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Energy Regulatory Commission
(FERC).
I he announcement of a bud-
get increase for Plant Vogtle did
not affect the credit rating assign-
ed tc Georgia Power bonds by
two national rating agencies —
Moody's Investors Service and
Standard & Poor’s Corp. A third
rating agency, Duff & Phelps, Inc
lowered its rating ot the Com-
pany’s securities following the
announcement. During the vear,
the Company issucd $550 million
in pollution control cbligations
The Company has alsc issued
$150 million of preferred stock
Generating plant perfcrm-
ance during 1985 was the bes' in
the Company’s history by two
measures. Equivalent av ailabilit.
reached an all-vime high of 86.6
percent at coal-fired plants and
75.9 percent at the Hatch nuclear
plant. Heat rate has improved so
that we are now getting more
energy from each ton of coal at
our coal-fired plants than ever
before. Both of these mean that
the Company has more electncity
availatie o meet our custoners
needs with less additional con
struction and using less fuel
Programs to improve the
performance of existing plants
have been highly successful. Be
cause ¢ this and other factors
we have been able to revise the
constructic. ~ schedule for Rocky
Mourt2ir. he B48-megawatt
plant pre.  sly scheduled for
comr-ercial operation in 1991,
now : scheduled to go on line in
1996 subject to FERC approval
Important progress has been
made on other (eorgia Power
generating plant construction
projects. The third unit of Plant
Scherer is now 86 percent com

Net Income
{Millions of Dollars)

plete and sc  duled to go into
commercial . peration in 1987
The plant’s fourth unit 1s about
17 percent complete. Also, major
redevelopment is continuing at
several hvdroelectric dams and
was completed at Morgan Falls
an 83-vear-old hydro plant north
of Atlanta. This work would brirg
these dams up to new federal
standards

We have every indication that
Georgie will need the energy that
the plants we now have under
construction will produce. The
rate at which Georgians are using
electricity is expected to increase
an average of 3 percent a vear be-
tween now and the end of the
century. If growth continues at
this rate, we fully expect that by
the vear 2000 Georgians will re-
quire some 7 million kilowatts in

—————

additional capacity - three times
the output of P'ant Vogtle alone
We also expect that when
Plant Vogtle starts producing elec-
tricity we will benefit from the low
cost of nuclear fuel, compared to
the cost of coal or oil. Over the 10
vears that it has been operating,
Plant Hatch, a nuclear tacility in
south Georgia, has saved more
than $700 million in fuel costs
I'here were changes in top
level management duning the
vear Executive vice president
George Edwards resigned to ac
cept the position of president and
chief executive officer at United
Muminating of New Haven
Conn. His area of responsibility
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external atfairs, is now headed by
Elmer Harris, formerly an exec-
utive vice president with Alabama
Power, one of Georgia Power’s
affiliate companies

The years ahead will be
among the most challenging we
have faced as a Company, as we
bring Plant Vogtle into the rate
base Employees at every level in
every area of the Company are
being encouraged to pertorm at a
high level of excellence while us-
ing as few resources as possible
Specific programs, aimed at re-
ducing staff and budgets, have
been initiated throughout the
Company. The overall goal is to
continue making Georgia Power
a more efficient, tightly run orga-
nization

On behalf of the officers, em
plovees and directors of Georgia

we extend our

Thoscrmne € pyoveon 5 ome
fAUIWYR LN lwnl' iy
thanks to vou, nur investors, for
vour continued confidence and

SUpp it

Sincerely

%4

Robert W Scherer
Chatrman of the Boand

ff/ﬁW\?

mes H h)(n [ ( r
President / __
February 19. 1986
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Efficiency for today and tomorrow

These successtul marketing et-
torts along with the economic
gmmhin . Power's service
to the Com-
pnnv’sm Net income after
dividends on preferred stock for
1985 was § 194 million. an increase
of §72 mullion over 1984 earnings

1985, Georgia Power's
mwwm Assets

have increased steadily over the
vem trom Sl billion in 1967 to

%:'( ompany continued to
take advantage of the lower inter
est rates available on pollution
control bonds. Georgia Power
sold $550 million in such obhiga-
tions duning 1985 Of this amount,
$393 milhon rerresented refi-
nancing of pollution control notes
issued the previous vear. The
Company also issued $36.4 mil-
lion in pollution control notes in
1985, No first me bonds
were issued during the year

Preterred stock sales for the
vear totaled $150 million. A $50
million issue in April carried a
dividend rate equivalent t 12

- Two adjustable rate
issues of $50 million were sold in
October and December with a
minimum dividend rate (“floor”)
of 6.25 nt and & maximum

ceiling”) of 1275 percent The
October ¢ ue had an initial rate of
953 percent and the December
1ssue had an initial rate of % 30
percent. For the adjustable rate
preferred stock, the dividend
rate is adjusted quarterly based
on the highest among three var
iables: the Treasury Bill rate, the
10-year constant maturity rate,

and the 20-year constant matur-
ity rate tor the dividen d penod

Capital contributions from
Mhe Soutiern Company totaled
$315 mithon

Georgia Power is succeeding
in its eftorts to find ways to im-
prove the performance of generat
ing plants. Both avarlability and
heat rate reached record levels.
An improvement in heat rate
means that 2 plant can produce
more electricity without burning
more fuel The average heat rate
this vear tor tossil fuel plant:
measured 9,945 BTUs, an un-
provement of 577 BTUs over the
1975 average

Equivalent availability, an.
other performance factor. reached
an all-time record of 866 percent
tor the Company’s coal-fired gen-
erating plants. That's a jump of 20
percentage points over the 1975
tigure and places Georgla Power
well above the industry average
PMlant Hatch, the onlv operating
nuclear plant on Georgia Povver’s
svstem also achieved its best
equivalent availability record ever
~ T3 9percent — with no major
outages during the yvear. By these
twoimportant measures of etfi
clency. heat rate and equivalent
availability, Georgia Power's
generating plants had an excep-
tional year

After Hurnicane Elena struck
the Gult Coast in late August,
more than 600 Ceorgia Mower line
crew workers were dispatched to
neighboring utilities to help re
store pllww Most of these went to
help Gulf Power and Mississippi
Power. two sister companies in
the Southern electric system
others went to the aid of Florida
Power Corp Elena left more than

20,000 people without electncal
service.

Geongia Power's emplovees,
in addition to having a produc-
tive year. had a sate vear, as satety
records were set among, several
employee groups. Plant Hatch, a
south Geongia nuclear plant that
has been in operation for 10 vears,
reached a mulestone six milhion
man-hours without a lost work:
day acadent. Also, Nuclear Regu-
latory Comraission data indicate
that radiation exposure at Hatch
is the lowest of any boiling water
reactor plant in the US. with a
capacity of at least 10 megawatts.

