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AGLR will be a wholly-owned first-tier corporate subsidiary of Southern. 

Central Valley's position within AGLR's corporate structure will remain 

unchanged. 

Certtral Valley will continue to be a wholly owned subsidiary of Nicor 

Energy Venture Company, a wholly owned subsidiary of Ottawa Acquisition 

LLC, which n turn is a subsidiary of AGLR. 'Ihe sole chang,e will be that AGI R 

will be a wholly owned subsidiary of Southern. 

2.3. Requested Authority 

The Joint Applicants submit their application pursuant to Public Utilities 

Code Section 854. 

California Public Utilities Code Section 854(a) requires authorization from 

the Commission before a company may "merge, acquire, or control either 

directly or indirectly any public utility organized and doing business in this 

state . . ." The purpose of this and reiated sections is to enablethe Commission to 

review proposed transactions and to take action in the public interest, as d 

condition of the transfer, before any transfer of public utility authority is 

consummated) Absent prior Commission approval, § 854(a) provides the 

transaction is "void and of no effect." 

2.4. Compliance With Rule 3.6 

California Public Utilities Commission Rules of Practice and Procedure, 

Rule 3.62  sets forth requirements for an application to acquire or control a utility. 

The application comphes with those requirements. 

' 7re San lin! Wrier f:'o. (1916) 	C' 56. 
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The most recent Annual Report to Shareholders, proxy statement, and 

financial statements from tl ie Annual Report On Form 10-K for AGLR are 

attached to the application as Exhibit 3, Exhibit 4, and Exhibit 5, respectively. 

The most recent Annual Report to shareholders, proxy statement, and financial 

statements from the Annual Report on Form 10-K for Southern are attached to 

the application as Exhibit 6, Exhibit 7, and Exhibit 8, respectively. 

A copy of the Agreement and Plan of Merger is submitted with the 

Application as Exhibit 9. Pursuant to the terms of the Merger Agreement and 

subsequent to obtaining all applicable regulatory approvals, Southein will 

acquire AGf .R by purchasing its common stock at a price of $66 per share. To 

finance this purchase, Southern plans to issue approximately $3 billion in new 

Southern equity between now arid the end of 2019 and to issue approximately 

$5 billion in new debt at the Southern level. 

3. 	Discussion 

3.1. Standard of Review 

The standard generally applied by the Cominission to determine if a 

transaction should be aPProved under § 854(a) is whether the transaction will be 

"adverse to the public interesCA While on occasion the Commission has also 

inquired whether a transfer will provide positive ratepayer benefits, this 

additional assessment cannot be applied readily to an entity like Central Valley, 

which is not a traditional investor owned public utility with captive ratepayers. 

c. for example, Drost Connounirations Cor p., 0.00-06-079. 2000 Cal. MC LF,XIS 	"l8. This 
illso the shindard applied bY R03-06-069 (2002 CalPUC LEXIS 975), in which the Commissiun 

authorized the transfer of Lontrol t EnCana, and by 1).0i-12-007 (2005 Ca1PUC LEXIS 527), 
which authorized the transfer of a 50% interest in the parent of Lodi Cas Storage, 1.1 C. 

- n • 
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In fact, the Commission has not considered "ratepayer benefits" in its review of 

other change of control applications by independent gas storage providers.4  

Public Utilities Code Section 854, subsections (b) and (c) do not apply to 

this transaction because, according tO Joint Applicants, neither AGLR, Southern, 

nor any of either company's affiliates has gross annual California revenues 

exceeding $500 million. 

3.2. The Proposed Transaction Is Not Adverse to 
the Public interest 

The Commission has previously expressed its intent to exercise its 

regulatory authority to review and appiove proposals for a change in control of 

California's independent gas storage providers and stated: 

We think it prudent public policy to review and approve changes in 
the ownership and control of certificated natural gas storage 
utilities, whether those changes occur directly, or indirectly through 
corporate intermediaries. Such review should help to ensure the 
continued econornic viability of such utilities and to prevent market 
manipulations that may affect not only their own custorners but also 
larger ratepayer groups.5  

ln this instance, Central Valley's proposed change in ownership is due to the 

proposed merger of AGLR and Southern. This proposed merger is not 

anticipated to have an impact on Central Valley's operations, and Central Valley 

will continue to be responsible for operating and maintaining safety and 

environmental oversight under its CPCN. After the tramaction is completed, 

Central Valley will continue to hold the CPCN for its storage facility issued in 

_ 

4  SW, O 11-05 MO (201 i Ci II IC T.F.XIS 174) and I).1442.o3 (2014 Cal. PM I :En; 587). 

5  0,03-12-016. 2005 Cal ITC 11!)(!c; 527 quoting 0.03-C2-071. 21103 <ARIC LEXi5 133. 
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D.1040-001 and will continue to be bound by the terms and conditions of its 

CPCN. 

The proposed indirect change of control will also not affect Central Valley, 

its customers nor the market place. Joint Applicants state: 

Notwithstanding the indirect change in ownership, Central 
Valley will continue to operate as an independent natural gas 
storage provider subject to the jurisdiction of the Commission. 
In addition, the transaction will not result in the transfer of 
any Lertificates, assets or customers of Central ValIey.6  

Joint Applicants state that an affiliate of Central Valley, Sequent Energy 

Management (Sequent), has, since Central Valleys CPCN application filing and 

subsequent transfer of ownership to AGLR, entered into a small number of gas 

storage and gas transportation transactions on the West Coast? However, 

neither Southern nor its affiliates own gas storage facilities and pipeline assets in 

California or the West Coast, hold any firm natural gas storage capacity rights in 

California or the West Coast, or hold any natural gas transportation capacity in 

California.8  Therefore, the proposed transaction will have no significant impact 

on competition or the marketplace. 

6  Application at 2. 

7  The application states Sequent has two storage contracts in California, one at PG&E's Citygate 
and the other at Southern California Gas Company's (SoCalGas) Citygate. Both are for 2 
Maximum Storage Quantity, expiring March 31., 2016. Sequent also states it has a storage 
services master agreement with Central Valley but does not currently have any active storage 
transactions there. Along with being adive in the daily interruptible transmission capacity 
market on PG&E's system, Sequent also holds transportation opacity on Kcrn River Gas 
Trammission with firm deliveries into SoCalGas system at Kramer and Wheeler Ridge points, 
expiring April 30, 2018. In addition, Sequent delivers landfill gas into California. 

8  Application at 11. 
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These transactions do not provide Sequent, Central Valley or any other 

affiliates with control of gas storage assets ainounting to market power. In light 

of the foregoing, the merger will have no significant impact on competition in the 

relevant marketplace. 

The application acknowledges the Commission required, by D.10-10-001, 

Central Valley to maintain $50 million of general liability insurance per 

occurrence and in the aggregate (with certain inflation adjustments) and to 

obtain the insurance either directly or through Nicor. AGLR assumed this 

responsibility from Nicor, pursuant to the Commission's approval of Central • 

Valleys transfer of ownership from Nicor to AGLR by D.11-05-030. Under the 

terms of the proposed transaction, Southern will replace AGLR as Central 

Valleys ultimate parent and, therefore, Southern snail replace AGLR as the 

responsible party and shall be authorized to obtain insurance on behalf ef 

Centel Valley. 

Central Valley will benefit from Southern's combination with AGLR. The 

merger will combine two companies with complementary expertise and skill sets 

and will create a combined company with a more geographically diverse 

footprint. The overall size of the combined company and Southern Company's 

&rung financial position is anticipated to be beneficial to AGLR and Central 

Valley. The Joint Applicants anticipate the combined company will have the 

financial resources to enable Central Valley to continue to meet all of its capital 

needs arid to continue prcwiding provide safe and reliable services to California 

cUStOrriers. 

Finally, the merger win have no adverse impact on safety. Central Valley 

will continue to function es an independent natural gas storage provider and the 

existing operating staff wilt contimie to oveisee day-to-day activities. Operations 

_ 9 _ 
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will remain consistent with current safety standards and Central Valley's Revised 

Natural Gas System Operator Safety Plan. 

The change of ownership and control may be completed and future 

operations conducted with the assurance that it is not adverse to the public 

interest. The Merger Agreement is essentially a "paper transaction which can 

be accomplished without any effect on Central Valleys operations and without a 

significant impact on competition in the relevant marketplace. Central Valley 

will continue to operate as an independent natural gas storage provider subject 

to the jurisdiction of the Commission in the same manner.it  does today.. 

Therefore, the transaction is not adverse to the public interest. 

4. 	California Environmental Quality Act Compliance 

Under to the CEQA9  and Rule 2.4 of the Commission's Rules of Practice 

and Procedure, we are required to consider the environmental consequences of 

projects that are subject to our discretionary approval. 

We acknowledge that in some cases, it is possible that a change of 

ownership and/or control may alter an approved project, result in new projects, 

or change facility operations in ways that have an eiwironmental impact. 

However, Joint Applicants state that the transaction at issue involves the indirect 

transfer of ownership of Central Valley as a result of the proposed merger. This 

transfer of ownership will not result in any direct or indirect change in the 

envirorunent. Further, Joint Applicants note that Central Valley will continue to 

be obligated to operate its storage facility in-the manner approved in D.10-10-001 

9 1.1- tc Resources Cude § 21000 et !.eq. 

-  10 - 
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and comply with all environmental conditions imposed in its CPCN and the 

tvlitigated Negative Declaration:0  

We conclude that under these circumstances, the proposed project. 

qualifies for an exemption from CEQA pursuant to § 150610)x:3) of the CEQA 

guidelines11  as it can be seen with certainty that the project will have no 

significant impact upon the enviionrnent. Therefore, the Commission rwecl 

perform no lurther euvironmental review for this application. 

5. ' Conclusion 

We find that the Application should be approved. This approval does not 

modify in any way the terms and conditions associated with the CPCN granted 

to Central Valley in D.10-10-001. However, once indirect ownership and control 

of Central Valley is transferred from AGLR to Southern, Southern shall assume 

responsibility for all obligations imposed on Nicor in D.10-10-002, including the 

requirement to obtain, if Central Valley cannot, an insurance policy to provide 

$50 million (as adjusted) of general liability insurance coverage on behalf of 

Central Valley. 

6. Categorization and Need for Hearing 

In Resolution ALJ 176-3368, the Commission preliminarily determined the 

category of this proceeding to be ratemaking, and that a hearing was not 

necessary. We affirm that categorizaiion. 

Sa Application at 

'le 14, f:ailfz..nt La W.:. cc: Rc3ola Li- is, L  15.'00 
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7. Assignment of Proceeding 

Carla J. Peterman is the assigned Commissioner and Eric Wildgrube is the 

assigned 'Administrative Law Judge in this proceeding. 

8. Comments on Proposed Decision 

As provided by Rule 14.3 of our Rules of Practice and Procedure and Pub. 

UtiI. Code § 311(g)(1), the proposed decision of the Administrative I .aw Judge in 

this matter was mailed to the parties on February 10, 2016. Comments to the 

proposed decision were not filed: 

Findings of Fact 

1. Central Valley is Delaware limited liability company and is duly • 

registered to transact business in California. Its principal place of business is 

Lisle, Illinois. 

2. Central Valley was issued a CPCN in D.10-10-001. 

3. The Application seeks authorization for an indirect change in control of 

Central Valley as the result of a proposed merger between AGLR and Southern. 

4. Neither AGI,R, Southern, nor aný of either companys affiliates has gixiss 

aiumal California revenues exceeding 5500 million. 

5. Central Valley is a wholly-owned subsidiary of Nicor Energy Venture 

Cornpany, which is a wholly owned subsidiary of Ottawa 'Acquisition LLC, 

which is a wholly owned subsidiary of AGLR. 

6: On August 23, 2015, AGLR and Southern executed a Merger Agreement 

which provides AGLR will become a wholly owned subsidiary of Southern. 

7. Under the Agreement and Plan of &Ierger, Central Valley will become an 

indirect wholly-owned subsidiary of Southern. 

B. The proposed transfer will result in the change of ownership and control of 

Central Valley but w ill not result in the transfer of arty certificates, assets or 

- 12 - 
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customers. Central Valley will continue to be bound by the terms and conditions 

prescribed by the Commission in D.10-10-001. 

3. The proposed transfer will riot result in ,Iny change to the services 

provided by Central Valley, or to the rates or terms and conditions under which 

services are provided. 

10. The propesed transaction is not anticipated to have art impact on Central 

Valleys operations. 

11. Neither Southern nor any of its subsidiaries own gas storage facilities or 

pipeline assets in California or the West Coast. 

12. The proposed transaction will have no significant impact on competition or 

the marketplace. 

13. 1 he proposed transaction will not have an adverse effect ort the public 

interest. 

14. The proposed transaction will have no adverse impact ort safety. 

15. Central Valley will continue to operate as an independent natural gas 

storage provider subject to the jurisdiction of the Commission. 

16. This change of ownership and control will have no significant effect on the 

environment since Central Valley will continue to be operated as previously 

authorized by this Commission, including all environmental mitigation 

measures and all monitoring requirements and restrictions imposed in 

D.10-10-001. 

Conclusions of Law 

1. Cenhal Valley is subject to the Commission's jurisdiction and will continue 

to be subject to jurisdiction of the Commission in the same manner as it is today. 

2. Ftb1ic Utilities Code Section 854(a) provides that no person or corporation 

shall merge, acquire, or directly or indirectly control a public utility organized 

- 13 - 

0000308 

26 



SOAH Dkt. No. 473-17-1172 
PUC Docket No. 46238 

Staff' RFI 2-17 (NEE) 
Page 27 of 263 

A.15-11-011 ALJ/EW2/j12 

and doing business in California without first seeming authorinhon from the 

Commission. 

3. The transaction proposed constitutes a change of control, within the 

meaning of Public Utilities Code Section 854. 

, 4. The standard generally applied by the Commission to determine if a 

transaction should be approved under Section 854(a) is whether the transaction 

will be "adverse to the public interest." 

5. The Application should be granted under Public Utilities Code 

Section 854(a). 

6. Public Utilities Code Section 854, subsections (b) and (c) do not apply to 

this transaction. 

7. Central Valley should continue to be bound by the terms and conditions 

irnposed on it as part of the CPCN granted in D.10-10-001. 

8. Upon completion of the proposed transaction, Southern should be 

authcri7ed to replace AGLR as the responsible party who may obtain the general 

insurance required in 0.10-10-001 on behalf of Central Valley. 

9. rhis change of control qualifies for an exemption from CEQA under CEQA 

guidelines § 15061(b)(3) andstherefore, additional environmental review is not 

required. 

10. The preliminary determinations in Resolution ALJ 176-3368 should be 

confirmed. 

ORDER 

IT IS ORDERED that.: 

1. The Application of Centrl Valley Gas Storage, LLC, AGL Resources inc. 

and The Southern Company for Erchange in the ultimate ownership and control 

- 14 - 
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of Central Valley Gas Storage, LLC, from AGL Resources Inc. to The Southern 

Company is approved pursuant to Public Utilities Code Section 854. 

2. Central Valley Gas Storage, LLC, and its owners shall continue to be bound 

by all terms and conklitions of Central Valley Cas Storage, LLC,'s certificate of 

public convenience and necessity, as granted by Decision 10-10-001. 

3. Upon completiort of the proposed merger of AGL Resources Inc. and The 

Southern Company, The Southern Company shall be authorized to obtain the 

general insurance required in Decision 10-10-001 on behalf of Central Valley Gas 

Storage LLC. 

4. The authority granted by this Order shall expire if not exercised within one 

year from the effective date of this Order. 

5. Application 15-I1-011 is closed. 

This order is effective today. 

Dated March17, 2016, at San Francisco, California. 

MICHAEL. PICKER 
President 

IvlICHEL PETER FLORIO 
CATHERINE J.K. SANDOVAL, 
CARLA J. MERMAN 
JANE M. RANDOLPH 

Commissioners 

I 71 
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CHUCK EATON, CHAIRMAN 
H. DOUG EVERETT 
TIM O. ECHOLS 
LAUREN 0OUBBA" McOONALO, JR. 
STAN WISE 

1  Fitity1T2Fzipii5 
EIFAH K. FLANNAGAN 
EXECUTIVE DIRECTOR 

REECE MCALISTER Drcunik 
aCRETAIMECUTIVE SECHETARY 
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May 1.1 2016 
Mr. Recce McAlister 
Executive Secretary 
Georgia Public Set vice Commission 
244 Washington Street, S.W. 
Moots, GA 30334 

Re: Docket No. 39971 	• 
Joint Request of Atlanta Gas Light Company, AGL Resources, Inc., and The Southern 
Company for to Finding That Southern Company's Merger With AGL Resources, Inc. 

Complies With Applicable Law 

Docket Nu. 9574 
Southstar Energy Services LLC1/1)/a Georgia Natural Gas; Application for a Natural Gas 

Marketer Certificate of Authority 

Dear .  Mr. McAlister: 

On behalf of the Georgia Public Service Commission, enclosed for filing please find the Order 
Adopting Settlement Agreement. 

We have furnished an electronic and/or a copy by mail of of this filing to all parties in this 
docket. 

Sincerely, 

Enclosures 

Cc: 	All parties of record (w/enclostires) 
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EXECUTIVE SECRETARY 

(georgiat Vutrtic Striiire Critaftsziatt 
244 WASHINGTON STREET, S.W. 
ATLANTA, GEORGIA 30334-5701 

COMMISSIONERS: 

CHUCK EATON, CHAIRMAN 
LAUREN "BUBBA" McLIONALD, JR. 
TIM G. ECHOLS 
H. DOUG EVERETT 
STAN WISE 

DEBORAH K. FLANNAGAN 
EXECUTIVE DIRECTOR 

REECE IVIcALISTER 
EXECUTIVE SECRETARY 

FAX: (404) 'Ci56-2341 
www.psc.alate.go.us  

004) 6564501 
(300)323-6813 

RE: Joint Request of Atlanta Gas Light Con3pany, AGL Resources Inc., and The 
Southern Company for a Finding that Southern Company's Merger with AGL 
Resources Complies With Applicable Law. 

ORDER ADOPTING SETTLEMENT AGREEMENT 

APPEARANCES: 

On behalf  of the Georgia Public Service Commission: 

JEFFREY STAIR, Attorney 
NANCY GIBSOM Attorney 
PRESTON THOMAS, Attornq 

On behalf of Atlanta Gas Liaht Company: 

MARK CAUDILL, Attorney 

On behalf oi*AOL Respurces, Inc.: 

ROBERT HIOHS1141TH, Attorney 

Docket No. 39971 
Oqler Adopting Settlement Agr..entrnt 
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On behalf of Georgia Power Comoany and 
Southern Company: 

KEVIN C. GREENE, Attorney 
I3RANDON MARZO, Attorney 

On behalf of SouthStar Energy Services. LLC 
d/b/a Genrgia Natural Gas: 

ROBERT H. REMAR, Attorney 

On behalf of Fire:side Natural Gas and True 
Naturaj Gas: 

ROBERT B. BAKER, Attorney 

On behalf of Gas South. LLC: 

D. MARK BAXTER, Attorney 
THOMAS McCLENDON, Attorney 

On behalf of Georgia Association of Manufacturers: 

CHARLES 13. JONES, Attorney 6 

On  behali•of Georgia Industrial crroun: 

RANDALL D. QUINTRELL, Attorney 

On behalf of Georgia Watch and The National  
Housing Trust: 

CHARLES HARAK, Attorney 
.1ENIFER BOSCO, Attorney 

Qn behalf of Liberty Utilities: 

RUSSELLBRITT, Attorney 

On behalf oLgesource_Supply Manatiernent: 

JIM CIARKSON 

Docket No. 39971 
OrclerAdopting Settlement Agreement 
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On behalf of SCANA Energy Marketing, Inc.: 

WILLIAM BRADLEY CARVER. Attorney 
JOEL McKIE, Attorney 

On behalf of Walton EMC Natural Ciu: 

BOTTONE 

BY THE COMMISSION: 

1. 	BACKGROUND AND PROCF.DILRAL HISTORY 

This matter comes before the Georgia Public Service Ccanmission ("Commission') to 
consider the Joint Request of The Southern Company (Southern"), Atlanta Gas Light Company 
("Atlanta (Jas Light"), and AOL Resources Inc. (AGLR") (collectively "Joint Petitioners") for a 
fir:ding that Southern Company's merger with AGL Resources complies with applicable law (the 
"Applicatioe). On December 15, 2015, the Commission issued its Procedural and Scheduling 
Order =fling forth the dates for the filing of testimony and briefs, as well as the date for hearings 
in this mutter. These proceedings were held to encotnpass complex litigation pursuant to 
O.C.G. A. § 9-11-33. The Procedural and Scheduling Order was also issued in Docket No. 9574, 
which was consolidated ..eith this proceeding for purposes of hearing, to consider the application 
of SouthStar Energy Services, LLC d/b/a Georgia Natural Gas for Amendment to Interim 
Certificate No. GM-0017 Reflecting a Change In Ownetship at the Holding Company Level filed 
on December 7, 2015. la addition, the Commission joined Georgia Power us a party to this 
proceeding. 

