raviaad Mvaral tiMe, .oat recently u a part of a coaplianc:a 
fillnt to the ..n.t-rate order iaaued April 30, 1996 to sea and 
the Oparati.Dv c:c.pe.n1ae. ... .toutbenl coapuy service•, rnc., npra n. 12. 

M An •exewpt tlbola .. la CJAnarator• 1e def1necl in section 
32 (a) .. any per80D deterained by rae •to be &ftCJaCJe4 directly, 
or indirectly tbnN1Jb one or .ora affiliate• ••• , &D4 
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receipt of an o.rder in thia procaedin;, Holdin91 aay elect to 

decertify lou~ern lnerqy aa an •exeapt Vholeaale 9enerator• (in 
vbich c:en loU~ lnarqy vould be treated aa a Markati.n; 
8ubeidiary of Boldin;• aubject to all of the tera8 and conditione 
of tbe February 1991 Order, aa ao41fied by the coaaiaaion•a order 
in thia proceedin;) and/or 0r9aniae one or •ore nev KarketincJ 

IUbeidiad .. to env ... in the broader .·&nCJ• of vbo' ... l• and 
retail enarvY aarketinq activit! .. , and other activitiaa related 
thereto, u d..cribed belov. 

1.6 Pt•griptipn of fropoatd Aqtiyitiea. Holdinqt propoaea 
to env•9•· tbrOU9b one or .ora Markatin; Sublidiari .. , in all 
foru of broJterin; and .arketinfj tranaactiona involv1"9 

electricity and other typea of enarqy co•aocUtiu, includinfj, 
vitbout lillitetion, oil, natural 9a1 and coal, and in providinq 
incidental related auvic .. to cuetollen, auch ae fuel 

ll&fta91111Dt, etorave and procur...nt eervicea. Holdinfja propoe.u 
t:bat llarketin; SUblidiari .... y anqa9• in auch activitiaa vitbout 
r19ard to the location or identity of cuatoaera or aource of 
revenuaa, provJ.ded, bowever, that (i) unl••• addition.l approval• 
are obtai ..... frc:a rae, llarltetinfj IUblicliariaa Vill not Hll 
electricity to tbe Operatinfj Coapaniu, and (11) llarltetinq 

gglueivaly in tbe bu8ine11 of ovnin; or operatiDCJ, or both ovninq and operatinQ, all or part of one or .ore ali9ibla facillti .. and Hllln; alactrio enerqy at Vholeaala.• (,.phaaia added) • rae baa interpreted aection 32 to probibit an •exe'IPt vbol .. ala 9enerator, • aucb u sou~ tnerqy, trc:a &n9a9in9 ln fuel deli•uy and tran.ai11ion tranaactiona except to the extent neceaaary to atteotu.ta ita ovn aalae of pover. S11 C1IG Potter BervJ.ce• cor,poratJ.Oil, 69 HRC ! 61,002 (1.994); t2G Potter Barvl.~ Cor,poratJ.Oil, 71 nac t 61,026 (1995); and ClfG Potter Bervica• CorporatioD, 71 PJaC t 11,371 (1995). 
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S~idiari .. vill not aake any aalea ot electricity or natural 
CJU to retail CNetoae.n in any State unle .. authorhecS or 
peraittecl to aake auch .. 1 .. under the lava ot that s tate. In 
addition, Roldi~• requeeta that the co .. ieaion reaerve 
juri~iction over any aalea by Marketi~ SUbaidiariea ot natural 
gaa or electricity to cuatOIIU'a 0\:t aid.e the UnJ.ted Stat .. pendincJ 
COIIPletlon of tbe record in tbia procee41~. 17 

It ia aU<> ~aaad tbat Marketl~ SW,.idlariee .. y, troa 
tiM to tt.a t.hrOUCJb Dac:ubar 31, 2000, inv .. t up to $300 alllion 
at any one tiM outatancUng to acquire or conatruc:t pbyaic:al 
•••eta tbat are incidental and reaaonably nec:eaaary in the day
to-day conduct ot aarutift9 operatlona, auch aa oil and gae 
atorage faoilltl .. , gaa or coal reaervea, or a pipeline apur that 
ia needed in order to aalte deliver! .. ot fuel to an induatrial 
cuatoaer1 pnw1dad, however, tbat, without the further order ot 
tb.a ec-1.-ion, no Marketing SUbaidiary vlll acquire any 
faoilitiea if, aa a reault thereof, it vould be or bec:oaa an 
•elac:trlo utility coapany,• aa defined in Sac:tion 2(a) (3) ot tbe 
Act, or a •gaa utility coapany,• •• defined in saction 2(a)(4). 

are•ertnq Aqtiyitlta. arokerift9 generally involve• bringi~ 
tvo partl.. (typically a buyer and aeller) together tor a tee or 
co.aiaaion vbiob one of tb.a part! .. bu agreed to pay. Aa the 

11 It ia not intended that auch propoaad reaervation of juriadiotion vould in any vay liait or r .. trict Roldift9a' ubilit y to aaka retail .. 1 .. o( electricity or gu outalde the United Stataa tbrODgb •ex set Vbol ... le genaratora• or •foreign utility co.paniea, • u defined in aaotiona 32 and 33 of the Act, reapectlvely, aubjeot to aatlafying tbe apecitic r equir..-nt• ot tboae aectlona. 
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Marketinq Subeidiary would neither buy nor aell power or enerqy 

in a broJcerinq trenaaation, tbere vould be no price axpoau.re or 

dCJftificant financial riu. In addition, brokarinq, aa aucb, ia 

not r~lated aa tbe aale of power unc!er tbe Federal Pover Act or 

any atata r~latory ach.... 'l'ba Coaiaaion haa, on aavaral 

occaaiona, approved propoaala involvinq electricity and 9•• 

broJcerinq activitiaa aa an aoquiaition of an intaraat in a non
utility buaineaa that i• inc~t:al aDCS ancillary to the 

