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IIHD I. Dtscriplion or ProposC'd TransaetlonL 

1.1 B~~~:kgmund. SEI Holdings. Inc. 1("1-foldings"l is a whoii)'·0\\11td non·utilily 

subsidiary or The Soulhcrn Company ("Soulhem"). a re~rcd holding comp.llly under !he 

Public Utility Holding Compnn)' Act or 1935. as amended (the" Act"). By order wued 

September 26. 1996 (11-.e '"September 1996 Orcki). lbc Comm•ssioo aulhonzcd Holdinp. 

throuQh one or more subsidiaries referred to as "Marlceting Subsidiaries:· to broker or mlllli:ct 

electricity and other fonns of mel'i)' commodities. including nanwl gas. oil And coal. ,.;thin the 

United Swes. and to provide incidental related services to customers. subject to ccnain 

qualifications and limitations as reaarciJ reuil sales or electricity And natWIII gas. Under the 

September 1996 Order. the Commission reserved jurisdiction over activities by Marketing 

Subsidiaries outside the United Swcs pending completion or the rccotd. 

Holdinp now requestS that !he Commlstlon reiCilSC Jurisdiction heretofore reserved over 

a.:tlvities by Marketing Subsidiaries In Mexico and Canadn Holdinp is not herein requesting 

any other modification 10 the terms or conditions of lhe September 1996 Order. and requests l.b.tlt 

the Commission continue 10 I'CSC!\'C jurisdiction over activities by Markctin11 Subsidiancs 

outside !he United States, Canada and Mexico. 

Holdinp submits that appn)val orlhis request is approptiate in that (i) lhc Norch 

American energy market has already C\'olved into an intej~med market in terms of both pbysiw 

in1Cft0111leCtlon and !be \'Oiumc or CTO$S•bonkf electricity And gu sales; (ii) such approval would 

enable Markctina Subsidiaries of Holdinp to compete "itb olhcr large independent power and 

gas I:IW!cetmlhat have already established a presence in the Canadian and Mexican markets 

\vith resulting bcnefiu for both COilS\IIIIcn And in\uton; (iii) S~ ;tpprovaJ WOuld enable 

Holdings 10 establish a pRSCnCC in the Canadian and Mexican rnarkcu \vithout thc need 10 in\'CSI 



sianificuu sums in so~s of production or suppl) an !hose coatntrics: :~nd ( h•)lcgasl~th c :llld 

adminiSU'llivc ICiions by Congress and other U.S. regulatory bodies. including the Encr&)' Policy 

Act of 1992 (~EPAct).lhc North American Free TrOOt: AllfffiT1cnt niAFTA ").lhc shnrp 

increase in cxpon licenses aranted by 1hc Dcp3nmem of EMrgy ("DOE"), Md recent rulings by 

1hc Feder.~ Energy RrauJatory Commission ("FERC'") onkrina 1hc tr.lliSillission of po"er to 

Mexico and eonditionina mari:et l'llte orders gmnted to po·wcr marketi.ngaffiliates of ClliUldian 

utiUties upon 1hc exis«oce of open DCCeU 10 1hc lniDSitlission systems of such Can-dian utilities. 

all underscore 1hc importaDCC of promoting free and unfelt~ competition in 1hc Nonh 

American cocrv.y an&~Ut u 11 natioMI a~l. FiMIIy, Holdinas belie\'cS lhllt considerations 

underlying 1hc recent or<krs of the Commission authoriz:ina subsidiaries of regist~ holding 

companies 10 cnpae in demand ·side manaa.cmcnt and eneraY c ffic.-iCTIC)' acthities in Clll\ada arc 

equally applicable 10 1hc proposal contained htreln .. 

