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A I-OUtH &iN COMN.NT ... 
AugU5t 20, 1997 

Ms. Branca 5. Bayo, Director 
Division of Rec:otds and Repelling 
Florida Public Servlca Commission 
2540 Shumard Oak Boulevard 
Tallahassee FL 323Q9.0870 

Oea.r Ms. Bayo: 

RE.: The So\Jlhem Company· Amendment No. 10 (Post-Effectlve Amendment No. 7) to 
Form U-1 Relating to the ReorganlzaUon of SEI (SEC File No. 70..8733) 

Enclosed forofflcial filing a.re fifteen copies of Amendment No. 10 (Post-Effective 
Amendment No.7) to Form U·1relating to lh8 reorganizlllion of SEI as filed with the 
Securitles end Exdlenge Commission (SEC File No. 7()-8733) on August 12, 1997. This 
fiUng Is .required by Rule 53(a)(4) of the General Rules end Regulations under the Pubhc 
Utifity Hold"mg Company Act of 1935, as amended, 15 U.S.C. §§ 79a !!.!§g. (the "ACI") . 

Please me.rk the enclosed extra copy of this letter with the date and time the materiel was 
accapted in your office for fiUng and retum same to the underslgned. 

Sincerely, 

ACK~7D-~~ 
I AFA Susan D. Cranmer 

APP Assistant Secretary and Asslstent Treasurer 

CAF --lw 
CMU ---
~Enclosures 

'~ cc: Florida Public Service Commission 
LEG Cynlhla Miller, Esq. 
LIN Beggs and Lane 
OPC J . A. Stone, Esq. 
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INFORMATION REQUIRED 

Tho Applicati0111 and Dedaratlo!ll berelofore filed in f"tle No. 70.8733, aa amended, art 

bcteby emc:nclcd oo a poll-dl"ec:tive basis to provide the additional authority reque~ted below. 

Item 1. D • imkm OCProgptc;d TR"''Sion 

AppH "'' PfOPC* to I"CCII\\C:Cn the Soulhem J)'llem ownenhip or Mobile Enctgy 

Servlca Company, W..C. ( "MESC"), an Alabama limited liability company whkh OW!II and 

operates the Mobile £neray ooacneratlon project ("MobUe £neray Project"). Specifically, 

MESC will bifUtcate the limited liability company mcmbcnhip inlercsu Wucd by It Into (i) volins 

~ lntereau tbtouah wbicb eoacro1 is cxua.ed and (ii) DOI1VOlins ec:onomlc; intereats 

wbidl exen::iJe .no oont.ro1 over MESC or the Mobile EnctJ:y Projec:t. Under thiJ re~ti\ICIUrins of 

die MESC owoc:nhip, Mobile.Enagy Services Holdin&J. Inc. ("MESH"), a direct wholly-owned 

IUbsldiuy of Southern , will c;ooti!J.Ie to own 99"" or the voting membenhip intereau ofMESC 

and will ~to c;onuol MESC, wbic;b ill tum owns and operatea the Mobile Energy Project. 

MESH will also contisale to own. a I% oon-votina economic; inlen:at in MESC. Under the 

pcopoiCid arrangemera. a newlp«iaa purpoae IUblidiaty ("SE Mobile"), a dirCCI or indirect 

whoUy-owned aubsld.iary or SEI Holdlnp. lllc., will acquire from MESH non-voting accuritles in 

the form of ec;onomlc merobenhip inleresu repracntina 91% of the economk Interest In MESC. 

SE Mobile will also acquire the mnainina I% votJna Interest In MESC and I~. eoonomle interest 

in MESC, curreatly held by Sout.baft E.Dcrgy, IDe:., a wholly.o"'-nod IUhPdi•ry of SEI HoldinaJ. 

Inc. Tbe tnnafcn will lab the f«m of either direct ltl!ll(en or through diJuibutions made to 

Southern and then contributed (through interrncdlatc eotllies) to SE Mobile. Ultimately, SE 



Mobile will hold 99% o(the nonvotina economic intemt in MESC and w. of the voting interest 

In MESC, and MBSH will hold 1% of the nonvodna oconomk: inlenst and 99"/t of the voting 

1n1erest in MESC. The IBIIJfen or intaau b ant!c:ipetrd LO occwln lllc&sl two auaes, 

ICpll'lled by twelve « more monlhs. 