principal buainaaa of a r&9iat:arect bold.i.nq coapany ayat-. 11 

Marketina Agtiyit.ig. Jlarkatinq tranaactiona aay taka a 

variety of different f0%Wa. In ~al, bovavar, th••• 
trannctiona involve contracta unc!er vhicb tba parforaance of tb.a 

partie• ia axpraaaed in tara& of the obli9ation to aalta or take 

phyaical delivery of alaotrioity, 9•• or other ana~ 

co..oclitiu, aa vell aa the purcba .. and Mla of coaodity-baaed 

derivative contract&, aucb u optiona, avapa anc1 excbanqe-traded 

11 s .. .wnte.rvr ~·, 110ldin9 eo. Act Rel. •o. 25141 (July 
1, 1993) (autbori•lnt .ale of oonaultinq Mrvicea to non
atfiUatu, inoludift9 npertiM relatinq to brokerinq of power 
raaourcea); and Ulll'f'Z£ ~·, Boldinq eo. Act Rel. •o. 25116 (Kay 
24, 1993) (autboriaift9 orvanisation of a nev aubeidiary to ..rve 
a• a power brokarlnq &9ent). otber •conaultinq Mrvicaa• order• 
iaaued over the yura bava not iapoaed any 9aQ9raphic 
lillit:ationa. s .. e.g., ftla SOUtbal'D Co•pany, Koldinq eo. Act 
Rel. No. 22132 (July 17, 1911); ~rican •lactrio Paver CO.pany, Inc., Koldinq co. Act Rel •o. 22461 (April 21, 1912); and Ni~l• 
South Ot111t1••• Boldinq co. Act Rel. No. 22111 (January 11, 
1913), &anoa, tbe 9eocJT&IIbio liait:ation contained in tba 
February lttt Order, inaofar u it appu .. to brokerinq, 1a at 
odda vitb ut:abliabed Co 1•a1on p.racecSent. 
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futuraa contract., under vhic:b phydcal delivery uy or a&1y not 
in fact occur • ., 

Generally, vbat diatiftCJ\lbhae a urkater troa a broker b 

that a uruter, unlilte a broker, uaually take• title to the 

c:OIIIIOdity (in thie caee, electricity, 9aa, oil, etc.) and bear• 

the rieke aeeociated vith aarket price fluctuation• of the 
co.-odity (Mrlcet riak) and the ability to enforce perfo~ee by 

the other party to the contract (counter- party credit riek) . Ae 

deaoribecl in CJI'e&ter detail belov, a oriUeal aepect of 

aueoeaaful aarketin9 involv .. the uae of varioue riek aiti9ation 

.. aaurea to balance overall portfolio poaition in order to liait 

the financial illpaot of any loa• that .. y be auatained on any 

particular cc :~ity traneaction due to adverea aarkat price 

aov ... nta or countarparty default&. Suc:b aaaaur .. uy include 

entering into off• .. tting phyaieal delivery contract& (1.a., off

eetting parc:ba ... and .. lae of electricity, 9aa, ate. ), the 

purcbaee and .. le of derivative i.netr\menta, eu.c:b a• optione and 

future• contract., for purpo••• of hadgin9 a phyeioal poeition, 

and an appropriate aix of long and ehort-tera contract& • 

., !be purcba .. and Hla of coa.od.ity-baeed derivative• in a c• c~ity buaiMaa (9enerally, optione, futur .. contracta and 
nape) -~ be tor the purpoee of bedcJii'ICI (or off-aattiftiJ) an exietin; poeition under a contract cellinCJ for 0\by•ieal delivery of a cca•:dity, or ae a •~titute for a poeition to be taken at a later tlae in a pbydea~ aarket, for aXU!pla, to lock in the 
price of a block of electricity or 9a• that vill be naaded in the future in order to .upply nav ouatoa.r•. ror an electricity/ gae aarluater, the purcba .. an4 eala of ener9Y-baaed derivative• uy be a lea• day aeana to taka a podtion in a coaao41ty than 
other altarnatlv .. , euc:b u buildin9 axpeneiva povar plant& or purcbaain; and holding large inventories of a coaaodity. 
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Altbouqb it ia not Boldin;•' purpoaa bare to describe with 

particularity tba fora of each urkatinc;r tranaaction in which a 

llarketin; SW»idia.ry uy •DIJaqa, tba follovin; ducribea ao .. of 

tba aora typical arran; ... nta that are cont.-plated: 

(a) l:ltgtriglty an4/gr fUll Arbitrage Tr•n•actJ,ont. 

llarkatin; uy involve a aiapla fuel-tor-electricity axchanqa in 

vbich a llarkatin; IW»idia.ry uy co.ait to pu.rcbaaa fuel froa an 

electricity producer and, in turn, aupply electricity at an 

ac,raed price. A llarkatin; ~idia.ry in tbla caaa would ... k to 

participate in tba avolvin; integrated anar9Y urkat by 

identifyin; and capturin; tba electric and/or tual arbitrac;ra 

profits that are inherent in tba vbol ... la electric and natural 

c;ru buainaaa. 

ror axa.pla, auppaaa a .unioipal electric ayataa 

(""lluniPover•) baa entered into a lon;-tara, fixed-price, c;ra• 

contract to pu.rcha .. c;raa vbich it uau to c;ranarata electricity. 

Bacauaa MUniPovar baa a source of fixed-price qu, it aaaantially 

produ~ fiXed-price power. If avanta (e.g., an unusual cold 

spell) vera to drive up CJU cSaaancS and banca apct qaa prieu, 

MUniPover vould bava an opportunity to .. u ita c;raa aupply on the 

~t urkat at a profit, but would be prevented froa doinq ao 

ainea ita qu supply ia uaantially dedicatacl to producin; ita 

electricity requir..-nte. In auch a case, a IC&rkatinq ~idiary 

could enable MUniPovar to ruUaa a profit on tbe .. 1. of ita 

qu, but witbaut any intarru[\tion in tba aupply of electricity to 

lpacifically, a llarkatin; ~idiary 

could contract witb third party povar producer• for an 
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alternative aupply of lover-coat electricity to .. et MuniPover'• 

neecla in exchange for the riqht to JluniPover • a gaa aupply, vhich 

the Marketin9 Subeidiary voul4 then reaell on the apot aarket at 

a profit. ID thia exewple, MuniPover voul4 benefit fro• the 

lover coat aouroe of electricity and/or throu9h a aharinq of the 

profit ru1iae4 by the Marketing 8ubai4iary in ~ ... rketin; 

11\miPover.. .,.. aupply. 