1.2 The North Arru:riqo Enrcrx Mgrkct Conqj1uta a Sjnalc Morktt ThCTe arc few 

if any mnainina physical bArriers to clcctMhy and au lmiSIICiions ~~erou lhe U.S . .Canadll and 

U.S.·Mexico borders. The clectrichy tr~~nsmission &rids in Canadll and the United St.oacs aue 

int=onDCCted at mmy points. Ccn&in U.S. and Canadian utility systems M\'C been operated 

synchronously for decades and coordinate opcnuions and planning through membership in 

rqioMI reliability councils. AJthouah clccuic:al interconnections into Mexaco arc leu well 

developed, several projects arc under way 10 add or Sltenglhcn Interconnections between U.S. 

utilities and the Mexican swe-ownrd utility, Contisi6n Fedcnl de Elcctricidad ("CF£'").1 

1 
Theft ~n CUIT<II!IyMiwunu major(69 kV and llbo>c) lnt.aconncc:uons bel'~ em Sill ~o. Caliromii and 

£1 "-· Te.us. and llllrast five bctwtcn Pruldlo. Toxu and Brow•uv•ll•. Tc~as. lMMIICS conn«r CFE 10 lht 
~~&rids of the We1trn1 Systmu CC«din..llnJ CouncU and lh< Elcculc llcllaba11t)'Cow>cll orTuas 
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projccu underway at poinlS along the U.S.-Mexico border that "ill greatly cxpillld Mexico· s 

ability 10 expon gas into $0\lthwcstem U.S. markets.2 

TIK Western SySicms Power Pool ("WSPP} is one of the: best urunples of the 

lnc:reasingly intesntcd.. lntcm:~tional nature of the Nonh Amcric~~n electricity market. The 

WSPP functions as ollllll'tetploce where members c11n trade eleelricity under favorable 

rqulnory conditions. The organization began in 1987 as an expmmcnt in\-ohing IS utilities in 

or ncu California. Since then. it has grown 10 include over 140 memben located throughout the: 

United States IUid lndudlna CIUI3dian entities such as Edmonton Power. Po,•crcx (a.n affili&m of 

B.C. Hydro). TransAita Utilities Corp., TransCanadll Power Corp. and West KootenAy Power.) 

Southern Energy Trading and Markelina.lnc:. (formerly Southern EnctaY Marketing, Inc.) 

("SETMJl, an indirect. v.'holl)'-ov.TICd. M!JUting Subsidi;uy of Hold in as. ts also a member of 

WSPP. 

In rcc.ent ) 'ears. the volume of cross-border gas and electricity sales has grown 

d111Jnl1tieally and i.s projected to grow \\CII into the future. In 199S.lhe U.S. imponed {mostly 

from CanM•) 12.4% of ilS total ps consumption. '' hieh i.s expected 10 tncrcase to 14% by 20 IS 

as ~tlorutl pipeline capacity i.s constrvct.ed. • CILINtdian cxpons of gas to the U.S. in 1994 

2 SH "JJrJUNJ:!4N>/ Uwrf:y Owlool/996, " Do-pt. o( Encqy, E11CfJY lruonnauon AdmUI. • OJIA(96) tM•y t 996~ p.•o 

J SH Wn&cm S~cm Powu Pool Truumtulon 1M Ancilllty Sctvicu Taritr 1M Revisions 10 WSPP AJt«mcnt 
10 Unbundle TIM.WIIissloft 1\'om S.la Prices Fll<d with the Federal EtlciJ)' ~'-Y Comminlaa. Otc. JO. 1996. F..E.R.C. DocUt No OA97·UMOO 

4 
S.. "AnlfWJI Uwf1 Ottr/1104 1'191." 0cp. or EnciJ)', Enctl)' lnfonnauon Admin.· OJU(97)(D<ctmber 1996). p. S9. 
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amounted to approximately SO"h of ClllUid4's total domeStic production. up rrom 18' • a decade 

ago.' In 1995. tit< U.S. imported 48.3 billion kWhs of dectric11y (ag:~in. moslly from CBn3dn} 

and exported 10.6 billion kWbs. Whil~ imports rue not projected to 11row. c~pons ;~rc expected 

to double by 2015.' 

1.3 Otbs;r Eprwy Mnrlu:tca With Which Holdim Compctc:s lim Alrtlldl' 

E$1abljshcd n Pmmq: jn Conodjnn and Mg icon Morkcss. Many U.S. po"cr producen and 

marltctcr$ haw: almwly sought and obtained export authorizations from the Department of 

EncraY ('"DOE") under Section 202(e) of the Fc~rol Power Act. For example. \\ithin the p.ut 

year, Nonh American EnetaY Conservation. US. Gcnenlting Comp:tny. CNO Energy Scrvtccs. 