1.1. BeckJDlUM 

By otder dlled Fdnvuy l, 1996 (HCAR No. 26461) ('the "'nitiaa Onlcr") SEJ 

Boldinas. lDc.. wu llllhoriDd, 11110111 ocher thinp, lO acquire the ICCUritles of one or lllO(t 

apecW-purpote lllbllcli&ries (called wlDtcrmecfWe Subtidlarici') cxpni•""' =:luaively for lhe 

purpose of acqulrina and holdina one or more EWOI or FUCOs or subtidllrla wlliclt derive or 

will da:ive ~all of their rewraJCS &ocn the OW'IICtlhlp or operation, Of both, of cauin 

~ of noD-Utillty busjne'ta, namely qualifyina facilities (u clcfincd in the Public: Utility 

Rqp!lllory Pollciica Aa of 1978); atwn production, conversion and distribution: and brokflir.g 

&Del l!lllbtlna of clor;uidty &Del other CftC11Y commodities. The lllitial Order authoriz.ed lhe 

formation of"'Domatlc Boldinp" (now rawncd Southcm Eoert;y Nonh AmeriQ, Inc ) u an 

umbrella orpnlzatioft for Roldillp' domatic: operations. Holdinp wu abo aulhoriu.d to 

aequire &ocn Soutbem the ~bates ofS<.nhcm EnersY. Inc. (formerly Southern Elcct.rio 

l.nternadonal, lDc..). The Initial On!« alto authocized the '••"nee by MESC to Soulhcm of a 

reriCI ofpmcmd IIOdt and conaribullon thereofby Soulhcm lO Holdinp. 

The Mobile EneraY Projea b a qtnenlion facilhy. MESH rurrcntly holdt 99"/t of the 

membalhlp interest~ inMESC. The remalnlng 1% in MESC b held by Southern Encrgy,lnc. But 

fior 100% ~by S<.nhom, the Mobile EncrJy Projea would co!Uiiwte a qualilYina Cacility 

lllldcr the Public Utility Rqpd11cwy Policiea AD. of 1971. &«.1ae the Soutbem cleetric: system 
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owna 100% oCMESC. it is an •electrie utility company" u ddlncod iry Section 2(3) of the Public 

Utility Holc!ina Company Act of 1935, u ammd~ ( thew Act}. Uodc:r the pt opoted 

anaa:canent Soutbem's ecooomic lnterecln the Mobile encrsy project wiD be owned within the 

aamcpoup or compania which own Soutbem'a ol.hcr inlercaa ill independent c:neray projec:ta. 

lbat ec:onomi~ oWIIOI1hip, however, would be passive In na111re. ContrOl of MESC, whlch II a 

publlc utUity uodc:r the Act. would c:ontizale 10 bo exerc!aed throuah MESH, a direct aubaidlaty of 

Soutbem.. The propoaod '""nee of ICCUritia by MESC and IICqUilitions of aecuritie. by SE 

Mobile v. ill rauh In no ~ ia invutmcnt in the Mobile Energy Project and in no change in 

either the opcntioo of the Mabile EllcraY Pro;ect or the contrOl or the Mobile £ner&y Project. 

Southern' a rcaliplCIIt of ita oww slip illteral in this independent ene1JY project placa the 

ClC:OIIOCllk OW!ICnbip with the owna ship group or Soutbem' • other independent ene1JY projoeiJ 

and wUI &c:ilil&lolhe cvalualion oflhc pcrfoi'II\I/KiO ofSouthcm'a indepcndcnl energy ponfolio by 

lllllnteteaed patties, lnclndina the investment community. 

1.2 Cmporate Strpctuce YrKkr Appljcable A!ebeme J..&w. 

Tbo Alabmla Limited L1lhility AI:!, punuant 10 which MESC is orpniz.ed, spccilically 

provide~ for !he bifbtcalion or aecuritiel iJaued by Alabama limited liability companica into 

-&nanci•l riahtJ.• cncompauina !he riaht to ahare in profiu and louca uodc:r Soellon 10.12-:!(d) 

oCthe Alabama ~a and •aowmance ri&hti' under Soelion 10.12-2(1) of !he Allbama Act. 