On December 17, 2016, the Joint Petitioners filed their Application. Simultaneously, the 
Joint Applicants filed the direct testimony of Ann P. Daiss, Gregory N. Roberts, Henry P. 
Linginfelter and the panel of Thnothy S. Sherwood, Michael J. Morley and John M. Cogburn. 
On March 15, 2016, the Commission conducted hearings on the Joint Petitionets direct case. 

In addition to the Commission Staff ("StafP), several parties intervened in this Docket. 
Interventions were filed by Georgia Industrial Grow (GIG"), True Natural Gas, Fireside 
Natural Gas, LLC ("Fireside), Georgia Association of Manufacturers ("UAW), 
Georgia Watch and the National Housing Trust, Resource Supply Management ("RSM"), 
Infinite Energy (Infinite"), Gas South, LLC ("Gas South"), Seana Energy Marketing, 
Inc. ("Scone), Walton Energy d/bla Walton EMC Natural Gas ("Walton") and Liberty 
Utilities (Liherty"). 

On April 1, 2016, Georgia Watch and the National ;lousing Trust filed the direct 
testimony of Dana Bartolomei. On April 4. 2016, tha Staff filed the direet testimony of Richard 
Baudino and the panel testimony of Toni 13ond and Lane Kellen. 

Docket No. 39971 
Order Adopting Settlement Agreement 
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On April 7, 2016, a Settlement Agreement that would resolve all issues relating to the 
Application was filed with the Commission. 1 he Settlement Agreement, .attached hereto as 
Attacluncnt A and incorporated herein by this reference. was executed on behalf of Southern, 
Georgia Power Company, Atlanta Gas Light, AOLR, Staff, Gas South, Scana, Infinite, Walton, 
Fireside, True Natural Gas, Georgia Watch and the National Housing Trust, GAM, GIG, Liberty 
and RSM. On that same date, the Commission Chairman issued an order cancelling the hearings 
scheduled for April 14, 2016 and May 3, 2016, entering the direct testimony of Georgia Watch 
and National Housing Trust witness Dana Bartolomei and the testimonies of Staff witnesses 
Richard Baudino and the panel of bine Kollen and Tom Bond into the record of these 
proceedinp, and scheduling a Special Administrative Session on Thursday, April 14, 2016 
following the 10:00 a.m. Energy Committee to coasider issuing decisions in this proceeding. 

• At its April 14, 2016 Special Administrative Session. the Commission voted to adopt the 
Settlement Agreement in its entirety. 

11. JURISDICTION  

1 his Commission has jurisdiction over Southern Company's merger with AGL Resources 
lbr several reasons. Pursuant to an order issued on February 6, 1996, in Docket No. 6295-U, the 
Commission authorized a restructuring-  of Atlanta Gas Light, a gas utility that provides 
distribution and intrastate pipeline service pursuant to the regulation of this Commission, as a 
wholly-owned subsidiary of AGLR and reserved jurisdiction over that restructuring. As a result 
of that restnieturing, Atlanta Gas Light Jetained its status as a gas utility with certificated 
operations subject to the jurisdiction of the Commission: AGLR has .an ownership stake in one 
natural gas marketer, SouthStar Energy Services LLC. which operates as Georgia Natural Gas 
("SouthStarl. Joint Petitioners have requested that the Commission determine the proposed 
reorganization to be lawful with Atlanta Gas Light continuing to own gas utility assets pursuant 
to its certificates and continuing to conduct all of its certificated gas utility operations, including 
all of its operations as an electing distribution company pursuant to 0.C.G.A. § 46-4-154. The 
Commission also has jurisdiction over Georgia Power. which is a direct competitor of Atlanta 
Gas Light and SouthStar, and is a separate wholly-owned subsidiary of Southern. 
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In accordance with, O.C.G.A. § 46-4-25(a) requites the Conunission to consider the 
following factors: 

• Whether existing gas pipelines or distribution systems are adequate to ineet ttie 
reasonable public needs; 

• The volume of demand for such gas, and whether such demand and that 
reusonably to be anticipated in the future can support already existing gas pipeline 
end distribution systems, if any, and also the pipeline or distribution system 
proposed by the applicant, 

• The financial ability of the applicant to furnish adequate continuous service and to 
mcct the financial obligations of the service which the applicant proposea to 
perform; 

• Tbe adequacy of the supply of gas to serve the public; 

• The economic feasibility of the pipeline or distribution system and the propriety of 
the engineering and contracting fees, the expenues, and the financing charges and 
costs connected with the pipeline or distribuuon system; and 

The effect on existing revenues and service of other pipelines or distribution 
systems, and particularly whether the panting of the certificate will or may 
seriously impair existing publ:c service. 

Most of these factors are more pertinent when an applicant is seeking a new certificate of 
public convenience and necessity, pruposing ea own or operate new gas distribution Facilities, or 
proposing to aerve a new area. They do not specifically address the circnmstances where a 
corporate reorganization proposes no change in a suhaidiary corporation's existing certificated 
authority and Instead proposes a change of control through the acquisition of the voting stock of 
the ultimate parent holding company. Here the change in ownership is indireet and involves 
AGLR coming under common shareholder ownership with Georgia Power. 

Section 46-4-25(b) of the Georgia Code provides that the Commission is not limited to 
consideration of the factors hated in 0.C.G.A. § 46-4-25(a). In light of the constitutional 
prohibition of legislation that "authorize[sl any contract or agreement which may hal, e the effect 
of or which is intended to have the effect of defeating or lessening competition," GA CONST. 
art. 3, § 6, 1 5(c)(1), the Commission's specific responsibility to protixt competition in Georgia's 
deregulated natural gus marketplace pursuant to tbe Natural Gas Competition and Deregulatinn 
Act O.C.G.A. § 46-4-150 et seq., and the preservation of certain competition and prohibition of 
anticompetitive practices in the Georgia Territorial Electric Service Act, O.C.G.A. § 46-3-1 et 
seq., the Commission considered the effect of the proposed transaction upon the availability of 
gas and electric utility service, the cost of service, availability of service and competing sources 
of supply as authorized and required by law. 
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Pursuant to O.C.G.A. § 46-2-20 et seq., the Commission has, inter alio, general 
supervision authority over Georgia Power. This includes the authority to examine its affairs, the 
authority to establish a system of accotuits for Georgia Power, and to ensure preservation of 
adequate and dependable electric service at just and reasonable rates. 

111. FINDINGS AND CONCLUSIONS 

After a thorough and complete review of the evidence in the record, the Commission finds and 
concludes that the terms of the Settlement Agreement are reasonable and that the resolution of 
this matter, as provided in thc Settlement Agreement, are appropriate and in the public interest of 
the State of Georgia. 

2. 
The Commission finds and concludes that Southem's merger with AGLR complies with 

applicable law and should be approved subject to the additional tCrms and conditions set forth in 
the Settlement Agreement that shall become obligations of the Joint Applicants, as well as 
Georgia Power Company Fid SouthStar following completion of the merger. (Settlement 
Agreement, paragraph 1) 

* 

WHEREFORE IT IS ORDERED, that the Commission hereby adopts as an Order of 
this Commission, the Settlement Agreement attached liereto as Attachment A and incorporated 
herein by reference. 

\ ORDERED FURTHER, that all findings, conclusions, statements, and directives made 
by the Commission and contained in thc foregoing sections of this Order arc hereby adopted as 
findings of fact, conclusions of law, statements of regulatory poliiy, and orders of this 
Commission. 

ORDERED FURTHER, that a motion lbr reconsideration, rehearing or oral argument 
or any other motion shall not stay the effective date of this Order, unless otherwise ordered by 
the Commission. 
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ORDERED FURTHER, that jurisdiction over this twitter is expressly retained for the 
purpose of ente.ng  ouch further Order or Orders as die Commission may deem just and proper. 

The above by action of the Commission in Special Administrative Session on thc 14t1. 
day of April, 2016. 

Chuck Eaton 
Chairman Lxecutive Ser.retary 

Cate 
	

Date 
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SCITIA4F.NT ACtiEEMENT l'OR DOCKET NO. 39971  

The Southern Company ( 'Southern"). AtIsnta Gus Light Company ( Matta Gas Light"), 
.tod AGL Resources lac. ('ACJI.R") tcolhmively "Jnint Pciitioners *), Otcrgiti Power 
Company (Oorgia Powct"), the Gewg:a liaibliC  Stu vi Corandssion Staff, Gas South, 
(.11; SCANA 	Marketint, 7.:1c., Infinite EnIrtri, 	W-Aton finery tt/hta Walton 
E64C Natural Gr.%, rose iNiatraal Gas and Firesidt, Alatical I. las, LI ,C ZI;itee that 
Southern's merget with AGLR ttbe"Mental complies with apr•licahle law and shmdd 
he imurtwed mica to she tollowiug additional tedna teat conditiom that shall become 
obligations of the Joint Poiticmets. as wešl as Georgia Pr. tver Company Cfleoigia 
Pewee') tttul SouthStar Energy Services LLC. d011a (eorgii 	total CrAs MNG"), 
Wowing tlte completion or the al.:fuer. L he Notices of Change in Corporate Ownershtp 
ow l,y SurahStar shall likewe,c appioved. 

The Merger shall not cause Geolgia Power or Atlanta Gab Lit o operne, ut any floe, 
iou uneum that banns their respectite turd orters. 

,:• 	Me, ger Transnetion Costs' arc Pot recoverable through the ....new!. ing process. 

b. Georgie Pnw.:r anal Atlanta aa Lilht shall continue to devote resources 
new-nary to n.aittatin citrent qervivc quality ATI reliability levels and standards 
under --A tiaj, Commission oril= ;Dockets 1190, I 4;293, et 	cc 83 standards 
are mudifird ;:t ;Untie procee6ings by the Ccminission. Adafita Gas Ught shall 
continue to Le subject TO and Aall comply wIth nil State and Federal Minimum 
Pipeline 3afety Requirement 

c. Neither 	custs tam fan value its c..:cess of eet book value is recoverable 
through ratemaking loroc.tss and neither riet;:gia Potan• nor Atlanta Ow T.igh will 
seek to ret.over =eh costs etrough the +Act takiag toss A1i Goodwdl than be 
tccerded at Southern nod sitali not be "'Pushed Down")  buyoud the 

aeconoting !itti poses. AU fair valne in excess or rel hook val,:a shall be 
nit:onkel at AGM. 

Neither Goodwill nor lair value in excess of net hook vi,lite shall De "pushed 
down" to 'he replated 	level !or accouramz pnrposes; antl, tit:n(0re it shalt 
not be :nchatlet/ id any ratc b Ise t"orts. opeinting expenses. ot in the cost of capital 
to eny fame:: Ceorgiu Pcwor or Atlanta Cras Tight rate proceeIng, ote plan, or 
rcgt dater)* monito,infilrettra ti. lg. 

I  A:: -114.11iasuatiuss asp! Ti.ittsr..on Cost.; 3re def1.50 	poNialed in ..al,•czten g herein 

i : 	i t 	 the ".sc ,1 of lite plir 4ny:!:rieu nver lls 	h..nsitn, dui. nevi; ewgouly, 

' 1,1 IN Ds :en 	45.,ssit 	..d es socardwit Covsl,; ail 	en.: I ;eta.? , :4ot- 	of in:on so 
ws  .4). 	vo•.7„ ges  Asittnn 0f :inter n•in.sg.i;:e az.lets n.asko 	 'n :psoswn 	.41,5  • rum..•in 
• •io•ty gm:4 

Nes. 3071 Pt r'',74 
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e. All Merger Transaction Costs sltall be recorded by Southern and/or AGLR. No 
Transaction Costs 411,111 be charged or allocated to Georgia Power or Atlanta Gas 
Light for accounting potpies except as in ovided fur herein. 

f. No Merger Transactien Co, is shall be included in arty rate bait: costs, operating 
expenses, or in the eitst of capital in any future Georgia Powta or Atlanta tias 
Light rate proceeding, rate piaii. or regulatoty monitorinWroporting. 

g. lvlorger Trnnsaction Costs shall be defined as "costs incurred in pursuing and 
executing the merger." (response to' sTi,  3-1(1)) and shall indode, but ore uot 
limited to. 

i. 	Legal, consulting, and other professional advisor costs to 'nitiate, prepare, 
consummate, and impletnent the merger, including obtaining regulatory 
approvals, and compliance with regulatory conditions 

nebranding AGLR rind affiliates as Southein Company affiliates' 

Dircetots and Officers ("D&O-) tail insurance 
• 

iv. Executive change in control (sevesance) costs 

v. Executive retention agieement costs 

I t. 	No Merger Transition Costs shall be included in any ride base costs, operating 
expenses, or in the cost of capital in any future Georgia Power or Atlanta Gas 
Light rate proceeding, rate phtn. or regulatory monitoring 

Merger Tiansition Costs shall be defined o3 costs incurred to combine and 
inteetate opetations of Southern and AGLR after the Mer..;er closes. Merger 
Transition Costs will be ineunz.d prior to and following the closing of the Merger. 
including expenacs'incurred to align differing technology platforms in support of 
the combination and integration of operations between Southern Company and 
AGLR.4  Southern and AGLR will account for and track Merger Transition Costs 
separately using manual cost tracking techniqttes and by utilizing; specific 
accounting codes to identify these costs before the merger closing and after the 
closing 5brough December 31, 2019. 

Metger Savings shall be defined aa savings achieved as a result of combining and 
integrating operations cif Southern and AGLR before anti after the Merger closes. 
In determining Merger Savings, parties shall utilize the methodology used in the 
Concentric atudy filed by AG1.0 on December 9, 2013 in Docket No. 31647 to 

Cosi incumrd tri the ordinary emirs.: of both or either Georgia Power's or Atlanta fias Light's boiness that would 
have heen ircuned by either or Limit companies irrespective of the merger, including but not limited or tedinolligy or 
automation upgrade; or improvements and/or functional itotganizations, shall be conwlered norther frausection nor 
fonsition Costs. To the extent that parties disagree as to the proper designation of coy 	the Cominission shall 
loaf,/ 	tleterntin.inon. 

Dockat Nos. 39.971 & 9574 
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calculate th.c Hicor merger savings in Docket No. 31647. except as modified in 
this Stirothnion 

Nct Meiger Savings Anil be defined as the difference between Merger Savings 
2.ted M•:rg.:r '11 ausition Cnss. 	Ioweer, 'Net Mes•gur Savings shall iiever be 
aegative. 

The Joit.;. Appt:Caiits will take reasonable 4nd pauleni ;:teps 	iotegrate the 
Companias and iduaify aqd implement erileienein r.rd cost savinga. Neither 
Creorgia i'uwer nor Awuna Cs Eight shad seek meovery f any 'Transition Costs 
hammed. Geolgia Powet ai:4 Atlanta Gas 1.nthe shall b.: all..exul to retain the 
entimy of the actual Metpr tlavit.gs  achieved in uaeh of the time calendar rars 
following the merger. IVI.owhig :he initinl three years, ii".1 Mengel Savings thall 
he shared on a 60/411 basis between rinepayers and ti.e eximpunies for an 
arldi'ion-il three rm peei.i. Thereafter. all Merger Savings shall he flowed 
through to customers of Georgia Power and AtIanta Gas Light either throat:h b:ise 
1 AU:s .n through 4 sii,crdtt ride{  

Ge.ngia Power red Atlanta Gas Ligat e.11 ghall file at  the end of the  fit..L 4wi1u 
s'ollowing iota full calendar yeals folio ling Ow l4gger closing, a report wide 
deatile4 

i. 	Girith‘q11 Co•,is and lair value wte-"ps in 4.MCells of net bot:14. valtez by 
lcceuntistecaccount recorded on iN aowitieg books. if any; including, 

timAed to. any charges from either 3riuthern Company Services at 
AGE. Serviees Comp my; 

Mrs•gcr TiansaeLon Costs oy account'subncivint rcloided on it:: 
L,c,entindng baolz, šfawy. ;minding. but nut liinite4 to. :..ny chargea rann 
-Adler :Iouthem C snriny Services or AGL. Serlicc; CernprAy; 

iii. 	W.:4er 'Iran' Won Cosis. ay accounn'sobcxer,en tecadcd on its 
accuoutinp h..aka, inclading. hut trot limited I., r.ay charges from either 
Southern Company S.:rvices ar AOL Services Company; 

iv 	Calculation and detonmaation of Merin Savings and MIt Mei ger 
Sm:ngs. including ail asuntiptions, d ttn, cnleulutions, electronic 
wnettlareis eit otmulas Ltaci. awl other soppo(r, 

Staots of the merger sad rcoroaniration piocess infecting AOL.R. ttl 
Sunthi•rn. Southern Company *erviee.s "SCS*1. AGL Service Compan) 
("it 0 BC"), Georgia Power. ni:d Atlar:ta Gas Light envzring tEe 
FolloM:iguzte3orkis: 

Orgur.indon Slalom; F..cerAitivt: M: ilarmerit. rod whet changes 
hi Ilk: 12 ftnizti.):4t1 ucut beiow., with party:viz :iter.'imi to departments, 
pusitums andf,v 	enrsohdated antikr eliminawd: 

tcket NI-- 39971 9574 
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1. Lcgal 
2. Finaiwe 
3. Aet,ounting 
4. Exteinal Affairs 
S. General Counsel 
6. Gas Supply 
7. Envirorunental 
8. Infurmation Technnlogv 
9. Human Resotucos 

10. Mnr1;ating 
I. Supply Chain 

12. Georgta Regulatcd Utility Operations 
b. Affiliate t:ansactions 
c. Distribution inahlenance 
11. Customer billin3 
e. Customer service 
f. Accounts payabk 
g. Cash managenwnt 
h. Procurement. 

h. 	Prior to January I, :.020, AOLC shall absorb all Merger Transition Custs ziiid 

shall retain 100% of Merger Savings. 11 AGLC files to incr.ase base rates for 
1-*.tcs that will be effective prior to January t, :020, all Mailer Tiansition Costs 
and n11 Merger Savings shall he excluded foam the test rat% Effective January 1, 
2020, 60%.  of Merger Savings shall be returned tu tatepayers via a surercdit tor 
three years or until such savings can be incomorated into brim: rates in the next 
Atlanta Gas Light base rate proceetling and 40% of Merger Savinga shall be 
natained by Atlanta Gas Light for the sumc period. At :he conclusion ot this thiee 
year period. ratepayers shall receive 100% of Merger Savings 

•:. 	In futtherance (A- scenting zei agreement on the merger,application, and in light of 
the Met that this merger presents the unique comhinntion of an electric utility •and 
a gas utility hoth under the junsdiction of this Commission, the current 2013 
Georgia ,Postcr accounting oilier shall continue in effect without further ratc• 
adjustuu..nts under Paragraph 6 of Attachment 1 of that Accounting Order until 
December 31. 2019 and Georgia Power shall file its next retail rate case, or 
iequest for an accounting order, on July 1, 2019. For purposes of calculating the 
ROE in the annual survcil:anee molts for each year, none of the Mciger 
Transition Costs or Wager Savings shall be included. Georgia Power shall 
absot b all l`rlerger Tiansition Costs and thall retain 100% or Merger Savings. The 
funding provided in Paragraph 21 of A ttaehmimt 1 of that Accountini: Order shall 
continue during the 3 year continuance and may be used irir capcit assistance in 
reviewing annual surveilLaice filhies and compliance Ath this order. GPC _thatl 
file a tate case on July 1, 2019 fei intes to be effective humary 1. 2020 with a test 
year beginning Annus!. 1, 2019. No Merger Transition C.asts and all Mergo 
Saving.s shull l!tt reflected in the test year and in the forecasts of rtny yeats in a 
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,,reporr:d accounting ruder. Effective Jamey 1. 2020. and for qtree years 
thereafter. 60% of Iviergcr Sit9ings shah he returned to tatepayers vin Inse tales or 
it sums:flit and 40% of the Merger Savings shah ;:e wailed by tieor%ia Power fot 
the sante period. At the conclusion or this three year period, ratepayers shall 
receive 100% of Merfier Savings. 