Inc~ Demo PO\IIW Services, lnc. and NorAm Enc111y Services, Inc. h.ave all sought and oblllined 

licenses to export powcr u specified interconnection points.' Recently, DOE granted. "ith 

oooditlons, Enron Po"'er Marltetina. Inc.'s request for ~blanket" authonly 10 export po"er ~~eross 

all in~ett<K~~~Cc:lion points into Canacb. 1 

Of course. power marltet!na docs not simply inYol~-c exporting U.S. produced po"er mto 

CIID.IIda and Mexico. Mukcten nlso need the Oc:xibilhy 10 purchnsc sources of supply within 

Canada and Mexico, either for lmpon into the U nitcd Stoles or for resale to CU$10~n m Canada 

or Mexico. Althouah MarWin a Subsidhuics of Holdins.s may, coosistenl "ith the terms of the 

' "llflu~ ~· Ow#oo4 /996, • 111pra. n. 2.. p. 40 

• "A.-I u-p Oot/ool/991. • ,,_. n. •· p. tl9 Malco isprojuud to lead tlw JI0'*1II in ckCUlCII)' deem<~ in NonltAmaicaM4 .,.. pcr)'nl'cJvouP :!OIS. 1,__/o#lol ~ O.Z/1>04 /996 lo;>"Q. n.l, p 76 

1 smn has also Joinrd in WSPP's cxlsllna liccrue to cocpon ckaricil)' 10 WSPP members in "csttm CMid&. 



Sepu:mbcr 1996 Order. pur~luuc energy SU(llllic:s in Mexico or CWllldil for reSAle in the Uniltd 

SUites. and nm~ sell U.S. produced power and 1;3S at either border. they arc restricted under the 

Septembrr 1996 Order from mokin11 54lCS in Canndn or Mexico. This restriction "ill pi:ICc 

Marlceting Subsidiaries of Hold in as nl a competili\'C disach11J\Ili£C ,·is·i·\ is other marLetcJS. 

especially as dercsulatlon of encrsy markcl$ in C~~Mda and Mexico c\'Oh cs. For exnmple. the 

rcstriction in the Scptembrr 1996 Order would pmumably prevent Markctina Subsidinrics from 

selling U.S. produced powe.r 10 a customer in Canada if the delivery point (•·i: .. the point" here 

Iitle typlc:ally p:uscs) Is on the Clu\8di~ side of rthe border. nnd would preclude Mnrkctina 

SubsidWies from a~ing to supply all oftbc f~~eilitics of a "national account" customer (r g. a 

supcnnarkct chnin) if some of those facilities 11/'C locnled outside the U.S. 

1.4 fncuy Mgckcljng WoyJd Ennhtc Holdjnys IQ ponjcj~tc '" rhr Nonb Amcntan 

Encrg M!!dsm Whbo!!J Hayjng 10 Make any Sianificnm Foa:j~n lmCSJmcm in FXililics. 

Holdings could. e~'CO without the need for further uppro\'al by this Conunis.sion (except 

for ~y fiJiallCinllapproval that may br required by Southern). ITiliLc sales of electricity and ps in 

CaMdo ~d Mexico through~ "e~tcmpt wholes~~le gencrn1or" ("EWG'1 or exempt "foreign 

utility comp:my" ("FUCO"), and, In fact. Holdings h3S in the past mvcstigaled in\'estmcnt 

opportunities in both Mexico and CIIJ1Dda.9 A significant consideration to lloldlngs an bctnJI able 

to engage in energy marketinaln Canod4 and Mexico is thnt 11 ma) ob\'iatc the need to make any 

capital investment in facilities in either ofthoJC countries solei) for the purpose of cstabhshins a 

.. presence." 