~ ria)tu" are defined therein u wholly distinct ftom ""financW righta." Oovemanco 

riahu include aD riahu to 1111111&0 the llmil.ed llabillty company. Section 10.12-22 cxprculy 

aDowtlbe rnembenhip of an Alebema limited liability C0f11P1DY to reatrlct or CT~~arae the 

manaacmcnt riah!J and dulles of any dul or pa-. thua allowing for the bifun:ation of 



intcrelu. Punuant to tho lllthority RqUated herein, MESC will amend its operating agrecmc:nt 

to make I clear distinction~ votina (gowrn~D(:e) nghts and liOn· VOting economic 

(financ:W) iDlereata. The Alabama Act, hoWI:Va', does not permit a one member limited liability 

conlJ)IIlY. 11m, a teCOnd entity in additiOn to MESH must be a member of MESC. Currently, 

Southern EncraY. IDe. providea !lie required second member. Under thiJ poJt.cffectivc 

amendmall, SE Mobile would become tho t«<nd member. 

hem 2. Pm Convnjsajon and &oman. 

The feet, collll1liJsions :and expenses paid or incurred and to be paid or incurred in 

conncetion with the proposals ®Dtained IMnin are estimated not to exceed SS,OOO. 

Item 3. AQp!jcab!e Swuto(y Proyillons. 

In order to accomplish thls transaction, MESC will Cll~se 9\!lfl~ing MESC 

securities for two dusa, ofmembcrshlp interesu, one representing voting interesu and the other 

nonvoting economic interab. Southern Energy, Inc. must be au:thorized to transfer ita reau!ting 

interest {1% voting/!% economi'o)'lO SEMobi!e. MESH must be authorized to transfer its 

100nvoting economk: interCII!t ( 9s-/o) to SE Mobile. SE Mobile mU&t be authorized to acquire 

·tbele interesu. SE Mobile RquetU authority to acquire its economic interests cumulatively in 

two·II'IDSidions over a period o.f at least twelve months. These transactioM are subject to 

-.lona6(a), 7, 9(a), 10, 12{b), 12{c) , 12{d), and 12(f) of the Aa and Rulea43 and 4S 

thereunder. AppUc:ants lllbmit 1hat the appllcablc ll&ndarda of the Act have been met for the 

foUowing reuons: the proposal malces no change in the conuol of MESC, Southern doelnot 

incur any new finantial obllgallons by virtue of the proposed reotpnization, the proposal malccs 
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no c:Jwwe ill the opcnlloa of the Mobile EocraY Project. and the proposal ruulu in 1111 alignment 

of the ocoo.,....,. riahU and rilkltnoriatec! with the Mobile EncraY Pro;ec:t aJona wilh the 

OC«<IOIIic f'iabu and rilkl of ocb« iDdepaldclll enqy projocu within Soutbem'• eorporate 

ltr\ICiln while nom. -lhlp of vocD!a COC1UOI in a direct asbtidWy or Soulbctn. 

'"k 51 ANlnja; Rule S4 provides lbat, in clctc:rnmna whdbcr to approve 1111 

IR!Iicarion wflida doa not rdate 10 any "e•c •" wbolmle a-of" ("EWG") « "foreip 

utlllty cocnp&ny" ("FUCO"), the CommiJiion lhaD not COIUidcr lhe d£ect of the c:apltlliution or 

earnlnp of any IUCb BWG C)(' fU'CO whic;h is • IUbsidlaty or. reamered holdina company If the 

~ ofllule S3{a), {b) Uld {c:) are wiaficd 

Southern c:umnlly meeu aD of the conditionl ofllule S3(a), exc:ept for c:1auM (I). AI 

Tunc lO, 1997, Southenl'a "IQiepte ilrvatmeal, • u defined in Rule S3(aXl), in EWGs and 

PUCO. wu approximlldy Sl.US billion. or about S9.96% of Southern's Meonaolidated retained 

c:aminp." also u defined In Rule S3(aXI). for the four quanera aided Maid! 31, 1997 ($3,728 

millioa). W'llh reapect to RWe Sl(aXI ), ho-. the Commisaion hu cldermincd that 

Southern'• financ:ina ofinvatmenu in EWGs and FUCOs In 1111 amoun1 grea~er than the amount 

that would otherwiJe be allowed by Rule S3(aXI) would not have either of the adverae dfec:usct 