Emplor ees at Plant Wansley
a coal-fired plant in west Ceonga,
not only set a plant satety record,
but were the first Georgia Power
t-mph wees at a coal-fired plam to
reach three million man-FLours
vithout a lost workday acadent

The Company also is achwes
ing a tavorable satety record in
relation to other investor-owned
util ges The Edison Electric Insti-
tut:zn- wented Georgia Power its

nt Pate Safety Award, hased
on 1984 performance. Georgla
Power's incident r.m' of 0002 was
the lowest in its ¢ - utiities
with more than K000 u-mphwm
Fhe rate for 1985 was e en better
at 0075

Ffforts are continuing to re-
duce Georgia Power's operating
expenses and increase its reve-
nues. All employees are being
asked to contribute to the com
panvwide effort by finding ways
to reduce costs and to use fewer
resources while keeping produe
tivity high
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Selected Financial Data

Condensed Income Statement

Operating Revenues

Operating Eypenses

Operating Incom

(her L " \Net

Income Before Interest ( harges

Net Interest ( harge
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Sl 1982, the Company begun accruing reveniies hoe sevoies rendered but unbilivd
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Management's Discussion & Analysis

1985 Operating Revenues 1985 Operatmg | xpenses

Fuel ¥V 1'%

Retarl Sales ™2 1%

P hased &
I”f! fn I'l\'i\l I!'.u i v'

€ Ypwevalsom ¢
NMarrtirvan e %

lerritoria! Resale
Sales 7 1'%
{ heproes wtiom &
Amortizdgtnm & P
(- Sysben Sales 19 8%,

(ther Retenue | (P liwes 9%

Revenues [ncreases in total operating revenues ovet
&’3““3 l)f ()'N."u“('"ﬁ the prior year, along with the major components and
ther contribution te the total increases, have been as

Geongia Power's net income after dividends on preferred tollows (i millions of dollars

stock tor 1985 was $49 million which provided a e g "
1795% return on average coommon equity Farnings tor Wetai! Haty
1985 increased $72 milhon or 17 1% over 1984 earnings e 1o ' s LR
aod $189 mithon over 1983 results. Included in 1984 net Wetall KWH "
income was a $20.8 million gain, net of taxes, on the b 14 y .
sale « f a 5% interest in Plant V gtle bor Bisnals W

i sticr

L Mher Olperating

Me o4 e buddeng






Management's Discussion & Analysis

Future Earnings Potential Future ¢mmgsm‘r~m'm s
contingent upon successtul complet.on and inclusion
in rates of the C y's constraction program. in
cluding Plant Vogtle. a two-unit nuclear facility cur
rently under construction. See Note 3 to the financial
statements for turther information about the construc

tion .
results of operations are not necessarily indic
ative of future earmings It is expected that higher op-
costs and carrying charges on increased imvest.
ment in plant_ if not oftset by proportionate increases
In operating revenues (euhwgpmudk rate Increases
or increases in sales) or expense reductions. will ad.
versely atfect future earnings. In recent years. earnings
have tended to dechine during penods follow ing the
full 12 months re.lization of general rate increases and
prior w the receipt of turther rate increases. Yuture in
creases in sales will be affected by the rate of evonomic
gxﬂl in the Company's service area, the weather
Mu:z of demand, energy conservation. and
market conditions applicable to neighboring utihities

L]

Financial Condition

Gross property additions for the period 1983 through
1985 totaled $38 billion These additions included con-
struction of major generating projects and the installa-
tion and upgrading of trans mission and distribution
lines. substations and other tacihities The funds tor
gross property additions were provided as tollows

Percent of Tdal
Funds Provided

Diollars in Thousands
{ Nnmmu@ 152l

Net Fundds Prosaded sy

Operations $1 39 500 ™ s
Funane g and C apital

( onunbutions Wil L
Other Soures AN ow M
Total LR (M

1 T W0

See the Statements of Sources of Funds for Gross
Property Additions for further details

Capital Structure The Company s capitalization ratios
continued to improve during 1985 The Company s
common equity ratic (vas 194% at December 31 1985
ascom o W 1% at the end of 1984 and 36 1% at
December 31, 1983 The composite intorest rate on
long - term debt decreased trom 10 62% at December 31
1984 10 1061% at December 31, 1985, and the composite
dividend rate on preferred stock decre ssed from 9 91%
1o 9 8% during this same period

It 1 anticipated that the funds required for constris
tion and other purposes will be derived from sources in
torm and quantity similar to those used in the pas!
However. the type and tioing of financing will depend
on market conditions, maintenance of adequate varn
ings and regulatory authority

The abtlity to maintain the required coverages. o
generate funds for day to-day operations and to finance
the construction program is deps ndent on receiving
adequate and timely rate increases L ae Company is
committed to maintaiming finan ial integrity by con
tinued emphasis on operating etficlency and by pur
sttt of rate increases w hen appropriate Should the
Company be unable to obtain tunds from external
sources in amounts which, together with internally
generated tunds. will be adequate to carry out the
present construction program. delays or cancellations
of certan projects could become necessary. A delay
could result in significant additional construction
costs In the event of cancellation of any project there
1 0 assurans e that the Company would be able to
recover the costs assoniated with such project
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At December 31, 1985, the Company had $589 mil-
temporary cash investments to assist in meeting
C

lion of
cﬂl#m hr&MMﬂﬂw
ments totaling $1.565 billion with eleven ba

nhks.
cover the six-vear ending December

. 1990 During the term of these agreements. the
Company may convert short-term nto term
loans. Such term loans would be pavable in 12 equal
quarterly installments during the vears 1991 through
1993, or at ar earhier date at the Company s option.
Such term loans are subject to authorization from the
GPSC and the securities and Commussion
(SEC) Also, the Company has $120 i other lines
of credit subject to annual renewal No short-term bank
loans associated with the revolving credit or
llmn:cndum ~ at vear-end

provide flexibility, the Company ssues senior
securities in advance of actual cash requirements,
the proceeds from these sales in temporany cash
To indicate the impact on the common
equity ratio w hich results from this prospective financ
Ing h. this ratio also s computed on an adjusted
basis. The adjustment ¢educts temporary cash invest-
ments, up to the amount of senior securities issued dur-

nmmm‘mummw n

» hmwxm adjust:
ment would in an increase in the reported 1985
COMMON equity ratio from 39 4% 1o 41 8%

The Company must comply with certain earnings
coverage requirements contamed in its inden
ture and corporate charter to issue addity mort-
Rage bonds and preferred stock  An carnings coverage
of two times annual interest charges on first mortgage
bonds is required for the issuanc e of additional bonds
and a coverage of one and one- half times annual interest
changes and “reterred stock dividends is required tor the
wssuance of additional preferred stock . The coverages for
the vears ended December 11 1995 and 1984, were 2 K]
and 2 51 respectively. for bonds and | 89 and | 77

ot preferred stock . The improvement in
first hond and stock coverages is
primarily due to improved ear: imgs in 1985