9 
In the put. Holdlnp hu submin.rd piOPC>I'liJ 1o build and opcnt< PD"'' piA/U.S in M<xko ln rnpon>< to rctqu .. u 

for propc>SA4 bsucd by CFI!. SewS£/ l(ol~ VIII. Inc- 67 F.E.R.C. 1 61,}45(1994). £N'IW dt -"-"Lion. u rAr c v.. 67 r .E.JLc. 161 .loll < 19941 

s 

L--------------------------------------------------~ 



1.5 Attions to Pmmprc Encn:> Compctiljgn jo rhc Noah Ams:rictto Encrg> f>lgd;ct. 

Seve111l Canndian provinces hllve taken dercaulation IICtions that will open provincinl 

electric markets to competition b~· U.S. IUld other suppliers 11nd ennble Ca.nndi1111 produc~rs lind 

marketers to sc:U din:ctly to industrial customers in the U.S.10 1 n tum. llllltutcrs affiliated \\1th 

C4nadinn utilities have sousht approval from the FERC to charge m:tticct·bn!!cd mtes in 

conn«tioo with their wholesale sales of electricity in the Unttcd States. In En~rgy Allloncce 

Partnushlp. 73 F..E.R.C. 161 .019 (\99S). FERC. in tts review of a markct-bascd nue application 

filed by a powu marlteter affilitated \vith o Canadian utility (Hydro-Quebec). dctcrmmcd that it 

was appropriate to apply the SOim acncml standards that are applied in similar cMCs ton 

markeler nffiliA!ed with a U.S. utility. These S1and&n1s include proof that the applicant does 001 

have. or bas adcqua~tly mitipled. market power in gcner:uion and tr.J.nsmission :wl ma) not 

i~ other banien to m!rkel entry. In Er.zrgy AlliaMc, the applicant qucd that its affiliation 

with o Cnnadlan utility with an cxtcnsh c transmission net\\ one located exclush ely in Cllnlllb 

should be ignored for pwposc:s of this analysis since the FERC '"ould have no jurisdiction o•n 

the tUT'tliatc tn any C\'1:111. FERC rejected this araumcnt.lllthoua,h ad:no" ledgmg th:u 11 would be 

powerless to order open access to the Cnnadiao udUty's trnnsmission grid. The polky objective. 

as FERC sWcd, is 001 to open Canadian u.nsmission in order to serve Cono.di11.11load: ralher.lt is 

to ensure tbal Olhcr potmtial suppliers 10 the U.S. Itllii'Ut "ould have non-discriminatory access 

to !be Canadian affiliate's tlliiiSD'IIsslon. 73 F .E.R.C. at 61,030-J I. On the facts \If the C4Se, 

FERC was not satisfied that such non-discriminator) access to Hydro-Quebcc's trii.IISmission 

10 
B. C. H)'dlo. CaMdo'•doinl brpsa ouhty, lw almMiy a-•cd open ~CUSS 10 iu.,....,Wloo II<'IWaR and n 

and lhe BonnovUie Power AdalinislrM*' aro U11111 H<h Olb<t'ltnnmiiUion nctwO<t In putWin& Lva< dina aln 
IICCO<IIIts. S..t-,y t:.:-111. November 1996 (The Flnanci.tl Times Llmilcd). 
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arldcximd. 

Sub$Cqucntl). FERC llfU!Iltd a similar ma.rkcl•based role requrstto n mar~clcr affiliated 

"'ith another Omadi:m utility (TransAit.a Utilities Corpo1111ion. located tn Albrru) upon finding 

llult trunSmission grid access aiTo.ngemenlS exisllinllin A lbena were sufficient to enable all 

pou:nliAI competitors to usc !lull tro.nsmission S)"$tcm subject to the same r.ues. te~tns and 

conditions in or~r to reach loads in the United States. Su TrtmsAito EnttrprtstS Corporation. 

1S F.E.R.C. 'j 61.268 ( 1996). In addition, FERC indiC4ted that II funhcr considcr.111on in illl 

OJllllysis of such foreign rnasl:eter CASe$ is whether the affiliate· s uurumission atn111gemen1S in 

Canada are such liS to Allow po1ver sellers in the United Stlltes to use the tmnsmisston sySlem in 

order to reach potential markets in Canada on a rcciproc:al twis.11 

Tile clear implication of these maricet·based mte orders 15 that FERC strongly favors 

competition on a reciprocal basis in cross-bonier tt1liiSIICtions. :uld that it does not brlie1 c that 

relevant power markets in North America o.re defined by the International boundlltics.1
: 