(b) QliM•Gb CQntrol of IMray AAittl. Another eX&JIPle 1a 

a tranuation in vblob an owner of 9aneratlon and related ene.rgy 

aaaeta vanta to •outaouroe• 4lapatob control (bUt not phyaical 

operation) of ita 9eneratin9 facllitiu in return for fixed price 

e.ltctricity. To Uluatratt, auppaat a generation cooperative 

(•COop•) baa a aix of generation aaMta vbich it uau to aupply 

ita ... ,.l' cooperative•' power netcla. Tbe COOp fuel 9aneration 

aix includu 9aa, oil and ooal, vbic:h Coop purcbaau on the apot 

aarket. Aa lOftiJ u COop purcha ... ita fuel on the apot aarket, 

ita electricity coat vUl fluctuate vith tht apot aarktt Cor 

fuel. Coop could redUct or eliainata auch price volatility by 

anterinq into a contract vlth a third party vbo agree• to take 

.over the fuel procureaent and dlapatob reaponaibilitlea of all of 

Coop'a generation .... ta in excbaDge for Coop'• agreeaent to 

purcbaM power unAer e lonq-tara fi.xed price contract . 

In thla aitution, a Marketin9 8\&beicU ary could otter COOp 

vbat ia eaaentially a •fixtd-for-floatinq avap.• The Marketing 

sw-idiary voulcl expect to realist a profit on the tr&M4lction 

tbroUCJb ita ability to acbievt overall eavinqa on Cutl coat and 

by controllin9 tbe dlapatcb of Coop•• ganer atinq uni ta in order 
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to aaaura that the unita vith the lovut fuel coat at any tiM 

are diapatahad tirat.• Tbe Karketinq Sub8idiary could aupply 

COOp vith power froa either eoop•a ovn 9eneration aaaeta, or fro~ 

.ore econc~~ic tacUitiu, dependinq on the currant aarkat for 

power. rurthaz', tbe llarketlnq SW.idiary aay bava the 

opportunity to ••xiahe the value of ,..ny axceaa cc >P 9enerat1nq 

capacity by aarketiNJ aucb capacity to a IIUch (Jruter nUIIber of 

potential purcb&HH than COop on ita ovn would be able to do. 

fta net ruult tor Coop 1a a lover coat of power vhich it can 

paaa on to ita limber cooperativu. 

(C) hlw gf Optlpna gn CJR'City gr Energy. In a nother type 

of tranaaction that ia becCIIIiniJ inc:r .. aiNJly c.cmon in the 

eleatrio utility iaduatry, 11any utiUtiu, aa vall aa power 

aarketera, inatead of aakiNJ for bide tor tina power to .. et 

future lftlr9Y naeclla, bave becJun aakinll tor optiona on capacity or 

enervy. ~. allowe utilitiu to avoid additional capital 

apendiniJ in en uncertain aarket environ~~ant, and allova the• to 

quickly a .... • the coat of ... un~~ future enar9Y neada. 

To illuatrate, nppoM that a utility baa eo~~plettld ita 

ri80Urce planniNJ 111aicb in4icetea the neecll tor a certain a110unt 

of additional capacity aevaral yeera in the future. Inatud of 

reczu-tinll bide for fixecll-prica 1ft1r9Y or capaci ty, the utility 

-Y prater to ~t bida tor optiona on that anarqy or 

capacity. A llarketin9 8\lbaidiary, in thia aituation, could aell 

• 'fh1a type of •Ulfld-for-floatiNJ .vap• tr~ction vu 
recently offl&'ld by Ol)lethorpe Power corp., the l&.rC)eat electric 
cooperative in tbe Ollltecll ltatea. .._ Parer llarbt. "" Jc (McGnv
Bill, February 12, 1ttt), pp. 1-3. 

1t 



• 
auch an option tor a pruiua paid up front. However, if the 

purcbaain9 utility operate• in a aarket where apot electricity 

price• are driven by the coat of qaa-fired qeneration, and the 

Marketinq IUbaidiary•a poaition uncSar the option contract aold to 

the utility ia covered by riqhta to qaa-fired qeneration vhicb 

the Jlarketift9 lubei4iary baa acquired or ovna, the Karketinq 

Subaidiary would be expoaed uncSar the option contract to the riak 
of any 1ncr .... in the price for natural qaa. A Karketin9 

lubei4iary could bedqe thia riak by purcbaainq an option in the 

natural qaa future• aarket. 

(d) latipnal lnerqy SUpplier. Tbe fourth exaaple involve• 

Mki!lq retail Nlu to e l&r9e enerqy conauaer vith taciliti•• in 

.. ny different locationa vho viabea to •outaource• ell of ita 

enervy n .. da at all locationa in ordar to acbieve ovarall 

Nvift9a, by, &IMIDCJ other aaana, obtainin9 voluae di110ounta tbat a 
ai.nqle aource aupplier could offer, and by eliainatinq the hiCJh 

coat of adainiatarin9 aeparate procur&~Mnt prOCJl' ... at Ncb 

location. 'l'o illuatrate, auppoee tbat a national de~t 

atore cbain baa atorea in all fifty Stat.. and viah .. to enqaqe 

en •enerqy partner• to adviM it on ita current enerqy purcbaMa. 

A llarketift9 1\abeicUery could adcSre .. thia cuatoaar•a needa in 

.. veral vaya. Initially, it could beqin advieinq the cuatoaar on 
tuel prOCN&"-.-t praotic.e i.n order to ident ity lover co.t 

auppli .. , and undartake to repreaent the cuato .. r in neqotiationa 

vith ita variou.a elec tric utility, qaa utility and fuel 

auppliera. Ultiaately, and a\lbjeot to neoeaaary cbanq .. in State 
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lava, the Marketing Subaidiary aay itaelt viah to bec o .. the 

electricity aupplier at each ot the cuato .. r'• atorea. 