Capital Requirements e @ om currently esti-
mates that gross additions mthommd
nmuJ will total mimatey $3 9 bllion
Mwm»m:mwu w the Com-
pany's current ownership interests in ¢ ﬂmut
units under construction and include AFU .'(M‘:yh-
mma:mmmlmm 4
CONSErUCtion program is reviewed whically.
ﬂMchcmmhmm‘n::Kvm
from the above estimates because of factors such s

"

changes in business conditions. fluctuating rates of load
growth. environmental reguirements. design changes in
nuclear plants to meet changing requirements. untore-
seen nuclear heensing requirements. equipment
delivery sc s increasing costs of labor equipment
and materials, cost of capital and the granting of timely
and adequate whaolesale and retal rate increases by ap.
commissions Geongla Power s construction
program includes Plant Scherer (fossil) located near For
svth. Plant Vogtle (nuclear) located near Augusta and
the Rocky Mountain Hydro Project located near Rome
The construction budget estimates set torth above
reflect the Company's announcement on August 5.
1985 of an increase of $472 million (15 3%) in the cost
estimate for Plant Vogtle, a two-unit nuclear generating
facility. and a three-month delay in the planned fuel
load and commercial operation dates for Unit No | of
the plant Estimated total plant additions at comple-
tion for the entire plant (including all co-owners’
Hnancing costs and conty 'y allowances) have
been increased from §7 2 billion to 88 4 billion . See
Note 3to the financial statements for additional
nformation

contimued



Management's Discussion & Analysis

v $119 million will be required in the
1986 to wd in connection with the present
sinking ‘ and matunties of long term

nd requirements
debt and preferred stock subject to mandatory redemp-
tion. The short-term Pollution Control Bond Anticipa-
tion Notes of $36.4 million are due duning 1986 The
Company intends to refund the notes with long - term
Pollution Control Bonds
Matters The CIPSC has engaged the con.

ing firm of OYBrien-Kreitzberg & Associates OKA)

and its subcontractors to conduct a study of the . om.
‘s construction , including decisions re-
to ning, design. he and construction

of Plant Vogtle See “Prudgence Audits” in Note 3 to the
financial statements tor turther infurmation

The GPSC also has commenced a pro-eeding con-

mmmmnmﬂ tor a phasen of Vogtle s
costs v v's tiling in such proceeding presents
aplan under h its investment in each umit of Plant
Vogtle would be phased into rate base in equal incre-
ments over a three-year period hepnmn%wnh the date
of commercial operation of such unit. While a phase-n
wuuld moderate the effect on the Company s customers
of inclusion of the plant in rate base the resulting delay
in the Company’s recovery of its investment may ad
versely affect earnings. cash flow and cost of captal See
“Phase-In Plans” in Note 3 1o the financial statements for
turther information

It will be necessary for the Company to finance part
of its construction program from the issuance of pre
ferred stock and long term debt The Company must
receive approval of the GPSC and the SEC betore issu-
ing such senior securities. See “Financing” in Note LI
the financial statements for further information on the
Company’s financing applications

A study by a consulting firm commissioned by the
Consumers’ Utility Counsel of the State of Caorgia has
concluded that cancellation of Plant Vogtle will proside
substantial savings to uﬁmn Management believes
that the methodology and assumptions used in this
study are wrong and, as such. the conclusions of the

are without me it
GPSC's order effective May 16 1985, granting

WCWV‘::’W for financing authority included
o Strchions tor the Rixcky Mountain project The
UPSCs financing order concludes that completion of
the Rocky Mountain pumped stotage progect is not eco
nomically justitiable and reasonable and withholds
authorization for the Company to spend funds from the
approved securities issuances on that project. The Com
pany has determined to delay the planned commerial

ation date of the Rocky Mountain progect from 1991
10 1999 Such action is subject to approval by the federal

i

Enengy Regulatory Commission (FERC) of an appropniate
amendi went to the Company s license for the pmr\ The
recetpt of such amendment cannot be assured If the
L«w&mmﬂdﬁmmwmmmvnm
its FERC Iivense, the Rocky Mountain project may be
cancelled In such event. the recovery of the project’s
costs cannot be assured The C is also explonng
the sale of the project. At December 31 1985, the Com-
pany s investment in Rocky Mountain amounted to ap-
provimately $163 million

Future Considerations tor Capital
The U S Enwironmental Protection Agency has prom.
ulgated new air quahity control regulations n-hm\ﬁ:- the
stack heght requirements of the Clean Air Act
ultimate impact of these regulations cannot be accurate:
ly determined until the state environmental agencies
ine what actions must by taken by the Company

to comply with the regulations However it is expected
that either the use of more expensive low -sulfur fuel or
construction of costly flue-gas desultunzation equip-
ment may be required at certmn tacilities

In addition legislation being considered by Con-
gress concerning acid ram would make additional pollu-
ton control eguipment unn&:l-n tor certain coal-
thod electric power plants enactment of legslation
mandating reductions in sultur dionde emissions in the
service arva of the Company would substantially increase
the Company's capital requirements and ¢ comty

Tas leggslation has been proposed that would elimi
nate investment tax credits and curtail cash flow derived
trom deferred income taves 1 leislation is ultimately
passed which contaims provisions which reduce internal
coch tlow the Company will be required to obtain the
funds from othe < sources. primarily the capital markets
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Im IN THOUSANDS Georgte Power Company

I
|
| Years Ended December 51 1985 1ndg 1983
| Operating Revenues $3440298 511NN $27% 574
[ Operating Expenscs
m : 1,077,082 1L 454 R84 137
Purchased and interchanged power net 455,412 429,52 139 '8N
Other ELARTL) 412 803 LR
Maintenance 154,510 228 377 190 b
Depreciation and amortization 1,524 191, 08 176,098
Taxes other than income taxes 120,320 106 08 LR
Federal and state incorae taves MLISY 20N 54 231 58
Total operat.ng expenses 2,902,477 2687 03 1,280,000
Operating Income S48 494 977 084
Other Income
Allowance for equaty tunds used durmg construction 227 950 162,087 107 682
Gains on sales of facilities - 48914
Interest income 41,540 uOTY wan
Other. net . (3, 398) (61) (89 4)
Income taxes applic able to other t wome 9114 (37 678) (14.924)
Income Betore Interest Charges TN, 805 01 743 579, 8
Interest
Interest on leng -term delnt 421,784 1 N5 LIRN * &
Allowance tor debt tunds used during construction 216,23% (150 931 (W R4
Amaortization of debt discount. prenuum and expense. net 2,3% 1 6N 1485
Interest on interim obligations 0,518 117
| ()n.m interest < hanges 10,543 LR 2461
Net interest chanes 298,978 224,807 219 54
; Net Income 559 830 477 V3 LU
Dividends on Pref rred Stock o6, 113 55 817 55 e
Net Income After Dividends on Preferred Stock $ WATIT 8 21TV 8 WM
| STATEMENTS OF
Earnings Retained
. .
in the Business i -
| Years Ended December 1) Jons 1 w1
Balance, beginning of period $ T % MY 8 42w
Add (deduct)
Net income after dividends on preferred stock L LA 21719 LU
| Cash dividends pad on common stock (277, 500) (225, 500) (189, 000)
Preferred stock ssuance expense (1, 608) (1,37%) (1)
Balance, end ol period $ I 8 T2i0m 8§ SR
STATEMENTS OF
) . N
Other Paid-In Capital . oo
Yo Fided December Vi 1985 1984 1984
Balance, beginning of period SLAISN00 S 210 N0 & 0 MW
Cash contribution to capital by parent company 115,000 207 (00 223 000
Ralance, end of period $17M00 S 1AM $ 21 a0

| Il @ ompmnying noles dov an nteyval gt of these dhalempsils



Balance Sheets «iovsaos .
December '

