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Ohjectives

4 Alabama Power Analysis
< Forecasts, Projections and Recommendations
- Economic Environment

- Macro Impact - Alabama Power and Electric
Power Industry
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Alapama Power:

1 78,000 miles of power lines
1 Customers throughout 44,500 square miles

< Uses coal, hydro, natural gas and nuclear
sources

1 81 electric generating plants located at 24
facilities in Alabama



Analysis

Vicior McCresa



[Descrplion o lnausty

Cooperative Utilities
6% Publicly Owned

Utilities
Federally

8%
' Cwned

and Non-Utility

Utilities
13% Estimeted HghVaitage
Power Producers TasnisinL et

Imvestor-Onned 199,924
Publicly Owned 21,960

4 Federal, Local Cenpertve 16,006
- Feckrally Owned 35,675
and State Investor-Owned Tetd 273564

Utilities

Regulators 3%




[Descrplion o lnausty

Coal
50.1%

Other Renewables
2.3%

U.S. Electric Power Industry Net Generation, 2002

MNuclear
20.2%

Tolal = 3,858 Billion KWh
Eleciric tHility Manks = 86.1%
Independent Power

Praducers & Combined

Heat and Power Manis = 33.9%

6.6%

Petroleum
2.5%

Matural Gas
17.9%

Hydroelectric

Other Gases

<1%




letall Annual Electicity
Generaion

400 0D
Total Revrenmue From
Sales in Millions of
Dollars
——
30000 e
___,._.-f'rf ./"’_'f
f/‘-f -F..'r’__...f
2 000 ] —
" Total Installed Capacity L "~
[Manmeplate) in Hundreds / ﬁ_/“—’j
Of Megawatts //
1.000 _,;"f ,rf
i I
s ——
1
=00 I ‘f’.___,_.-""
[
—— |
f"_.«f Energy Sales in Billions
200 ] =y Oof Hilowvatthows
10 o~
__,_,_,-j = Generation in Billions
of Hilowvatthowrs
o ] ] ] |
1]
1932 1936 1940 1944 1948 1952 1956 196D 1964 1968 1976 1980

TE AR



Miarket Structure

“Monopolistically Competitive
-Local Monopolies

-None Control Major Portion of
Market



This map shows the division of
the three main power grids in
the contiguous Linited States
and the raughly 140 Contral
Area Operators that balance
the amount of power generated
and consumed. Lnlike fuels
such as coal or gas, electricity
5 hard to store. [tis generated
asitis used. These computer-
ized centers dispatch genera-
tors a5 needed to maintain the
halance.

The grid systems in Hawail
and Alaska are much different
and not connected to the grids
in the lower 43 states.

Intercannection

Eastern

Texas Interconnection Intercannection

SOURCES: DISTRIEUTED EMERGY RESOQURCES, MERC, EMERGY INFORMATION ADMIMISTRATION, OFFICE OF COAL, MUCLERFR, ELECTRIC
AMDO ALTERMATE FUELE. EARSED OM DATA COMTARIMED IM FROM ElR-2&1, "ARNMUAL ELECTRIC UTILITY REFORT!



Maket Stiticture (continued)

1 Barriers to Entry
-Large Capital Costs
-Fuel Costs
-Competition



Size of Electinc Power Industry
Relatve e [Econemy.

-lmportance to Economy
-One of the Largest Sectors in the U.S.

1 Surpasses Telecommunications, Airline and
Gas Industry



Demand Eactors

Industrial Customers

1 Alternative Energy Sources — Influences Demand
and Sales Growth

4 Emissions — Ozone and NOx Restrictions Limits
Construction and Operation



Production and Cost Issues

4 Fuel Costs — Fossil Costs Tripled in Past 2 Years
=Coal and Coke Supply Shortages
=Sudden Rise in Costs of Natural Gas

4 Nuclear
sLow Fuel (Uranium) Costs/Competitive Operating Costs
simproved Plant Safety and Reliability



Production and Cost
ISSUES (Continued)

4 Aging of Existing Plants

< Population Growth



Non-Economic Eactors

- Deregulated Markets



Brerncdan Flanve



Demand Eactors

1st Qtr 2n

4 Strength of business and economic conditions in
service area, i.e. auto industry growth

rd Qtr 4th Qtr

-1 Price Elasticity of Demand



Demand Eactors

(Continued)

- New energy contracts with neighboring
utilities

4 Competition



Production and
Costissues

non-aimiiates totalec
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Production and Cost
|SSUES (Continued)

have less purchasing power

- Plant maintenance and operations
-LTSAs with GE

- Environmental compliance



Viarket Power

- 80% retail and 20% wholesale
4 Alabama PSC sets retail prices

4 Highly Reliable Service Provider
- 99.97% service availability in 2003



ep 5 Alakama Ulilities Ranked
Py RetallfSales in 2002

1.

2

5. City of Huntsville A, 729,

2L, Decatur Utilities 1,440,271
5. City of Florence 1,168,312

Note: Figures are in kilowatt-hours (millions)

ALABAMA POWER provides 62.7% of
all the electricity in the state of Alabama!



Who are
Alabama Power's, customers?