Conh In Rule Sl(c:). See 77w Swthmt Compa11y, Holdlna Company A&t R.elcue No. 16SO I, 

dated April!, 1996 (the "Rule Sl(e) Order"); and Holdina Comp:any A&t Rdeue No. 26646, 

d.wd 1anuuy as. 1997 {order clenyina requat for recoculderllioo and motion to lily) 

ln additlon, Southern hu c.omp6ed and wiD coodnuc to c:omply with the rocood-ltceping 

requJrcn.u or Rule Sl(aXl). the limiwion under Rule S3(aX3) on the UJe or Open tina 

Company pcnoand 10 raider ICI!viea to EWGs and FUCOs, and the requiremenu or Rule 
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S3(aX4) ~the IUbmiuion or copies of GerUin filingJ under the Al:t to rcWI rate 

rqul&tory commi•slans. Furtha;, none or the ciral- described in Rule 53(b) bas 

occumd. 

Moreov«, even if the dJ'cct of the capitelization and caminga orEWGs and FUCOa in 

wbich Southem bu an ownenhip intc:rcst upon the Southern hokfins company sy11cm were 

coruidetod, there is no bull rot the Commiuion t.o wilhhold or deny approval fo.r the propoaal 

D\Ade in tbiJ Application·Dedaralion. The aetion requested in the inslant filing does not have any 

effect upon Soulhcm 'a "9italiza1ion or !he financial integrity or the Soulhcm symm, or an 

advene implct on Southern'• pu'blic:-utility subaidiaries, !heir customers, or the ability orStatc 

commiuions to protect JUdi public-utility CUJIOmers. 

The Rule 53(c) Onler wu predlca1cd, in pan, upon an useument of Southern's overall 

finantial condition w!UGh took into IC(()Ulll, among other factors, Southern'• COIIJOiidtted 

"Pitalintioo l'lllo and the RICelll growth tread in Soulhcm'a relaincd earnings. AJ. or December 

31, 1995, the most recent fiJc&1 year prccecling the Ru.lc S3(c) Order, Southern's consolidated 

capit.ali%ation consisted of 49.3% equiry (induding mandatorily redeemable prefcned securities) 

and 50.7% debt (mc:ludlng Sl.68: billlon or long-term, non-recourse debt and short-term debt 

rd&ted t.o EWGsand FUCOt). A.a ofyear..-t 1996, that ratio wu 52.9% equity and 47.1% debt 

(iocludlrl8 Sl. 74 billion oflong·tam, non-rCCOUI'IC debt and shon-tenn debt related to EWGs and 

flJCOt); and u of' Marcil ll, 1997, following completion or Soulhcm's ac;quisition or a 

c:ootrolJina interest in Consolidated Electric JJower Asia Ltd., the comparable l'lllo wu 48. 7'!. 

equity and Sl.l% debt (indlldlng Sl.Sl billion or long-term, non-recourse debt and shon·tenn 

ddlt rd&tcd to EWGs and FUCOs). The proposed transaction will have no dTcct on consolidated 
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ca,_Wfimion, Since the dale of tho Rule 53(c:) Onicr,lhcrc hu been no material dwlge in 

Sou\hem'a coaaoUdaled c:apit•lin•lon ratio, wbidl remains within ac:c:epuble l'&llitl and limita or 

Spec:iJieaDy, IIIJuuuy 1997 SWI!Iard a Poof'a wianed Soutbem Company iu corporue aedit 

nt111a or• A" wbkh wu coasiJtent with the implied corporate mina prevlowly held by Southern 

TbiJ implied mlna had been in drect Iince May 1995. TbefcfOfe,lincc the Aprill996 issue or 

ckmonsuatins Southern'• c:otltinued 1110118 6nanrl•l inlestity. In addition, the underlying ratings 

of the affiliated opcrllina companlea, which have aatrons influence on the Sout~m Company 

C01p0r11C fllina, are all "A+". AJ 1 point of reference II Mardi) I, 1997, the c:onaolidated pro 

forma petCClll.l&e of clcbt in the local c:apiul Jtr\ICIUI'e of the Soulllem domestic Opcraling utility 

c;ompania 1142.1%, whiGh iJ 101idly below the median lOLII debt ratio or the Standard & Poor's 

~A" rated venieally integrated utiUtiea.l 

&om 1991 tlvoush 1995. In 1996, c:onaolidated l"dained earnings increased S280,36S,OOO, or 

sllghtly more than 1%. The amal.l redUGtlon in the rate of earnings srowth wu primarily 

anribulable to reduced domeslic utility aalea due to mild \loUt her conditi0111 throughout most of 

