PARAGRAPH 10 

to the

COLLATERAL ANNEX 

to the 

EEI MASTER POWER PURCHASE AND SALE AGREEMENT 

BETWEEN 

______________________________________

(“Party A”)

And

Southern Company Services, Inc., as agent for Alabama Power Company, Georgia Power Company, Gulf Power Company, Mississippi Power Company, and Southern Power Company 

(collectively, “Party B”)
CREDIT ELECTIONS COVER SHEET

Paragraph 10.    Elections and Variables
I. Collateral Threshold.

A. Party A Collateral Threshold.

 FORMCHECKBOX 

$_________________ (the “Threshold Amount”); provided, however, that the Party A Collateral Threshold shall be zero upon the occurrence and during the continuance of an Event of Default or a Potential Event of Default with respect to Party A; and provided further that, in the event that, and on the date that, Party A cures the Potential Event of Default on or prior to the date that Party A is required to post Performance Assurance to Party B pursuant to a demand made by Party B pursuant to the provisions of the Collateral Annex on or after the occurrence of such Potential Event of Default, (i) the Party A Collateral Threshold shall automatically increase from zero to the Threshold Amount and (ii) Party A shall be relieved of its obligation to post Performance Assurance pursuant to such demand.

 FORMCHECKBOX 
      
The “Threshold Amount” shall be (a) the lesser of (i) the amount  set forth below under the heading “Party A Collateral Threshold” opposite the Credit Rating for Party A on the relevant date of determination, and, if Party A’s Credit Ratings shall not be equivalent, the lower Credit Rating shall govern and (ii) the amount of any dollar limit contained in a guaranty provided by Party A, if any, or (b) zero if on the relevant date of determination Party A does not have a Credit Rating from the rating agency(ies) specified below or an Event of Default or a Potential Event of Default with respect to Party A has occurred and is continuing; provided, however, in the event that, and on the date that, Party A cures the Potential Event of Default on or prior to the date that Party A is required to post Performance Assurance to Party B pursuant to a demand made by Party B pursuant to the provisions of the Collateral Annex on or after the occurrence of such Potential Event of Default, (i) the Party A Collateral Threshold shall automatically increase from zero to the Threshold Amount and (ii) Party A shall be relieved of its obligation to post Performance Assurance pursuant to such demand:
	Party A

Collateral Threshold
	S&P Credit Rating


	Moody’s Credit Rating



	$50,000,000
	AA- (or above)
	Aa3 (or above)

	$46,000,000
	A+
	A1

	$42,000,000
	A
	A2

	$36,000,000
	A-
	A3

	$18,000,000
	BBB+
	Baa1

	$13,000,000
	BBB
	Baa2

	$5,000,000
	BBB-
	Baa3

	$0.00
	Below BBB-
	Below Baa3


 FORMCHECKBOX 
       The amount of the Guaranty Agreement dated _____ from _________________, as amended from time to time but in no event shall the Party A Collateral Threshold be greater than $_________.  

B. Party B Collateral Threshold.

 FORMCHECKBOX 

$________ (the “Threshold Amount”); provided, however, that the Party B Collateral Threshold shall be zero upon the occurrence and during the continuance of an Event of Default or a Potential Event of Default with respect to Party B; and provided further that, in the event that, and on the date that, Party B cures the Potential Event of Default on or prior to the date that Party B is required to post Performance Assurance to Party A pursuant to a demand made by Party A pursuant to the provisions of the Collateral Annex on or after the occurrence of such Potential Event of Default, (i) the Party B Collateral Threshold shall automatically increase from zero to the Threshold Amount and (ii) Party B shall be relieved of its obligation to post Performance Assurance pursuant to such demand.

 FORMCHECKBOX 

The “Threshold Amount” shall be (a) the lesser of (i) the amount set forth below under the heading “Party B Collateral Threshold” opposite the Credit Rating for Party B on the relevant date of determination, and, if Party B’s Credit Ratings shall not be equivalent, the lower Credit Rating shall govern, and (ii) the amount of any dollar limit contained in a guaranty provided by Party B, if any, or (b) zero if on the relevant date of determination Party B does not have a Credit Rating from the rating agency(ies) specified below or an Event of Default or a Potential Event of Default with respect to Party B has occurred and is continuing; provided, however, in the event that, and on the date that, Party B cures the Potential Event of Default on or prior to the date that Party B is required to post Performance Assurance to Party A pursuant to a demand made by Party A pursuant to the provisions of the Collateral Annex on or after the occurrence of such Potential Event of Default, (i) the Party B Collateral Threshold shall automatically increase from zero to the Threshold Amount and (ii) Party B shall be relieved of its obligation to post Performance Assurance pursuant to such demand.  Party B’s Collateral Threshold shall be determined using the lower corporate credit rating of Alabama Power Company and Georgia Power Company:

	Party B
Collateral Threshold
	S&P Credit Rating


	Moody’s Credit Rating



	$50,000,000
	AA- (or above)
	Aa3 (or above)

	$46,000,000
	A+
	A1

	$42,000,000
	A
	A2

	$36,000,000
	A-
	A3

	$18,000,000
	BBB+
	Baa1

	$13,000,000
	BBB
	Baa2

	$5,000,000
	BBB-
	Baa3

	$0.00
	Below BBB-
	Below Baa3


 FORMCHECKBOX 

The amount of the Guaranty Agreement dated _____ from _________________, as amended from time to time but in no event shall the Party B Collateral Threshold be greater than $_________.  

II. Eligible Collateral and Valuation Percentage.

The following items will qualify as “Eligible Collateral” for the Party specified:

	
	
	Party A
	Party B
	Valuation Percentage

	(A)
	Cash


	[X]
	[X]
	100%

	(B)
	Letters of Credit
	[X]
	[X]
	100% unless either (i) a Letter of Credit Default shall have occurred and be continuing with respect to such Letter of Credit, or (ii) twenty (20) or fewer Business Days remain prior to the expiration of such Letter of Credit, in which cases the Valuation Percentage shall be zero (0).



	(C)
	Other

	[  ]
	[  ]
	


III. Independent Amount.

A. Party A Independent Amount.

 FORMCHECKBOX 

Party A shall have a Fixed Independent Amount of $0.00. If the Fixed Independent Amount option is selected for Party A, then Party A (which shall be a Pledging Party with respect to the Fixed IA Performance Assurance) will be required to Transfer or cause to be Transferred to Party B (which shall be a Secured Party with respect to the Fixed IA Performance Assurance) Performance Assurance with a Collateral Value equal to the amount of such Independent Amount (the “Fixed IA Performance Assurance”).  The Fixed IA Performance Assurance shall not be reduced for so long as there are any outstanding obligations between the Parties as a result of the Agreement, and shall not be taken into account when calculating Party A’s Collateral Requirement pursuant to the Collateral Annex.  Except as expressly set forth above, the Fixed IA Performance Assurance shall be held and maintained in accordance with, and otherwise be subject to, Paragraphs 2, 5(b), 5(c), 6, 7 and 9 of the Collateral Annex.

 FORMCHECKBOX 

Party A shall have a Full Floating Independent Amount of $______________.    If the Full Floating Independent Amount option is selected for Party A, then for purposes of calculating Party A’s Collateral Requirement pursuant to Paragraph 3 of the Collateral Annex, such Full Floating Independent Amount for Party A shall be added by Party B to its Exposure Amount for purposes of determining Net Exposure pursuant to Paragraph 3(a) of the Collateral Annex.

 FORMCHECKBOX 

Party A shall have a Partial Floating Independent Amount of $______________.   If the Partial Floating Independent Amount option is selected for Party A, then Party A will be required to Transfer or cause to be Transferred to Party B Performance Assurance with a Collateral Value equal to the amount of such Independent Amount (the “Partial Floating IA Performance Assurance”) if at any time Party A otherwise has a Collateral Requirement (not taking into consideration the Partial Floating Independent Amount) pursuant to Paragraph 3 of the Collateral Annex.   The Partial Floating IA Performance Assurance shall not be reduced so long as Party A has a Collateral Requirement (not taking into consideration the Partial Floating Independent Amount).   The Partial Floating Independent Amount shall not be taken into account when calculating a Party’s Collateral Requirements pursuant to the Collateral Annex.  Except as expressly set forth above, the Partial Floating Independent Amount shall be held and maintained in accordance with, and otherwise be subject to, the Collateral Annex.

B. Party B Independent Amount.

 FORMCHECKBOX 

Party B shall have a Fixed Independent Amount of $0.00.  If the Fixed Independent Amount Option is selected for Party B, then Party B (which shall be a Pledging Party with respect to the Fixed IA Performance Assurance) will be required to Transfer or cause to be Transferred to Party A (which shall be a Secured Party with respect to the Fixed IA Performance Assurance) Performance Assurance with a Collateral Value equal to the amount of such Independent Amount (the “Fixed IA Performance Assurance”).   The Fixed IA Performance Assurance shall not be reduced for so long as there are any outstanding obligations between the Parties as a result of the Agreement, and shall not be taken into account when calculating Party B’s Collateral Requirement pursuant to the Collateral Annex.  Except as expressly set forth above, the Fixed IA Performance Assurance shall be held and maintained in accordance with, and otherwise be subject to, Paragraphs 2, 5(b), 5(c), 6, 7 and 9 of the Collateral Annex.

