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AGLR will be a wholly-owned first-tier corporate subsidiary of Scuthern,
Central Valley’s position within AGLR's corporale structure will remain
unchanged.

Central Valley will continue to be a wholly owned subsidiary of Nicor
tnergy Venture Company, a wholly owned subsidiary of Ottawa Acquisition
L1L.C, which in turn is a subsidiary of AGLR. The sole change 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
Cade Section 854.

California Public Utilities Code Bection 854{n) requires authorization from
the Commission before a company may “merge, acquire, ot conirol either
divectly or indirectly any pubiic utility organized and doing business in this
stale...” The purpose of this and related sections is to enable the Commission to
review proposed ransactions and to take action in the public interest, as a4
condition of the transfer, before any transfer of public utility authority is
consumumated.! Absent prior Commission approval, § 854(a) provides the

transaction is “void and of no effect.”

2.4. Compliance With Rule 3.8

California Public Urilities Comumission Rules of Practice and Procadure,
Rule 3.62 sets forth requirements for an application to acquire or control a utility.
The applicalion comphes with those requirements.

E e Saa Juse Widder Co (V163 10 CHC 56
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The most recent Annual Report to Shareholders, proxy statement, and
financial statements from the Annual Report on Form 10-K for AGLR are
attached to the application as BExhibit 3, ﬁxfr‘nibit 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 Lxhibit 6, Exhibit 7, anr:i 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 AGILR 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 and 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 Commiission to determine if a
transaction should be ap}:&roved under § 854(a) is whether the transaction will be
“adverse to the public interest.”? 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.

3 &re, for expople, Quest Communirations Corp., D00-06-079, 2000 Cal, PUC LEXIS 645, #18, This
is also the stendard applied by 2.03-06-069 {2002 CalPUC LEXIS 975), in which the Commissiun
authorized the transfer of control 16 EnCana, and by D5-124007 (2005 CalPUC LEXIS 5273, ’
which authorized the transfor of a 50% interest in the parent of Lodi Gas Storage, 1.1 C.

R S
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In fact, the Commission bas notconsidered “ratepayer benefits” in its review of
other change of control applications by independent gas storage providers.

Public Utilities Code Section 854, subsections (b} and (¢) do notapply to
this transaction because, according to Joint Applicants, neither AGLR, Southern,
nor ary of cither company’s affiliates has gross annual California revenues
exceeding $500 million.

3.2. The Proposed Transaction Is Mot Adverse to
the Public Interest

The Commission has previously exprossed ifs intent to exercise its
regulatory authority to review and appiove proposals for a change in conirol 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 oveur directly, or indirectly through

corporate intermediaries. Such review should help to ensure the

continued economic viability of such utilities and to prevent market
manipulations that may affect not only their own customers but also
larger ralepayer groups.®
in 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 cantinue to be responsible for operating and maintaining safety and

environmental oversight under itis CPCN. After the lransaction is completed,

Central Valley will continue to hold the CPCN {or its storage facility isaued in

F Gee, DTN 0 {2008 Col TR RXIS 234) and $2.14-12.013 (2014 Cal. PUT LEXE: 5875,

§ NE-12-00%, 305 Tal PUC TEXS 527 guoting TO3-02071, 2D CulPdC LERIS 123,
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D.10-10-001 and will continue to be bound by the terms and conditions of its
CPCN.

The proposed indirect change of control will also not atfect Central Valley,
its customers nar 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 ertificates, assets or customers of Central Valley .8

Joint Applicants state that an affiliate of Central Valley, Sequent Encrgy
Management (Sequent), has, since Central Valley's CPCN application {iling and
subsequent transfer of ownership to AGLR, entered into a small number of gas
storage and gas transportation transaclions 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® Therefore, the proposed transaction will have no significant impact

on competition or the matketplace.

& Application at 2,

7 The application states Sequent has two storage contracts in Californin, one at PG&E's Citygate
and the othur at Southern California Gas Company’s (SoCalGas) Cilygate. Both ave for 2 Bof
Maximurn Storage Quantity, expiring March 31, 2016, Sequent also states ithas a storage
services mastor agreement with Central Valley bul does not carrently have any active storage
transactions there. Along with being active in the daily interruptible wansmission capacity
markel on PG&E's system, Sequent also holds transportation wapacity on Kern River Gas
Transmission with firm deliveries into SoCalGas’ system at Kramer and Wheeler Ridpe points,
expiring April 30, 2018, la addition, Sequent detivers landill gas into California.

8 Application at 11
il
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These transactions do not provide Sequent, Central Valley or any other
affiliates with control of gas storage assets amounting to market power. Inlight
of the foregoing, the merger will have no significant impacl 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 lability insurance per
occurrence and in the aggregate {(with certain inflation adjustmenis) and to
obtain the insurance «ither directly or through Nicor. AGLR assuned this
respornsibility from Nicoy, pursuant o the Commission’s approval of Central
Valley's transfer of ownership from Nicor to AGLR by D.I1-05-020. Under the
terms of the proposed transaction, Southern will replace AGLR as Central
Vallay’s ultimate parent and, therefore, Southern shail replace AGLR as the
responsible party and shall be authorized to obtain insurance on behalf of
Cervral Valley.