1.5 Q&l ot Biak Mitigation Meaauxea. Holding• repreaenta 
that, in the ordinary courae of buaineaa ot any Marketing 
Subaidiary, it vill take appropriate .. aaurea to aitiqate the 
aarket and counterparty credit rilu aaaociated vith the 

portfolio of electricity and fuel puw:chaae or H-e• contract.• ot 
th-• aubeidieri-. A8 previoualy indicated, auch Mlaurea aay 
include aatching lon.;-tera tira or variable price electricity 
aalea contract• vith long-tera fira or variable price tuel 
purcbaae contracts. A Marketing Subsidiary aay alao hedqe fuel 
price rialt throucJb the purchaae of fuel or fuel reserve• or 
optiou on fuel reaerv-. 

In addition, a Marketing Bubaidiary aay purchaae or aell 
co.aodity-balld derivative inatruaenta, auch aa electricity or 
gaa futur., contracts and optiona on electricity or gaa futurea, 
auch aa are traded on the Mev York Mercantile Exchange, and qaa 
and oil price avap aqre ... nta in order to hedqe poaitiona under 
exiating contrac:ta tor phylical delivery.u 

Boldinga aay alao hedqe price riak expoaure under a purchaae 
or aale contract by takincJ an oppolite po41ition to that purchaae 
or Nle. Siailarly, in a portfolio of purchaae and aal
contracta, riak oou14 alao be liaited througb a n appropriate aix 

D In thia r19ard, it ahould be noted that one ot the attractive fNturee of uainc, excban9e•traded co.aoditiea future• contract• (auch aa exiat for electricity, gaa and oil), in addition to their liquidJ ty, ia that they tand to virtually elWnate counterparty credit riaJt c!ua to the tact that the exc:hanqe itaelt acta aa the counterparty. 
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• 
of lonq-tera an4 abort-tera contracta, and divaraifieation of the 

aix of cuato.en and auppliera regionally and aero•• in4uatry 

linu. Finally, BolclincJ• vill endeavor to liait riak axpoaura 

tbrOWJb contract proviaiona (i.e., liquiclated daaaCJ••> that would 

place a ceiliftCJ on the aaount of daaaCJU payable vhen perforaance 

failure occur• and/or exclude conaaquantial d&a&CJ••· 

Ultiaataly, a •uccaaatul an&rCJY co.aodity aarJ..•tar auat be 

able to aaup a •book• of contracta involvinq purcha•••• Nl .. 

and tradaa of electricity and other energy co-o41tia•. Tba 

aark.atar vill aaaJt to bqa tha rhk a .. ociated vitb thaH 

contracta tbrOU9b a CIOIIbination of pbyaieal .... ta, balancacl 

pbyaieal purc:baau an4 Hl .. , purchaa .. and aalu on future• 

aarkata, or other derivative riak a&n&CJaa&nt tool•. A au.cceaaful 

aarketer vill need a atroDCJ phyaieal preaenca <••••ta), •• vall 

aa tbe capability to participate in tba CJl"OVinq financial aarket 

for enerCJY-r&lated pro4ucta. In tbia connection, tbe value acS4ec1 

by tbe aarlteter, free tba perapecti va of ita cuatoaer, ia the 

auperior ability of tba aarlteter to aC)9rec;~ate rhlt.a •o aa to 

aan&CJe thea u efficiently u poaaible. In order to do tbia, tba 

aarlteter naac!e to bava tbe ability to participate in ill the 

enerCJY aarltete, both pbyaioally and financially . 

1. 6 Qt.ber lat;ten. Aa indicated above , the aCJCJreCJ&ta 

aaount of invaataant aade by SOUthern in order t o finance 

Boldinqa' invaataant in eny l&rkatinCJ Subaic1itry vill be aubjact 

to all of the liaitationa applicable to invaataanta 1n !nerCJY

JtelatecS c:c.paniea, u Mt forth in the February 1996 C>Ner. 

Si.ailarly, Boldinqa anticipate& tbat CJU&r&nte .. of perforaance by 
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any Marketinc, Subeidiary aay b4a nquirtld fro. t1aa to tiM, and 

vill count the ..aunt of any aucb guarantee• aqainat the overall 

liaitationa aet forth in the February 1996 Order. 

Holdinc,a, on ita ovn behalf and on behalf of Southern, 

unclertUe• that it vill not Melt recovery throuqb ili9her rate• to 

the Opera tine, COIIP&ftiU • cuata.era in order to coapenaa~e 

Southern and Roldin;a for any poeaible loe .. • that they aay 

auatain on inveataenta in Marketinc, 8\lbeidiarie• or tor any 

inadequate returna on a\ICb invutaenta. 

All Marketing activitiea, includinq the fuel-for-energy 

(arbitraqa) and e~ 008»0dity brokerinq and aarkatinq 

activitiu dei8Cribed above, vill b4a carritld on by per•oMel 

a.ploytld by SOUthern Electric International, Inc. (•Southern 

Electric•), a wolly-ovned aubei.diary of SOUthern, vho are 

alr .. dy experienced i.n the day-to-day paver aarket1nq activitiu 

of Southern 1ner9Y and fuel procureaent activitiu ot Roldinqa' 

aaaociate independent power projecta. Any aervicea that . 
SOUthern lleotrio aay render to a Marketinq Subaidia.ry vill b4a 

randartld at coet i.n accordance vith lbllu 90 and 9l and the 

co.aiaaion'• order dated Dec:aber 31, 19U (Boldinq co. Act Ral. 

Mo. 26212). 

It- 1. leg. c lttloat p4 ''"M''. 

'l'be t ... , ~i .. iona and expenau paid or to be paid in 

connection vith tbe propoac.d tranaaction are utiaated not to 

excee4 t2t,ooo, incluaive of the oo--taaion'• t2 , ooo filin; tea. 
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It• s. Mplig•.,l• ltatut.on rrgyltioy. 