4 Commercial 13,452,000

2 Other Retail 203,000
Wholesale

- Non-affiliates 17,086,000

1 Affiliates 9,422,000

Note: 2003 sales in kilowatt-hours (millions)



SliiategIes

- Economic and Community Development
4 Build new plants to reduce purchased power costs

JBrand Marketing via Alabama Power Foundation



satisfaction industry leader

4 Maintain a stable regulatory environment

1 Contain costs while growing energy sales and
recover costs related to growing demand and

environmental standards



and Recommendations

Magca Rarnos




Electriciy Demanadl Eorecast
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Industrial sector will experience the
highest demand increase rates



Electrciy Price Projections

Electricity Price, 1970-2025
(2003 cents per kilowatthour)
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ElectricIty. DY,
=luel Eorecast

Figure 5. Electricity generation by fuel, 1970-2025
(billion Rilowatthowurs)

History
Electricity demand
5,467

Supply of coal and natural gas based
electricity will experience the fastest

growth due to government incentives



Alaamars Price
Reguiation Stails

Alabama currently regulates market
prices and a change in this policy is
not foreseeable in the near future



Cimited Profit Growin
Recommendations e Alabama PeWer

(Guerereauiaiien)

1 Attract more strategic customers to the region

- Focus marketing and infrastructure strategies
on high growth potential customers

1 Value-added product development



Alapama Power
Business Outlook Data Profile

of Commerce to attract large corporations

4 Transmission grid ownership allows revenue
from ancillary services



Alapama Power
Business Outlook Data Profile

growth in metal, chemical and paper sectors

1 Retall sales are projected to grow about 1.7%
on average during 2005 through 2009



Environment

Jonn Blacrwelder



Real GDP Percent Change
iemrPrecedineYea




National Employment Level

Not Seasonally Adjusted

(in thousands)
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National Unemployment Level

Not Seasonally Adjusted
(in thousands)
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Projection of the Total
Population of Alabama
1995-2025




Alabama Employment Level

Not Seasonally Adjusted
All Employees
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Alabama Unemployment Level

Not Seasonally Adjusted
16 years and over
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National Electrical Power
Generation Employment Level

Not Seasonally Adjusted
All Employees
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Alabama Electric Power Generation,
Transmission and Distribution

Employment Level

Not Seasonally Adjusted
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Anpualtiniiaton Rate

Annual Inflation Rate
@ 2005 ‘Fivancial ‘Trend Forecaster

www. InflabhonData. coin
Prepared By Timothy Mchdahon
Updated 22505

Annual Inflation Rate

3 Year Trend is up
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Interest Rate Averages
1996 — 2004

(Not Seasonally Adjusted)
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Interest Rate 4
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Source: Federal Reserye




PPI Electricity
1996 — 2004

(Not Seasonally Adjusted)
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PPl Finished Energy Goods
2000 — 2004

(Not Seasonally Adjusted)
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Firm and Industry
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ECONOMY
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Economic Models

THE WORLD
ECONOMY




Viache Impact — Gloenal

Mulu-Coeunuy, Linkage Moedel

Trade linkage modeal
Input: import volume, export prices
Cutput: Export volume, import prices

The price of crude woil,
the GOP in the rest
of the waorld, etc.

USs. Thai Indian
maodel s maoadal mecd &l

External variables (population,
JdF= -<ternal variabhles governmant expendituras,
mianey supphy, etc.)

The Multi-ountry Linkage Model [MWICLM]

R

Caantrol Resaorch Irefule of
Ebecrhic Power Inchostry

Central Research Institute of Electric Power Industry



Viache Impact — Gloenal

WorldiERrergy Prces Viedel (WEP2001)
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The World Energy FPrices Model [WYERF 201011 ]
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Caanral Resaorch Irefhule of
Elechic Power Inchuelry

Central Research Institute of Electric Power Industry



Models — Glonall EConemy.

- WEP2001 - calculate primary energy and
electricity prices from the demand and supply
balance.



Viache Impact — Glohal

15 (Rate of change ")
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The effects of a 50% rise in the price of crude ol
R_.

—_—  Central Research Institute of Electric Power Industry
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Elechic Power Inchuelry



Viache Impact — Glohal

- (Rate of change in GOP %)

mJapan
1.0
g China
0.5
oo B __
| = B
-0.5
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Japan
LS.
China
Korea
Taiwan
singapore
Thailand

The effect on GDF of a 10% devaluation of
the Japanese yen and Chinese yuan

”

Caantral Resaorch Irefhule of
Ebechic Power Inchostry

Central Research Institute of Electric Power Industry



Economic Models -
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Macho Impact — Inausti

Figure 9. Electricity Market Module Structure
/ Exogenoyss __,-r"’
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Viachoe limpact = Elam

ALABAMA
POWER

4 SOUTHERN COMPANY




Mache Impact - Eiim

< Price — Increase in coal prices fueled by rapid economic
growth in China

- Inflation — creates an economic loss since income tax laws
are based on historical costs and company is recovering its
cost of investments in dollars that have less purchasing
power.



Conclusion

- From Brand image to

60000 w4 

Blackout R S
- From China to 2o

Coal prices |
-+ From Demand to Foner EESC g oop - st

Deregulation




Q&A

4 Guru Prakash Thapathi
4 John Blackwelder

- Magda Ramos

- Victor McCree







	Electric Power Industry