Increases in Cv.-dit Corte directly related to the merger shall not htt i;•co,:ered ettot.glt 
moan:slang To:coos. 1.2eorgia Power and Atlanta Ciao Light shail t...port uny faulty 
downgrades in tueir ere.lit guiltily, or the erccitt qualuy nf Southern, within 20 ciao of 
tea,  a dmnigrade. along with on e.tplunation of the.: 1.1,43 for silo dowilet richi, th, the 
Cud-mi.:ohm to evaluate tinder the eiMILIISisalCc: at the I'm:. 

Affiliate Transaction Standards 
Tito Affiliate Totasaction Standards approved by the Cumnission for Georgia Power in 
tiodet i4o 9335-1) shall llso appll to Georgia Power's intemetions with Atlanta Gus 
Light ur any otl.or ÁGL Peyton:es subsidiary. Additionally, Gcirgia Power ihnll corrnly 
with the follow:nit Pat.:Units frorn the SCS 2016 Cyst Aecountibility Tod Cant,ol. httnualfr 

1. 	o Attipa.r, rd the Srmtb,mt symem or MR, dam?, may 
tater ir.:o a uansoction which would result in du; finaw:'.al 
wiisklum.ion of an iflitite ontpetty in viulatka r.r 

:I:AC or PSC reurietions, 
Managets ii .Aitating dffilare transections ale prinked) 
responsible fur cam lag that the trinsautions tne 
appropriately priced and billed in accordance twill this 
policy. 

3 	1 he Comptrollet ol c.tch systeat Lump-my :_tr is.C.L affiliate is 
iesponsdile for overseeing pricing •e...d :Alias for affiliate 
treavtetieus ",riwhich the Contpuoiler s cowl:fatty youliciptes. 

4, 	1. he sygent's Comptroller organilations wtI orovide 
.e>siatance 'a manage:a ir pricing and billing affiliate 
nanstactions. Managers are extrechal to consult 	ilt the 
desagmned contacts in e. e CrAtptroller organizeiions for then 
companies befo.e erwring 	affiliate tranorctions. 

5. 	The SCS Comptroller is respcinible for oversewn and 
*-000limiting the system's :uliliate umsv.cti.tri prieing and 

• vt 	 ,ts 	 41 et- 14 U.-OW:1011 qtratry, tort of now ist..,.tin fev 	411:1:1/4 

;et Ate •-t any down (taint; ra remove 	..:sdit 73tdint 	y-RtK,;.c 
a:4; mdtr..„ct.tirtin t;erv.: as .ielt as 6: ett"..t.is :Tut* iiicieaSct tn comr..co ;:ttety r...en clean or 

r yttaliza i•os 111.4s are inutsttred :.•,:tely on ,he hitec sr the cto of capital to i*.te Wig" 	 rd 
o 	an‘acuou 

2015 	, xtholta 	t:unisna ribumi evAtor wi.zynAeted in inponseio sTr.I.; •••• mit 1c4,111 
ltt 	10177. 	"I. ' 	nett .11 	t,not tag tido. fit.11-b1 - 	al, •I• t mr. 	rtnt;cy aud ouf, tomes  

Arflit.ny rtarr,f.u. 	latdv-Ans n 0,roi.ttit 'n" 	n..3111 	it - .fiCS Af,ti,ie Iparro...,, 
I. 

G 	1,1CL. 39`01 Pt 9574 
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bilin pinctices, and. ir  necessitiy, is the Arbitrator with 
iespect iu system cost allocation issues. 

6. Where appropriate to implement this policy, sysiem 
companies or AGL affiliates should put iit place. and adhere 
to iinlividual company procedures consistent with thi; policy. 

7. Each SCS Leadership Council member is accountable for the 
proper billing of the products and services produced in 
hisfher organization Ui acconhurce with the Southern 
Company 

3. 

	

	Each SCS Leadership Conned member is responsible for 
educating all appi opiate peisonnel in :heir respective 
organization with record to the policy. 

t 	Atlanta Gns Light shall continue to lite Affiliate Transaction Reports with the 
Conmussion, but shall now include any Southern aftiliatc.s rind conts after the Merger 
Transaction closes. Prior to making any changes to affiliate Tnuisaction Cost allocations 
and repotting, Atlanta Gas Light representatives shall meta with the Staff to discuss any 
changes in AGSC allocation methodologies and teport mg 

Thcic shall be no sale, pm chase, hamster, or loan of Atlanta Gas Lida or Georgia Power 
assets to other AGSC or SCS affiiiates without Commission approval. 

iviarket Conditions 

a. 	ENcept as otherwise provided herein; or as might later be amended by statute, 
regulation or by older of the Conunission, all of the affiliate ttansuction 
requirements set for in the Interim Certificate ()tiler of Southern Company Gas in 
Docket .15535 shell apply to interactions between Georgia Power and (3NG. 
Atlanta Gas LiOt shall continue to comply v‘ith the standaids of conduct under 
0,C.O.A. 46-4-159, end: 

1) No cross subsidization will occur between (ìeorgia Puwer and 
GNC. 

2) ONG will file a copy of tiny "Services Agreement" between GNO 
and SCS with the Commission (Trade Secret) 

1) SCS cost allocation factors for GNG shall be tiled with the 
Cuitintbsion. Costs incurred by SCS related to ONG should not be 
passed on to thc custotners of Georgia Power (Tntde Secret). 

4) No eustomer information maintained hy Georgia Power or Atlanta 
Gas Licht or GNG shall 	shared with each other. No customer 
informatien maintained by SCS shall be shared s:vith GNG 

Docket Nos. 39971 & 9574 
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kny GPC rebates or nolicics to expand its electric system will be 
arplied ermsistently throughout flitVg service territory psgerdlees 
of the )zas surilier(s) 

ti) 
	

(WC will e•nitinue its practice of riot iropleineuting polices :bat .tre 
#.1et..)nr,mie tn its electric custonw irise with tht soh; et prtneit,al 
•outpusc of lowest:1:g gas sales. 

7) CRC witl ilat ;,ppose any efforlib AGL, any gns disttibution 
td.nnpon. oi any suarketors to adupt 1.^.hate plawain, to encourage 
the end use of gas appliances or ro expoid Ilse gas distribution 
actwot k. 

is) E:dsung alter:state pipeline and swage canne;iy tmd other a.;,et,. 
unmoved in the capacity supply plan and alioected to the MAIL:mu 
aces:1)&41 i O.C.O.A. 46-1-1.53 ..11:01 not be nec,atively anpacted 
by the merger. AGL will continue to ivork whh 	maketcrs to 
emaire tiansparency in the copeuity supply -,slanninb ptoccss, which 
will tnsure Hutt the pleating pineess i for the benefit of firm end-
vse customets. itCrt. euntraits to erthaa a %Vol MAW group that 
imitates tem esentatives of the certificatad marketers tad the 
cotomisson staft with whom to conssilt tsetween Capacity Supply 
Plan proceedings on interstate capa.Aty and storage issues. All 
theme ebanvs to the army of interstete capacity, storage or other 
as.ds tequired to serve Atlanta Gas Light's obligativis muter 
OLGA 16-4-t C5 and tts miff will he reviewed and app:ow...d hy 
the Cetunission muter the Atlanta Gas Light's triennial Capacity 
Sum!? Plan preceduns. Altana (las LiOt may continue to 
prude,ttly ::xpscd its intrastate distribution facilities anti vrviees to 
nrct its then etatem and foreevted oblilation to serve all va:utal 
gas Lit:tom:1-s :hider its tariff or .ather dedicated prograras as 
approveo by cite Cotrrnir.sion 

A) rtM" may condnuo usc rebates to encourale the use of electric 
end ube moducts hy its cust-me-s to lower cats to halividnal 
rusmcis and to benefit tha el tets;c srae.a. GPe7 may commie 
itt hne exiLasion 11471iCns C11:f those plic.as :mitt!! 'it "nit ckctric 
eommunitice or all eLscts'c tamitacicial 4eve:epe.ents when that 
j•:stilics the invoshm.nt tlia line exianc'on sad keeps prices down 
for all ctlyx electric umaitrias 

h. 	to add:iicei to the soart..t concitint,3 	itixi obove. the Additiov,s1 Maiket 
Oieditio.ts •••el forth betow Anti remain in t..fieet tit,til :nd ituless litodikd by ttv: 
Cs-salmis:jou: 

Dficto.t ti 7.i. 1971 RA OV4 
l'etnotoT aerecut 
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GPC will not use its billing system to offer to ONG 
coinbination billing for electric and gas service. 

GPC will not use the GPC sales team to conduct joint sales 
culls with GNG or cthei wise t'avor GNG as the marketer of 
choice. 

GPC will not use its economic development group to 
recommend or cm:outage the selection of GNG, or any 
particttlar gas marketer, as the marketer of choice 

Neither GPC nor AGL will provide advance notice of 
pending =tomer additions to GNG in ary7 muzner 
inconsistent with Conunission rules pertaining to AOL. 

GPC will not use its call center to encourage the selectiott 
of GNO its an aftil hued gas rmakeicr. 

GPC call centers and customer service representatives ìtili 
not express a recommendation for Cirg3 or any pai ocular 
gas motketer for gas r.ervice, but may dimet electric 
customers to All Conoect. or a similar entity, or to the 
GM or AGL website for gas marketer and Vs service 
options. 

CPC call =Las and customer service repret.entatives will 
not volunteer that GNG ts an Milli:ft of GPC, but will bc 

uthrtil if specifically asked by a customci. Awl even then, 
will not encomage the selection of ONG ns An affiliated gas 
!nut keter. 

GPC and GNG shall nut co bland with the other. including, 
but not lintited to• joint use of logos or refetences to the 
other in their print, radio, tclevkion or electionic 
advertising IN on.their web sites. 

GPC will not conduct joint marketing with GNG throngh 
the use of bill inserts. 

No earlier than three yeins following tlw closing of the Mei ger, any party hereto 
or Staff may petition the Cornotission to conduct a proceeding in a separate 
docket to consider whether the Additimal Market Conditions should bc 
continued. modified ur extinguished. The Commission will iNsne an order in that 
docket settine Ibrth its. findings within six mouths following the filiog of such a 
petition. 

Pcp:Itet Ncs. as9716 9574 
Settlement tweeinent 
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t he Additional IvIarket Conditions are not a judgment on the effect, if any. of the 
Magri on the existing or finure matket, and will rot be construed as preetalent in 
deciding whether the Additional Market Conditions should be coati/meth 
reedilkd or extinguihhed. The Ptutieb have agr‘ed to 'haze tiional Market 
Conditions solely for the prpose of permitting the Merger to go forward while 
permitting :he Commission to devote ailequate dine to fully examine the effect. if 
any. the :qrager may have on Georgia niatk:4 conditions. 

c. 	Atlarmt Cas Lit;in and Georgia Power shall continve to openly, as two :rep:rate 
regnisted utilities under septirtee ovelsiglit by the Commission. Them .than be no 
•Ini,iw tut condlict 	between the 	ntiliOcs 	to 	lessen the existing 
ontwitivekontestable musket conditions, anti ct,:h LLIiIiPV:0.4 not mkt/ thoit 
the ...vallability of its products or services in a manner that ....maid be reasonably 
construed as an attempt to limit cuztorner choice for the bandit of t;ie other 

Atlanta Gas Ligt.t and Georgia Power shall ca4h sepratay apply clitctitt to 
determine whether to expend its facilities consistently i'aroi:gliont its respective 
servic:: territory, without undo dimrintination 

c. 	Athuita Gas LiOit will continue to (mover cozts under RiiIe. 7 S pi.d 13 t,f *as 
tv:ifr, as the Om:mission luny !nudity fon; time to time. klelit;onel cepit.tl or 
fl M investments to extend its seiviee territcPy or otherwl.le w e.pund the 

. apr.cirv or improve she performance ot its distribution syetein will be r-covered 

.inly tinder additional progrants approved by the Conunission, including other 
pinviomp 3 of tl•e Atlanta Gas Light's tariff where plant placed into •.ert ice is 
added to Mama Oa: light's rale base. 

11,c cutrent '.;equent &set Maned meat :weernelit will be extended for a oeriod of thiee 
additional yeats until iVinrell 24120. 11.e Sequent extension wilt be on the sarne existing 
terms awl conditions and will includo a piovision that either the Commission Sorff rzr 
Sequent may Neck to iencgottata Oze !eons sboutd ihe zuistas untier manor:meat 

chaitzs z. a testa of any isuciveiling eavwsty supply plan approved by the 
Coinir...ssion during T he extended terin. 

(SIGNATURES olsi FOL!,OWING PAGE] 

Nrket Nos 11.i 'at 741.)574 
lietroment nem:moot 
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Title: 

AOL tosouRcas INC. 
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‘..."— 

Title: 	Ti  
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GEORGIA PUBLIC SERVICE COMMISSION 

Jet ery Stair, Staff Attorney 

Title: 

GAS SOUTH, LLC 

	

By: 	  

Meredith Hodges 

Title: Vice President of External Minks and Human Reso 

SCANA ENERGY MARKETING, INC. 

	

Ey: 	  

George Devlin 

Title: Vice President 3: General 1Vtanager, SCANA Energy 

INFINITE ENERGY, INC. 

	

Ey: 	  

Dann Cook 

Title: Chief Emotive Officer 
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GI:OR:31A PUBLIC SERVICE COMMISSION 

1 

lel rei y Slaw, Starr A tturnzy 

tiAS SOUTI LI.0 

13v. 

l% lei ectith Iodgi 

I Me, Vice President or Emernal A fiairs rind Human Resources' 

SCANA ENERGY MARKIiTING, 

lir 	  

tieorgt: Devlin 

vice Pit:sirloin & Clencrul Mmtger, SCANA Energy 

:NEINrrif ENERGY, INC. 

Chief Executive Ofilf:er 
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WALTON CisIRRGY dibla WALTON V2AC1ATURAL GAS 

Lty, 

Jim Bottone 

I ille: 

IR ES1DE NATURAL GAS, LLC 

Dan II. it 

Title: 're:sick:in anc Cpc. 
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CERTIFICATE OF SERVICEP 
DOCKET NOS. 39971/9574 

IN R.E 

JOINT REQUEST OF ATLANTA GAS LIGHT 

COMPANY, AGL RESOURCES INC., AND THE 

SOUTHERN COMPANY FOR A FINDING THAT 

SOUTHERN COMPANY'S MERGER WITH AGL 

RESOURCES INC. COMPLIES WITH 

APPLICABLE LAW 

AND 

SOUTIISTAR ENERGY SERVICES LLC d/b/a 
GEORGIA NATURAL GAS; APPLICATION FOR A 
NATURAL GAS MARKETER CERTIFICATE 01? 
AUTHORITY 

DOCKET NO. 39971 

DOCKET NO. 9574 

I, the undersigned, do herewitlicertify that I have caused to be served the required copies of 
the enclosed Order Adopting Settlement Agreement All parties are being provided an electronic 
copy: 

Reece McAlister 
Executive Secretaty 
Georgia Public Service Commission 
244 Washington St., S. W. 
Atlanta, GA 30334 

David Weaver 
Director Regulatory Affairs 
Atlanta Gas Light Company Resdurces 
Ten Peachtree Place, 1 S Floor 
Atlanta, GA 30309 

Joseph Monroe 
SouthStar Energy Services LLC 
817 W. Peachtree St., NW 
Suite 1000 
Atlanta, GA 30308  

Brett Newsom, Director 
Regulatory Affairs & Call Center 
Senna 
3344 Peachtree Rd. Suite 2150 
Atlanta, GA 30362 

William Bradley Carver 
Hall Booth Smith & Stover, P.C. 
191 Peachtree Street, NW Suite 2900 
Atlanta, GA 30303 

Robert B. Remar Esq. 
Roger & Hardin LLP 
2700 International Tower 
Peachtree Center 
229 Peachtree Street, N.F. 
Atlanta, GA 30303 
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DOCKET NOS. 39971/9574 

Mark D. Caudill 
Vice President MCR Performance 
Solutions, LLC 
3290 Commons Gate Bend 
Berkley Lake, GA 30092-4946 

Roben S. ilighsmith, Jr. 
Holland & Knight 
One Attantic Center, Suite 200 
1201 W. Peachtree Street, NE 
Atlanta, GA 30309 

Lam: Kollen 
Vice President 
.1 Kennedy and Associates 
570 Colonial Pads Drive 
Suite 305 
Roswell, GA 30075 

Brandon P. Marto 
Drew Wooldridge 
Troutman Sanders (Southern Comp:1y) 
600 Peachtree Street, NE 
Suite 5200 
Atlanta, GA 30308 

Kevin Gmenc, Esq. 
Troutman Sanders 
Nations'lank Plaza 
600 Peachtree Street, NE 
Suite 5200 
Atlanta, GA 30308 

Harold T. Judd 
244 N. Main Street 
Concord, NI I 03301  

Dan l lart 
Chief Operating Officer 
Trae Natural Gas 
807 Collinsworth Road 
Palmetto, GA 69268 

Robert B. Baker 
Freeman Mathis & Gary. LLP 
100 Gallcria Parkway, Suite 1600 
Atlanta, Georgia 30339 

Charles B. Jones,111 
G. L. Bowen, Ill 
Georgia Association of Manufacturers 
The Hurt Building 
50 llurt Plaza, Suite 985 
Atlanta, Georgia 30303 

Michael J. Davis, President 
FiieSide Natural Gas, LLC 
2655 Dallas Highway, Suite 250 
Marietta, GA 30064 

Georgia Industrial Group, (GIG) 
Randall D. Quiritrell, P. C. 
999 Peachtree Strad., N. IF.. 23"1 Floor 
Atlanta, Georgia 30309 

Jetty Pollock 
J. Pollock Incorporated 
12647 Olive Blvd., Suite 585 
St. Lolli3, Missouri 63141 

Georgia Watch and the National Housing 
'trust 
Liz Coyle, Exccuti ve Director 
55 Marietta Street NW, Suite 903 
Atlanta, GA 30303 
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DOCKET NOS. 39971/9574 

Jenifer Bosco, Esq. 
National Consumer Law Center 
7 Winthrop Aq. 
Boston, MA 02110 

Drew Wooldridge 
Drew.Wooldridge 
Troutman Sanders (Southern Company) 
600 Peachtree Street, NE 
Suite 5200 
Atlanta, (3A 30308..  

Jim Clarkson 
Resource Supply Management, Inc. 
1370 Walcora Drive 
Sumter, SC 29150 

Mark Baxter 
Stone & Baxter LLP 
577 Mulberry Strcet, Suite 800 
Macon, GA 31201 

Thomas T. McClendon' 
Stone & Baxter LLP 
577 Mulberry Street, Suite 800 
Macon, GA 31201 
tmcclendon@stoneandbaxter.com  

Peter Bouxsein 
Manager, Regulatory & Financial Reporting 
Liberty Utilities (Peach State Natural Cias) 
Corp. 
175 John W. Morrow Jr. Pkwy 
Gainesville, GA 30501 

Russell A. Britt, Esq. 
Hall Booth Smith, P.C. 
Suite 2900 
Atlanta, GA.  30303 

Shannon Pierce 
Director Regulatory A fThirs 
Atlanta Gas Light Company 
Ten Peachtree Place, 18th  Floor 
Atlanta, GA 30309 

Charles Barak, Esq. 
National Consumer Law Center 
7 Winthrop Aq. 
Boston, MA 02110 " 

tvleredith W. Hodges 
VP of RR and External Affairs 
Gas South, LLC 
3625 Cumberland Blvd, Suite 1500 
Atlanta, GA 30339 

Respectfully submitted, tin& day of 
May, 2016  

Attorney 
Georgia Public Service Commission 
244 Washington Street, SW 
Atlanta, Georgia 30334 
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REQUIRED CONDITIONS OF APPROVAL, 

Each of the conditions enumerated below has been approved in the Order in this docket 
to which this Appendix A is attached. implementation of each condition shall be 
consistent with the stated rationale for such condition, as explained in the Order. Where 
any specific details of implementation are set forth in the Order, implementation shall 
include such details. 

Emplovment/UnionISafetv 

1. Nicor Gas shall maintain, for a period of three years after closing of the 
Reorganization, 2,070 full-time equivalent employees CfTEs") working in support 
of Nicor Gas business, and shall maintain, for the same three-year period, that 
same level of FTEs working in the State of Iliinois. Nicor Gas shall also honor 
and abide by all union contracts in effect prior to completion of the 
Reorganization. 

2. For a period of two years following the closing of the Reorganizaton, the Joint 
Applicants shall rnaintain in Illinois the current number of FTEs - 51 full and 24 
partial - in the following areas: Corrosion Control, the Technical Compliance 
Department the Locating Services Department, the Transmission integrity 
Management Program, and the Distribution Integrity Management Program. 

3. For a period of two years following the closing of the Reorganization, the Joint 
Applicants shall maintain in Illinois management personnel directly responsible 
for the day-to-day supervision of the positions identified in paragraph 2. 