1985 194
wtility Plant
Plant in service. at onginal cost N - $6,573,090  $6 195791
mwhhp«mm . v 1,859, 166 1,701,484
AT 44N WP
Nuclear fuel, at amortized cost L 15%418 23145
Construction work in progress M\bm 2,435,310 1,891,550
. 599,996 372,663
g s 4415
Total 1581088 2604628
Less mwmmm mcome taxes 920,047 873,024
Total . Z'm., N_ _b ;597; _hﬁ?
MM&I Investments
Southern Electric Generating Company. at equity 16,946 16, 804
Nonutility property. " wt a2 2.3
Total . ¥, 357 W 143
Current Assets
gy s waod o240
cash nvestments. at cost , 543 40
Recervables
C um accounts receivable 231,591 233 508
Accrued utility revenues . 55,403 44504
OMa«mmdmtnmmobh 108, 584 86 665
Affilbated compamies 2,614 2,627
Accumulated provision for uncollectible asccounts (5,563 2,600,
Fossil fuel stock. at average cost 210,604 289 ROT
Materials and supplies. at average cost 69,397 67 K6
Prepayments #, 506 6.697
Vacation pay deferred B0 e
Total 1L,M2,368  1.270677
Deferred Charges
Debt expenses - being amortized 12,45 11,218
Miscellaneous 8,083 12,667
Total 20,53 23 885
Total Assets 99,030,618 57 80 1'72
CAPITALIZATION AND LIABILITIES '
c?un-h-(s« accompany ing statements )
ommon stock cquity $3,013,707 b2 486, 172
Preferred stock 632,844 482 44
Preferred stock subject to mandatory redemption 120,000 127 .50
Long-term detn 3,878,086 3,432,606
Total 7,644,617 6,529,122
Current Liabilit s
Preferred stock untm%hmd requirement 7,500 3.7%
Long-term debt due within one year 48,229 2134
Pollution control bond anticipation notes payable (Note ¢ ) 36,400 109 356
Accounts payable
Affillated companies 24,020 22,837
Other 130,551 116,759
Nuclear fuel disposal fee 1,298 25,452
Customer s 1,782 RN
Taves —
Federal and state income 23,747 98, 264
iver 8,281 53,174
Interest accrued 136,279 117.7%
Vacation pay accrued 28,700 26 60
Miscellaneous 60,965 V7 874
Total 795,719 A7 N7
Deferred Credits and Other Liabilities
Accumulated deferced investment tax credits 572,508 471, 640
- Miscellaneous 17,773 11.323%
Total 590,282 442, 9%
Commitments and C Matters (Notes 1 4.7 and ¥)
Wmm $9,030.618  §7 K80.072
a2

The e ompanying rotes are an integral patt of these statements



STATEMENTS OF

. . .
Gzpltalmtm IN THOUSANDS
December 31

Equity
Common siock (without par value) authorized
MMM7RL!NM
Ouner pard-in ¢ "
Premium on stock
Earnings retained in the business
Total common stock equity
Cumulative Preferred Stock (without parvalue!
authorized 26,900,000 shares,
outstanding 17578439 shares
Class
$100 stated value -
$4.60 to §6 60 Series
$7 72 10 $7 80 Series
$8.20 to $9 U8 Seres
$25 stated value -

Adjustable Rate — at January 1. 198
2%
872%
L%

Total [annual dividend roguirement
$57 475(000))

Cumulative Preferred Stock Subject to Mandatory Redemption
(without par value)
authorized and outstanding 5 100 000 shares
$25 stated va'ue -
$2 75 Series
$3.76 Sertes
[annual dividend requirement $17.055((60))
Less amount due within one vear

Total, excluding amount due within one year

Long-Term Debt
First Mortgage Bonds
Maturity Interest Rates
May 1 1985 %
April 1, 1986 W
June 1. 1987 5%
March |, 1988 3%
November 1. 1990 4%
October 1, 1991 17%%
19911995 NNt ¥
1996 2000 4% o I1%%
200 2005 %% to 114 %
2006 2000 L% o L%
2011205 13%% to 164 %
Towal first mortgage bonds
Other long-term debt (Note &)
Unamortized debt premium
(discount). net
Total long-term debt (annual interest
S5, 714 (000)
Less amount due within one year
Long term debt, excluding amount
due within one year

Total Capitalization (Note )

§ M8
1,730,800
3,074
935,543

3,013,707

117,844
105,000
35,000

50,000
50,000

75,000

50,000
50,000
N.

52,500
75,000

7,500
120,000

12,000
8,978
24,000
12,000
121,25
127,500
402,823
ml”
548,000
689,500

2,772,019
1,20, 0658

148, 799)

1,926,295
48,229

3,878,066
§ 7,004,017

Georgua Power Companry

% of Total 1984 % of Total

117 844
105,000
35,000

50000
50,000

75000

50,000

LB ] 82 844 74

56,250
TH NN

3,750
16 127500 19

11 98%
12,000
N 97K
24,000
12,000
122 500
127 50
402 821
H25 968
S48 (0N
ALY

2. 789 757
702 946

(W, 773)

L4519
21,324

50.7 1A b 52 6

100.0%  $652 122 100 0%

Five e companying notes are an integral part of these statements
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cash flow and cost of capital. In addition, the Financial
Accounting Standards Board has issued proposed rules
for phase-in plans. The adoption of a phase-in plan that s
not in conformity wath those rules could adversely affect
earnings.