Sectiou t (a) and 10 of the Act and Jtulu :13 and 54 

theraundar are applicable to the propo.-4 tranaaotione and 

aotivitiee daeoribad barein, oartain upeot.e of vbiob bave bean 

approvad ae a pert of the February Uti Order. Boldinqe eutu 

that tbe propoeecl tranaaotione ntiefy all of tbe applicable 

etandarda of sectioa 10 and of Section ll(b), to vbiob ~action 

10(c) refare. 

Stgtlgn 10 Anflywiw : For purpoeea of Sactione t(a)(1) an4 
10 of tbe Act, Holdinqe' propowal to anqac;e in the aotivitiu 

cSeeoribad in tbie Application-Declaration oonetitutee an 

aoquidtion of eec:uritiu and of an intereet in a non-utility 
bueineu.11 In ordv to approve the Application-Declaration, the 

\,;Cliii~S:weioa .u.t find tbat the applicable etancSArcS.e of Baction 
10 (b) are utietiad. l'Urtbar, the ec-baion .. y not approve tbe 
propoeal if it tinde, pureuant to Section 10(c) (1) of the Act, 

that the aoquieition •ie detri.Mntal to the carryinc; out of the 

provieione of eection u• of the Act. 

Tbe co.abeion baa previouely approvad pureuant to tba 

etandarcS.e of S.otione 10 and ll(b) propoeale by ra(Ji.terad 

boldinq ~iu to anqage in a variety ot aarketinq and 

brokarinq aotivitiu. l'Urtbar, the Cc luion b.ae included •tiM 

broJterinc; and urJtetinq of anU'9Y oo-.oditiae, ino lucSinq but not 
liaitacS to electricity or natural gaa• aaonc; the peraittad 

activitiu of •enerw-relatacS coapaniu• in vbic:b a ra(JietaracS 

11 s.. couolict.ted ••tural Gall, page 1 . 
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boldinq co.pany aay conditionally inve•t under propo•ed Rule 51, 

predicated upon earlier c. .. -by-caee deterainatio~ that euch 

actlvitl ... .. tiefy the etandard• of Secti on• 10 and 11(b) of th• 

Act.D 

In C~olJdated ••turaJ ~. the co .. ieeion for the firet 

tiae approved a propoeal by a reqietered 9a• utility boldinq 

COJIPU'Y to aoquire an inter .. t in the ~ina .. of ,. ~er 

aarketer. 1\abeequently, ill U.I'f'IL Corporation, et al., Boldinq 

co. Act a.1. Ito. 21527 (llay 31, 1996) (•tmrrrL• J, tbe cc-i .. ion 

autbori&ad an affiliate of an electric utility boldinq coapany to 

broker and -.rUt fJaa and other fuela, u vell ae electricity, 

boldinq that tba applicant•• propo .. l vu conai•tent vith the 

precedent .. tabl18bect in CO.Uo11clated lfatural ~. 

'ro be euooe.aful, a power aarketer auet be able to acquire, 

bol4, tra4a and .. u inter .. ta in fuel in arbitra9e tranaactio~, 

to bad9e aarket price riek under pover contract., and to be able 

to provide ouat~••n vith 0011plete anergy optiona, eucb aa fuel 

evitcbinq and eole eource procureaant .. rvice•. Moreover, aa 

recoqniaed in both the Report on R~lat1on o~ Publ1c-Ut1l1ty 

Bolci1D9 co.penf .. and, 110re recently, in the co~olJ.clatecl lfatural 

D Sea •otic. ot Propc»ecl RUlea&kin9, BolcUnq Co. Act Rel. 
Mo. 2'313 (~ 20, 1995) (•zr .. ptJon ot Acqu1•1t1on ay 
Regutu.cr Public-Dttlity Bolclhlg CO.pen1•• ot sacur1t1 .. o~ 
lfonutiUty co.pu.t .. DV•gacl 1n carta1n .rnel"9Y-blated ancl ~
Ralet.cr .BuaiJae•H••), 5t nc Docket at 1490. Propoead Jtule 5I voul4 conditionally exe11pt punuant to Section t(c) (3) of the Act certain aoquiaitione of aecuriti.. of non-utility coapani.. froa 
the pre-approval req-.tireaante of Section 10. If adopted, acqubitiona peraJ.ttad under propoead Jtule 5I voul4 be conai4ered 
to be •appropriate in the ordinary courH of buein•••• vithin the ..anin, of Section t(c)(3). rcr. at 1494. 
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C.. and CIJilf'lL e&Ma, the ener9Y indu.try today haa bec:oac. 

incr .. aingly inteqrated an4 coapetitive at all levela. !lectric 

an4 qaa co.p&Diaa are rapidly being inteqrated into a aarket that 

tradea on Btu (Britiah theraal unit) valuea rather than diacrete 

quantitiaa of electricity or qaa. 

In ita or4era on power aarkatin; i .. ued prior to 

con.ol.tcfated ••turd a.., the co-iaaion typically iapoaed 

veovrapbic liaita on wbera aarkatin; activitiea could be 

conducted. In the February 1996 Order, for inatance, Boldinq•' 

authority to engaqe in electricity brokerinq and aarketinq 

activiti .. vu laited to tha ar .. defined by the state• .. rvad 

by the electric utility ... bera of SIRC, of Vhich the Operating 

CCIIIPUli .. are a part. However, in COn.olJ.cfated ••tura.l ~. 

after oonaiderinq the national acope of the evolving ener9Y 

aarkata and the initiative• of other requlatory bodiea in 

pra.oting wbol ... le electric coapetition on a national ecale, the 

co.ai .. ion deterained not to t.poM any qeoqrapbic or revenue• 

r .. trictiona on the applicant vith r .. pect t ,o vhole•ale aarketinq 

activiti ... M Likevi .. , no qaoqraphic lt.itation va• iapoaed on 

vbol ... la pove,r aarkatinq activiti .. of tha applicant i,n Cllii'rlL. 