4. For a period of two years following the closing of the Reorganization, the Joint 
Applicants shall maintain in Illinois the current level of training and quality 
assurance programs for compliance monitoring activities. 

5. For a period of two years following the closing of the Reorganization, the Joint 
Applicants shall meet with the Comrnission Staffs Pipeline Safety Prograin 
Manager, or his designee(s). to discuss any proposed rnaterial change(s) to the 
job duties for any of the positicns identified in paragraph 2. 

6. Nicor Gas shall petition the Commission 90 days prior to the end of the two-year 
period to determine whether Nicor Gas' performance concerning pipeline safety 
issues is reasonably comparable to pre-reorganization levels at Nicol.  Gas, or 
requires an extension of the commitment period for the items identified in 
paragraphs 2 and 3 beyond two years. 

7. Nicor Gas shall review (he petition and pipeline safety performance with Staff 60 
days before Sling the petition identified in paragraph 6. 
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' Financing/Cost of Service 

8. If at any time within a three-year period following the date on which the 
Reorganization is closed, any proceeding ,involving Nicor Gas rates is initiated, 
and insofar as Nicor Gas' cost of capital is addressed In such proceeding, Nicor 
Gas shall file a study analyzing the impact, if any, of Nicor Gas' affiliation with-
Southern Compahy and its other subsidiaries on the cost of capital of Nicor Gas. 

9. The Joint Applicants commit that, to the extent necessary, Southem Company 
and/or AGL Resources shall provide sufficient capital to Nicor Gas to fully fund its 
capital plans as described in the five-year capital plan submitted in this Docket. 

Charitable/Civic 

10. In fulfillment of the overall goals of Section 7-204 that the Joint Applicants be 
committed to maintaining Nicor Gas' pro-active 'stance on supporting economic 
development in Illinois, the Joint Applicants shall continue such activities, at a 
minimum, at the same level as Nicor Gas' current commitments to various social 
and charitable programs throughout its Illinois service territories. This condition 
does not create any presumption of reasonableness for the recovery of expenses 
related to charitable contributions in any future rate case as such expenses will 
continue to be evaluated for reasonableness under Section 9-227 of the Act. 

Costs/Savings 

11. AchieVed savings at Nicor Gas resulting from the proposed Reorganization if 
any, and any additional savings resulting from the proposed Reorganization that 
would otherwise be recognized under 83 III. Adm. Code Part 287 or prior 
Commission test year rulings, if any, shall be flowed through to Nicor Gas 
customers as part of costs associated with the regulated intrastate operations for 
consideration in any future rate case involving Nicor Gas. 

12. The costs incurred in accomplishing the proposed Reorganization shall not be 
recovered through Illinois jurisdictional regulated rates in this or any future 
proceeding. For clarification, the "costs incurred in accomplishing the proposed 
Reorganization" are Transaction Costs, Change in Control Costs, Financing 
Costs, Separation Costs, and Legal and Other Professional Costs, which shall 
not be recovered through Illinois jurisdictional rates. 

0000347 
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Accounting/Reporting 

13. The Joint Applicants shall file the final disposition of all journal entries on e-
Docket. 

14. The Joint Applicants shall file a compliance report following the Reorganization, 
which shall include copies of post-merger Nicor Gas credit facilities; a complete 
copy of this filing shall be delivered contemporaneously to the IVIanager of the 
Commission's Finance Department. 

Affiliate Related 

15. Nicor Gas shall continue to abide by the Conditons set forth in the Commission's 
Order in Docket No. 11-0046 pertaining to the terms, conditions and 
implementation of the Operating Agreement and Services Agreement 

16. Nicor Gas shall conduct an annual internal audit of the Services Agreement, in 
the manner set forth in the Order in Docket No. 11-0046. 

17. Nicor Gas shall conduct a triennial cost study of the services provided under the 
aibrernentioned Services Agreement, in the manner set forth in the Order in 
Docket No. 11-0046. 

18 	Nicor Gas shall make an annual filing of a Billing Report for the aforementioned 
Services Agreement, in the manner set forth in the Order in Docket No. 11-0046. 

19. Sequent Energy Management, LP will not be a party to Nicor Gas Operating 
Agreement. 

20. There will be no right of last refusal for Sequent Energy Management, LP on spot 
purchases. 

21. The Joint Applicants will consult with Staff and shall receive Commission 
approval before the Joint Applicants sign an asset management agreement 

22. The Joint Applicants will file with the Commission, for informational purposes, the 
final form of the service agreement between Southern Company Services and 
AGL Services Company as soon as practicable after they have finalized the 
terms and coi iditions of that agreement. 

Doard 

23. AOL Resources shall have at least one non-employee individual resident of 
Illinois on its Board of Directors. AGL Resources has sole discretion in selecting 
qualified candidates and determining which individual is the best qualified for 
such nomination. 
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Compliance with Conditions 

24. The -Joint Applicants shall file a semi-annual cornpliance report on the 
Commission's e-Docket system reporting on the status of progress of all 
conditions imposed by the Commission in this case, and this reporting 
requirement shall remain in effect until all conditions have been satisfied or the 
Joint Applicants petition the Commission and receive approval to cease such 
reporting requirement, whichever cornes first. 

25. In order that the Commission is apprised of the compliance of the commitments 
Identified in this'exhibit, the CEO of AGL Resources, on an annual basis, shall 
appear before the Commission to report on the status of its compliance with this 
Order. 

Conditions from Staff Direct Testimony 

26. Nicor Gas will work with Pipeline Safety Program Staff to provide more detail 
regarding when and how Nicor Gas will implement a Pipeline Safety 
(Management System, in line with American Petroleum Institute Recommended 
Practice 1173, in order to improve Nicor Gas ability to recognize and react to the 
requirements of 49 CFR 192 and Move beyond minimum efforts to simply 
achieve compliance towards a true safety culture. 

27. The Joint Applicants shall file on the ICC's e-Docket system in Docket No. 15-
0558 and send a copy of the same to AccountingMgr©Icc.illinois.gov, the final 
disposition of the accounting entries. If the SEC or independent auditors 
determine any accounting entries are required, the Joint Applicants shall file on 
the ICC's e-Docket system in Docket No. 15-0558 and send a copy of the same 
to AccountingMgr@icoillinois.gov, copies of the accounting entries to be 
recorded on the regulatory books of Nicor Gas, including preliminary amounts to 
be recorded, within 6 months after closing the reorganization, and further file the 
final accounting entries and arnounts no later than 12 months after closing. 

28. The Joint Applicants shall file the final amended executed Tax Allocation 
Agreement on the ICC's e-Docket system in Docket No. 15-0558 within.thirty (30) 
days of the execution date and send a copy of the same, to 
Accoun tin g Mg 	icc.illin ois .go v. 

29. The Joint Applicants shall file annually on the ICC's e-Docket system in Docket 
No. 15-0558. a copy of the FERC Form 60:Annual Report of Centralized Service 
Companies for Southern Company Services Inc., on the date it is due at the 
FERC and send a copy of the same to AccountingMgr©icc.illinois.gch. 
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Condition from AG/CUB Settlernent Agreement 

30. 	The Joint Applicants shall comply with the terms in Section 1 of the Settlement 
Agreement executed by the Joint Applicants, the Illinois Attorney General's 
Office, and the Citizens Utility Board, and filed in Docket No. 15-0558 on April 28. 
2016. 

Under that Settlement Agreement. the Joint Applicants agree that, no later 
than December 31, 2017, neither Prairie Point Energy, L.L.C. dlbla Nicor 
Advanced Energy LLC MAE') nor Nicor Solutions, L.L.0 ("NiSon, a 
subsidiary of Southstar Energy Services LLC, will continue to use the 
Nicor name or logo to conduct business in Illinois. The period between 
legal close of the merger and December 31, 2017, shall herein be referred 
to as the "Trsnsition Period." During the first six months after merger 
closing, NAE and NiSol may maintain normal levels of marketing activity. 
At .a point in time after the first six-month period, NAE and NiSol shall 
market as necessary in order to promote the transition to a new brand. 
Any NAE or NiSol bill inserts or direct customer mailings made during the 
Transition Period, as well as NAE's and NiSol's website homepage and 
related "frequently asked questions" page, will include the following 
language: 

Nicor Advanced Energy MAE" [or, Nicor Solutions] is not the 
same company as Nicor Gas Company, and the Illinois 
Commerce Commission (ICC) does not regulale NAE's [or 
NiSofs] prices. You do not have to buy products or services from 
NAE (or 	in order to receive the .same quality of service from 
the gas utility Nicor Gas does not set the price you pay for such 
aerv,ce nor doe.s the ICC regulate the prices offered by MAE [or 
NiSol]. 

After the completion of the Transition Period, other than Nicor Gas, no 
other Southern Company or AGL Resources affiliate that operates or may 
operate in Illinois under a business name that includes the word 'Nicor, or 
any successor name of Nicor Gas, will offer a natural gas commodity 
product, or fixed-bill product, that includes all natural gas related costs, 
program administration fees and taxes, and is made available to 
residential natural gas customers in Illinois. 

END OF REQUIRED CONDITIONS OF APPROVAL 
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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

The Southern Company, AGL 
Resources Inc., and Northern Illinois Gas 
Company d/b/a Nicor Gas Company 

15-0558 
Application for Approval of a 
Reorganization Pursuant to Section 7-204 
of the Public Utilities Act. 

ORDER 

By the Commission: 

I. 	PROCEDURAL HISTORY s 

In an application filed October 8, 2015; The Southern Company ("Southern"), AGL 
Resources Inc. (AGLR"), and Northern Illinois Gas Company d/b/a Nicor Gas Company 
(Nicor Gas") (collectively, the "Joint Applicants') petitioned the Illinois Commerce 
Comrnission (the 'Commission") for approval, pursuant to Sections 7-204 and 7-204A of 
the Public Utilities Act (the "Act)l, of a reorganization (the "Reorganization") by which 
AGLR will merge with and into a subsidiary of Southern, and AGLR will become a wholly-
owned subsidiary of Southern. Under the terms of that application, Nicor Gas will 
continue to operate as a public utility with its headquarters remaining in Naperville, Illinois. 
The Joint Applicants also seek approval pursuant to Section 7-102 of the Act,2  to the 
extent the Commission determines it applies to the proposed Reorganization. 
Additionally, the Joint Applicants seek re-approval of minor modifications to Nicor Gas' 
current operating agreement, which was previously approved by the Commission in 
Docket No. 11-0046 pursuant to Sections 7-101 and 7-204A(b) of the Act (the "Operating 
Agreement"). Furthermore, the Joint Applicants request additional approvals and findings 
in connection with the Reorganization, as more fully discussed in this Order. 

The Citizens Utility Board (CUB") and the Retail Energy Supply Association 
(RESA") each filed a petition to intervene in the docket. The Illinois Attorney General's 
Office (AG") filed an appearance. The petitions to intervene were granted by duly 
authorized Administrative Law Judges (ALJs") of the Commission, 

Pursuant to due notice as required by law and by the rules and regulations of the 
Commission, a prehearing conference was held in this matter before the Alls at the 
Commission's offices in Chicago on October 26, 2015. 

Re3pectively, 220 ILLS 5/7-204 and 7-204A. 
2  220 ILCS 5/7402. 
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On January 15, 2016, the Joint Applicants filed an Amended Application 
7.equesting, in addition to the relief requested in its original application, approval of the 
Tax Allocation Agreement Among Members of the Southern Company (the "Tax 
Allocation Agreement") and the proposed amendment to include the AGLR companies, 
including Nicor Gas, pursuant to Sections 7-101 and 7-204A(b) of the Act. Together, the 
Application and Amended Application are referred to herein as the "Application." 

On April 15, 2016, the Joint Applicants filed a Stipulation that they entered into with 
P.ESA. Attached to the Stipulation was a Settlement Agreement that resolved "ail issues 
between the Joint Applicants and RESA presently pending in this proceeding? As a result 
of that Stipulation, RESA withdrew its testimony from this docket. 

On April 20, 2016, an evidentiary hearing was held at the Commission's offices in 
Chicago. The Joint Applicants presented testimony and exhibits from the following 
witnesses: Art Beattie, Executive Vice President and Chief Financial Officer of Southern; 
Henry Linginfelter, Executive Vice President of Distribution Operations for AGLR; Mark 
S. Lantrip, President and Chief Executive Officer of Southern Company Services, Inc. 
("SCS") and Executive Vice President of Southem; and Michael J. Morley, Managing 
Director of Rates and Regulatory Accounting of AGLR. 

Staff presented testimony and exhibits from the following witnesses: Mark Maple, 
Senior Gas Engineer in the Energy Engineering Program of the Safety and Reliability 
Division; Bryan Pemble, Pipeline Safety Analyst in the Pipeline Safety Program of the 
Safety and Reliability Division; David Sackett, Economic Analyst in the Policy Program of 
the Policy Division; Scott Tolsdorf, Accountant in the Accounting Department of the 
Financial Analysis Division; Dianna Hathhorn, Accountant in the Accounting Department 
of the Financial Analysis Division; Michael McNally, Senior Financial Analyst in the 
Finance Department of the Financial Analysis Division; and William Johnson, Economic 
Analyst in the Rates Department of the Financial Analysis Division. 

AG/CUB presented testimony and exhibits from the following witnesses: David J 
Effron, a regulatory consultant; Patrick Hurley, Mediation Coordinator in the Consumer 
Fraud Division of the AG; and Patricia J. Leiser, a current customer of Nlcor Gas. The 
Stipulation between Joint Applicants and RESA also was admitted into evidence. 

On April 28, 2016, the Joint Appticants, AG and CUB filed a Stipulation and 
Settlement Agreement. 

On May 16, 2016, the Joint Applicants submitted a Draft Order addressing all 
matters in the docket. The Draft Order was circulated and agreed to by Staff, AG, CUB, 
and RESA. 

On May 17, 2016, the record was marked "Heard and Taken" by the ALJs. 

II. 	RELIEF REQUESTED 

In the Application, the Joint Applicants request the following findings and approvals 
by the Commission: 

1. 	the Commission's approval. under Sections 7-204 and 7-204A of the Act, 
to engage in the R.eorganization, through which AGLR will become a 
subsidiary of Southem; 
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2. the Commission's approval under Section 7-102 of the Act to engage in the 
Reorganization (to the extent required); 

3. • the Commission's re-approval, under Sections 7-101 and 7-204A(b) of the 
Act, of Nicor Gas current Commission-approved Operating Agreement to 
reflect that AGLR will no longer have publicly traded common stock; 

4. the Commission's approval, under Sections 7-101 and 7-204A(b) of the Act, 
of the Tax Allocation Agreement and the proposed amendment to include 
the AGLR companies, including Nicor Gas; 

5. the Commission's approval of any required proposed accounting entries 
associated with the Reorganization; and 

6. the Commission's authorization for taking such other measures in 
connection with the Reorganization as may be reasonably necessary for 
effecting the Reorganization. 

III. THE PROPOSED REORGANIZATION • 

A. 	Identification Of the Parties to the Reorganization and Their 
Affiliates 

1. Southern and its Affiliates 

Southern is An Atlanta-based public utility holding company currently providing 
electric utility service through four state-regulated operating companies in Alabama, 
Florida, Georgia, and Mississippi. Approximately 90 percent of Southern's net income 
comes from its regulated companies. Southern's state-regulated utilities serve more than 
4.5 million customers throughout 120,000 square miles of regulated service territory. 
Southern's operating subsidiaries each have their own boards of outside directors and 
executive management teams that are responsible for each subsidiarys.  operations. 

2. AGLR artd Nicor Gas 

AGLR is an Atlanta-based company whose principal business is in the distribution 
of natural gas through public utility operating companies in seven states. AGLR also is 
involved in several other businesses, including: retail natural gas marketing to end-use 
customers; natural gas asset rnanagement and related logistics activities for certain of its 
utilities and nonaffiliated companies; natural gas storage arbitrage and related activities; 
and the development and operation of high-deliverability natural gas storage assets. 
AGLR owns Nicor Gas. Nicor Gas is an Illinois public utility within the meaning of Section 
3-105 of the Act3. NiCor Gas' service territory spans approximately 17,000 square miles 
in Northern and Central Illinois, includes 656 cornmunities and serves approxirnately 2.2 
Million customers. 

B. 	The Reorganization • 

Southern, AMS Corp. CAMS"), a Georgia Corporation and a wholly-owned 
subsidiary of Southem, and AGLR, have entered into an Agreement and Plan of Merger, 
dated August 23, 2015 (the *Merger Agreemenr). Pursuant to the Merger Agreement: 

3  220 ILCS 5/3-105. 
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(1) Southern will acquire the stock of AGLR, and (2) AMS will merge with and into AGLR 
with the surviving company remaining a wholly-owned subsidiary of Southern (the 
"Merger). Upon coneummation of the Reorganization (the "Closing"), AGLR wiil become 
a wholly-owned subsidiary of Southern, AGLR will continue to exist as a distinct corporate 
entity, but will no longer be a publicly traded company. Nicor Gas will retain its current 
name and headquarters in Naperville, Illinois, and will continue to operate as an Illinois 
public utility. subject to the Commission's jurisdiction and applicable Illinois law and 
regulations. 

C. 	Asserted Results of the Reorganization 

The Joint Applicants assert that the Reorganization wiil combine two companies 
with complementary expertise and skill sets and will create a combined company with a 
more geographically diverse footprint. The Joint Applicants also assert that the 
Reorganization will be seamless for Nicor Gas customers because its core management 
team and day-to-day operations will remain the same The Joint Applicants state that 
Illinois customers will continue to receive service from Nicor Gas in the same manner and 
pursuant to the same Commission-approved rates, and terms and conditions, upon which 
they now receive service. 

The Joint Applicants assert that Southern is capable, willing, and ready to 
undertake the Reorganization. The Joint Applicants also assert that Southern has many 
years of experience running electric utilities effectively and efficiently, and providing safe, 
reliable, and affordable energy delivery and responsive customer-focused service. The 
Joint Applicants further assert that Southern understands the critca I importance of Nicor 
Gas' public utility obligations and is positioned to make certain that those obligations are 
met. The Joint Applicants assert that Southern has investment-grade credit ratings, 
substantial financial resources, and a consistent track record of maintaining the financial 
strength of its locally-operated and regulated subsidiaries. 

The Joint Applicants assert that AGLR has more than 150 yeais of experience 
operating gas utilities, and broad and deep capabilities in a wide range of areas related 
to the natural gas industry. The Joint Applicants also assert that the core of AGLR's 
manegement team, including the leadership team at Nicor Gas, will continue to 
oversee, direct, and execute Nicor Gas' business operations after the Reorganization. 
The Joint Applicants further state that, post-closing, the combined company will have the 
financial resources to enable Nicor Gas to mee.t all of its capital needs and to continue 
providing safe, reliable, and affordable service to its customers. The Joint Applicants 
emphasize positive employee relations as they have committed to maintain 2,070 full-
time equivalem (,TE") employees for three years from the date of Closing and to fully 
honor Nicor Gas' existing union contract. More particularly, Joint Applicants have made 
a dual commitment to maintain 2,070 FTEs working in support of Nicor Gas' business 
and working in the Aate of Illinois. 

The Joint Applicants assert that Southern and Nicor Gas both have strong 
traditions of community service and commitment to tha communities they serve, 
supporting a variety of civic, community, and philanthropic etforts. which will continue after 
the Ciosing. The Joint Applicants atate that Southem and its affiliates take seriously their 
commitment to be a "Citizen WI ierever We Serve." 'The Joiiit Applicants assert that Nicor 
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Gas commitment is demonstrated through its continued investment in community 
programs and activities in Illinois. 

The Joint Applicants state that'Southem and Moor Gas share a commitment to 
business diversity; which has resulted in Southern spending '25 percent of total 
procurement in.  2014 directly with diverse businesses, including small businesses, 
businesses owned by minorities, women and veterans, and businesses in historically. 
underutilized zones. The Joint Applicants assert that-  Nicor Gas plays an active role in 
the recently-formed Illinois Utilities Business Diversity Council. 

The Joint Applicants state they do not seek to change Nicor Gas' distribution 
rates as a reSult of the Reorganization. The Joint Applicants state that the 
Reorganization will benefit customers, employees, shareholders, and the communities 
that Nicor Gas serves because Southern is committed to assuring that customers of Nicor 
Gas receive adequate, reliable, efficient, safe, and reasonably priced energy services, as 
well as high quality customer service. 