In another recent c.ase, Enron Pow~r Mori:~tlng. Inc ' '· £1 Pruo £/utTic Compan). 77 

F.E.R.C. 61,013 ( 1996). FERC ordered El P:ISO Electric Compo.ny to compl) "ith its open 

aceess wilT by agreeing 10 pro1idc lransmlntoo service to Enron Po"er Mrulc~ing.lnc. to t\\o 

subslations on the U.S. side of the U.S.·Mcxico border in order to accommodate sales of 

II 
lA llntulo Col~lo P- ~C"'f''O<<'IM. 71 F E.JI..C. <; 61.02• (1997). FERC op•are)C'(Icd a mari.et· based rw application tiled by a JIO"·<f IIIIIUur atllll&tcd \Ollila Caned ian uuhty (Btnllh Columbta ll)dlo and ,.,..,. Authonl)') b«auK" was 1>01 Nl!l$0cd IN\ the ulllicy affiliate'$ wilTs $111Jned rERC'• non-dlscrimlnaiOf) tnn~~~~luion o«<ss requlmncnll. fERC ulun&cd dw.ln lu review oflhc1< nlinp. k ,.lllallo tee\ 10 assure 
roc~~ iluo and out orCIAacb. 

u Bccb Hydro-Quebec and the llllllcctlnaaffilullc ofOnuorlo Hydto now have pcndlna appllcal10<11 f« matlc:n· 
buccl r.uc 1111horily and haw appormdy dciCftlllo<d 10 opc~~lhclt 1r81Umluloo $)'1l<ml LO lhird-j>any accru 111 onlcr10 oll!liii'IICII DllltlciiiiC IIIPfOYih. S. £Jeane ft1'AW Da!J}•. Olumblr 10. 1996 (McGra,.·lhll 
<=-l*IICS. IIIC.). pqc 3. 
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electricity by Enron Power Marketint:to CFE. El PGSO hlld refused service for JC\CrDI re3S.Ons. 

ineluding itS contention that FERC locks authority under Sections 20S and 206 of the FcdeTnl 

Power ActiO order trllllSmission of electricity tlw is intended for consumption in 11 foreign 

c:ounuy. Althoush FERC rejeeltd El P~~s.o's argument on the narro" ground that all of the El 

P11so facilities involved were on the U.S. side of the bor.Jcr and hcnee were in Mi nu:rsiiiiC 

c:ommen:e,M h also indic:attd tlw it did not regard the f~~et thlltthe power transmitted was 

intended for sale outside the Uniu:d Stlltc.s to be controllini- On the laner quest•on. FERC mttd. 

'111b Commission firmly believes thllt the cross-border electric trllde ou&ht 10 be 
subject to lhe samt printiples of comparable open no:ess and non.Oi~erimiMtion tluu 
apply 10 the iruerstate electric lndWJu:y. Even if we do not hllve jurisdiction over 
transmission fiKilities used solely for the expon of power across the intemAtloMI border. 
it \\'Quid be inc:onsimnt "'ith Ord.u No. 888 and contrary to the principles of non· 
dixrimirwion conlllned in the Fcdcral Power Act if the ov.ners of these fKilities are 
able 10 blodt ICCC:SS for competitors 10 the cross-border uade.M 77 F.E.R.C. 1 61.01) 11 
61,049. 

As these actions demonstrate. FERC has lllken a strong slllnd (within the limits of its 

jurisclictioo) 10 promote wholesale electric competition in cross· border tlQIISIICtions. The 

IIIICblyioa premise in aU of these actions. of course. is that the U.S .. C.-!ian and Mexia.n 

rnatUIS c:annot be di\'Oreed from w:h Olhtl' .wf thllt the public interest \'111 be JCT\-ed by o-ctioru 

desi&~~ed 10 promote competition on both sides of the two borders. 