At the commencement of the 1986 legisiative session,
abill was before the Georgia House of Represen-
tatives which would require the GPSC to phase the
Company’s prudently incurred construction costs for
each unit of Vogtle into its retail rate base in equal
annual installments over a period of not less than three
nor more than six years from the date of commercial op-
eration of such unit. The bill was passed by the Georgia
Senate in the 1985 session. Further action on the bill is not

in light of the aforementioned action by the
" regarding Vogtle phase-in
Pradence Audits. In June 1985, the GPSC engaged the
consulting firm of O'Brien-Kreitzberg & Associates
(OKA) and i+ subcontractors to conduct audits examin-
ing the prudence of the Company’s deaisions relating to
design, ucensing, and construction of Plant
and Plant Scherer Unit Nos. 3 and 4, as well as the
prudence of the Company’s load forecast and generation
expansion plans. Certain fuel-related matters are also be-
ing examined, including the Company’s coal procure-
ment policies and practices, its docision to burn low-
sulfur coal at Plent Scherer rather than install flue-gas
desulfurization equipment and certain aspects of the
Company’s operation of Plant Scherer Unit Nos. 1and 2,
as we'l as the cracking and subsequent replacement of
the recirculation system piping at Plant Hatch Unat No. 2,
an operating nuclear facility

Manageme:t believes that the Company’s construc-
tion and other costs have been prudently incurred.
However, similar studies of other utilities” construction
programs, including all such studies performed by OKA,
have recommended exclusions of significant amounis
from rate base and cost recovery. Any costs said to have
been imprudently incurred by the Lo, any may be ex-
cluded from rate base and cost recovery i 'nder present
accounting rules, such exclusion would not require a
write-down of the plant cost if the Company sustains an
earnings capacity rei-ted to the plant that justifies carry-
ing the plant at its full cost. However, the Financial
Accounting Standards Board has proposed a change in
the accounting for rate regulated enterprises that would
require immediate write-off of such excluded costs.

A study released in December 1985 by a consulting
firm commussioned by the Consumers’ Utility Counse! of
the State of Georgia has concluded that cancellation of
Plant Vogtle will substantial savings to ratepayers

believes that the methodology and as-
used in this study are wrong and, as such, the
conclusions of the study are without menit.

Financing. The Company’s gross property additions are
expected to be financed from the issuance of preferred
stock and long-term debt, the receipt of common equity
contributions from The Southern Company and internal
sources. Should the Company be unable to obtain funds
from such methods of financing, the Company would
use short-term indebtedness or other alternative and
possibly costlier means of financing or it could become
necessary to cancel or delay certain construction projects

A delay could result n significant additional construc-
tion costs In the v 'nt of cancellation of any project, there
is no assurance th. ! the Company would be able to re-
cover the costs assoc.ated with such project.

During 1985 the Company issued $550 million in
long-term pollution control obligations and $150 million
in preferred stock. As of December 31, 1985, the Com-

' had revolving credit agreements aggregating $1.565
billion with 11 banks. The agreements are effective until
December 31, 1990. During the term of these agreements,
the Company may convert short-term borrowings into
term loans Such term loans would be payable in 12 equal
quarterly installments during the years 1991 through
1993, or at an earlier date at the Company’s option. Such
term loans would be subject to authorization from the
GPSC and the SEC. Additionally, the Company has $120
million in other lines of credit subject to annual renewal

In connection with the credit agreements and the
Lines of credit, the Company has agreed to pay certain
fees and ‘or maintain co pcisating balances with the
banks. These balances are not legally restricted as to
withdrawal by the Company. Average co fensaung bal-
ances during 1985 were approximately $9.2 million and at
December 31, 1985, were approxamately $2 8 million.

The Gi'SC's May 16, 1985 order authorizing the Com-
pany’s 1985 financings provides that “no portion of the
approved securities or any monies associated with these
securities be allowed for ratemaking purposes until such
time as there has been a thorough study of the prudence
of (the Company’s) construction programs which have
been used to justity the need tor these secunties” The
order further states the Company “is placed on notice
that the (CPSC) will scrutinize closely any future financ-
ing applicatiun, especially one based on increased pro-
jected costs t; “omplete Plant Vogtle. . to ensure that (the
Company) has sought sources of financing other than
(GPSC) approved secunties” The GPSC's 1985 financing
order also concludes that compietion of the Rocky Moun-
tain pumped storage project is aot economically justifi-
able and reasonable and withholds authorization for the
Company to spend funds frc =1 the approved secunties
issuances on that project

In its pending GPSC financing application, the Com-
pany requosts authonzation (o issue up to $550 million in
first mortgage bonds or pollution control obligations and
up to $100 million in preterred stock through March 1987
The apphcation also seeks permission to borrow up to $1
billion in term loans from the banks participating in the
revolving credit agreements. The amount of term loan
authority available to the Company will subsequently be
reduced by the net cash proceeds realized from the sale of
first mortgage bonds or poliution control obligations,
preferred stock, or capital contributions from its parent,
The Southern Company. A hearing was held in January
1986. The Company is currently preparing, at the request
of the GPSC, additional economic justitication of the
Company’s construction program. Hearings are scheduled
to resume in late March,

In view of these cumulative developments occurring
in 1985, the final outcome ! the regulatory process related
to Plant Vogtle currently cannot be determined.

contir.ued



Facility Sales. The Company has sold undivided interests
in Plants Hatch, Wansley. Scherer and Vogtle in varyiig
amounts, with transmussion facilities, to
*Corporation (An Electnic Membership
Generation & Transmis: iion Corporation) (OPC), the
Municipal Electric Authority of Geongia, a public corpora-
tion and an instrumentality of the State of Georgia
(MEAQG) and the City of Dalton, Georgia. These sales re-

sulted in a gain, after income taxes, of $21,250.000 in 1984

There were no such sales in 1985 or 1983 The gain in 1984
resuited primarily from the sale of a 5% additcnai un-
divided interest in Plant Vogtle to MEAG. The “ompany
has also sold a 25% interest in Plant Scherer Unit No. 3 to
Gulf Fower Company, an affiliate.

Joint Ownership Agreements. At December 31, 1985
the Company’s percentage ownership and investment,
exclusive of nuclear fuel, in these jointly owned facili-
ties were as follows (dollars in thousands):

Percent

Total Constructior
Megawatt  Company Plant Work in
Type ~apacity Ownership® inService  Progress
Mant Hasch
Nuciear 1.630 S0.1% $630 926 $ 61102
Plant Wanslev
Coal 1.7 535 288 939 R
Plant Scherer—
Unit Nos_ 1
and2 Coal 153 54 82 358 %3
UnitNo. 3
, Coal KI5 75.0 35%6.211
Facilities
Common to
All Units - 235 68 325 9619
Faalities
Common to
Unit Nos
Jand 4 875 33,762
Plant Vogtle
Nuciear 2.3 57 15,733 2.4%5.310

*joint Owners are OPC, MEAG and the City of Dalton except tor
Plant Scherer Unit No 3, and faclities common to Unit Nos 3and 4
of which Gulf Power Company. an affiliate. owns interests of 25%
and 12 5%, respectively