M Jearlier, in ita rel .. aa propoainq Rule 51 , the co-iaaion 
had indicated that it did not c:onaider it nec .. aary to liait the 
extent to Vbicb an •enarqy-relatecl ccmpany• aay enqaqa in 
bUain-• activiti .. vith non-uaociata coapaniea, citing ita 
daciaion in ._.ten Ut.U.ttJa• uaociat.., at al., Boldin~~ co. Act 
a.l llo. 21232 (February 14, 1995) aa prac:adant for ab6ndoninq the 
twpoeition of artificial CJ&OCJl'llpbic or revanu .. liaitationa on 
certain cataqori .. of non-utility buaine .. activitiaa of 
re~~i.t:ared belding coepaniaa tbet ara clOMly related to the 
traditional utility buainua an4 vould further an iaportant 
national policy objactivaa, aucb aa, for exupla, the proaotion 
of anarqy conaarvation an4 efficiency. 
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Theae recent action- clearly eatabllah a precedent tor the 

Coaaiaaion to rewove the 9eographio raatriction iapoeed in the 

February 1996 Order on Holdinqa' aarketinq and brokerinq 

act1vitiu. A narrov conatruction of Section• 10 and ll(b) of 

the Act tbat would liait, 9e09raphioally or in other tera., the 

ability of Boldin9a to participate fully and at all levela of 

thia &JI&r9i"9 aarket vould ••rv• no le9itiaat... refJUlatory purpoae 

and, in fact, vould fruatrate the 9oal of proaotinq coapetition 

in the lncreadnqly inta<JI'ated ener9Y aarketa. 

Another reuon to ellainate th.e 9•09T•Phic llaitation on 

BoldiNJa' brokerlnq and aarketinq activitiu ia to •laval the 

playlnq field• between Holdinqa, on the one bane!, and, on the 

other band, all other coapaniu, lncludin9 interatate pipeline 

coapaniu, oil and 9aa producara, and electric utilitlea that are 

not in r&9iatered boldli"'CJ coapany ayateaa. In t-.hia r&9ard, aa 

previoualy indicated, •upra note 9, the Act ia D2t a deterrent to 

pover or 9•• aarketinq activitiea by cowpaniea that are not in 

r&9iatared boldlnq coapany ayateu . Tbua, in the laat tvo yeara, 

ve have vitneaaed a at•apede of int&9rated oil and 9aa producera, 

pipelinu, inveataent bank attiliatu, co..oclity traclii"'CJ tiru, 

affiliate. of large in4\latrial concarn8 and exupt electric 

utility holding c:oapani .. to eatabliab national pover aarketinq 

organization•. 

Although the CO.aiaaion did not lapoae any 9eographio 

llaitationa on the vbolaaale power aarkatinq activitiea approved 

in Cozurolidate<f Bat\lra.t c::.. and UBI'l'IL, it d i d r .. erva 

juriadiction over aalea ot 9 .. and electricity by tha applicant 
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to retail ou8t01Ml"8 pendin; coapletion ot the recoriS, (In 

UllrtZL, the Ca.aiedon approved retail •ale• in certain stat .. 

that vera identified in th8 application). In each cue, the 

Coaal••ion bel4 that, pendin; iapl ... ntation of ••a•ur•• 

peraittin; retail Vbeelin9 of electricity, it vaa unable to 

4eteraine vbether the applicable •~ar4a ot sect ton 11 (b) (1) or 

the Act voul4 be aat!•Ue4.21 HolcUn;a •W.lta, bovever, that 

there i• no need for the Coaaia•ion to reaerve juriediction over 

retail .. 1 .. of electricity or 9aa by Karketinq SUbai4lariea in 

the na.. of co,wuaer or inv .. tor protection or to preaarva 

effective local regulation of tbaaa aattera, tor at leaat two 

reaaona. Pir•t, u 4aacribe4 in It .. 1.2, above, tha vaat 

ujority of lt&tu have already und.artalten atuc1iea of, initiated _ 

or adopted ua•ur•• to pro.ota retail coapatition in both 9aa and 

electric urket8. co.petition batveen LDC8 and non-treiSitional 

9a• auppliera already a:d•t• in 110at areaa, at leaat vith reapect 

to .. 1 .. to induatrial and large coaaercial ouato .. r•, and ao .. 

Statu are nov expariMntinq vith progr ... to extend ouato .. r 

choice to reeicSential ouatoura ae vall. While coapetition &nc1 

unbwldlinq of tha cwaodity anc1 tranniaaion functiona of 

21 caa.olidated ••tural Ga•, n. 25. Under section 11(b)(1), 
tba c:o-tedon eball not perait a n9iatarecS holcSinq coapany to retain an intarut in a non-utility wa1neaa unlua it Unda aucb 
intereat to ba •neceaaary or appropriate in the public intereat 
or for the protection of inveatora or conauaera •••• • BoliSinga under•tanda that tba co .. ia•ion•• reluctance to authorise retail 
electricity and 9aa aala•, ba8ed on the atata of the racoriS that 
CONiol14ated bad c1evalope4, uy have bean fo\lnded upon ita Mnaitivity over the uncertain iapact that auch an approval ai9ht 
bava on tbe ltatea while they are conai4ering a variety of 
induatry re•tructurin; aaaaur ... 
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traditional electric utilitiea have not proqreaaed nearly •o far, 
it ia clear, aa the couiaaion itaelf acknovled9ad in both 
couol.tcr.ted •atural a.. and Ulln'IL, that retail electric 
co-.pet1t1on ia developincJ rapidly. To ruerve juriadiction over 
retail aalea of electricity pendin; conaideration of the atatua 
of th ... initiativu on a ltate-by-ltate .,..La vil, aerve no 
r.;ulatory objective and would ..rely iapoaa an added burden on 
Boldin;• that could ~pe4• ita ~bility to react quickly u the 
Statea iapleunt retail co.petition .. aaurea. 