1.6 The Bclcyancr ofo•ba I qal 0cvclapnyorJ Pmmo•inr Comp;tjljon 10 1bc Ngnb 

Ams:riC!In EDCQ!Y Mark£!$. EPAct, which llltlendtd the Act by lidding nc" SectiOns 32 

(regarding invesunems in EW01) and )) (regandina investments in FUCOs), expresses a clear 

Cona;ressional inu:ruto cllmiflllle the Act as an anilidaii'C$1l1liru in the development of 

iolm:wional cneraY IJWUu in the name of promotina compctluon in the U.S. -..holesale electric 

llllltet llld ftellitatina export of U.S. expertise in the electric and gas utility indusmes. Thus, 1 

foreisn corporation can now acquire ond 0"11 1 wbole1alc electric generating subsidilll)' in the 
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Unhed SUites whhout beir~~~ subject to uMCCess:lfY rq:ullulon liS n holding company Wider the 

A«. Qnd U.S. companies (incl.aclina ~holding companies) ITIIIY acqul~ Qnd hold el«lnc 

and 8115 utility subSidiaries "'hich opaate ouuide the United SI.Dtes. 

PriYllte ownenhip of elec-tric generation fxllities is perm iued under cci'I.Din 

cimlmslanccs in bolh c..n.da IUid Mexico. In fact. shonly aJ1tt EPAc:t wus siii!Cd iruo law in 

1992. the Mexican go\'CtMlml issued hs Decree Amending the Law on the Public Service of 

Electric Power. This decree Instituted reforms thai now permit a.uthoriz.ed domcstic and fo~i11n 

comJ*lies to &mente pG"'tr for private consumption. for sale 10 CFE. and for cxpon.u 

~ Klion requested hcrcln ""'OUld :~I so be eonsimru with the goals of increased trodc 

bc"'"Mn the United Slate$ and C•nnda and Mexico as exp~scd in NAFT A. The pubJje policy 

tQUOCiated in NAFTA e:ncounacs the reduction ofbanim 10 uadc and the enhancement of 

Investment opponunities be"'un the United SI.DIC$, Canad11 and Mexico. 10 the bcnermenl of 

consumers In all three countries.•• 

1 .. 7 Tbc RotiQM1£ Artjculnrc:d in the Commjssfon"s R«cnt Oatm on D S M fFnctm' 

Effidcqcy Ac;tiyiries Ia Con;vtn I$ Eguatly AppliC'3blc to HpJdings Request. The SEC ilself 

bas previously reeogniud the approprialcncu of permjtlina o ret~isttred hold ina company to 

engage in c:crWn cnero-rel.iled llctivities ouulde the United SLDtes. Spcc•ficolly, by onkn 

daled September 30. 1994 (Holding Company Act Rclensc No. 2·6135) and Fcbnwy IS, 1995 

13 For CCIICRI blelc&rowad oalhc 1992ill•.,.i•n In Mutco. - J Mlllliund M. E>cob<do. "lt.aJCO'I Open 
o-•oC.-m~~Ptottdlfflk/ICifd6llli /'OMYr. "I~ EIICtJ)'LawJOUIIW l .U (1993); and A OMclm. "IJnlltd 
s-.,.J.,.,I<o El«lrieiQ' TrafiJ/t'l; 'I{ Alitn £/«tN>fll oittltn. Mllf"/10'1 Df Urtd«wm•llltd Emlron•mtol 
B......_ • 16 Eftcray Law Joumall,lJ • 21 (199j). 

14 ~. ti1tk ._,~,,.- ,.. civcn to wbclhcr NAFTA "ould llo~ allpillc:anllltna llllpoa oo 
d«<lk1ty Vllll(cn bmrccn lilt U.S. at Cen11l11nd Melito for lilt Jlmplt-dill el«uicll) lriMfcn•un 
a1rndy llqtly fnc or...w lmpcdimcnts. SN A. <~Wan. "111111«1 StDIIti-M".ah £1«trkll)• Tromfon. •"P'a. ~. 
12,11129·31, 
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(Holding Compdn) Act Release No. 26ll2).1hc SEC aulhonzed EUA Co~;cnc~ Coll)(lr.~t•on. n 
subsidi!IIY of Eastern Utilities AssociateS. to cnpge in demand-side mlll\:lgcment acm nics 10 

Cen:vl• Similar approv~~l was llfllllled to HEC.lnc .. o subsidiary of Northeast Utilittcs (Hohlmg 
Compony Act Release Nos. 2610hnd 26335. dated August 19. 1994 and July 19. 1995. 