IV. 	ANALYSIS OF THE EVIDENCE 

A. 	Sectfon 7-204(b): Reorganization Approvals 

Section 7-204(b) requires that the Commission make a series of findings to ensure 
that the proposed reorganization will not "adversely affect the utility's ability to perform its 
duties under the Act." Each tinding required by 7-204(b) is addressed below. In 
connection with the required findings under Section 7-204(b), the Joint Applicants made 
numerous commitments in support of the Application and also accepted certain additional 
conditions 'recommended by Staff. A list of the agreed-upon conditions to the 
Reorganization is found in Appendix A to this Order. 

1. 	Finding No. 1: "the proposed.reorganization will not diminish 
the utilities ability to provide adequate, reliable, efficient, safe 
and least-cost public utili ty service" 

The Joint Applicants and Staff submitted testimony addressing whether the 
proposed Reorganization satisfies the criteria of Section 7-204(b)(1) of the Act. No other 
party presented (estimohy to address this requisite Commission finding. 

a) 	Joint Applicants' Position 

Joint Applicants witness Linginfelter testified that the Reorganization will not 
negatively impact Nicor Gas' day,to-day operations and will result in.little or no change in 
terms of Nicor Gas' personnel and everyday operations. Joint Applicants witness Beattie 
testified that Southem understands the importance of providing adequate, reliable, 
efficient, safe and least-cost public utility services because it is a large electric utility 
holding company with operating companies currently providing regulated utility delivery 
and supply service throughout the Southeastern United States. Therefore, in order to 
ensure that Nicor Gaiwill continue to provide adequate, reliable, efficient and least-cost 
public utility service, Southern has committed to maintaining AGLR's and Nicor Gas' core 
management teams post-Closing. Southern has also committed to maintaining the 

4  220 1LCS 5fi-204(:1). 
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applicable merger conditions resulting from the Commission's Order in Docket No. 11-
0046, as reflected in Appendix A. 

b) Staffs Position 

Staff witness Maple recommended that the Commission find that the proposed 
Reorganization meets the requirements of Section 7-204(b)(1) of the Act. He testified 
that he had no reason to dispute the Joint Applicants claim that the proposed 
Reorganization would have no negative irnpact on Nicor Gas' ability to provide adequate, 
reliable, efficient, safe and least-cost public utility service. He further observed, based on 
the Joilit Applicants' testimony and the Application, that the Joint Applicants intend for the 
proposed Reorganization to have little or no effect on Nicor Gas customers and to be 3 

seamless transition. 

c) Commission Analysis and Conclusion 

Baaed on the evidence in the record, including Staff witness Maple's 
lecommendations, the Commission concludes that the Reorganization will not diminish 
Nicor Gas' ability to provide adequate, reliable, efficient, safe and least-cost public utility 
service. Accordingly, the Commission finds that the proposed Reorganization satisfies 
the criteria of Section 7-204(b)(1 ) of the Act. 

2. 	Finding No. 2: "the proposed reorganization will not result in the 
unjustified subsidization of non-utility activities by the utility or 
its customers" 

and 

Finding No. 3: "costs and facilities are fairly and reasonably 
allocated between utility and non,  utility activities in such a 
manner that the Commission may identify those costs and 
facilities which are properly included by the utility for 
raternaking purposes" 

The Joint Applicants and Staff submitted testimony addressing whether the 
proposed Reorganization satisfies the criteria of Sections 7-204(b)(2) and (b)(3) of the 
Act. No other party presented testimony to address these requisite Comrnission findings. 
The Joint Applicants and Staff also were the only parties to address Commission 
approval, under Sections 7-101 and 7-204A of the Act of the relevant affiliated interest 
agreements: (1) the Operating Agreement, as amended to reflect that AGLR no longer 
will have publicly traded common stock; and (2) the Tax Allocation Agreement, as 
amended to include the AGLR companies, including Nicor Gas. 

a) 	Joint Applicants' Position 

Joint Applicants witness Beattie testified that, in order to avoid unjustified 
subsidization of non-utility activities by the utility or its customers, the Joint Applicants are 
proposing to continue the affiliate arrangements in place that were previously approved 
by the Commission in Docket No. 11-0046, including the AGL Services Agreement that 
was previously approved by the Commission. Joint Applicants witness Linginfelter 
testified that the current Operating Agreement, which was approved by the Commission 
in Docket No. 11-0046, governs most transactions between Nicor Gas and affiliated 
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parties, including the use of facilities and services, asset sales, accounting, invoicing and 
payment for intercompany charges, and a cost apportionment methodology. The Joint 
Applicants propose only minor revisions to the previously approved Operating Agreement 
to reflect that AGLR will no longer have publicly traded common stock following approval 
of the proposed Reorganization. 

Joint Applicants witnesses Beattie and Linginfelter testified thai these agreements 
include transparent and auditable cost allocation methodologies and distinguish utility and 
non-utility actMties in such a manner that will permit the Commission to identify those 
costs and facilities which are properly included by the utility for ratemaking purposes. 
Joint Applicants witness Linginfelter testified that, under the Operating Agreement, 
charges by Nicor Gas to its affiliates must be at or above prevailing price or, if there is no 
prevailing price, at fully distributed cost. Charges by affiliates to Nicor Gas must be at or 
below prevailing price or, if there is no prevailing price, at fully distributed cost. Under the 
AGL Services Agreement, AGL Services Company's (AGSC") costs are directly charged, 
assigned, distributed, or allocated to Nicor Gas on a cost-causation basis or, to the extent 
that a cost-causation relationship cannot be determined, the costs will be charged by 
general drivers in the business used to a'pproximate the cost-causation relationship. 

The Joint Applicants provided evidence that they are committing to honoring all of 
the affiliate related Commitments'that were established in Docket No. 11-0046. The Joint 
Applicants also committed to file with the Commission, for informational purposes, the 
final forrn of the services agreement between SCS and AGSC. Joint Applicants witness 
Lantrip testified that the cost allocation methodologies utilized in the SCS services 
agreements ensure that there is no unjustified subsidization of costs and that the costs 
are easily identifiable. Therefore, the Joint Applicants provided evidence that the 
proposed SCS-AGSC services agreement is consistent with the requirements of Sections 
7-204(b)(2) and (b)(3). 

Finally, in addition to the Operating Agreement, the Joint Applicants seek approval 
of the Tax Allocation Agreement and the proposed amendment to include the AGLR 
companies, including Nicor Gas. The Joint Applicants have accepted the conditions to 
the Commission's approval of the proposed Reorganization, the Operating Agreement, 
and the Tax Allocation Agreement that were recommended by Staff witness Hathhorn in 
connection with her evaluation of the Joint Applicants compliance with Sections 7-. 
204(b)(2) and (b)(3) as discussed below. 

• b) 	Staff's Position 

Staff witness Hathhorn recommended Commission approval of the Operating 
Agreement in light of the Joint Applicants` agreement to maintain the affiliate related 
conditions previously imposed by the Commission in Docket No, 11-0046. She also 
recommended Commission approval of the Tax Allocation Agreement and the proposed 
arnendment with the condition that the Joint Applicants file the final amended executed 
Tax Allocation Agreement on the Commission's e-Docket system in Docket No. 15-0558 
within 30 days of the execution date and send a copy of the same to 
AccouhtingMgr@icc.illinois.gov. Finally, she recommended that the Commission order 
the Joint Applicants to file annually on the Commission's e-Docket system in Docket No. 
15-0558 a copy of the FERC Form 60 on the date it is due at FERC arid send a copy of 
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the sarne to AccountingMgr@icc.illinois.gov. With the Joint Applicants agreement to her 
two new conditions, along with the eight affiliated interest agieement related conditions 
proposed by the Joint Applicants (Joint Applicants' Commitments Nos. 15-22), she 
testified that the Joint Applicants are in compliance with the requirements of Sections 7-
2040)(2) and (b)(3). 

c) 	Commission Analysis and Conclusion 

Based on the evidence in the record, including Joint Applicants' acceptance of the 
conditions proposed by Staff witness Hathhom, the Commission concludes that the 
proposed Reorganization will not result in the unjustified subsidization of non-utility 
activities by Nicor Gas or its customers. The Comrnission also concludes that Nicor Gas' 
costs and facilities are fairly and reasonably allocated between utility and non-utility 
activities in such a manner that the Commission may identify those costs and facilities 
that are properly included by the utility for ratemaking purposes. Accordingly, the 
Commission finds that the proposed Reorganization satisfies the criteria of Sections 7-
204(b)(2) and (b)(3) of the Act. 

Also based on the evidence in the record and in light of tha Joint Applicants' 
acceptance of the conditions proposed by Staff witness Hathhorn, the Commission 
approves the Operating Agreement and the Tax Allocation Agreement with the proposed 
amendment to include tne AGLR companies, includino Nicor Gas. 

3. 	Finding No. 4: "the proposed reorganization will not 
significantly impair the utility's ability to raise necessary capital 
on reasonable terms or to maintain a reasonable capital 
structure" 

The Joint Applicants and Staff submitted testimony addressing whether the 
proposed Reorganization satisfies the criteria of Section /-204(b)(4) of the Act. No other 
party presented testimony to address this requisite Commission finding. 

a) 	Joint Applicants' Position 

Joint Applicants witness Beattie testified that the credit rating agencies have 
responded positively to the announcement of the Reorganization and have suggested 
that the credit ratings of AGLF. and its affiliates could potentially rise. He also testified 
that none of the credit agencies have concluded that the Reorganization will impair Nicor 
Gas' credit quality, its ability to raise capital on reasonable terms, or its abildy to maintain 
an appropriate capital structure. He further testified that financing utility operations has 
always been one of Southern's strengths and, therefore, the proposed Reorganization 
will either maintain or favorably influence Nicor Gas' access to capital markets. 

13) 	Staff s Position 

Staff witness McNaly testified that the effect of the proposed Reorganization on 
Nicor Gas' credit ratings will not significantly impair its ability to raise necessary capital 
on reasonable terms. He testified that, given its sound credit profile, Nicor Gas has 
access to capital maikets on reasonable terms. He also testified that Southern's sound 
credit profile and credit ratings indicate that it has access to capital markets on reasonable 
terms. He therefore recommended that the Commiszion find that the proposed 
Reorganization will satisfy the requirernents set forth in Section 7-204(b)(4). 
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c) 	Commission Analysis and Conclusion 

Based on the evidence in the record, including Staff witness McNally's 
recommendations, the Commissiori conch:ides that the proposed Reorganization will not 
significantly impair Nicor Gas ability to raise necessary capital on reasonable terms or to 
maintain a reasonable capital structure. Accordingly, the Commission finds that the 
proposed Reorganization satisfies the criteria of Section 7-204(b)(4) of the Act. 

4. 	Finding No. 5: "the utility will remain subject to all applicable 
laws, regulations, rules, decisions and policies governing the 
regulation of Illinois public utilities" 

The Joint Applicants and Staff submitted testimony addressing whether the 
proposed Reorganization satisfies the criteria of Section 7-204(b)(5) of the Act. No other 
party presented testimony to address this requisite Commission finding. 

a) Joint Applicants' Position 

Joint Applicants witnesses Beattie anit Linginfelter testified that Nicor Gas will 
remain an Illinois public utility subject to all of the same utility laws, rules, regulations, 
decisions and policies that currently govem its operations. Joint Applicants witness 
Linginfelter .additionally testified that, although AGLR will become a subsidiary of 
Southem, Nicor Gas.will continue to do business in Illinois under the name "Nicor Gas" 
and will retain its corporate headquarters in Naperville, Illinois. Additionally, the Joint 
Applicants accepted the conditions to the Commission's approval of the proposed 
Reorganization that were recommended by Staff witness Pemble in connection with his 
evaluation of the Joint Applicants compliance with Section 7-204(b)(5) as discussed 
below. 

b) staff's Position 

Staff witness Pemble testified that the proposed Reorganization meets the 
requirements of Section 7-204(b)(5). In addition, he recommended that the Commission 
order Nicor Gas to comply with the following two conditions: (1) Nicor Gas must work 
with the Pipeline Safety Program (TSP.) Staff to provide more detail regarding when and 
how Nicor Gas will implement a Pipeline Safely Management System ("PSMS") in line 
with the American Pipeline.  Institute ("API") Recommended Practice ("RP") 1173; and (2) 
Nicor Gas must commit to a two-year extension of the conditions related to pipeline safety 
resulting from the Commission's Order in Docket No. 11-0046 (Joint Applicants' 
Commitments Nos. 2-7). 

c) Commission Analysis and Conclusion 

Based on the evidence in the record, including the Joint Applicants' acceptance of 
the conditions proposed by Staff witness Pemble, the Cornmission concludes that Nicor 
Gas will remain subject to all applicable laws, regulations, rules, decisions and policies 
governing the regulation of Illinois public utilities. Accordingly, the Commission finds that 
the proposed Reorganization satisfies the criteria of Section 7-204(b)(5) of the Act. 
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5. 	Finding No. 6: "the proposed reorganization is not likely to have 
a significant adverse effect on competition in those markets 
over which the Commission has jurisdiction" 

The Joint Applicants and Staff submitted testimony addressing whether the 
proposed Reorganization satisfies the criteria of Section 7-204(b)(6) of the Act. Although 
RESA filed direct testimony relating to Section 7-204(b)(6), that testimony was withdrawn 
pursuant to a Stipulation and Settlement Agreement that resolved all of RESA's concerns 
related to competition. No other party presented testimony to address this requisite 
Cornmission finding. 

a) Joint Applicants Position 

Joint Applicants witness Linginfelter testified that there will be no changes to Nicor 
Gas' tariffs or procedures governing its natural gas transportation or retail choice 
programs as a result of the Reorganization. Joint Applicants witness Beattie testified that, 
since Southern is not an active participant in the Illinois gas market, its merger with AGLR 
will not have a Significant adverse effect on the competitive gas market in Nicor Gas' 
service tenitory. He also testified that Southern will look to AGLR's experience and 
leadership in the gas distribution industry to maintain a model that supports competition 
and protects Nicor Gas' customers. 

b) Staffs Position 

Staff witness Sackett testified that, since no Southern subsidiary currently provides 
any services in Illinois, the Reorganization will not result in the consolidation of market 
shares or other impact on any of the markets over which the Commission has jurisdiction. 
Mr. Sackett recommended that the Commission find that the proposed Reorganization is 
not likely to have a significant adverse effect on competition in those markets over which 
the Commission has jurisdiction as required by Section 7-204(b)(6) of the Act. 

c) Commission Analysis and Conclusion 

Based on the evidence in the record, including Staff witness Sackett's 
recommendations, the Commission concludes that the proposed Reorganization is not 
likely to have a significant adverse effect on competition in those markets over which the 
Commission has jurisdiction. Accordingly, the Commission finds that the proposed 
Reorganization satisfies the criteria of Section 7-204(b)(6) of the Act. 

	

6. 	Finding No. 7: "the proposed reorganization is not likely to 
result in any adverse rate impacts on retail customers" 

The Joint Applicants and Staff submitted testimony addressing whether the 
proposed Reorganization satisfies the criteria of Section 7-204(b)(7) of the Act. No other 
party presented testimony to address this requisite Commission finding. 

a) 	Joint Apolicants' Position 

Joint Applicants witness Linginfelter testified that Nicor Gas will retain its existing 
Commission-approved rates while providing service to customers pursuant to the existing 
Commission-approved terrns and conditions of service. Joint Applicants witness Beattie 
testified that the Reorganization will have no bearing on whether Nicor Gas seeks a future 
late change. 
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b) Staffs Position 

Staff witness Johnson testified that the Joint Applicants have demonstrated that 
the proposed Reorganization is not likely to result in •any adverse rate impacts on retail 
customers and recommended that the Commission find that the proposed Reorganization 
complies with the provisions of Section 7-204(b)(7). 

c) Commission Analysis and Conclusion 

Based on the evidence in the record, including Staff witness Johnson's 
recommendations, the Commission concludes that the proposed Reorganization is not 
likely to result in any adverse rate impacts on retail customers. Accordingly, the 
Commission finds that the proposed Reorganization satisfies the criteria of Section 7-
204(b)(7) of the Act. 

B. 	Section 7-204(c): Treatment of Costs and Savings 

Section 7-204(c) of the Act states that the Commission °shall not approve a 
reorganization without ruling on: (i) the allocation of any savingi resulting from the 
proposed resbrganization; and OD whether the companies should be allowed to recover 
any costs incurred in accomplishing. the proposed reorganization and, if so, the amount 
of costs eligible for recovery and how the costs will be allocated."5  

1. Joint Applicants Position 

Joint Applicants witness Beattie testified that, given that any savings allocable to-
Nicor Gas resulting from the Reorganization will be passed through to customers in the 
normal course of the ratemaking process and the Joint Applicants are not seeking 
recovery of costs incurred in accomplishing the proposed Reorganization, there is nothing 
upon which the Commission must rule with respect to Section 7-204(c). However, the 
Joint Applicants proposed certain conditions to the Cornmission's approval of the 
.proposed Reorganization (Joint Applicants' Commitments Nos. 11 and 12), which were 
supported by Staff witness Tolsdorf in connection with his evaluation of the Joint 
Applicants' compliance with Sections 7-204(c) as discussed below). 

2. Staff s Position 

Staff witness Tolsdorf testified that he believed the Commission was required to 
rule on the allocation of savings ind the recovery of costs related to the proposed 
Reorganization under Section 7-204(c). He further testified that Joint Applicants' 
Commitments Nos. 11 and 12 address the requirements of Section 7-204(c) and, 
therefore, should be adopted by the Commission in the Order approving the 
Reorganization. 

3. Commission Analysis and Conclusion 

Based on the evidence in the record, ihcluding the Joint Applicants' Commitments 
Nos. 11 and 12, which Staff witness TOlsdorf recommended adoption of, the Commission 
finds that the proposed Reorganization satisfies the criteria of Section 7-204(c) of the Act. 

5  221 ILCS 0/7-204(c). 
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C. 	Section 7-204A of the Act 

Section 7-204A(a) of the Act sets forth the minimum information that must be 
included in an application for approval of reorganization pursuant to Section 7-200 
Section 7-204A(b) of the Act provides that an agreement involving the use of any public 
utility employee's services by an affiliated interest, or the transfer of assets between a 
public utility and an affiliate, is subject to the Commission's review "in the same manner 
as it may review any other public utility and its affiliated interest."' 

1. Joint Applicants Position 

The Joint Applicants state that they have satisfied ail the mialmum filing 
requirernents under Section 7-204A(a), including submission of copies of any proposed 
affiliated interest agreements in accordanco with Section 7-204A(a)(5). As discussed 
above, the Joint Applicants seek approval of the Operating Agreement and the Tax 
Allocation Agreement, as amended, and Staff witness Hathhorn recommends 
Commission approval of both of these agreements. 

The Joint Applicants contend that they have satisfied all the information filing 
requirements in the statute. No party challenges the Joint Applicants' contention. 

2. Commission Analysis and Conclusion 

The Commission finds that the Joint Applicants have met the minimum infcrmation 
requirements set out in Section 7-204A(a). Regarding Section 7-204A(b), the evidence 
presented by the Joint Applicants and Staff supports approval of the Operating 
Agreement and the Tax Allocation Agreement, subject to the conditions discussed above 
in connection with Sections 7-204(b)(2) and (b)(3) of the Act. 

D. 	Section 7-102 

1. 	Joint Applicants' Position 

The Application references Section 7-102. which requires Commission approval 
whenever a 'public utility may by any means, direct or indirect, merge or consolidate its 
franchises, licenses, pemiits, plants, equipment, business or other property with that of 
any other public utility."8  It also reauires Commission approval for a public utility to 
"assign, transfer, lease, mortgage, sell (by option or otherwise), or otherwise dispose of 
or encumber the whole or any part of its franchises, licenses, permits, plant, equipment, 
business, or ether property...."g 

The Joint Applicants note that Section 7-204(e) expressly provides that In]o other 
Commission approvals shall be required for mergers that are subject to this Section."1° 
The Joint Applicants maintain that neither Secticn 7-102(A)(c) nor (1) applies to the 
Reorganization, because the Reorganization does not involve a direct or indirect merger 
or consolidation of two utilities' businesses or property and is not a sale or disposition of 
a utility's business or property, but rather is a change of control transaction subject to 

b 220 ILCS 5/7-204A(a). 
7  220 ILCS 5/7-204A111). 
a 220 ILCS 5/7-102(,t\)(d). 
" 220 ILCS 517-102(A)(c). 
"1220 ILCS 517-204(e). 
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Sections 7-204 and 7-204A. However, the Joint Applicants state that, if the Commission 
were to determine that the Reorganization also is subject to Section 7-102, the 
information submitted in support of the Application is sufficient to meet the requirernents 
of Section 7-102, so that any approval deemed necessary pursuant to Section 7-102 
should be granted. 