The Company has contracted to complete those
jointly owned units under construction and to operate
and maintain the units as agent for the joint owners. Each
participant provides its own construction financing. The
Company would have to obtain additional financing in
the event of a participant being unable to obtain sufficent
financing. The Coinpany includes its preportionate share
of plant operating expenses in the corresponding operat-
ing expenses in the Statements of Income
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In connection with these sales, the Company has
entered into agreements whereby the Company 1s re-
quired to purchase declining fractions of OPC'’s and
MEAG's capacity and energy of the respective generat-
ing units during periods of up to ten vears following
commercial operation (and with regard to a portion of a
5% interest in Plant Vogtle owned by MEAG, until the
later of the retirement of the plant or the latest stated
maturity date of MEAG's bonds issued to finance such
ownership interest), with the payments for such capa-
city made whether or not any capacity is available. The
energy cost of such purchases is a tunction of each
entity’s vanable operating costs. The cost of such
capacity and energy is included in purchased and inter-
changed power in the Company’s Statements of In-

come. The capacity payments totaled $187,131,000,
$211,352,000 and $115.737000 in 1985, 1984 and 1983,
respectively. The curi nt projected capacity payments
for the next five vears are as follows: $148 million in
1986; $372 million in 1987; $528 million in 1988; $546
million in 1989, and $459 million in 1990. The increase in
capacity payments in 1987 through 1990 reflects the ad-
ditional buybacks from the scheduled commeraial
operation of Plant Vogtle Unit Nos. 1and 2.

The Company and an atfiliate, Alabama Power
Company, own equally all of the outstanding capital
stock of Southern Electric Generating Company
(SEGCO), which owns electric generating units with a
tota! rated capacity of 1.019,680 kilowatts, together with
associated transmission facilities. The capacity of the
units has been sold equally to the Company and Ala-
bama Power Company under a contract expinng in 1994
which, in substance, requires payments sufticient to
provide for the operating expenses, taxes and debt serv-
ice, including return on investment, whether or not
SEGCO has any capacity and energy available. The
Company’s share of such amouns totaled $93, 908,000
$R2, 570,000 and $80, 704,000 in 1985, 1984 and 1983, respec-
tively, and these amounts are included in purchased and
interchanged power in the Statements of Income. At De-
cember 31, 1985, the capitalization of SEGCO consisted of
$33,892,000 of equity and $50467.000 of long-term debt on
whuch the annual interest requirement is $4.062,000.

Off-System Sales Agreements. The Company and its
three affiliated operating companies of the South: *n
electric system have entered into several long-term
agreements for the sale of capacity and energy to other
utilities. Some of these agreements are non firm and
are based on capacity of the system in general. Others
are firm and are specific to certain generating units
Since the energy is generally sold at cost under these
agreements, it 1s the capacity revenues that primarily
impact the Company’s profitability. Off-system capacity
revenues have been as f-llows (in thousands):
Long Term Non-Firm

Year L nat Power Sales

19682 & $ 41.83]
I 92 (e 41070
1mg 112.352 o Y72
1985 229,647 68 297



Long-term power is being sold to Flonda Power &
Light Company, Jacksonville Electric Authority, Flonda
Power Corporation and Mississippi Power & Light Com-
pany under contracts that expire in 1986 Similar contracts
with Guif States Utilities Company (Gulf States) and the
City of Tallahassee, Florida, expire in 1992,

Unit from Plant Scherer is sold to Flor-
ida Power & Light Company, Jacksonvilie ic Author-
ity and Gulf States. These agreements average 952 mega-
watts for 1986. They reach a maximum of 1,946 megawatts
in mid-1989, decline gradually thereatter, and expire

ination or suspension of capacity sales and purchases
under its unit power sales agreement. That agreement
provides for the purchase by Gulf States of approx'mately
190 atts of the Company’s capucity during 1986,
nising to a peak of 439 megawatts in 1989, declining there-
after and ending in May 1992. In making its request, Gulf
States indicated that the electric requirements for its cus-
tomers are below forecasted levels. During 1985, Gulf

mgchmdappnmnutel\ 185 megawatts of capac-
the t pmndmgmnuesofappnm

of $25 lmlhon) The Company intends to discu.s this
matter with Gulf States, the outcome o which cannot
now be determined.

Capacity and energy sales under unit power and
other long-term power contracts with Flonida Power &
Light Company provided revenues of »4(7.302,000 in
1985. These revenues accounted for 11.8% of the Com-

pany’s total 1985 operating revenues.

Note
5.

A detail of the federal and state it Oine tax provisions
is set forth as follows (in thousands):

Income Taxes:

1904

1953

™ stal provision for income taxes :
i deral—

Currently pavable . $ 75,848 § B1L700 § 6,089
Jeferred - Current vear 153,651 209304 195215
—Reversal of prior years  (65,681) (82, 114)  (67,366)
© ferred investment tax credits 115,14 61252 83,266
281,962 "7” @2 2 184
State—
Currently payable 2,171 15,14 13.647
Deferred —Current year 24916 29182 24807
—Reversal of prior years B,784) (11.106)  (9,145)
38,303 36,190 298
Total 320,265 306337 246493
Less—
Income taxes charged to other
income 9,114 37 67_’3 - 14,928
Federal and state incomie *a
charged to operations ”ll 151 $168, 654 iZ'll 565

Deferred income taxes result from the Company’s
use of accelerated methods of depreciation and other
write-offs of property costs, as provided for by the in-
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come tax laws, being currently greater than the book de-
preciation of such costs. Other deterred income taxes are
provided for certain costs or revenues that are recog-
nized for income tax purposes in different periods than
tor book purposes. Income taxes deferred in prior years
are reversed (credited to income) when the book depre-
ciation of Kmpeny costs exceeds the related tax deduc-
tions or when other timing differences reverse. The pro-
vision for income taxes currently payable includes the
tax etfects of reversals of prior vears’ timing differences
tor which deterred income taxes were not provided. At
December 31, 1985, the remaining balance of such tim-
ing differences was ap proximately $132 mullion for
which deferred income taxes of approximately $65 mil-
lion have not been provided.

The total provision for federal income tax as a per-
cent of income before income tax amounted to 37 5%,
36.1% , and 376% for 1985, 1984 and 1983, respectively.
The difference between the 1985 1984 and 1982 rates and
the tederal statutory rate of 46% was due primarily to the
exclusion from taxable income of the allowance for
equity funds used during construction (12.5% in 1985,
10.0% in 1984 and 8.6% in 1983).

Note
6.

Common Stock Dividend Restrictions. The Company’s
first mortgage bond indenture contains vanous common
stock dividend restrictions which remain in effect so long
as the bonds are outstanding. At December 31, 1985,
$273,575,000 of retained earnings was restricted against
the payment of cash dividends on common stock under
terms of the mortgage indenture. The terms of the sink-
ing funds for the Company’s presently outstanding $2.75
and $376 Class A Preferred Stock prohibit the payment of
cash dividends on common stock during a default in the
pertormance of the sinking fund obligations. No such
default has occurred

The Company’s charter limits cash dividends on
common stock to 75% of net income available for such
stock during a prior period of twelve months if, calcu-
lated on a corporate basis, the ratio of common stock
equity to total ca ion, including retained earmings,
adjusted to reflect the payment ot the proposed divi-
dend, is below 25% and to 50% f such net income if such
ratio is less than 20%. At December 31, 1985, the ratio was
39%

Cumulative Preferred Stock Subject to

Redemption. The $275 Class A Preferred Stock has a
cumulative sinking fund provision requiring the redemp-
tion of 150,000 shares annually through 1999 at the stated
value of $2500 per share. The Company has the option to
purchase and cancel the required number of shares an-
nually. The gains on such reacquisitions amounted to
$16,000, $160,000 and $61,000 for the years 1985, 1984 and
1983, respectively, and are included with premium on pre-
ferred stock in the Company’s Statements of Capitaliza-
tion.

