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Southern Company Retiree Benefit Costs 
2012 to 2021 ASC 715-30/60 Cost Projection Parameters - DRAFT 

Ten-year projections of Southern’s tax-qualified pension, nonqualified pensions (SERP/SRP/contracts 
and COSBs), retiree medical, and retiree life plans' ASC 715-30/60 costs by company have been 
completed. The most important projection parameters are discussed below. These were selected by 
Southern Company via a collaborative process.  

1. Current Plan Populations—Based on 1/1/2010 data 

The projections relied on January 1, 2010 census data; counts of active tax-qualified pension 
participants as of 1/1/2010 appear below.  

Company 
Active 
Count 

 
Company 

Active
Count 

 Alabama (APC) 6,965   Services (SCS) 3,944

 Georgia (GPC) 8,769   Southern Nuclear (SNC) 3,382

 Gulf 1,359   Communications (COM) 356

 Mississippi (MPC) 1,318   Total 26,093

2. Population Projections — Stable active headcount with one exceptions 

The projections assume that the actuarial assumptions accurately anticipate what will happen to plan 
participants during the projection period.1 In addition, benefit obligations were roughly adjusted to 
reflect new hires replacing participants anticipated to retire/terminate. As a result, the projections 
approximately reflect a constant number of active plan participants at each company. This is the only 
exception to these general statements:   

– For SNC, the projection anticipates that new hires will exceed the number needed to replace 
employees leaving its work force. Using year-by-year counts supplied by SNC, the projections 
anticipate SNC’s active employee count increases to about 4,000 employees by the end of 2012. 

As with prior projections, the cost of retirement benefits owed to former SEI employees that Southern 
assumed when Mirant was spun-off have been separately projected and identified with the label 
“SoCo—SEI.”  

                                                      
1 Small losses were reflected each year in the projection for the supplemental pension and SERP to approximately reflect the 
leveraging of those plan benefits due to pay/benefit limits on qualified plan benefits. 
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3. Benefit Plan Changes — Only modest pension changes in 2012 and 2017 

The projections anticipate no changes in the benefit provisions reflected in the December 31, 2010 
measurement of Southern's retirement benefit obligations/assets/costs for accounting purposes 
except for modest pension improvements in 2012 and 2017. It has been Southern's practice to 
anticipate non-specific pension changes every five years in its cost projections to provide some 
allowance for the possibility of changes in pension benefits. The changes reflected in this projection 
are intended to reflect relatively minor changes like those that may be required for compliance 
purposes. The changes anticipate an increase in active employees' projected benefit obligations of 
very roughly 5% as of the first day of the year of amendment. As done in prior years, the same size 
impact was reflected in qualified and nonqualified pension obligations.  

4. Assumptions for Future Measurements/Valuations — No changes 

The assumptions used for the December 31, 2010 accounting measurement date, and that will be 
used for the January 1, 2011 pension funding valuation, were the basis for projected ASC 715-30/60 
accounting costs and pension contribution requirements for each year in the projection period, with 
one exception. The discount rates used for future funding valuations are based on a 24-month 
average of rates on corporate bond yield curves. For projection purposes, we anticipated that the 
December 2010 spot rates remained unchanged throughout the projection period.  

As a reference, the discount rates used for all future ASC 715-30/60 accounting costs are as follows:  

– Tax-Qualified Pension: 5.55% 

– Nonqualified Pensions: 5.05% 

– Retire Medical: 5.35% 

– Retiree Life: 5.65% 

5. Plan Assets — Projected at expected returns 

The fair value of assets as of Southern's December 31, 2010 measurement date, including the market 
value adjustment made to pension and 401(h) values, were projected throughout the projection 
period and used for both funding and accounting purposes. The following sections describe what 
benefit payments and contributions were anticipated. Investment returns throughout the projection 
period were assumed to equal the long-term expected rates of return used to determine 2011 ASC 
715-30/60 costs (refer to the December 31, 2010 Assumption Guide for details on the expected rates 
of return). 

The retiree life projection reflects as an asset the MetLife reserve that is being used to provide the 
company and certain retirees a premium holiday. These assets will run down due to the payment 
holiday, which began during 2010 and is anticipated to end during 2011. 
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6. Benefit Payments — As anticipated payments 

Benefit payments were projected based on the census data and assumptions described earlier. 
Payments were assumed to be made based on current practices which are described below.  