 FORMCHECKBOX 

Party B shall have a Full Floating Independent Amount of $______________.  If the Full Floating Independent Amount Option is selected for Party B then for purposes of calculating Party B’s Collateral Requirement pursuant to Paragraph 3 of the Collateral Annex, such Full Floating Independent Amount for Party B shall be added by Party A to its Exposure Amount for purposes of determining Net Exposure pursuant to Paragraph 3(a) of the Collateral Annex.

 FORMCHECKBOX 

Party B shall have a Partial Floating Independent Amount of $______________.  If the Partial Floating Independent Amount option is selected for Party B, then Party B will be required to Transfer or cause to be Transferred to Party A Performance Assurance with a Collateral Value equal to the amount of such Independent Amount (the “Partial Floating IA Performance Assurance”) if at any time Party B otherwise has a Collateral Requirement (not taking into consideration the Partial Floating Independent Amount) pursuant to Paragraph 3 of the Collateral Annex.   The Partial Floating IA Performance Assurance shall not be reduced for so long as Party B has a Collateral Requirement (not taking into consideration the Partial Floating Independent Amount).   The Partial Floating Independent Amount shall not be taken into account when calculating a Party’s Collateral Requirements pursuant to the Collateral Annex.   Except as expressly set forth above, the Partial Floating Independent Amount shall be held and maintained in accordance with, and otherwise be subject to, the Collateral Annex.

IV.
Minimum Transfer Amount.
A.
Party A Minimum Transfer Amount:
$1

B.
Party B Minimum Transfer Amount:
$1

V.
Rounding Amount.
A.
Party A Rounding Amount:
$100,000
B.
Party B Rounding Amount:
$100,000
VI.
Administration of Cash Collateral.

A.
Party A Eligibility to Hold Cash.
 FORMCHECKBOX 

Party A shall not be entitled to hold Performance Assurance in the form of Cash.  Performance Assurance in the form of Cash shall be held in a Qualified Institution in accordance with the provisions of Paragraph 6(a)(ii)(B) of the Collateral Annex.  Party A shall pay to Party B in accordance with the terms of the Collateral Annex the amount of interest it receives from the Qualified Institution on any Performance Assurance in the form of Cash posted by Party B.

 FORMCHECKBOX 

Party A shall be entitled to hold Performance Assurance in the form of Cash provided that the following conditions are satisfied:  (1) it is not a Defaulting Party, (2) a Downgrade Event has not occurred with respect to Party A or Party A’s guarantor, if any, and (3) Cash shall be held only in any jurisdiction within the United States.  To the extent Party A is entitled to hold Cash, the Interest Rate payable to Party B on Cash shall be as selected below:

Party A Interest Rate.
 FORMCHECKBOX 

The lesser of (a) the rate for that day opposite the caption “Federal Funds (Effective)” as set forth in the weekly statistical release designated as H.15(519), or any successor publication, published by the Board of Governors of the Federal Reserve System, minus one-half percent (.5%), and (b) the maximum rate permitted by applicable law; provided, however, in no event shall the rate be less than zero (0).
 FORMCHECKBOX 

Other - ____________

B.
Party B Eligibility to Hold Cash.
 FORMCHECKBOX 

Party B shall not be entitled to hold Performance Assurance in the form of Cash.  Performance Assurance in the form of Cash shall be held in a Qualified Institution in accordance with the provisions of Paragraph 6(a)(ii)(B) of the Collateral Annex.  Party B shall pay to Party A in accordance with the terms of the Collateral Annex the amount of interest it receives from the Qualified Institution on any Performance Assurance in the form of Cash posted by Party A.