Capitalization:

contimued



The Company issued 3000000 shares of $376 Class
A Preferred Stock in 1981. On or before June 1, 1986, and
annually through 2005, a total of 150,000 shares must be
redeemed through the 1on of a cumulative sinking
fund at the stated value of $25.00 per share. The Com-
pany has the option to purchase and cancel the required
number of shares annuallv.
Adjustable Rate Preferred Stock. The Company has
issued three series of Adjustable Rate Preferred Stock,
each cou - sisting of 2.000.000 shares with a stated value of
$25 per hare. The dividend rate for each 1ssue, deter-
mined 1 the month prior to each dividend period, 1s the
highest of the Treasury Bill Rate. the Ten Year Constant
Maturity Rate, and the Twenty Year Constant Maturity
Rate (each as defined); minus a factor as indicated below
tor each issue. However, the applicable rate tor each ssue
shall fall within the minimum and maxirum rates indi-
cated below:

R ..

Dec 1984 Qot 195 Dec. 1985
Rate reduchion factor 5% 1. 25% Ry,
Minimum rate 550% 6.25% 6. 25%
Maxmum rate W% 12 75% 12.75%

Rate for 4th Qtr 1985 0 55% 953%"* G A%
Rate tor 1st Qtr 198 9 72% 8 T2% 91™%

*Inttial rates

Other Long-Term Debt. Details of other long-term debt
are as follows (in thousands):

Obligations incurred in connection with the sale
by public authonities of tax-
exempt pollution control and rdustnal

revenue bonds—

5.95% to 13.75% due 202 to 2012 $ 417,500 41T 50

11.625% to 12.25% due 2014 540,000 40 (W
10.125% to 10 6% due 2015 ssoaw -

1567500 7 SN
Less funds on deposit with trustee 813863 365 K25
1,092,637 591475

Capitahized lease obligations—

Rail cars 11,356 13607
Corporate head juarters building 95,341 9257
Other office bulldings 348 0 9Rs
Mo 1117

Miscellaneous 6% note payable —
due through 19%6 315 1099

$1,203,065 $72 46

]

The Company has authenticate(, and delivered to
trustees a~ aggregate of $382,500,000 Hf its first mortgage
bonds which are pledged as security for its obligations
under pollution control and industnal development con-
tracts. No interest on these first mortgage bonds is

pavable unless and until a default occurs on the install-

ment purchase or loan agreements. An aggregate of $1.125

billion of the authonties’ bonds are securea vy a subordi-
nated interest in specific property of the Company.

Assets acquired under capital leases are recorded in
the Company’s Balance Sheets as utility plant in service
and the related obligation is classified as other long-term
debt. The net book value of assets acquired under capital-
1zed leases was $106.877.000 and $106875,000 at December
31, 1985 and 1984, respectively. At Decemiber 31, 1985, the
composite interest rate tor the leased rail cars was 9.54%,
the int_rest rate tor the corporate headquarters lease was
8.23% and the composite interest rate for the other leased
buildings was 544%.

The current portion of other long-term debt for eah
year through 199015 as follows: $2.836,000 in 1986,
$2,198.000 in 1987, $2,798,000 in 1988, $3,039,000 in 1989;
and $3,164,000 in 19

The lease agreement for the corporate headquarters
building piv vides for payments which are minimal in
early vears and escaiate through the first 20 years of the
lease. Through October 1986, for the first six years of the
lease. the payments are not sutficient to cover the interest
requirements. The accrued interest in excess of the lease
pavments 1s included in the lease obligation. Beginning
in the vear 2009 the aggregate lease payments will be suf-
ficient to con er the accrued interest and begin to reduce
the capitalized lease obligation. For ratemaking purposes,
the GPSC has treated the lease as an operating lease and
has allowed only the lease pavments in cost of service.
The difference between the accrued expense and the
lease payments allowed for ratemaking purposes is being
deferred as a cost to be re covered in the future as ordered
by the GPSC. At December 31, 1985 and 1984, the
amounts deferred and included in plant in service in the
Balance Sheets are $34,650,000 and $30, 145,000,
respectively

Long-Term Debt Due Within One Year. The current por-
tion of the Company’s long-term debt is as follows (in
thousands):

- Cees e
Htmd improvement (sinking) tund
requirement $28.677 $35.352
Less
Portion to be satistied by pledging
property additions - 24,602
Bonds reacquired toward requirement - 500G
Remairing current cash requirement 677 5.750
11%% senes sinking tund requirement 5,000 5,000
Less bonds reacquired toward
rogquirement 284 5.000
Remaining current cash requirement 4.716
First mortgage bond maturites 12,000 11,985
Current portion of ather long -term debt 2,83 3,586

Toral !".m $21.324

I'he indenture’s first mortgage bond improvement (sink-
ing) fund requirement amounts to 1% of each outstand-
ing series of bonds authenticated under the indenture

prior to January 1 of cach year, other than those securing




pollution contro! obligations. It must be satisfied by June 1
of each year by iting cash or reacquiring bonds,
or by pledging additional property equal to one and two

thirds times the requirement. The 1986 requirement was
met in January 1986 by depositing cash subsequently
used to reacquire bonds. A separate sinking fund re-
quiremnent ot $5 million per vear exists specifically for the
11%% bonds. Satisfaction of this requirement can, at
the C y'soption, also be applied toward satis-
faction of the bond improvement fund requirement. The
gains on reacquisitions of debt to satisfy sinking fund

i are included in miscellaneous deterred
credits in the balance sheets and are being amortized
over the remaining life of the original issue.
Assets Subject to Lien. The Company's mortgage Jated
as of March 1, 1941, as amended and supplemented,
securing the first mortgage bonds issued by the Com-
pany, constit.ites a direct lien on substantially all of the
Company’s fixed property and franchises.

Pollution Control Bond ion Notes Payable.
During 1984 and 1985, the Company incurred obliga-
tions in connection with the sales by public authorities
of tax-exempt, short-term Pollution Control Bond
Anticipation Notes to vanous banks as follows (in
thousands):

1985 1984
Amount outstanding January 1 $469.000
Notes ssued 36,400 395 (00
Notes retired or refunded with
long-term debt _4469,000) (126 (000)
Amount outstanding at Decemnber 31 (due
December 26, 1986) 36,400 R ALLY
Less funds on deposit with trustee ...
$ 36,400 S1M Ve

M; Fuel Commitments:

To supply a portion of the fuel requirements of its gen-
erating plants, the Company has entered into various
long-term commitments for the procurement ot fossil
and nuclear fuel. In most cases, such contracts contain
rmvisions for price escalations, minimum production
evels and other financial commitments. Additional
commitments for coal and for nuclear fuels will be re-
quired in the future to supply the Company’s fuel
needs.