– Tax-qualified Pension —The projections reflect all anticipated tax-qualified pension benefits being 
paid from pension trust assets.  

– Nonqualified Pensions — All nonqualified pension benefits were anticipated to be paid from the 
companies’ general assets.2  

– Retiree Medical/Life3  

 APC, GPC, GULF, and MPC: These companies were projected to pay gross 
premiums/benefits in excess of retiree contributions and RDS payments from Medicare from 
general assets each year. In addition, their VEBA and 401(h) accounts were projected to 
reimburse the companies for a portion of those payments in the following year based on the 
adopted approaches. See our last email communicating reimbursement amounts to Joe 
Dunn dated August 18, 2010.  

 Other companies: These companies were projected to pay gross premiums/benefits in 
excess of retiree contributions and RDS payments from Medicare from general assets each 
year.  

7. Contributions — Based on prior practice and minimum 

The company contributions reflected in the projections are described below. Please pay particular 
attention to the description of retiree medical and life contributions since they are the net of several 
amounts. 

– Tax-qualified Pension — No contributions to The Southern Company Pension Plan are 
anticipated during the projection period. These projections reflect the following: 

 PPA decisions that Southern has made to date, as reflected in the January 1, 2010 actuarial 
certification of funded status (“AFTAP”) sent to Southern on September 29, 2010.  

 A good faith interpretation of PPA where IRS guidance has not been provided.  

 Southern chooses to contribute no more than the minimum amount required as late as 
possible. Due to the rules related to contribution timing, that assumption means some 
contributions required for a year are reflected as being made in the following year. 
Importantly, the contribution amounts in the table of projected contributions are based on the 
year paid. 

 Note that the contribution requirements are determined on a total plan basis. Those 
contributions were allocated to the various companies using Southern’s selected method. 
Basically, the method determines a contribution allocation percentage for each company 

                                                      
2 These benefits were projected in aggregate for all plans. The allocations between the companies of current retiree benefits was 
based on anticipated 2010 benefits, which reflects transfers. Benefits for future retirees roughly adjusted to reflect changing 
allocations as more transferred participants retire.  

3 Note that retiree life premiums will be paid from MetLife reserves for a period starting in 2010 until those assets are exhausted. 
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based on its share of the total plan's ASC 715-30 service cost and deficit (measured using 
the market value of assets and projected benefit obligations for accounting purposes). A 
detailed explanation of the allocation method can be found in a communiqué sent to Jeff 
Horne dated June 22, 2009.  

– Nonqualified Pensions — The only funding projected for these benefits is the amount required to 
pay benefits each year. That is because these benefits are not pre-funded through a trust.  

– Retiree Medical/Life — The funding of these benefits varies by company.  

 APC: Due to APC's rate order, the projections anticipate that each year APC will essentially 
fund at least the amounts it collects via rates for these costs. For projection purposes, this 
amount collected via rates was set equal to the projected ASC 715-60 costs.4 Of this amount, 
contributions to APC's VEBA were assumed to equal the excess, if any, of the ASC 715-60 
costs over anticipated net premiums/claims paid in a year. The net premiums/claims paid in a 
year were projected to be equal to the projected gross premiums/claims paid for a year less 
the sum of retiree contributions, RDS payments from Medicare, and VEBA/401(h) 
reimbursements received in the year.  

 GPC: GPC's retiree medical/life funding policy is the same as APC's except contributions to 
its VEBAs are only required if they will be deductible in the year contributed. Due to the 2008 
asset losses, it was assumed that deduction limits would not impact GPC's VEBA contribution 
during the projection period.  

 GULF/MPC: These companies were assumed to pay for projected net premiums/claims. In 
addition, these companies were assumed to contribute to their VEBA's related to certain 
contracts. The annual contributions were assumed to be $0 for GULF and $7,705 for MPC, 
which are the amounts contributed in 2010. 

 Other companies: These companies were assumed to pay for projected net premiums/claims 
from general assets each year. These were assumed to equal projected gross 
premiums/claims less retiree contributions and RDS payments.  

The amounts shown in the table of projected contributions reflects the sum of net benefit 
payments for each year and anticipated contributions to the various VEBAs.  