2. 	Commission Analysis and Conclusion 

As part of the application process, the Joint Applicants included Section 7-102 for 
Commission consideration. No other party in this proceeding commented on whether this 
section applies to the proposed Reorganization. The Commission agrees with Joint 
Applicants that this transaction does not involve a direct or indireCt rnerger or 
consolidation of two utilities businesses or property and is not a sale or disposition of a 
utility's business or property, but rather is a change in control transaction. Therefore, the 
Comrnission does not consider it necessary to rule on the applicability of Section 7-102 
of the Act. 

E. 	Section 6-103 

Under Section 6-103 of the Act, It]he capitalization of a public utility formed by a 
'merger of two or more corporations shall be subject to the approval of the ComrnisSion."11  
Additionally, lijn any reorganization of a public utility;  resulting from a forced sale, or in 
any other manner, the amount of capitalization...shall be such as is authorized by the 
Commission."12  

1. 	Staff's Position 

Staff witness Tolsdorf testified that, although the Joint Applicants do not anticipate 
any push down accounting to the books and records of N icor Gas, the Commission should 
impose the following condition in its Order approving the Reorganization: 

The Joint Applicants shall file on the ICC's e-Docket system 
in Docket No. 15-0558 and send a copy of the same to 
AccountingMgr@iccillinois.gov, the final disposition of the 
accounting entries. If the SEC or independent auditors 
determine any accounting entries are required, the Joint 
Applicants shall file on the ICC's e-Docket systemin Docket 
No. 15-0558 and send a copy of the same to 
AccountingMgr@icc.illinois.gov, copies of the accounting 
entries to be iecorded on the regulatory books of Nicor Gas, 
including preliminary amounts to be recorded, within 6 months 
after closing the reorganization, and further file the final 
accounting entries and amounts no later than 12 months after 
closing 

Staff witness McNally referenced Mr. Tolsdorf's condition in his.  testimony, 
regarding the Joint Applicants' compliance with Section 6-103 of the Act. He testified 
that, to the extent Nicor Gas' post-merger balance sheet reflected push down accounting 

" 220 ILCS 5/6  103. 
12  Id. 
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adjustments, the Commission would then have to determine whether the post-merger 
capitalization of Nicor Gas cornplied with Section 6-103 following the Reorganization. He 
further testified that, absent such accounting adjustments, Nicor Gas capitalization would 
equal original cost and, consequently, would satisfy the requirements set forth in Section 
6-103. In order to notify the Cornmission of Nicor Gas' capitalization post-Merger, he 
recommended that, as a condition to its approval of the Reorganization, the Commission 
require the Joint Applicants to make the filings recommended by Staff witness Tolsdorf. 

2. Joint Applicants' Position 

Joint Applicants witness Beattie testified that, although the Joint Applicants do not 
agree that Staff's proposed reporting requirement regarding Nicor Gas' capitalization 
pust-Merger is necessary, the Joint Applicants have accepted the condition as proposed 
by Staff witnesses Toisdorf and McNally. 

3. Commission Analysis and Conclusion 

Staff's proposed reporting requirement, which the Joint Applicants accept for 
purposes of securing merger approval, should be adopted. The Joint Applicants' 
acceptance permits the Commission to conclude that approval of the proposed 
Reorganization will result in compliance with Section 6-103. 

V. 	RESOLUTION OF ISSUES BETWEEN THE JOINT APPLICANTS AND AG/CUB 

AG/CUB presented testimony asserting that any Commission approval of the 
Reorganization should contain conditions addressing that: (1) Nicor Gas is earning in 
excess of its authorized rate of return in both 2014 and 2015 (AG/CUB Ex. 1.0; AG/CUB 
Ex. 4.0); and (2) that the retail affiliates of Nicor Gas should cease using the Nicor name 
and logo. 

Specifically, AG/CUB witness Patrick Hurley testified that northern Illinois gas utility 
customers appear to he confused or feel they were misled when Nicor affiliated 
companies (that are not utilities) use the Nicor Gas narne and logo when selling their 
products and services. That customer confusion, according to the complaints attached 
to his Direct testimony, is based upon the affiliate company's use of the same name 
and/or logo as the regulated utility, Nicor Gas, Mr. Hurley testified. He stated that that 
confusion apparently contributes to custorners making a decision to purchase Nicor 
affiliate products that they might have otherwise rejected or, at the very least, investigated 
further. He recommended that the Commission condition approval of The Southern 
Company/AGL P.esources Inc./Nicor Gas reorganization upon the Joint A.pplicants' 
agreement to cease using the Nicor narne and logo on its affiliate company products and 
seriices. 

AG/CUB witness Leiser testified that she contracted with a Nlcor Gas affiliate to 
participate in the cornpany's 'tock 12" program, a pre-determined monthly amount billing 
pregram based on the customers prior 12 rnonths of usage. Ms. Leiser testified that she 
believed that because the utility's name "Nicor was attached to the product. she could 
be assured that she would either save money or at a minimum, pay no more than she 
otherwise would heve if she was receiving gas through the Ilicor utility. She testified that 
she trusted the Nicor name and assumed that these products would provide her with a 
fair price for her natural gas usage. Instead, she testified, as shown in AG/CUB E. 3.4, 
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during the 2014-2015 calendar year periods, she paid a total of $430.62 more under the 
Nicor Gas affiliate Lock 12 program than she would have had she retained Nicor Gas as 
her default supplier. 

It is the Joint Applicants position that neither topic is properly before the 
Commission in this docket. Additionally, the Joint Applicants presented testimony that 
argued that the AG/CUB overearning claim was based on an inaccurate analysis. 
Specifically, Joint Applicants witness Morley testified that, among the reasons that 
AG/CUB witness Effron's analysis for 2014 was flawed, was that it failed to apply the 
principle of weather normalization to account for the 2014 "Polar Vortex," which brought 
extreme weather and record customer demand. Similarly, Mr. Morley testified that Mr. 
Effron's analysis of Nicor Gas' 2015 earnings was flawed ,for several reasons, including 
that it was based on an incorrect reading of a prior Commission Order. 

Additionally, the Joint Applicants presented testimony that AG/CUB's overeaming 
claim and proposed rate reduction would be more appropriately addressed in a rate case 
or other traditional rate - review proceeding. Joint Applicants witness Morley also 
questioned why AG/CUB had not brought its overearning claim before the Commission 
sooner, since Nicor Gas' 2014 financial data had been publicly available since March 
2015. 

As to AG/CUfS's claim concerning the use of Nicor Gas' name and logo, Joint 
Applicants witness Linginfelter testified that an affiliate's use of the Nicor name cornplied 
with the Commission's rules, which allow for an affiliate's use of a public utility's name 
and logo provided that the affiliate complied with Section 550.30 of the Commission's 
rules. 83 III. Adm. Code § 550.30. Mr. Linginfelter also stated the use of a public utility's 
name and logo by an affiliate was an issue more appropriately addressed in a different 
proceeding, such as a rulernaking. 

On April 28, 2016, the Joint Applicants and AG/CUB filed a Stipulation, with a 
Settlement Agreement (the "Agreement') attached, which resolved all issues between the 
parties. 

The Agreement noted that it is "the result of give and take among the Parties, all 
of whom have been represented by.counsel and memorializes the Parties' agreements." 
Pursuant to the Agreement: (1) AG and CUB will support the Joint Applicant& submission 
of an agreed-upon Draft Order within 21 days of ffie execution of the Agreement; (2) the 
agreed-upon Draft Order will contain a joint recommendation that the terms in Section 1 
of the Agreement (discussed below in this Order) be made a condition of the 
Commission's approval of the proposed Reorganization; (3)*AG and CUB will not oppose 
the proposed Reorganization moving to a final Commission Order as soon as practicable* 
after the submission of the agreed-upon Draft Order in accordance with the Commission's 
regularly scheduled meetings; and (4) AG and CUB will not oppose a Commission Order 
approving the proposed Reorganization on terms consistent with the Application, the Joint 
Applicants' testimony and the Agreement, and agree not to seek rehearing or appeal of 
such an Order. 
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1. 	Section 1 of the Agreenmnt 

The Joint Applicants and AG/CUB jointly recommend that Section 1 of the 
Agreement be made a condition of the Commission's approval of the proposed 
Reorganization. Section 1 of the Agreement reads as follows: 

1. Use of the Nicor Name and Logo 

The Joint Applicants agree that, no later than December 31, 2017, neither 
Prairie Point Energy, L.L.C. dila/a Nicor Advanced Energy LLC (NAE') nor 
Nicor Solutions, L.L.C. ("NiSol"), a subsidiary of SouthStar Energy Services 
LLC, will continue to use the Nicor name or loao to conduct business in 
Illinois. The period between legal cicse of the merger and December 31, 
2017, shall herein be referred to as the "Transition Period." The Joint 
Applicants agreement to implement changes to NAE and NiSors name and 
logo shall not constitute, and shall not be construed or interpreted to 
constitute, an admission that the use of a public utility's name or logo by an 
affiliated interest inappropriate in any way, or apprcpriately is raised or 
considered in the context of a merger appreval proceeding under Section 
7-204 of the Public Utilities Act, 220 ILCS 5/7-204. Notwithstanding this 
Agreement, Nicor Gas, NAE, and tliSol and any of their successors, may 
reflect in written materials that they are Southern Company subsidialies 
upon the merger closing and thereafter. 

During the first six months after merger closing, NAE and NISol may 
maintain normal leveis of marketing activity. At a point in time atter the first 
six-month period, NAE and NiSol shall market as necessary in order to 
promote the transition to a new brand. Any NAE or eliSol bill inserts or direct 
customer mailings made during the Transition Period, as well as NAEs and 
NiSol's website homepage and related "frequently asked question& page, 
will include the following ianguage: 

Nicor Advanced Energy (NAE') for, (visor Solutions) is not the 
some company as Nicor Gas Company, and the Illinois 
Commerce Commission ("ICC') does not regulate NAE's for 
NiSol's) pnces. You do not have to buy pruclucts or services 
from NAE for NiSoll in order to receive the same quality of 
service from the gas utility. Nrcor Gas does not set the price 
you pay for such service nor does the /CC regulate the prices 
offered by NAE for NiSoll. 

ffter the completion of the Transition Period, other than Nicor Gas, no other 
Southem Company or AGL Resources affiliate that operates or may operate 
in Illinois under a business name that includes the word "Niece', or any 
successor narne of Nicor Gas, will offer a natural gas commodity product, 
or fixed-bill product, that includes all natural gas related costs, peogram 
administration fees and taxes, and is made available to residential natural 
gas customers in Illinois. 
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2. 	Commission Analysis and Conclusion 

Based on the evidence in the record, the Commission finds that the agreement 
between the Joint Applicants and AG/CUB set forth in the Agreement reasonably and 
fully resolves the contested issues between the Joint Applicants and AG/CUB in thiS 
proceeding. • The Commission additionally accepts the joint recommendation in the 
Agreement that the terms contained .in Section 1 of the Agreement be made a condition 
of the Commission's approval of the proposed Reorganization. These terms shall be 
adopted as a condition to the Commission's approval of the proposed Reorganization and 
included in Appendix A to this Order. 

FINDINGS'AND ORDERINGS PARAGRAPHS 

The Commission, having considered the entire record herein and being fully 
advised in the premises, is of the opinion and finds that 

(1) 	Nicor Gas is an Illinois corporation that is engaged in the distribution Of 
natural gas to the public at retail in the State of Illinois; Nicor Gasis a "public 
utility" as that term is defined in Section 3-105 of the Act; 

(2) 	the Commission has jurisdiction over the parties hereto and the subject 
matter herein; 

the reditals of fact set forth in the prefatory portion of this Order are 
supported by the record and are hereby adopted as findings of fact; 

(4) 	an Appendix ("Appendix K) should be attached and fully incorporated into 
this Order; it should contain the Required Conditions of Approval 
established by this Commission in this Order. which are indispensable 
conditions for approval of the proposed Reorganization and foi approval of 
all other relief sought or granted in this Order; 

for the reasons set forth in this Order„ and subject to the conditions 
established in this Order (enumerated in Appendix A), the propOsed 
Reorganization will not adversely affect Nicor Gas ability to perform its 
duties under the Act, within the meaning of Section 7-204 of the Act; this 
finding is dependent upon the conditions established in this Order and 
would not be rendered in the absence of those conditions; 

(6) 	pursuant to Section 7-204 of the Act, and subject to the conditions 
established in this Order (enumerated in Appendix A), the Commission finds 
that: 

a) the proposed Reorganization will not diminish Moor Gas' ability to 
provide adequate, reliable, efficient, safe and least-cos( public utility 
service; 

b) the proposed Reorganization will not result in the unjustified 
subsidization of non-utility activities by Nicor Gas or its customers; 

c) under the propoced Reorganization, costs and facilities will be fairly 
and reasonably allocated between utility and non-utility activities in 
such a manner that the Commission may identify those costs and 

(3) 

(5) 

0000367 

85 



SOAH Dkt. No. 473-17-1172 
PUC Docket No. 46238 

Staff RFI 2-17 (NEE) 
Page 86 of 263 

facilities which are properly included by the utility for ratemaking 
purposes; 

d) the proposed Reorganization will not significantly impair the ability of 
Nicor Gas to raise necessary capital on reasonable terms or to 
maintain a reasonable capital structure; 

e) after approval of the proposed Reorganization, Nicor Gas will remain 
subject to all applicable laws, regulations, rules, decisions, and 
policies governing the regulation of Illinois public utilities; 

the proposed Reorganization is not likely to have a significant 
adverse effect on competition in Close rnarkets over which the 
Comrnission has jurisdiction; and 

g) 
	

the proposed Reorganization is not likely to result in any adverse rate 
impact on retail customers; 

(7) for purposes of Sections 7-101 and 7-204A Of the Act, the Operating 
Agreement and the Tax AlIceation Agreement should be approved subject 
to the conditions described in this Order (enumerated in Appendix A); 

(8) the Joint Applicants comply with the minimum information requirements set 
out in subsection 7-204A(a) of the Act for an application for approval of a 
reorganization; 

(9) subject to the conditions established in this Order (enumerated In Appendix 
A), and in the manner described in those conditions, any savings resulting 
from the proposed Reorganization shall be allocated to Nicor Gas' 
ratepayers and no costs incurred in accomplishing the proposed 
Reorganization shall be recovered by the Joint Applicants, or by Nicor Gas 
individually, through Illinois jurisdictional regulated rates; 

(10) it is unnecessary for the Corrimissien to rule ors the applicability of Section 
7-102 of the Act insofar as this proceeding concems the Joint Applicants' 
Reorganization application; and 

(11) subject to cornpliance with the conditions set out in this Order (enumerated 
in Appendix A), the proposed Reorganization will not be inconsistent with 
Section 6-103 of the Act, insofar as that statute applies to the subject matter 
of this proceeding. 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that, subject 
to each and all of the required conditions of approval set forth in this Order and 
enumerated in Appendix A, the Joint Applicants request to engage in the Reorganization, 
through which AGL Resources inc. will become a subsidiary of The Southein Company, 
is hereby approved. 

IT IS FURTHER ORDERED that, subject to each and all of the required conditions 
of approeal set Win in this Order and enumerated in Appendix A, as applicable, the 
Operating Agreement governing transactions between Nicor Gas and affiliated parties 
and the Tax Aliccation Agreement Amoeg Members of the Couthern Company, as 
amended to include the AGLR companies, iecluding Nicor Gas, are hereby approved. 
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IT IS FnURTHER ORDERED that, in carrying out and completing the 
Reorganization, and in all subsequent Nicer Gas activities and operations subject to the 
jurisdiction of this Commission, the Joint Applicants shall comply with each and all of the 
required conditions of approval set forth in this Order and enumerated in Appendix A. 
unless expressly relieved of such obligation, in whole or In part, by directive of this 
Comrnission. 

IT IS FURTHER ORDERED that, subject to the conditions established in this Order 
(enumerated in Appendix A), and in the manner described in those conditions, any 
savings resulting frorn the proposed Reorganization shall be allocated to Nicor Gas' 
ratepayers and no costs incurred in accomplishing the proposed Reorganization shall be 
recovered by the Joint Applicants; or ,by Nicor Gas individually, through Illinois 
jurisdictional regulated rates. 

IT IS FURTHER ORDERED that any objections, motions or petitions filed in this 
proceeding that remain unresolved should be disposed of in a manner consistent with the 
ultimate conclusions contained in this Order. 

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of the 
Act and 83 Illinois Administrative Code 200.880, this Order is final, it is not subject to the 
Administrative Review Law. 

By Order of the Commission this 7th day of June, 2016. 

(SIGNED) BRIEN SHEAHAN 

Chairman 
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STATE OF MARVLAtgO 
PUBLIC SSRVICS COMMISSION 

ORDER HO 871129 

IM TUE MATTER OF Tns Mi=17.R 
CF TUE SOUTHERN CMPANY AnD 
Anh RESOURCES iNC. 

BEFORE TaS 
PvEILIC SERVPE COMMIrSICN 

OF mARYLaND 

CA3E gu 9104 

Mren 31, 2015 

PROPOS= ORDRR OF PUBLF; IngaTy LAW JUDOD 

Appearaneass 

Carilte H. Collins, Enspiire; Mary Patric:a Keen. Esquire; 
and Erica L. McGill, EaquirJ, en behalf of A01. 
RAsources Tue. and Fivcial Utility Holdings, Imo. d/b/a 
Elkton Gas. 

J. Joseph e.:urran, III, Esquire, and Christopher H. 
Ucmko. Esquiro, on behalf of The Soathern Company. 

Ronald liev.:feld, Esquire, on behalf of the Me.ryland Olflce 
of People'a Counsel. 

Annette D. Garofalo, Esquire, and Pater A. Woolson, 
Esquire, C.1 spalislf of the Technical Statf of the Maryland 
Public Ser:ito Connisaion. 

Tixeoutive Summaxy 

On november 4, 2.07S, pirsoaut 3 6-10b of the 9Hblic 

UUlities Aztirle, AanocaLed Code rd M3r/La2d, The 5.1outh-rn CoNpHoy 

(4 onnharn Company"), i.GL Pv.coorceS Enc. !aim Rbnos"1, arid 

Oc.iity Holdinci:„ Inc. d/b/a Z1‘t..m flaa ("E!kton (44") 

icollecciNoty, 4.7,Ant :.01.;.coqts") rik.ci on P.ppUoRtictn 

(6Application") to ceq...e*A. 	 fiem the Maryland Public 
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STATE OF hiARYLAND 
PUBLIC SERVICE COMMISSION 

Service Coxmission ("Commission") for Southern Company to acquire 

the power to exercise substantial influence over the policies and 

actions of Elkton Cas ("Acquieicion") upon the consumwation of a 

merger between Southern Company and AGL Resources ("Merger"). 

AGL Resourcen is the parent company of Pivotal Utility 

Holdings, Inc. . ("Pivotal"), and Elkton Gas in a division of 

Pivotal. Upon the closing of the Merger, AGL Resourcca will become 

a sutsidiary of nouthern Company. and Southern Company will become 

the ultimale parent company of Elkton Gas. 

• The Maryland Office of People's Counsel ("OPC") and 

Technicel Staff ("Staff") of the Commiseion axe parties to the 

proceeding. Pursuant to the ptocedural schedule establiahed in the 

proceeding, OPC :,.nd Staff each tiled direct testimony. After the 

(submission of this testimony, the joint Applicants, OPC and Staff 

were able Lo negotiate a unanimous settlement agreement in the 

: matter. On February 24, 2016, a Joint Petition for Adoption of 

Stipulation and. Settlement Agreement ("Joint Petition") was 

snhmitted in the matter. Each party also submitted testimony in 

support of the Joint Petition. On March 1, 2016, an evidentiary 

hearing was held to admit all' the pre-filed testimony, exhibits and 

attachment submitted in the matter, the Joint Petition, ale 

Stipulation and Settlement Agreement (dSettlement Agreement") and 

to hear testimony In support of the Settlement Agreement. 

As discussed below. I conclude that the trams and 

conditions of the Settlement Agreement are reacenable and .are Ln 

the publin interest, and rhus will grant thn JoinL Petition and 
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STATE CFMARviottiD 
PUBLIC SERVICE COMMISSION 

apptava the SeLtlement Agreement. Subject to the terms and condi-

tions net forth in the Settlement Agreement, as discussed herein, I 

find tna:: that: acquialtion by Couthern Company of the power to 

exercise substantial influence over Elkton Gas as the result of the 

merger between Southern Cemrany and AUL Resourcon is concistent 

with the putlic interest, conenience and neceasity, incluraing 

benefits and no harm to consumers, and tha'; the factors enumerated 

in Public Utilities A;ticle, 1 6 105(g) have been satiafied. 