respectively). In lhc second EUA order. " 'hic:h eliminated a moenues·basc<l restriction on the 
amount of such activities that EUA could cniiJic in outside Its sales area, lhc CQmmiuion held 
thai lhc provision of mcfiY m.anascmcnt services in Canada. including co~rvation lind 

demand-side mAilQ&Cment services. is -closely related- 10 EUA 'score utility business.llnd that 
Coogre:ss, through EPAct and olhcr lesislation. had stated that~ is a -StronS nauoll4l interest 
in promotins cnttBY conservation and efficiency.- Suc:h benefits., which ttle SEC concluded 
should not be denied to rcsiSlercd holdins comp:mies. would inc! udc reduced emissions of 
polluWlts, impro .. 'ed balanee of peyments. and expanded jobs. (l loldins Company Ac:t Release 
t-ro. 26232, n. 13). funhcr. lhc Ce~mmission found that such acuvities "''Ould not require 

sisnificant investment« nposc EUA 10 signifiClUit risks. 

A similar anmysls "''OUld lead to the conclusion that mcrgy rnarl.eting acti•nies of 
affiliates of D resistcred holdina OOmJMIIIY should also be Ill lowed in Canada llOd MeXICO (subject 
to complyina with applicable laws of those jurisdictions). First, the Commission lw already 
determined in the September 1996 Order that power 111\d ene:gy marketing llnd brol..ering 
activities of a resirtered boldina comJMIIIY are c:loscly-rclnted 10 its cor• utilitr business. cvcn 
wben conducted outSide its service territory. and that the risks oftbc business Clln be mttnnscd 
throup appropriate hedaing medwliJms_ S« also ConsolldaJed NaiiU'al Gas Co • Holding 
Company Act Rdasc No. 26512 (April 30. 199S). S«ond, impoltllnt Nllional &OlliS cxprcsscd 

In EPAct and NAfT A would be ser\'td by allowina markctina ~~ctivitles in Canada and Mexico. 
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incllldin& !he promotion of compel! don in wholc:snle electric mnrkets. :~nd the expansion of 

markeu for U.S. produced elcelriciry. some of ~hich may be excess to the needs of the U.S •• 

which will contribute towards the positive balance of payments. And third. marketers outs ide of 

rqine~ holdina company systems :t.rc braely free from U.S. imposed rqulatory constraints on 

energy uansaetions in Mexico end Canada. No public interest would be SCI'\'td by an 

interptetatloo of the Act tluu "''Ould create or impose 110 anlnclal barrier on the full panicip;nion 

in the Nonh American eDaiY mltket solely by Rgist~ boldina companies. 

lttm l. fm, Cgmmbdgos egd E,-pmsa. 

The fees, commiuions and expenses paid or to be paid in COM«lion with the proposed 

tm~S~~Ctlon arc estirnat~ not to exceed SIO.OOO. 

llemJ. Applicable Starutqey Pnwlsloos. 

Sections 9(a) and 10 of the Act and Rules 23 and S4 thcmmder arc applicable to the 

proposed uansaction> and activities of Ma:kcdna Subsidiaries. The Commiuion has previously 

dctennined in the September 1996 Order that encrBY nwnuna activities by Holdinas satisfy the 

standards of Section 10 and Section I I, to which Section IO(c) refers. c\Cn in the absence of any 

direct nexus between such markttlna letlvilies and Southern's core: electrlt utility oper.nions. 

This Post-Effecti•'C Amendment, if 8Janted. v;ould simply enable HoJdinas to engage tn the Slll'e 

marl«:tina activities outside the United Swes. In this regard. ~'CVcr, neither Section II nor 

any other provision of the Acl hmlts the noo-ll!ility activities of a registered holding company to 

the United Swu. 

Rule S4 Analysis: The proposed tnlliSIICtioo is olso subject to Rule S4. which pro'idcs 
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tluL in determining \\llethtr 10 appro"e an applic:uion which docs not relate to an~ EWG or 
FUCO. the Comrnwion shall not consider the efT CCI of the c:apiullzat.ion or e01rnings of nn) such 
EWG or FUCO which is a subsidiary of a rcgislered hold ina company if the ~uircmcms of 
Rule SJ(a). (b) and (c) arc salislkd. 