 FORMCHECKBOX 

Party B shall be entitled to hold Performance Assurance in the form of Cash provided that the following conditions are satisfied:  (1) it is not a Defaulting Party, (2) a Downgrade Event has not occurred with respect to Party B, and (3) Cash shall be held only in any jurisdiction within the United States.  To the extent Party B is entitled to hold Cash, the Interest Rate payable to Party A on Cash shall be as selected below:

Party B Interest Rate.
 FORMCHECKBOX 

The lesser of (a) the rate for that day opposite the caption “Federal Funds (Effective)” as set forth in the weekly statistical release designated as H.15(519), or any successor publication, published by the Board of Governors of the Federal Reserve System, minus one-half percent (.5%), and (b) the maximum rate permitted by applicable law; provided, however, in no event shall the rate be less than zero (0).
 FORMCHECKBOX 

Other - ____________

VII.
Notification Time.
(
Other – 11:00 a.m. Central Time
VIII.
General.
With respect to the Collateral Threshold, Independent Amount, Minimum Transfer Amount and Rounding Amount, if no selection is made in this Credit Elections Cover Sheet with respect to a Party, then the applicable amount in each case for such Party shall be zero (0).  In addition, with respect to the “Administration of Cash Collateral” section of this Paragraph 10, if no selection is made with respect to a Party, then such Party shall not be entitled to hold Performance Assurance in the form of Cash and such Cash, if any, shall be held in a Qualified Institution pursuant to Paragraph 6(a)(ii)(B) of the Collateral Annex.    If a Party is eligible to hold Cash pursuant to a selection in this Paragraph 10 but no Interest Rate is selected, then the Interest Rate for such Party shall be the Federal Funds Effective Rate as defined in Section VI of this Paragraph 10.

IX.   
Collateral Annex Amendments.
Paragraph 1, Definitions.  The following changes shall be made to the definitions:
· “Credit Rating” is deleted and replaced with the definition of “Credit Rating” provided in the EEI Master Power Purchase and Sale Agreement.
· “Credit Rating Event” is amended by replacing “6(a)(iii)” with “6(a)(ii)”.

· “Downgraded Party” is amended by replacing “6(a)(i)” with “6(a)(ii)”.

· “Exposure” is amended by adding the phrase “(including, without limitation, power that has been delivered but not yet invoiced shall be considered an amount that is accrued and payable for purposes of calculating exposure)” after the word “invoiced” in the third and sixth lines of sub-paragraph (a).

· “Letter of Credit” is deleted and replaced with the definition of “Letter of Credit” provided in the EEI Master Power Purchase and Sale Agreement. 

· “Letter of Credit Default” is amended by deleting the word “or” in the third line and replacing it with the word “and”.

· “Local Business Day” is deleted and replaced with the following:

“Local Business Day” means any day except Saturday, Sunday or Federal Reserve Bank holiday.  A Local Business Day shall open at 8:00 a.m. and close at 5:00 p.m. local time for the relevant Party's principal place of business.  The relevant Party, in each instance unless otherwise specified, shall be the party to whom the notice, payment or delivery is being sent.

· “Performance Assurance” is amended by replacing “6(a)(iv)” with “6(a)(iii)” and by adding the word “reasonably” in the second line before the word “acceptable”.
· “Qualified Institution” is deleted and replaced with the following:

“Qualified Institution” means a commercial bank or financial institution organized under the laws of the United States or a political subdivision thereof, with (i) a Credit Rating of at least (a) “A-” by S&P and “A3” by Moody's, if such entity is rated by both S&P and Moody’s or (b) “A-” by S&P or “A3” by Moody's, if such entity is rated by either S&P or Moody’s but not both, and (ii) assets of at least $10,000,000,000.
· “Reference Market-maker” is amended by adding the following phrase at the end thereof:

“; provided, however, such leading dealers shall not be Parties to this Agreement or Affiliates of a Party to this Agreement.”
· “Secured Party” is amended by replacing “3(b)” with “3(a)”.

· For purposes of the Collateral Annex, “setoff”, “set off” and “offset” shall have the same meaning.
Paragraph 3, Calculations of Collateral Requirement. Section (b)(2) is amended by adding the phrase “that has not been returned to the Pledging Party pursuant to this Collateral Annex” after the phrase “the Secured Party” in the first line.  

Paragraph 4, Delivery of Performance Assurance. The third sentence is amended by replacing the phrase “on the next Local Business Day” with the phrase “on the second Local Business Day” and replacing the phrase “second Local Business Day” with the phrase “third Local Business Day”.  The following sentence is added at the end of Paragraph 4: 
“In the event that the Pledging Party fails to provide the Secured Party Performance Assurance pursuant to the terms of this Paragraph 4 and such failure is not remedied by the close of business on the next Business Day, then an Event of Default under Article Five of this Agreement shall be deemed to have occurred, and the Secured Party will be entitled to exercise any of the rights and remedies set forth in Paragraph 7 of this Collateral Annex and in Article Five of this Agreement.”