Second, and far .ore central to the iaaue of the t.pact of 
the co .. iaaion'• approval on inveatora and conauaara and on the 
effectivaneaa of l~l re!JU.lation, the Ca..iaaion'• order in thia 
proceedinq vill not bave the effect of authorbin; or allovin; _ 
llarketin; SUbeidiariea to en;age in any buaineaa activity that 
vould othervi .. be unlawful or unauthorised under applicable 
Stata lav. :In thia regard, section 21 of the Act providu in 
clear taraa that •[n)othin; in ( the Act) &Mll affect . .• the 
juriediction of any other collaiaaion, board, agancy, or officer 
of the United ltatea or any State or political aubcHviaion of any 
Stata, over any peraon • • • inaofar aa auob juriadiction doea 
not conflict vith any p.:ovbion ot [the Act) • • •• • '11lere can 
be little doubt tbat the State• bave the pover to regulate the 
aale of electricity and 9U to encS-ua• (.t ·•·, retail) cuat.o!Mra, 
Vbether they cbooee to exerciae auob regulatory povar in all 
ca••• or not. Moreover, the eo.aiaaion and the courta have l on; 
re<:OCJftbad that the Act vaa not intended to preaapt the Statea in 
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the exerciae of juriadiction over utilitiea evan vhara there aay 
exiat aa.e deqree of overlappinq juriadiction under the Act.» 

Por preaent purpoaea, Holding•' repreaentation that it vill 
not ll&lce aalea of electricity or 9aa to retail c:w~toaera unleaa 
authoriaed or allowed under applicable State lava and r89Ulationa 
aay be regarded aa a reatriction or condition iapoaed on the 

authority that ia requeated herein. Sucb rPtriction or 
condition, Wben incorporated into the teraa of the co-iaaion'• 
order, vill elt.lnate any poaaible qu .. tion of a conflict betvean 
the Ca.aiaaion•a order in thia proceeding and action• that aay or 
aay not be taken by State 189ialatur .. or co-iaaiona." 

• It baa been atated that the Act vaa intended to baclt-atop and not to replace or aupplant the juriediction of atate regulatory c c1 iaaiona over the operationa of electric and gaa utiliti... ... e.g., Alabaaa .lflectr.tc Cooperat . .tve, Inc. v. seour.tt.t•• &Dd ~¥change co .. .t••.ton, 353 P.2d 905 (D.c. cir. 1965). Tbere, the court atated that •[t)ba purpo.e of the Public otility Bolding coapany Act, .. ahovn by ita le~~ialativa biatory , vaa to .uppla.ent atate r89Ulation -- not to aupplant it.• Id. at 907. s .. al•o .un.tolpel .lfleotr.to ~•ociation ot Ha••achu•att• v. Seour.1.tie• &Dd JZcbanga Coa.1••.1.on, 413 P.2d 1052, 1057 (D. C. cir. 1919) 1 and AMric:.n Potier ' light co. v . sacur.tti .. and 
~change corn«••ion, 151 P.2d 771, 771 (1at Ci.r. 1946). In Baltt.ore a.. &Dd .lflaotrio Coapany, at a1. v • .lfaint•, at a.l., 760 P.2d 1401 (4th Cir. 1915), cart. denied 474 u.s. 147 (1915) , the court "l~ed an ~t that 8ectiona 9 and 10 of the Act, under tlb the co.aiaaion vou1d bave juriediction over acquiaitiona creating nav holding coapanlea, vaa intended preaapt State law. that would regulate holding ca.pani .. dlfferantly, in thia iJwtaDoa a ll&ryland lav that at.ply prohibited the fo~tion of boldinv r:HHipani .. vith r .. pect to Ka.ryland utiUti... 151 P.2d at 1414 - 1415. 

rr In thia recJ&rd, the eo..iaaion•a Rule 24 (b) .tata a that: •avuy order 9rantinq an application or aakinq affective a "*=laration abaU, unl ... otharvi .. tb.erein axpraaaly atated, iapoae upon the appli cant or declarant the obliqation to coaply vith any r .. tdcti on or condition vbicb the applicathn or cSeclaration propoa .. aball be 1apoaed by the co.ai .. ion in connection ther.vith. • 
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Finally, Holdinqe' propoaal provide• eutticient protection• 
tor Southern eyetea utility cueto .. re aqainet the rieke that are 
inherent in any coaaodity aarketinq bueineee, vhich adoquately 
eupporta the t1n4inqe that the co .. ieeion auet aake under Section 
lO(b) (3) ot the Act..• Any potential detri ... nte to Southern 
eyetea utility cuatoaere vill be ainiaiaed throuqb the 
eeqreqation of eucb activitie• in .. parate eubeidiarie• and 

Southern'• lbited invutaent; the uee ot riek r• luction .. aeuree 
to liait Holdinqa' overall axpoaura to both aarket price and 
countarparty credit riaka, aa deecribed in Itea 1.4, above; the 
liaitationa that, vitbout additional approval• ot FERC, Karketinq 
SUbeidiariaa vill not .. u electricity to tha Ope.ratinq ~i .. 
and that Jlarketinq Subeidiariaa are effectively prevented under _ 
tbe COdae of Conduct filed vitb PZRC troa appropriatinq and uainq 
non-public price and cuat011er inforaetion available to the 

Operatinq co.paniu concarninq vbola .. la electricity 

opportunitiae; and the repraaentation that SOuthern and Boldin;• 
vill not attapt to aeek recovery throuqb biqber rat•• to the 
Operatinq Coapaniu • cu.toaere to COIIpefta&te Roldinqa for 
poaaibla loe .. a tbat it aay euatain on or inadequate return• froa 
povar and enercJY ~ity urtatin9 activitiu. 

lul• ,. An•ly•l•: '!'be propoeecl tranaaction ie aleo eubjact 
to ltule 54, vbicb prov14e8 that, in detaraininq Vbetbar to 
approve en application vbicb dou not relate to any •axupt 
vbol .. ala 9anerator• (•..a•) or •foraiqn utility c.oapany• 

• 11M ConaoUcrat.cf ••tural c.JJ, n. 36. 
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(•ruco•), the Coaaiaaion ahall not conaicSer the effeot of t he 

capitalization or earninq• of any •uch zwo or roco Which b a 

•ubaicSiary of a r-wi•tered holcSinq eoapany if the requir .. ent• of 

Rule 53(a), (b) and (c) are ••tiafiecS. 