Southern cumntly mccu aJI of the criteria of Rule Sl(a). except for clause (I). At MIII'Ch 
31, 1997. Southern's •agaregase Investment." as defined in Rule Sl(a)(l). in EWGs and FUCOt 
was approximately $2.48 billion. or about66.SS% of Southern's •consolidated retained 

eaming,s. • also as de lined in Rule Sl(a)( I), for the four quanen ended Deccmbtr J l . 1996 
($3.671 billion). With rcspea to Rule Sl(aXI ). hown"<"r. the Commission has dctcnnined that 
Southern's fumncina ofinvestmcn~ in EWGs and FUCOs in an amount great« than the amount 
thll would othcrwitc be atlo.,."cd by Rule Sl(a)( I) would not have eith« of the adverse effects set 
fonh in Rule Sl(t). ~~ Tht ~utllmt Company, Holding Company Act Releuc Nos. l 6SOI and 

26646. dated April I. 1996 and January IS. 1997. respectiHiy. 

Southern has complied and will continue 10 comply with the rccord-l.ccping rcquircmcni.S 
of Rule S3(a)(2). the limiunion undct Rule S3(a)(l) on the usc of domestic utility subsidia.ry 
company penonnelto render services to EWGs and FUCOs. and the requirements of Rule 
S3(a)(4) concemina the submission of copies of cc:rt4in filings under the Act to rclllll rate 

regulatory commissions. Further. Southern states lhat none of the circumstances descnbed in 
Rule SJ(b) lw occurred. 

Moreover. even if the effect of the capitalization and earnings of EWGs nnd FUCOs in 
w!Uch Soathem has an ownership interest upon the Soutbml holding company system ""rc 
considered. there "''OIIId be no ba.sls for the Commi.ulon 10 .,.;lithoid or ckny approval for the 

proposal made in this Post·Effcctivc AmendmmL The action ~td in the ai\Sillnt filina (w:. 
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permission for Holdings to conduct eenoin non-utility activities that arc very closdy-rdntcd to 

Southern's core utility opennioru in ClllllUb and Mexico. in addition to the U.S.) \loOUid not by 

itself. or e\·en considered in conjunction with the effect of the copilAiiz.ntion and enrnings of 

Southern's EWGs and FUCOs. have a moterio1 adverse effect on the finan~iol integrity of the 

Southern system, or an adverse impact on Southern's public-utility subsidi.vies. their customers, 

or the ability of State commissions to protect such public-utility customers. On the contrary, 

!Holdings believes that opprovol of the proposal contained in t.his POS1·Effcctive Amendment 

would have a modest beneficial effect on t.he Southern system. because it \loill enable Holdings 

and il$ associate companies to remain competitive _.;t.h ot.her energy suppliers nnd generate an 

additional source of revenues from activities thai are closely related to Sou !.hem's core utility 

business. 

ltem 4. Rqularory AppronJ. 

No Stote or Federal commission (other !han this Commission) has Jurisdiction O\'Cr the 

proposed activities of Marketing Subsidi.vies that are conducted exelusi,·ety in Mexico and 

CAillldo. M indicated elsewhere. the expon of power a.nd IIIIS to Canada and Mexico requires 

approV111 by DOE. 

l tem 5. Pmcdyrc. 

Holdings rcquesu t.hat the Commission's order be issued as soon as the rules alto". Md 

lhat there be no thiny-day waiting period between !.he issWIJl(c of !.he Commission's order nnd 

lhe date on which it is to become effective. Holdings hereby wah'CS a recommended decision by 
• 

a Iarina officer or other responsible officer of the Cornmis.sion and hrrtby constnts that the 
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Division oflnveslment M:~Mgtment lfi4Y mist in the pn:p:muion or the Commission's d''Cision 

and/or order in the mntter unless such Division opposes the mailers covered hen:by. 

Item 6. ExhlbUJ and Eloancfal S lalcmcnts. 

(a) E.'dlibits. 

(No ndditionlll EdlibitS provided) 

(b) FliWlCial StatementS. 

(Not npplie~~blc) 
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