Accordingly, subject to the conoitious set turth in che SaLLIement 

Agreement, which are ineorkorated by reference into this Proposed 

Order, I hereby grant the Application and autuorize the acquisition 

hy Southern Company ot Coe power Lo exexcise substantial influence 

over tne policies aad actions of Elkton Gas upcm the cennummation 

of the Meraet. 

Pzocedural Xistory 

On Hovember 4, 2015, the Joint Applicants filed ti'm 

Application, which included a number of exhibits, Including the 

testimony ot ,z.rt P. 4eattie, Ftecutive Vice Pzeeldent and Chiaf 

Financial Officer of 0outhern Company,' and Henry :Mahe) P. 

ninginfelter, Mxocutive Vice Premidert, Distribution Optrations of 

A4L.1  

J.-Ant 	 ("M. 4. 
Je.,1,0*Xap. Bx. 5 ("roatty 

t . E.K. 6 (.:.,i-glat.ltnc c:rAct's. 
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STAUEOFMARYLANO 
PUBLIC SERVICE COMMISSION 

On November 5, 2015, the Commission delegated the matter 

to the Pnblic Utility Law Judge _Division, and, purouant to 

6-105(g)(6) of the Public Utilities Article: extended the 180-day 

period by which the Commineion bad to iaeue a final Order in the 

matter for an additiona1,45 days, or until June 15, 2016. 

On January 29, 2016, OPC filed the direct testimony ot 

Karl R. Pavlovic, Managing Director of and a Senior Consultant with 

PcMO aad Associatea LLC, and Staff submitted the testimony of: 

Juan Carlos Alvarado, Director of the Telecommunications, Gas, and 

Water Divišion of the Commisaion,' Patricia M. Stinnette, Director 

of Accounting investigations Dilviaion of the Commission,' and 

John J. Cledentson, II, Assistant Chief Engineer of the 

Commisalon'a Engineering Divisicn.% 

On February 10, 2016, a hearing for public comment was 

held in Elkton, Maryland. One Elkton Gas customer appeared and 

expressed his concern that he might experieice a significant rate 

increase If the Merger were approved. No wzicten public comMents 

were received in the matter. 

On February 19, 2016, the Joint Applicants _filed an 

Erreta to the Application and aupporting docunienta. 4  

• OPC ex. la (PubAc Veroion) and le (Caafidential Veclion) ("2av1ovic 
cdrect*). 

' :Mari Mx. J. ("Alvarado Direct"). 

' staff nx. 2 OStinnette nirencnk. 

staft Ex. s (*Clemenaen-Directi). 

' della Appl. x. 7. 
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STATEOFMAteelAhD 
PUBLIC SERViCti COMMISSION 

On February 21, 2016, the Joint Applinants filed a Joint 

Petition for Adoption of Stipulation and Settlement Agreement,' 

Stipulation and Settlement Agreement," and Panel Testimony of Noei 

, W. Slack and Mary Pat.rimia Keefe.' Ala°, on February 24, 2016, 

02C submitted the Supplemental Direct Testimony rd Karl R. 

Paviovic" and Staff submitted Settlement Testimony ot Jilen Carloa 

. Alvarado, Patricia M. Stionetts and John J. 'llementson, IT." 

On March 3, 2015, a hearing was Leid to Mmit the pre-

filed testimony, okhibitc etd attachment and the Joint Petition 

into the record. The witnasems for the Joiat Applieants and the 

witnesses for Staff, who filed testimony in s%pport of the 

Settlement Agreement, appeared at the beariag to r2spond to 

questions of the Chief Public Utility Law Judge." 

Summery of Application and Testimony of Joint Applicant.; 

Elkton Gas provides salural gas serviee to an approxi-

Into 64 /Nears mile area in Cecil County, Marylaed, and servee 

approximately .,500 residential. commercial and industrial 

customers in this sevvice territory" through some 102 miLeu ot 

Jnint 2,71)!. Rx. 9. 

" a:Ant 41p,. 3A. O. 

Is  Joint P40. ex. 10 	a1. Teatimony - elac% and Keefe"). 
" nix7 	(9,1010-tin 3:Lop:."). 

" litatt Rx. 4 tovealf .1,10:Lemont TeLitlmonyel. 
" Dr. PA.vlovie wan exclw-q frum atti.;lo,..:e at tht. b4aVny as tha Cale: 
LaW Jung.' bid ao ouevtionn for 

" Accediag to ,roint har1.12a1A: :,:tteas Keefe, xi0 >f ;.;:e r,5,00 custom*ra 
art ,:-.,mmercial 	 tW,,  're )eiy2 sir;astri..L .'4otecows, ste; 
remailri:+r el the mfoLomurs 	reli3oeLL*1 	 TranemriL,L at 
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service main." Rlkton Gas has seven full-time individuals and one 

part-time individual employed in elkton, Maryland, where Elkton Gas 

has its headquarters." Its Maryland workforce utility operations 

are supplemented/supported by AGL Resources accounting, financial, 

legal, engineering, and rates and tariffing personnel through a 

service agreement with AGL Services Company." 

Southern Company, AMS Corp.," and AGL Rcnources entered 

into an Agreement and Plan of Merger dated August 13, 2015 ("Merger 

1 Agreement")." Under Lhe termn of the Merger Agreement, gouthern 

, Company will purchase the common stock of AGL aL a price $66 per 

share (or an aggregate purchase price ot approximately 

$6 billion)." Upon consummation of the Merger, AMS Corp. will 

merge into AGL Resources and AGL Renourcen then will become a 

wholly owned first tier corporate subsidiary of Southern Company." 

After the Merger, AGL Resources will no longer be a publicly traded 

: company." To fund the Merger, Southern Company will issue 

approximately $1.4 billion in new Southern Company equity between 

" Linginfelter Direct at 5. 

" Linginfelter Direct at S. 

" Linqinfelter Direct at 5, 14; Pavlovic Direct, Data Responses 
Referenced in the oirect Testimony oi Karl R. eavlovlc, Joint Applicants' 
Response to scat/ Data Request No. 2-23. 

" Southern Company explained that ARS Corp was formed solely for the 
purpose of acquirtng ACL Resources in the Merger and will cease to sxist 
an A separate entity upon completion of the Merger. 

" Appli-acien, Exhibit 2. 

" Jd.; Beattie Ditect at 12. 
" Application at 1, neatt'e Direct at 12. 

n  Application at 4. 
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Dot,  and the end of 2418." The remaining financing fleets for the 

Merger and other Southern Company needa will be provided from an 

Additional approximate $8 billian debt issuance that will occur 

prior to the closing." 

Southern Ompany ix an Atlanta hanad publie utility 

holding company currently providing electric ucility UCTifice 

through four '4i:e-regulated operating companies in Alabama, 

!Florida, Georgia, end Mississippi." 	For the year ended 

DeCcmDer 31, 2014, approximately 944 of So.inburn Company's 

e cperatiag Luvenues wre related to 4.etai1 rogulatod utiliLy 

operationo." 
	

It 	state regulated utilities verve more than 

4.5 “tillion austomers throughout 120,000 square miles of requlnted 

service territory." Southern Compeer/ Ja one of only twe urilitiea 

listed in Fertune's annual 4World's Most Admired Electric and Gas 

:-anhings tor each of rile Last five yearn." Currently, 

Southern Company's operating uabsidiarios ha,,e their own boards of 

cutaide directors and exeeutive management' teams responalble !:or 

each subsidiary's operat'ions, ineluding making Key decisions, such 

as long-term resource rianning." Southern Company will upply its 

rame ox5ani2ationa1 aporeach 	AGL Resources and Sikton Gas." 

" :.eptica-.164 Lt 1, 11; neattim nireet at 12 tAi corrected by Lhe 
prrata). 
" 140v1ie•acitta at 4; Aeaztie Direzr at 12 

seet:s Direct at 4. 
" Heattle Dirac'. at 5 
" 2.tatti,: Direct at S. 

f..A.rect at C. 
" Beattte DirrIt at i. 
" fd. 

(as cctrectc0 by thc Errata). 
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Mr. Beatty characterized Southern Company as having 2 "strong 

financial position° which will benefit AGL Resources and Eikton Gas 

i and thereby will inure to the benefit oi customers." 

AGL Rosourcea, the parent company of 'Elkton.Gas, also 

has ils headquarters in.Atianta." Its.principal business is the 

distribution of natural gas through regulated public utility 

operating companies in seven states: Maryland, Georgia, Tennessee, 

New Jersey (Elizabethtown 6as, which ts alno a division of 

Pivotal)," Fldrida (Florida City Gas; which is alao a division of 

Pivotal)," Illinois, and Virginia." AGL Resources nerves 

approximately 4.S million customers through over BO miles ot 

pipeline and 14 natural gas storage facilities through its 

regulated natural gaa diatribution utility subsidiaries." 

AGL Resources acquired Elkton.Gas In 2004." 

The Joint Applicants stated.chat they will comply with' 

federal law in executing che Merger, and have filed or mill file 

all filings and notifications requiredsby the Hart-Scott-Rodino Act 

and have filed a preliminary Proxy Statement with the Securities 

Exchange Commission on September 11, 2015, pursuant to 

*Section 14(a) 	of the Securities Exnhange Act cf 1934." 

13eattie !Arcot at 1.9. 
" AppliCation at 6. 
" 	Apy 1i v.zt t: I on, nxhihit 3, MI, !lasso:trees 	eel rporate• Organization Chart 
at 1 . 

ra. 
Apialcation'at 6. 

" 

" tinglafelter Direct at 6. 

" Application at 13-14. 
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:.d.ditterally, they rote that the Vmrger requires aoproval by the 

California Publie Utilities Commission, Georgia Public Service 

Commission, Illinois Commerce Commies:awn, the Sew Jersey Hoard of 

and the Virginia State Corporation Commission, 

which avpr.-vala aro 1.ning sought contemporaneously with that ot the 

Commiiiiiion's." Further, the Joint Applicants assert that iusither 

che Joint Applicants nor key personnel associated with the Joint 

Applicants have violated any otatc or ledaral statute regulating 

the activitiss of public service compunles.'• 

Al.cording to Ai.. feattle, Lbt Uor,.ler io "not synergies-

driven and will not renalt La any signiLica*t reductios in jobs at 

AUL's operation companies."" Re i.41.1aLad that Elkton Gas would 

continue to operate stnilir or tha same as it dwes today as an 

indirect subslalary of AGL. He streamed t‘nat AGL would continue to 

use Jts more than 150 le.aro 	gaa diotributlyn operations 

experienc:,  tor the betefit oi Iiiktcn Gan mg it currently does. 

Further, he indicated mat, 	any synergy ciavings and effl 

cienclea occur through the Verg4r integzation process, Elkton Gas' 

portton ot the neL saving:, arai etficienciei would be !lowed through 

co Elkton C.as,  customer throu0 ,Ch 	ratemnitiag process 

Mr. Beattie pre.:ented an overvi:w of Southern Company 

and Ita operational pullcsopsif:s. 	e ibssed hou each oC the 

tactors cet forth in S G-1:5(g) was sitlia:44 to demonstrate that 

" appii cat:On at 1.3, fn 
ei 	 nt 4.4. 
• neattio 	r., Ct. it 41, 

• fieattl." oirerr at 
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the acquisition waa .in .
the public interest, convenience and 

neceasity and resulted in benefits and no harm to the cuetomer and 

1 
no harm to the conaumer. me also explained that the commitments 

that the Joint Applicants were making as conditions to the approval 

of the acquisition enhanced the benefita of the Merger and ensured 

the lack of harm to ElkLoe Gas,  customera, te further ehow that the 

approval of the Acquisition is in the public interest, convenience 

and necessity. 

i; 	 mr. LinginfelLer, in his testimony, described the 

1. service territory and current operations of Elkton Gas, outlined 

the current and historical performance of Elkton Gas in provision 

of safe, reliable and affordable service to its customers,4  

presented information to assist the Commiasion to evaluate the 

Merger under the criteria of Public Utilities Article N 6-105, and 

explained the positive beuefits of the Merger and the lack of any 

adverst impact to Elkton Gas ratee, to Elkton Carl' provision ei 

eafe, adequate and affordable utility nervice, end to Elkton Gas,  

existing Maryland employees. 

To further eupport their assertions that the Aequieitelon 

is in the public intexcat, convenience, and necessity with benetit 

and no harm to the cuntomers, the Joint Applicants committed to 

certain actions er forbearance of action (elpplication 

commicmentu")." Specifically, the Joint Applicants committed: ' 

" applscotion, exhibit 2. 
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• To amend Flkton Gas cnrrent Asset 
Management Agrenment ("AMA") with Sequent 
Energy Managemeat L.P. to provide an 
increase in the erne:Int pnld to Elkton Gas 
of $50,000, and flow the Amount through to 
customerz, with the incleased payment to 
be made an a ene-time payment, and the 
entire ameonc ef the increase flowed 
through to custemers without regard to 
existing revenue sharing provisions of the 
AMA. 

• To anceletate the race of the aseessment 
of Elkton Gas' entire network of Aleyl-A 
pipe. The Joint Applicants explained that 
of the 1.02 miles of pipe in 81)-.ton CWO 
dietribution system, 73 mi.lea in plastic 
pipe with 48.7 miles of tbe plaetic pipe 
comprised of material known as Aldyl-A. 

▪ To not seek a change in iates as a resiat 
ot the Mergenn and. in a future base rate 
case, that Mitten Gas uill not seek 
recovery ix. its rates oL (t) any acquisi 
tion premium associated with the Merger; 
(Li) the cost annociaced with goodwill 
ariaiug feom the Meeger; or (iiii any 
transaction east3 incurred in connection 
with chu Merger. 

• Mat NOL and Elkton Gas will not iasue 
nebt or egelty in connection with or uo 
triad the Merger. 

• Poe a period of two years fram the closing 
'late of the Merger, that anton Gas would 
not b‘, aseessed costj for nervicen 
provided by an affiliate any greater than 
ic would have been if the Marger had not 
e7cerred, regardleen of wItether the sex. 
'Are ia nrovided directly or indirectly by 
S)uthezn Compeny Services, Inc., ACL 
Reenueces Service Company, or any other 
Southern Company affiliate. 

• Although no immediate rnt savings to 
Elkton Gaa netee been identified as a 
result of the Verger, to the extent any 
net aevinee ane efficieneies are read.eed 
throegh cne Menge?' integration ptniess, 
such net savingn and eLfixtencee wi.t oe 

'1 
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flowed through 'to Elkton Gas customers in 
the normal ratomaking procesu. 

• For at least the first three years 
1 	 following the closing of the Merger, to 

maintain current employment levels within 
the Maryland workforce aupporLing Elkton 
Gas,  operationn. 

• Tu maintain Elkton Gas headquarters in 
Elkton, Maryland and that Elkton Gas will 
retain its corporate name and form and 
will continue to be a division of Pivotal. 

• That AGI. Resources will continue to have a 
separate beard of outside directors for a 
minimum of five years following the close 
of the Merger. 

• 
• To increase Lhe supplier diversity 

performance of Elkton des by increasing 
its Diverse Spend Ratio (6DSR"), as that 
term is defined in the May 29, 2009 Elkton 
Gas Supplier Divcralty Memorandum of 
Understanding, by a factor of 4 during Lhe 
period 201S through 2011, as moasured 
against Elkton Gaa' 2014 DSR. 

• Southern Company committed to suuLain 
Elkton Gas' current level of commulity 
investment fur a period of at least 
five years following the closing of the 
Merger and will continue to target charit-
able, workforce development, and economic 
development efforts in the Elkton Gaa 
aervics area benefitting Elkton Gaa 
customera. 

OPC's Initial Position 

OPC witness yavlovlc explained that his testimony wan 

ew.,t intended to addreas °every potenelal harm and public interest 

issue that could be raised under ;Action 6-10!, rather only time 

15SUCI that, based on Lhe int',rmatIon p.,:ovided to date, apbear Lo 
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be r.11,  west sigaificant to Elkton's ouatomers.u" Ue expressed his 

concerns that (a) tho votcntral oE significant operation and cost 

synereles that will reduce Elkton Gee costs, but would only be of 

benefit to the Elkton Oas customere i.;! the tariff rates were 

revised to ruflect these reduced coats;" (41 the lack of showing 

by the Joint Applicants that the increase in the amount paid to 

Elkton Goa outeuant to the AMA of 450,000 in either aporeptiata or 

will reivilt in just and reasonable rates:" (c) Elkton Gas may 

attempt to recover from tbe 131%toa las customers the ctsts 

anscciateti with the supplier diversity commitment, the community 

Investment cummitment, and the merger transaction, including 

trennition coets;" and (d) Elkton G,sc needea to accelerate the 

remedy of any sysLem knowleds'e deficiencies in addition to the 

accelerated 4ssessment surveys of the Aldyl-A pipe." 

To address his concerns, he recommended that the 

Commiesion include as conditions to any approval of the acquisition 

the foliowing conditions: 

• Ecquire Elkton C7,3 to filo a 1.1;..se rate 
cc.se with a 2010 t.ist year:" 

• Pecuire the jolet applicants do"obltrete 
that the $50,000 one-time payment, rip-e 
c•sits au aptcr.:,9ri3re Ind resonable 
allocation of merger benefice to Elkton 

" 	vlovie: 011'ct At 4. 

Dituct it. 9. 

• fouvlovic Disect .ac 

• uarl.wrie 0 L.-act at 11-12. 

al net at 1.1 

eavinvic Direct. At S, 14, 
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Gas customers or require a payment based 
on an appropriate and reasonable alloca-
tion of the merger's benefits to Elkton's 
customers;" 

• Require a commitment by thc.  Joint 
Applican:s that Elkton (;as would not seek 
recovery from Elkton Gas' customers of the 
costs associated with (a) supplier 
diversity, (b) community investment, and 
(c) the merger transaction, 	including 
transition coots," and 

• Require the Joint Applicants to accelerate 
the remedy of any Elkton Gas system 
knowledge deficiencies in addition to the 
accelerated assessment ourveys of the 
Aldyl-A pipe." 

Staff's Initial Position 

Staff wiLnese Alvarado's testimony addreseed certain of 

the factors to be considered by the Commission pursuant to Public 

Utilities Article, 9 6.105. He noted that the direct customer pay- 
. 

ment flowing from Ulu Joint Applicant's one-time payment of $50,000 

to the Elkton Cap' customers would reeult in a payment "well short 

of customer credits approved by the Commission in past mergers."" 

Re explained that Staff therelore recommended a higher one-time 

payment of $52.15 per customer to retlect the ongoing nature of the 

: increased paymenL to Elkton Gas under the AMA." 

" Paviovic eirect at 5 6, 14. 

u  Pavlovic Direct at 5, 13. 

" Pc0/19vic Dirnct at 5, 14-14. 

" Alvarado Direct td. 3. 

" Alvarad!? Direct at a-lu. 

11 
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Mr. Alvarado staLnd that Slkton's cat,ital structure will 

not be impacted by the Merger because no debt or equity wtii ne 

Issued to finance the Merger by AGL or Slkton." He described the 

current Elktou Gas ecipital structure as consisting of 49.S3% equtty 

and S0.41% debt, which he observed is oonsiltenc with the capital 

atruct.are of most regulated utilities in Maryland." Ee indicated, 

howtmer, that both AGL aesourcee and Swithern Company hold riskier, 

wre leverage financial positions often associated with publicly 

traded corporations." To avoid any temptation by AGL Sesoureca or 

Southern Company to WALL some of the risk they face to Elkton Gaf,, 

Staff recommended that the Commission direct. Elkton Gas maintain a 

rolling 12-montn average annual eq.:Ity ratio of at least 4." 

Mr. Alvarado aaid that the condition would ensure that ElkLon Ga 

did not become overly leveraged and acudme tot much risk." 

Stair aluo recommended that Elkton Gas file a base rate 

ctse with the Commission no later than four years after the close 

ef Lhe merger in order to rat/few Elkton las financial position and 

other isauari identified in Staff's testimony in the matter." such 

au any change in employment levels upon txpiration of the three-

year commitment made by the Joint Appiicants. Mr. Alvarado also 

indicated that by requiring Elkton Gaa to 0.14 A base rate ease 

AlvarAdo uire..t at xi. 

" rd. 
" eavarldo Inreat at 11-12. 

" Alaaredo totrc:-7. ht 12. 

" 1.7acado Ci:Ict R. 

" Alvara.lo 'AN:et at 12. 
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within four yeara of the closing of the merger: the Commission may 

as9efin whether. the Joint Applicants .have been able to identify 

savings or efficiencies Chat: impact Elkton Gas costs. and ensure 

the reduction flows through to the Elkton rias'- Custemers." 