1996 in the IO'dbc:e'lem United Statea Eaminas attributable to Soutbun 'a inveauncnu in EWGs 

and FUCOa continued 10 c:ontn'butc modeady to c:onaolidated retained earnings 

I c.r-Jr, Clipka'lnrlc:e ,.SO., W., dton- clca,IOr "A" diOd YCnlcally f.tolcvMcd cloanc 
lliUdo ..... 1 ....S. _. dclll Ill lOW copml ndo rA 4S% u DOial by~ ol ,_...Ia Mly 1997 
tor ....s bad! 1 t!1 'I ud : c n' ' •Dy. Prior llllatiAIIbb ..WO, IWidatd. lhc ~ ot 
,_ • • _. ..... _. ...... ' I + ""..,.A' '*"' \'Cnlc:aDy lnlqnl.cd ""-~ laltvlaa .. __,..... ,..woo- 47%. 

8 



A.c:cordinaiY, IiDCC the dale of the Rule SJ(c) Order, the c:apiWizatioo and earninaa 

attn"bullble to S<MttJwn'alnvatmenU in EWGt and FUCO. hu not had any adveno Impact on 

Southern •• finlncia1 inlqpity. 

Rdeteue ia llllllc to ~ B filed bea ewilh wbkh rdlccu c:apiulintion at Match 3 I, 

1997 and the sw..._ ofhll:ome for the twdYc -ba ended Mardl 31, 1997 for Tbe Swthcrn 

CompMy and Mlidiariel COCIIOiidated. 

Item 4 . Regulatory Approval 

No swe «federal rqulatOI)' approval iia requited other than that of the Cornrnasion 

Tbe Mobile EoerJy ~ ia not a •public utility'" under citbu Alabama law or the Fedenl 

Power Act. 

ItemS. Proqdure. 

Applicants request that the Convniuiot\'1 order be iuued u JOOn u the rul~ allow, and 

that there be no tmny.day waltina period belw0t11 the iuu&nce of the Convniuion's «der and the 

dale 011 wllidl it ia to be dfeaive Applicanu herd:1y waive a recommended dcciJion by a '-tina 

ollie« « other rapoNible ollic:er of the Commiasion and hereby consent that the Division of 

In~ Management may wiJt in the preparation of the Convnimon's decision and/or order 

In the matter unlcts the Dlvblon opposes the malltm covered hereby 

hem 6. &bjbiy apd fioeripl smcmcm 

(a) J!:x!.jb;u 

A • Reviled Exhibiu A-2 and A-3 (To be filed by amendment) 

B • IUM.ed Exhibit B-6(d) (To be 6led by amendment) 
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. . 

G - Form of federal Rqilter N~ 

H - Ctpit•ljrarion llld IncomeS~ oCtbe Scluthcm Company and Sublidlasy 
Companiet after Jivina drect to ~ trllllaCtions. 

hem 7. EmjrppnW!ql Eftist•. 

ol' tbe requ.ed authority wW not COIIIIltute any maJor feclenl action sisnlJlwttly affectina tbe 

quality oftbe buman cnvirorvnenL 

10 
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. . . 
SIGNATURES 

Pursuant to tbc requlremmts o( tbc l'ubUc Utility Holding Q.mpany Acto( I 935, e11eb of 

the Ullderslsned companies bas duly c:auscd this statemc'lt to be signed on its behalf by the 

Wldcrslancd tbe:rtlln!O duly authorized. 

Dated: Auaust 12. 1m 

1liE SOUTHERN COMPANY 

By: Is/Tommy Chisholm 
Tommy Crusholm 

Secrewy 

MOBILE ENERGY SERVICES HOLDINGS, INC. 

By: lsi Tommy Chisholm 
Tommy Chisholm 

Sccmary 

SOlTTHERN ENERGY, INC. 

By: Is/Tommy Crusholm 
Tommy Chisholm 

Vice President and Sccrewy 

SEI HOLDINGS, INC. 

By: Is/Tommy Chisholm 
Tommy Crusbolm 

Secrewy 

SOlJTHERN ENERGY NORTii AMERICA, INC. 

By: Is/Tommy Crusholm 
Tommy Crusholm 

Sc=wy 

MOBILE ENERGY SERVICES COMPANY, L.L.C. 

By: Is/Tommy Chisholm 
Tommy CIUsbolm 

Secrewy 
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