Note
8

Under the Price-Anderson Act, the Company maintains
agreements of indemnity with the Nuclear Regulatory
Commission which, together with private insurance,
cover third-party liability arising from any nuclear inci-
dent occurring at the Company’s nuclear power plant
The Ac' limits public liability claims that could arise from
a m?c nuclear incident to $650 000,000. Each reactor at
tr> Company’s nuclear plant is insured against this lia-

Nuclear Insurance:
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bility to a maximum of $160,000,000 by private insurance
(the maximum amount presently availa'le) and the re-
maining coverage is provided by a mandatory program of
deterred premiums which would be assessed, atter a
nuclear incident, against all owners of nuclear reactors. A
company could be assessed up to $5,000,000 per incident
tor each hicensed reactor operated by it but not more than
$10.000.00C per reactor to be paid in a calendar vear. On
the basis of its ownership interest in the two nuclear
reactors now in service, the Company could be assessed
a maximum of $5,010,000 tor any inadent, but not more
than $10,020.000 to be paid in anv one vear.

The Company 1s a member of Nudear Mutual Limited
(NML). a mutual insurer established to provide pruxem
damage insurance in an amouri up to $300000,000 for
members’ nuckear generating facilities. The Company is sub-
ject to a retrospective premium adjustment in the event that
losses exceed accumulated funds. The Company’s maxi-
mur assessment is limited to $ 2600000 for the current
policy year.

Additionally, the Company has policies that provide
coverage up to 5635000000 for losses in excess of the
$500000.000 NML coverage. This excess insurance is pro-
vided by Nuclear Electric Insurance Limited (NEIL), a
mutual insurance company and American Nuc ‘ear
Insurers Mutual Atomic Energy Liability Underwriters
and covers both decontamination and debnis removal and
excess property damage NEIL also covers the extra costs
which would be incurred in obtaining replacement
power during a prolonged acaidental outage of a mem-
ber's nuclear plant. Members are insured against the in-
creased costs of replacement power up to $3.000,000 per
unit per week (starting 26 weeks after the outage) for one
vear and up to $1,500,000 per unit per week for the
second year. Under each of the NEIL policies, the Com-
pany is subject to retroactive assessments if losses exceed
the accumulated funds avalable to the insurer und'er that
policy. The present maximum assessments for the Con. -
pany for the current policy year would be appioximately
470000 under the property damage policy and $5400000
under the replacement power policy.

Note
9.

Summarized quarts rly financial information for 1985
and 1984 1s as follows (in thousands)

Quarterly Financial Data (Unaudited):

First  Second Third  fourth
~ Quarter  Quarter  Quarter  Quarter
1985
Operaling revenues $816 271 S8e1 167 $95: 360 SRI0. 500
Operating income 132,173 138 886 162,165 108597
Net income after dividends
on prefers d stock 12247 122,295 155504 103,671
1984
Operating revenues $742.102 S$773,798 $H84.285 $732 695
Operating income 105083 115917 159,702 114275
Net income after dividends
on preferred stock 102, 800 88,779 1779 92 41
contmued
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Auditors” Report

To the Board of Directors of
Georgua Power Company:

We have examined the balance sheets and statements
of capitalization of Georgia Power Company (a Geor-
gia corporation) as of Decembur 31, 1985 and 1984, and
the reiated statements of income, earnings retained in
the business, other paid-in capital and sources ot funds
for gross property additions for each of the three vears
in che period ended December 31, 1985 Our examina-
tions were made in accordance with generally accepted
auditing standards and. accordingly. included such tests
of the accounting records and such orner auditing pro-
cedures as we considered necessary in the circumstances
As more fully discussed in Note 3 to the financial
statements, uncertainties exist with respect to the full
recoverability of the Company’s investments in the Plant
Vogtle nuclear facility and the Rocky Mountain hydro-
electric project. The outcome of the uncertainties related
to Plant Vogtle cannot be determined until the related
regulatory process is concluded. Resolution of the un-

certainty on the Rocky Mountain project depends upon
the extension of the Company’s Federal Energy Regula-
tory Commission license or other assurance that the
project’s costs can be recovered.

In our opinion, subject to the effect on the 1985
tinancial statements of such adjastments. if any, as
might have been required had the outcome of the mat-
ters discussed in the precedirg paragraph been known,
the financial statements referred to above present fairly
the financial position of Georgia Power Company as of
December 31, 1985 and 1984, and the results of its opcra-
tions and the sources of funds for gross property add-
tions for the periods stated, in conformity with gener-
ally accepted accounting principles applied on a con-
sistent basis

ARTHUR ANDERSEN & CO
Atlanta, Georgua
February 7 1986

Report of Management

The management oi Georgia Power Company has pre-
pared this report and is responsible for the financial
statements and related information. These statements
were prepared in accordance with generally accepted ac-
counting prirciples appropriate in the circumstances,
and necessarily include amounts that are based on the
best estimates and judg ments of management. Finan-
cial information throughout this annual report is con-
sistent with the financial statements

The Company maintains a system of internal ac-
counting controls to provide reasonable assurance that
assets are safeguarded and that the books and record-
reflect only authorized transactions of the Company
Limitations exist in any syctem of internal control based
upon the recognition that the cost of the system should
not exceed its benefits. The Company believes that its
systemn of internal accounting control, together with the
internal auditing function, maintains an appropriate
cost 'benefit relationshi

The Company’s in ependent public accountants
(Arthur Andersen & Co.) provide an objective assess-
ment of how well management meets its responsibility
for fair financial reporting. Arthur Andersen & Co.
regularly reviews the system of internal accounting

controls and performs such tests and other procedures
as deemed necessary to reach and express an opinion
on the fairness of the financial statements

The Audit Commuttee of the Board of Directors,
which is composed of four outside directors, provides
a broad overview of management’s financial reporting
and control functions. At least three times a year this
coinmittee meets with management, the internal audi-
tors, and the independent public accountants to en-
sure that these groups are tulfilling their obligations
and to discuss auditing, internal control, and financial
reporting matters. The internal auditors and indepen-
dent public accountants have access to the members of
the Audit Committee at any time.

Management believes that its policies and pro-
cedures provide reasonable assurance that the Com-
pany’s operations are conducted with a high standard
of business ethics. In management’s opinion, the
financial statements present fairly the financial posi-
tion, results of operations, and sources of funds for
gross property additions of Georgia Power Company
subject to the resolution of the uncertainties regarding
full recovery of the Company’s investment in the Rocky
Mountain and Plant Vogtle construction projects
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