Paragraph 5,  Reduction and Substitution of Performance Assurance.
The sixth sentence in section (a) shall be replaced in its entirety with: “Unless otherwise agreed in writing by the Parties, (i) if the Pledging Party’s reduction demand is made on or before the Notification Time on a Local Business Day, then the Secured Party shall have three (3) Local Business Days to effect a permitted reduction in Performance Assurance and (ii) if the Pledging Party’s reduction demand is made after the Notification Time on a Local Business Day, then the Secured Party shall have four (4) Local Business Days to effect a permitted reduction in Performance Assurance, in each case, if such reduction is to be effected by the return of Cash to the Pledging Party.”
Section (b) shall be amended by deleting the first sentence in its entirety and replacing it with the following sentence:  
“Except when (i) an Event of Default or Potential Event of Default with respect to the Pledging Party shall have occurred and be continuing or (ii) an Early Termination Date has occurred or been designated as a result of an Event of Default with respect to the Pledging Party for which there exist any unsatisfied payment Obligations, the Pledging Party may substitute Performance Assurance for other existing Performance Assurance of equal Collateral Value upon three (3) Local Business Days’ written notice (provided such notice is made on or before the Notification Time, otherwise the notification period shall be four (4) Local Business Days) to the Secured Party; provided, however, that if such substitute Performance Assurance is of a type not otherwise approved by this Collateral Annex, then the Secured Party must consent to such substitution.” 
Paragraph 6, Administration of Performance Assurance.
Section (a) is amended by: 

(i) adding the phrase “but without limiting the rights and obligations of the Parties under Paragraphs 5, 7, and 8 of this Collateral Annex” after the phrase “applicable law” in the first line of sub-section (ii);
(ii) adding the phrase “(other than subparagraph (B) below)” after the phrase “the provisions of this Paragraph 6(a)(ii)” in the first line of sub-section (ii)(A);
(iii) replacing the phrase “to perfect the security interest of the Non-Downgraded Party” with the phrase “to perfect the security interest of the Downgraded Party” in the eleventh and twelfth lines and by replacing the phrase “on the next Local Business Day” with the phrase “on the third Local Business Day” in the second line of sub-section (ii)(B); and
(iv) deleting sub-section (iii) in its entirety and replacing it with the following:

“(iii)  Interest Payments on Cash.  The Secured Party or its Custodian shall retain as additional Performance Assurance any interest or other amounts paid or deemed to have been paid with respect to Cash.”
Section (b) shall be amended by:
(i) replacing the word “first” in the third line of sub-section (iii) with the word “second”; 

(ii) replacing the phrase “fifth (5th)” in fourth line of sub-section (iii) with the phrase “third (3rd)”;
(iii) replacing the phrase “or Early Termination Date has occurred and is continuing” in the seventh and eighth lines of sub-section (iv) with the phrase “has occurred and is continuing or that such Early Termination Date has occurred or been designated”; and 
(iv) capitalizing the word “cash” in the eleventh line of sub-section (iv).
The following new Section (d) is added at the end thereof:

“(d)  Generally.  Any principal, dividends, receipts, gains and/or interest accruing upon or paid to or received by the Secured Party and/or its Custodian in respect of non-Cash Performance Assurance held by the Secured Party and/or its Custodian for safekeeping, shall be held or retained as additional Performance Assurance subject to this Collateral Annex and shall be subject to the security interest in, general first lien on and right of set-off against, such Performance Assurance granted pursuant hereto in favor of the Secured Party.”
Paragraph 7, Exercise of Rights Against Performance Assurance.
Section (a) is amended by replacing the phrase “is deemed to occur” in the eighth line with the phrase “has been designated”; and

Section (c) is amended by adding the word “The” immediately before the phrase “Secured Party” in the first line.

Paragraph 8, Disputed Calculations.  Section (b) is amended by replacing the phrase “to be reduced by the Secured Party” in the first and second lines with the phrase “to be reduced by the Pledging Party”.

Paragraph 9, Covenants; Representations and Warranties; Miscellaneous.  Section (d) is amended by adding the word “Party” after the phrase “incurred by the other” in the last sentence thereof.

X.
Other Changes To Schedule 1 To Collateral Annex.
The last sentence of the third unnumbered paragraph is amended by adding the phrase “and multiple” after the word “Partial”.
IN WITNESS WHEREOF, the Parties have caused this Paragraph 10 to the Collateral Annex to the EEI Master Power Purchase and Sale Agreement to be executed as of 



, 20
. 

Party A-  

Party B- Southern Company Services, Inc., as agent for Alabama Power Company, Georgia Power Company, Gulf Power Company, Mississippi Power Company, and Southern Power Company
By: 

By: 

Name: 

Name: _____________________________________

Title: 

Title: ______________________________________
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