While Staff c:mimended the Joint Applicant for itn 

commitment not to reduce Elkton Gas' community invnetment levels 

for five years after the Merger, Mr. Alvarado noted that- Staff 

recommended that the Joint Applicanto be directed by the CommLsoion 

to increase the commitment from five years to cen years, imnaistent 

with previouo Commission deciethos." 

Mr. Alvarado stated that the Merger did not raise any 

cross-subsidies or affiliate issuee," and,,  with the directive for 

filiug a base rate cane within four years of the closing of the 

merger, the Commiesion will be able to determine-whether any costs 

of services provided to Elkton Gas by the Joint Applicant and other 

affiliates are included in rate base." 

Mr. Alvarado etated that Staff did eot oppose tho 

commitment of the Joint Applicants to increase the DSR by a factor 

of 4, but would recommend that: the condition be modified to require 

that the DSR remain at post merge/ levels indefinitely, and 

encourage Elkton Gas co increaoe its DER towards the 251 target 

over time." 

• 
" Alvarado Direct at 

" Alvarado Dirout at 

alv.lrade nine= at 1.6_ 

" la. 
" Mvarado eirect nt le. 

k.. 

000385 

103 



SOA11 Dkt. No. 473-17-1172 
PUC Docket No. 46238 

Staff' RF1 2-17 (NEE) 
Page 104 of 263 

STATE OF MAFYL.4 t4D 
PUBLIC SERVICE COLIMISSiON 

Tn addition Leo the baue race cane to be filed )n foer 

yeare, Staff Lecommended an annual filing be made by Elktou Gas 

until it files it base rate rase to npdats him Commission on tho 

stnt.as of each commitment the Gant; Applicants are malting and any 

addition conditions recommended by Staff." 

%r. Alvarado eLatad :hat the Merger will not result in 

harm te che customers providea Staff's, recommendations ate Accepted 

by the Commiseion." Further, 	all of Staff's recommendations& 

are aecepteci by the Commisaion, he said that Staii was satisfied 

that the Merger will result in nat benefita to the punlic 4nd thn 

Merger is consistent with tise punlie interegt, convenieace ard 

necessity." 

Strft wit-aces Stinnette disetased the ring f.nicing 

measures, ia addition to those feund in N. Alvarado's ccutimony, 

.1nd code of coeduct retters relevant to the Merger proteedlLg. 

me. Stinnette iecommended that the Joint Applicants he directed tG 

condect an anaiysis of operational functional risk to determine the 

adequacy of existing and filture ring fencing meaenres Lo be fiied 

with the Commission no latex. than 90 days atter the nloging of the 

Merger, and asnually with the infornation tiling as recommended by 

Mr. Alvarado." She also mem:mended that Southern Company be 

directed to commit Oat Elkton CRS aed itn affilia:es will cemply 

with the ntor,ttes lei regulations appLicnble to 01kt:on Gag regard- 

" AL9arAdo 	1: :9. 

rartmt di: 19 

A1U yyttriC 	 at. 20 . 
I-  GP' le et • Direct at. 2, 
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1 ing affiliate transactions.' 	Further, she recommended that' the 

Joint Applicants agree Lhat the Commission may, after an investiga-

tion and a hearing, order Southern to divest its interest in Rlkton 

Gas upon the filing of information that Southern Company or any of 

its affillaea bad experienced certain financial conditions or 

ratings downgrades by any two of the three maj.or rating agencies or 

Southern Company or AGL Resources have committed a Pattern of 

vzolationn of the Maryland public utility law and do not cure such 

violations after due notice." Ma. Stinnette also recommended that 

Elkton Gas resume filing its ring fencing report ae required by 

COMAR 20.40.02.06." 

Staff witness Clementson testified that, in the review 

of the Commission's Engineering Division's records regarding Elkton 

Gas distribution system reliability and customer setirice, hc did 

not find any pipeline safety-related issues in regard to either the 

distribution system or customer service." The focus of 

Mr. Clementeon's testimony was ,the commitment by the Joint 

Applicants to conduct an accelerated assessment survey of the 

Aldyl-A pipe in the Elkton Gas distribution system ("Infrastructure 

!: 
Enhancement") without recovering the costs of the assessment frbm 

the' Elkton Gars customers. 

" SL!anette oirect or 2, S. 

Stinnetts Direct it 2 3, 6-6. 

' stinnette uirect at b. 

4  clamenteco street at 1.5. 
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According to Mr. Closnentoon, Lhe Aldyl-A" pipe inotalled 

in the SiktGn Gas distribution syatem was used by many natural gus 

distribution operators from the 1970s ehiouip lhe late 1990s." He 

explained that the Aidyl-A piping maturial manufactured up until 

1903 has been ehoon to Le t,neceptible to deterioration known az 

"brittle-like crackinl 	He daearibea the cracking as ccaslating 

of. fractures tormed by brsage or cracking of a materia3 into 

diecersible parts, from which no deformation or clean break cam lac 

id.mtified." Mr. Clcmentaon stated that, in 1903, rui'ont modified 

the rasia used to produce the pipe to correct the isruec associated 

with brittle-like cracking, and thia type ea:: crackirg has not been 

seen in the modified material." 

Mi. Clsmentsnn therefore recommended approval of tue 

eommitment tor the Intro-structure Fnhancemenl." He aisc racom-

mended that the Joint Applicants be directed to file a c•opy of a 

complered accelerated assensnent study (including any otter 

deficieacies related to otbsr piping material within takton Gas' 

distrib'ati;:m hyntem Lhat could leid to unsafe condi:ions that are 

discovered as a result uf the assessment) with the Commiasion." 

Finally, he recommended that the Joint Applicauta be directed to 

" 	 eau a auite.O.al devmlopari an4 oanufa-tur.td by &A. unkont 
dt Hp.r,wra suld Con:any l'otn'Int'). Cl-mew:son ulteot at. 3. 

" Cte,,,latioa Direct AL 3 

" /d. 

" rd. 

" Citm-otpon olszcl: at 3. 

elCMC:11.1.;11 Diret at 2, S. 

" Clementeen clrect at 2, 5. 
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file a plan tor remedisting any of the deficiencien found with 

e'ther the Aldyl-A and/or the other piping.  materials, as a result 

of the assessment." 

settlement Agreement 

According to the Joint Petition, after the conduct of 

discovery and filing of testimony by the parties: the parties 

engaged in extensive and comprehensive negotiations with respect to 

all aspects of the Joint. Application, and were able to reach a 

unanimous settlement in the matter,. of which the terms and condi-

tions of the agreements are set forth in the Settlement 

Agreement." As a result, the parties agreed that, cubject to the 

terms and cnnditions contained in the Settlement Agreement, 

Southern Company should be authorized to acquire the power to 

exercise substantial influence over the policies and actions of 

Elkton Gas pursuant Lo Public Utilities Article, 5 6-105." Many 

of the terms and conditions are similar or the same a3 the 

commitments offered by the Joint Applicants in the Application, and 

others either expand the offered commitments or are new commitments 

that appear to be blsed on the recommenditione- contained in the 

testimony filed by OPC and Staff.__ 

" Clemenhnon Diieet at 2, 5. 

" Joint veticion at 3. 

" 

;1 
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Direct Customer Credits 

The nirect Customer Credits offered by the Joint 

Npplicants has been increased to he a direct customer r4te credit 

funded from a '::100,000 icier:laze in ths amount paid through Rlkton 

laa's APA, oyable over two yearat 	the first credit to occur 

vithin 7.20 days of the closing of the Merger, and the L,cc.nd credit 

to occut Ipithin one year f.:..eztafter," Adnitionally, tne Joint 

Ppplicante have agTeed to an addirional direct cuotouer rate credit 

to the customers, to occur wkthin 120 days of the closing of the 

Merger, which will be funded 2e a result of savings associated with 

the avoid:nee of fuxther relulatoty litigation cuatE in the amount 

of $100,000." 

Asseiement of Aidyl-A Pipe 

The joint Applicants commitment to conlu,:t ag 

accelerated assessment of Aldyl A pipe al no cost to the glirton las 

customers ia included as a term aad couditicn of the Usttlniumit 

Agreemert." 	in addition, the Joint Aplicoots have egroad to 

provide, dithin 60 days of completion, u copy nf the completed 

ACcelernteri assessment st:.dy of the Aluyi-A pipirg within Elkton 

Gas' diattibution syst.Na, wh547h will also Include any other 

defickeno'es identified in the course of pex:o4ming that aancesmant 

that relate to lbe othe: oipinu materials within E:.A.ton Zas,  

L.mdit:/4 1,CA Cond tA. 

5  

" 	C•na. 4, 
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distribution system that could lnad to unsafe conditions." 

Further; within 63 days of aompleting the accelerated assessment, 

Elkton Gas will piovide to the Comminsion a plan for remédiating. 

any of the deficiencies found with the Aidyl-A and/or any other 

piping materials discovered as a result of the asscssment." 

Finally, Elkton Gas agreed to continue to eyatematically remcdiate 

system knowledge deficiencies ln accordance with established 

; 
programs and proceduren." 

Rate Making MattOrs 

The Joint Applicants have agreed to file a base rate 

case within two years of the closing of the Merger." rn the 

interim, within 90 days of cloning of the Merger, Elkton Gas agreed 

to file an annual financial reporL for the previoua 12-month 

period, which shall Include Elkton Gas revenues and costs." The 

report also shell contain a calculation of the earned return on 

rate base and return on equity for Elkton Gas." Eikton Gas will 

thereafter file a financial report the next 12-month period within 

60 days of the 12-month period end." 

Should the .transition costs (costa incurred to achieve 

uynergy savin9u of the Merger) exceed nynergy savings during the 

" SA eand. 13. 
" SA Cond, 14, 

" :A cond. J.S. 

" SA Cond. S. 

" SA Cond. S. 

" id. 

" Xd. 
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teat year la Elkton Gas next .laso rate cane, the Joint Applicants 

have agreed to forgo coat recovery of the trmsiLion ccaLs Ghat 

excled synergy savings." Aduitionally, Elkton Gas agreed that it 

will aot lefk recovery in its rdtes of: (il any acquisition premium 

ausocioted with the Merger; (ii) any cost associated with good will 

ari-Ang frcm the Merger; or (iii) ary transaction mate iucurred in 

connection with the Merger." 

The Joint Applicants agreed tliat neither ACL Renoureee 

twr Alktca 13As will issue debt or equity In ronnwstion mith, or to 

fund, the Marger." Also, fcr A poriod of tato yeazs following the 

cl,sing of the Merger, Lhe amourt of coets asseised to Elkton Gas 

f.c.r nerviceo provided el-  an effillate ebill he no grenter than It 

would 'wave teen had the Merger not occurred, relardiees of whether 

s4c4 servicee are proftded directly or indirectly hy Southern 

Conqany CeLvices, inc., AGG nerviees Company, or auy other Southern 

Ccmwiny affiliate." 

!lowlier Diversity Enhandements 

An intti.aL.t 0ered as a commitment, the Joint 

A,Jplicants agreed to increase tha supplier diverslLv performance of 

EikLou Gas hy iprreasing Ltd DSP bv a faetor of 4 durir3 the period 

tft.cough 2a1.7, ao measured egaiest Elkton Gal,  7014 OM." In 

d.:finition of ,4f-4,..ts-•:..1c”• )r 	(I  5tt 	itt tii $A 
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addition, the Joint Applicanta agreed to maintain the OSR at pont , 

merger levels going forward, and continue to aim to increase Elkton 

Gas' DS4 over time to 

Community Investment Enhancements 

The Joint Applicants agreed to increaan their commitment 

le sustain Elkton Gas,  current levels of community investment from 

five years to ten years."' The Joint Applicants also agreed to 

maintain the commit-ment that Elkton Gas will not seek recovery in 

its rates of costs related to these community investmentt  

activities."' 

Financial Integrity and Ring.
Fencing Enhancements 

The Joint Applicants agreed that Elkton Gas will 

maintain a rolling 127month average annual equity ratio of at least 

48 percent."' They also agreed that. within 90 days of closing of 

the Merger and annually thereafter, Elkton Gas will resume filing a 

ring fencing report as required by COMAR 20.40.02.08."' 	ln 

addition, Elkton Gas agreed,to file a cost allocation manual 

purewant to COMAR 20.40.02.07 within 90 days of closing."' 

m id. 

SA Cond. 12. 
"2  Id. 
"3  nA Cond. le . 

SA, Cond. 17, 

.Td. 

:4 

III 
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The Joint Applicanis Also agreed to nonduct an anOynie 

of their operational and financial risk to determine the adequacy 

et' their existing ring fencing meaaures, using the ring fencing 

conditions aa set forth in a matrie attaehud to the Settlement 

Agreement, :excluding the tirst 1.117- ate ring fencing eendiLinne 

contained in che matrix."' 

Elkton Gas and its affiliated agreed co comply with the 

slatutes ani regulations applicable tc Elkton Gas regarding Affili-

ate transactions."' 

Southern Company agreed co promptly 'evert to the 

Commission any change by ac leaut two of the three mAjor credit 

zatieg agenciea of the rating oZ the senir,r unsecueed long-term 

publie debt aecurlties iseued by Southern Compeny, ACL Reaourcee, 

el Pivotal by providing the ratieg letter and related explanatory 

pore.'" 

Secure Marylane Employeent 

A5 offered ea.  a commitment in ite Application, the Joint 

Replicants agreed, :or at 2eant rhree years following the closing 

of the Merger, to meintain eureenc employment 2eveis within the 

Marylaad workferee eupportirg Elkton Gas operanions."' 

t" Up (7,1a0. 

"7  PA cuud. L. 

"I  :A Cori. 24,. 

'4* 
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Maintain Local Corporate Presence/Corporate Governance 

Additionally, as offered in its commitments in its 

Application, the Joint Applicants agreed to maineain Elkton Gau' 

headquarters in Elkton, Maryland".„ and to retain Elkton Gas' 

corporate name and form, and to continue itn existence as a divi-

sion of Pivotal.'" Further, the Joint Applicanta agreed that 

AM, aesoures wili continue to have a separate board of outside 

directors for a minimum of five years following the closing of the 

• Merger."2  

Most 'Favored Nation Provision"' 

The JoinL Applicants agreed, within GO dayn after the 

.1 Merger closes, to file with the Commission a copy of 'the final 

Ordern and/or Settlement Stipulations from.the jurisdiction which 

" they are seeking Merger approval following approval in each of the 

Jurisdictions. along with an analysis indicating tho total dollar 

amount of any direct customer credit approved in each jurisdiction 

and explaining the valuation of the direct customer credits awarded 

in that jurindintion as compared to the value of the henefita 

provided tor in paragraphs (2) and (3) of the Settlement Agreement 

(calculated in each cane on a per-distribution customer basis.) 

The Joint Applicants further agreed that, Lo the exttnt. on a per-

dintribution customer basis, the direct customer credits provided 

v" SA Cond. 22. 

m  '14 Cond. 23. 

"2  t.A Cond. A4. 

"I  SA Cond. 25 
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to customers in otrer jurisdictions are materially more beneficial 

in the aggregate than the terms included in the Settlement 

Ag.r.e..,ment, then tbe Joint Applicants will be cbligated to provide 

additional direct customer arcdits to Elltton aas,  custoisre 

esuivalent to vech shortfall ealcelated on a per-dietribution 

cuctomer basis. 

Further Conditions, Assertions, and Reoervations 

Nmong the ocher conditions, assertione and rasPrvations, 

PR.Ltien agreed that the Settlement Agree.nent represente a 

,:empremirie of divergenc eositions in oraar to end litigation, and 

shall not be regerded as precedent with respect to any future 

case." 	They agreed that the Comm'ssion'e acceptance of tbe 

Settlement AgreemonL may not be deemed or constitute in auy respect 

a determination by the Covnission as to the merits of any of tht 

contentione or allooations that might be made by any of tta Parties 

to tne Settacmcnt Agreement in tbe absence of settlement."' Tn the 

evert the Commission does not accept and approve the Settlement 

Agreement in iLs entirety, the Settlement Agreement will be ,leemed 

withdrawn and void, and the agreement and any matters associated 

with ate considerot'on by the Commission, may not lie corsidexed or 

aigued to be a waiver of tLe rights that any Part./ hls tor a 

docision in the ma-ter  m 

— 
J.t Cond. vn). 

9n. e: 

1:1  
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Upon unconditional acceptance.by  the Commiseion of the 

Settlement Agreement without modification, the Parties agreed to. 

waive their respuctive right to) (1) appeal a proposed order of the.  

Public Utility iaw Judge to the ComMission; (2; seek rehearing of a 

Commission order; and (3) seek judicial review of a Comminsion 

order."' 

Consideration and Findings 

Under S 6-105(g)(S) of the Public Utilities Article, thd 

ste)int Applicants bear the burden of demonstrating that the 

Acquiaition is consistent with the public interest., convenience 

and necessity, including benefits and no haym to consumers. 

Section 6-3.0t)(g)(2) pyoviden guidance to the 'Commission on the 

restore that it must consider to aosess whether .the Acquisition is 

in the public interest, convenience and necessity, including 

bene'fits and no harm to the consumer. After its assessment, lf the 

Commission finds te 'Acquisition is in the publIc interest, 

convenience and necessity, it may either approve the Acquisition 

with or without conditions. If it finds that the Acquisition ie 

not in the pubiic interest, convenience or necessity, it nhall deny 

the Acquisition. 

Tho evidence presented by the Joint Appl;cants. suggeute 

that the Merger will have_little, if any Imoact, on lhu operationa 

Of Elkton Gas in the near futuxe. The Joint Applicants, however, 

tncluded certain commitments to enhance direct benefits to the 

" SA Cond. 261i 

4 
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Elkton Gas cestomars and ho ausure that no harm to 0,e customers 

reoultcd from the Metger. Neither Stafi's Initial poaition rwr 

OPC's iai.ia1. position opposed the approval of the Acquisition as 

long as the Ccmmission included certain additions: conditiona in 

Ito approval. 	As a reoult, the Joint Applicants, OPC and Statf 

were abla to negotiate an agreement that appears 	balance the 

intoresto of all the parties and rusolveu tbe twins raisud by OVC 

and etaff. 

Below I conshar each of the factorn a^t forth in 

Section 6-105(1)(2) and aaneas each, based on the evidence aod awl 

conditions acmght ro ensnre benefits and no harm to the conouriar. 

as Wpil as rive public intereet. 

The Potential Impact of the Acquiaition on Patea and 
Charges Paid by Customers and ea Ous Sorvicea and 
Cenditions of Operation of elkton 08A 

in its case-in-ohief, the Joint Applicants asserted chat 

there would be 40 change in rates paid by the Maryland customers of 

Elkton Can as a result :if the Merger. 	Additionally, the Joint 

Npplicante committed that Slkton Gas, tn a future rate case, would 

not seek to re:over in iti hase roles any acquisition pr,..miam, 

goodwill ur trancaction 'Lost tbat arose as a result of the Merger. 

According to t Joint ApplicantA, neither AOL Pl.-sources no. 31ktoa 

CRS will !sw.le .lett or cquAty in connection 	or to fuvd the 

Merger. 	Che Joint Applicants also indicated that its rlan for 

operating Elkton Gas ,fould not result_ in a%y -.dvorse cLavges to the 

servico r.nd conditir‘ns or opecatimi of Elktin Ian. rurther, the 
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Joint Applicants pointed to *the conduct of an accelerated 

assessment of the distribution system to determine nhe condition of 

the Aldyl-A pipe awe. means to increaae the safety and reliability 

of Elkton Cas pipeline system. 

Poth OPC and Staff each initially recommended that the 

Commission condition its approval of the' Acquisition with A 

requirement that Elkton Gas tile a base rate case within three to 

four years after the closing of the Merger.• The purpose of the 

filing,, according io each of OPC and Staff, is to ensure that the 

Slkton customers receive any benefits of any reduetion in costs 3n 

the event savings and efficiencies result from the Merger, even 

though currently none.are forecaated, as well as to enaure that 

Glkton Gas does not include the acquisition costs in it3 vitas. 

The Joint Applicants have aareed that Elkton Gas will file a base 

rate case within two yearn after the date the.  Merger closes: 

The filing of a base rate caae within two years of the 

Merger closing date may well resuit in a change in base ratem, but 

I conclude any such change in ratos will not be trom the recovery 

of costs or expenses asaociated with the Merger. indeed, after the 

Merger closing, there may be some synergy savings that arc found in 

the Ural: several years atter the closing, which then can he flowed 

to the Elkton Gas customers sooner than"later. Further, there is 

no evidence in the record that suggests that the current services 

and operations of Elkton Gas wlil be materially changed in its 

Maryland service territory ai a result of the Merger. 

Additionally, the Joint Applicants have committed Lo an 
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