Southern currently .. ate all of the condition• of Rule 

53 (a). At .J\aly 31, 1996, Southern•• •a9CJr~ate inve•t.aant, • •• 

cSefinecS in Rule 53(a)(1), in BWC• and ruooa va• ·~Jroxi .. tely 

•164,100,000, or about 24.6t of SOUthern•• •conaolidatacS retained 

earnintJa,• aleo u dafinecS in Rule 53(a) (1), for the four 

quarter• ended June 30, 1996 ($3,523.2 alllion). Xn acScSition, 

southern baa ~lied and vill continua to coaply vith the 

recorcS-kMpiniJ requireaente of Rule 53 (a) (2), the liaitetlon 

under Rule 53 (a) (3) on the uae of Operatinq Ooapany peraonnel to 

rander Hrvice. to EWG• and ruooe, an4 the requir ... nte of Rule 

53(&) (4) concernintJ the .W.i .. ion of copiu of c:artfUn filinq• 

under the Act to retail rate regulatory co .. i••ion• . 

AccorcSiniJly, •ince the requiruent• of Rule 53 (a) are currently 

.. t and none of the c i rc::u.aeta.nee.• cSucrlbed in Rule 53 ( b) ha• 

occurred, the provi•iona of Rule 53(c) are currently 

inapplicable. 

Moreover, even if the effect of the capitali1ation and 

earninqe of JWC• and POCO• in Vhicb southern hu an ovner•bip 
i nter..t upon ~ Southern boldincJ oo.pany •y• t - ver e 

conaidered, there 1• no baeia for the co .. ieelon to vit:bbol d or 

deny approval for the propoaal aacSe in thi• Application

Declaration. 'l'be action requa•tecS in the inetant fi linq (v1•. 

approval for certain activi ti•• that are very cloeely related to 
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the SOUthern'• aUbei4iary electric utility operationa) wouLd not, 

by itaelf, or even conddered in conjunction with the ef feet of 

tbe capitalisation and earnincJ• of Southern•• nee and rucoa, 

bava a aatarial adveraa effect on the financial int89Tity o f the 

SOUtham ayat .. , or an acSvaraa illpact on Southam' a public

utility aUbeidiariaa, their cuato.era, or the ability of State 

co.aiaaiona to protaat auch public-utility cuatoaera. On the 

contrary, BoldincJ• baliavaa that approval of cha propoaal 

contained 1ft tbia Application-Declaration would have a .odaat 

beneficial affect on the Southam ayat.., becauae it will enable. 

Boldin;• and ita aaaooiate co~niaa to reaain coapatitive with 

otbar anarvy auppliara and generate an additional aource of 

ravanuaa froa activitiaa that are, if anythincJ , even aora oloaaly 

relat.acl to Southam'• cora utility buaineaa than tha operation• 

of aaaociata IIIGa and ruco.. 

ltqglayn &ppronl. 

fte approval of PERC unda.r Section 205 of tha PecSeral Povar 

Act ia required aa to rataa and chargee i.llpoaed in any do ... tic 

vbol ... la electric povar aalaa contract• or tariffa antared into 

by a llarkatin9 Subaidiary that are aubject to PERC jurbdiction. 

'l'ba atatua of currant PERC approvala affactincJ southern l!nergy 

and SC8 and the operating Coapaniea ia diacuaaecS in It .. 1. 3, 

above. a.tail aal .. of electricity or gaa (to the extant allowed 

under applicable atate law) and, in cartaift inatancaa, Vboleaale 

aal .. of al~ricity or gaa that are not aubject to PERC 

jurb4iction, aay ba aubjact to regulation by the appropriate 
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• 
State public utilitiea co.aiaaion. With tneae exceptio~•. no 

other state or Federal co..iaaion (otber than thia co .. iaaion) 

baa juriadiction over the propoaed tranaaetion•. 

lrootttv•. 

Holdift9• requeate that tba co .. iaaion•a order be iaaued aa 

aoon u tbe rulu allow, and that there be no chirty-cky vaitirt9 

period between tha iaauane• of th• C:O..iaaion•a order ancl the 

date on Vbicb it 1a to beeou effectiv•. Holdinva hereby vaivu 

a reea•ancled deciaion by a baadnv officer or other reaponai.bl• 

officer of tbe CO..iaaion anc1 b•r•by eonaenta that the Diviaion 

of Inveat:Mnt llana9eaant aay auiat in the preparation of the 

CO..i••ion•• dec1•1on and/or order in the aatt•r unleaa aucb 

Diviaion oppoau the aattera covered hereby. 

It• I • llllilti\1 elf' rtypgial lt.a\=•pta. 

(a) IYhibiy. , 
G 

Opinion of Troutaan Sander• LLP. 

Pora of Federal Re9iater Notice. (Previoualy 
filed). 

(b) rinanqial •t•treent•. 

Not applicable. 

I tea 7. taCpna,iga •• to 'Uiron•pt.al l(f•G•. 

(a) In li9bt of the nature of the propoaed tranaactiona, aa 

deaoribed in Ita 1 hereof, the coaai .. ion•a action in thia 

aatter vill not conatitute any aajor federal actio.n d9ftificantly 

affectinv the quality of the buaan environunt. 
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(b) No other federal aqency ha• prepared or 1• preparinq an 
anviron.ental iapact •tat .. ent vith reqard to the propo•ed 
tran•actiona. 

IICID~ 

Pur•\lant to the requireMnt. of the Public Utility Holdinq 
COapany Aot of 1935, the under•iqned coapany ha• duly cau•ed thi• 
•tate.ent to be •lqned on it• behalf by the underdqned thereunto 
duly authorised. 

Dated: Auqu•t 21, 1996 

SBl HOLDINGS, INC. 
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