8. Employee Transfers Between Companies — None anticipated after 2009 

The census data used reflects inter-company transfers through December 31, 2009. No additional 
transfers were anticipated. In particular, the transfer of about 300 employees to SCS from APC and 
GPC during early 2010 is not reflected in these results per Southern’s direction. Note that the 
transfers reflected tended to have a relatively minor impact on the individual companies’ costs. In 
general, the benefit obligations for employees who transfer follow them to their new companies. 
However, transferring employees’ nonqualified pension benefits are split between companies, so 
some of their benefit obligations remain with a company even after the employee transfers. In 
addition, tax-qualified pension assets also move between companies’ pension trust accounts to follow 
the transferring employees (based on a Southern-prescribed algorithm). If you want to discuss 
transfers in more detail, please call.  

                                                      
4 We believe that actual amounts collected via rates for retiree medical/life costs actually equals ASC 715-60 costs with various 
adjustments. Since Aon Hewitt cannot readily make nor project the various adjustments, the ASC 715-60 cost has been used for 
cost projection purposes.  
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9. Federal Retiree Drug Subsidy — With and without RDS results developed 

Attachments show retiree medical accounting accruals two ways—reflecting the impact of the 28% 
federal prescription drug subsidy and showing what those figures would have been ignoring tax-
advantaged RDS. Due to the health care reform legislation signed in March 2010, RDS will not be 
tax-advantaged after 2012. So, the tax accounting costs are anticipated to be the same as ASC 715-
60 costs beginning in 2013. Costs reflecting the 28% subsidy are the costs for ASC 715-60 
accounting purposes. Costs ignoring the impact of the subsidy should be used just for tax accounting, 
because the federal subsidy is not taxable. The summary of all costs shows only the ASC 715-60 
costs (i.e., reflecting the impact of the subsidy). 

10. Related Accounting Not Reflected — No tax or regulatory adjustments 

Like prior years’ projections, none of the amounts we have provided reflect any capitalization of costs, 
tax accounting, or regulatory accounting. However, as noted in item 9, a schedule has been provided 
that shows what ASC 715-60 costs would have been ignoring all tax-advantaged RDS payments. 
These amounts are needed for current tax accounting purposes since the RDS income through 2012 
will not be subject to taxation.  

11. Simple Projection Techniques — Same methodology as in prior years 

Similar to prior years’ projections, these projections are somewhat simplistic. For the most part, 
valuation results as of December 31, 2010 have been "rolled-forward" using expected relationships 
between each year's results. To keep the process efficient, educated "guesses" were used when 
relatively minor inputs were needed but could only be accurately obtained from technically elaborate 
computations or where an “overhaul” of existing processes would be required to accommodate a 
minor aspect of a one-time event. Even though the projections overall were relatively simple, it is 
important to note that detailed analyses are required to incorporate the various parameters Southern 
has given. The projections incorporate considerable efforts to reasonably reflect qualified pension 
funding, individual company retiree medical/life funding, individual headcount adjustments (SNC), and 
anticipated pension plan changes.  
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Post Retirement Benefits

Statement production date: 12/29/2010

3
Southern Company 

(Exp # 33374 Retirees) Southern Company

Southern Company 
Experience number 

33364 Actives

Southern Company 
Experience number 

33374 Retirees

Southern Company 
Experience number 
34147 Dependents

Southern Company 
A&S Southern Company LTD

7 102344-F-1 102344-T-1
2 Issue Date: 5/18/2010 Issue Date: 12/29/2005

F @ 1.280% T
5/18/2010 - 1/1/2011 12/29/2005 - 1/1/2011

Beginning Balance $0.00 $0.00 $4,488,155.26 $15,577,480.13 $725,328.52 $0.00 $0.00

Deposits $5,000,000.00 $24,285,001.86 $1,485,763.00 $0.00 $758,513.00 $878,820.01 $370,941.94

Withdrawals $0.00 $21,885,198.97 $6,692,472.83 $13,611,208.71 $1,392,031.07 $189,486.36 $0.00

Interest Credited $39,882.61 $3,037,529.65 $718,554.57 $2,053,929.80 $162,197.90 $72,054.87 $30,792.50

Ending Balance $5,039,882.61 $5,437,332.54 $0.00 $4,020,201.22 $254,008.35 $761,388.52 $401,734.44

## Amount available for withdrawal on date indicated
     (Interest is not credited on the day of withdrawal)

Breakout by Experience (102344-T-1)
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