Central Valley will benefit from Southern’s combination with AGLR. The
merger will combine two companies with complementary cxpertise and skill sets
and will create a combined company with a ore geographically diverse
footprint. The overall size of the combined company and Southern Company's
strong financial position is anticipated o be beneficial to AGIR and Central
Valley. The Joint Applicants anticipate the combined company will have the
fimancial resources to enuble Central Valley to continue to meet all of its capital
needs ancd to continue providing provide sale and reliable services to California
CUSLOMETs.

Finaliy, the merger will have no advorse impact on safety, Central Valley
will continue to function »s an independent natural gas storage provider and the
existing operating staff will continue to ovessee day-to-day activites, Operations

Ly
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will remain consistent with current satety stondards and Central Valley's Revised
Natural Gas System Operator Safety Plan.

The change of ownership and control may be cmnpiete:i and future
operations conductéd with the assurarice that it is not adverse to the public
interesl. The Merger Agreement is essentally a “paper” transaction which can
be accomplished without any effect on Central Valley’s operations and without a
stgnificant impac;: on competition 'm(the relevant marketplace. Central Valley
will continue to operate as ;n independent natural gés storage provider subject
to the jurisdiction of the Camn;ission in the same manner it dees today.
Therefore, the transaction is not adverse to the public iriterest.

4.  California Environmental Quality Act Compliance

Under to the CEQA® and Rule 2.4 of the Comumission’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, itis possible i;hat a change of
ownership and/or control may alter an approved project, result in new projects,
or change gaciliiy operations in ways that have an envirorunental impact.
However, Joint Applicants state that the transaction at issue involves the inaireci
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
environment. Further, Joint Applicanis noie {hz}t Central Valley will conlinue to

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

# 13ble Resouress Cx;zie § 21000 ef seq.

10 -
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and comply with all environmental conditions imposed iniks CPCN and the
Mitigated Negative Declaration

We conclude that under these circumstances, the proposed project
qualifies for an exemption from CEQA pursuant to § 15061{b}5) of the CHQA
guidelinest as it can be seen with cevlainty that the project will have no
significant impact upon the enviionument. Therefore, the Comumission need
perform no turther exwvirornumental review for this application.
5. 'Conclusion

We find that the Application should be approved. This approval does not
medify in any way the terms and conditions associated with the CPCN granted
to Contral Valley in 010-10-001. However, once indirect ownership and control
of Central Valley is traasferred from AGLR to Southern, Southern shall assume
responsibility for all cbligations timposed on Nicor in D.10-10-001, including the
requirement to obtain, if Central Valley cannot, an insurance policy to provide
350 million {as adjusted) of general lability insurance coverage on behalf of

Central Valley.

& Categorization and Need for Hearing

in Resoludorn ALJ 176-3368, the Commission preliminarily determined the
calegory of this proceeding to be ratemaking, and that a hearing was not

necessary. We alfirm that categorization,
Y

9 See Applrationat 1214

TiMe 14, Cabifurra Code oF Ropalalone, 5 15000 o e
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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 cur Rules of Practice and Procedure and Pub.

Util. Code § 311(g)(1), the proposed decision of the Admindstrative [ 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, ilinois.

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 AGLR, Southern, nor any of either company’s affiliates has gr(;ss
annual California revenues exceeding 5500 million.

5. Ceniral Valley is a wholly-owned subsidiary of Nicor Energy Venture
Company, 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 execuled a Merger Agreement
which provides AGLR will become a wholly owned subsidiary of Southern.

7. Under the Agreement and Plan of Merger, Central Valley will become an
indirect wholly-owned subsidiary of Southern.

8. The proposed transfer will resuli in the change of ownership and control of

Central Valley but will not result in the transfer of any certificates, assets or

L2
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customers. Central Valley will continie to ba bound by the terms and conditions
prescribed by the Commission in D.10-10-001.

2. The proposed mansier will not result in any change to the services
provided by Central Valley, or to the rates or terms and conditions unler which
services are provided,

10. The proposed transaction is not anticipated to have an hipact on Central
Valley’s operations.

11. Neither Snutherii nor any of its subsidiaries own gas storage {acilities or
pipeline assets in California or the West Coast.

12. The propesed transaction wiil have no significant impact on competition or
the marketplace,

13, The proposed transaction will not have an adverse effect on the public
interest,

14, The proposed transaction will have no adverse impact on safety.

15, Central Valley will continue o operale as an inddependent natural gas
storage provider subject to the jurisdicton of the Commission,

16. This chang= of ownership and control will have no significaut effect on the
enviromment since Central Valley will continue to be operated as previously
authosized by this Coramission, including all environrmental mitigation
measures and all monitoring requirements and restrictions hwposed in

D.13-10-C01.

Conclusions of Law
L. Ceanal Valley is subject to the Commission’s jurisdiction and will continue
tu be subject to jurisdiction of the Commission in the same manner as it is today.
2. Public Utifities Code Section 854(a) provides that no persen or corporalion

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

- 13 .
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1

and domng business in California without first securing authorization from the
Commission, }

3. The transaction propoesed 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() is whether {he transaction
will be “adverse to the public interest”

5. The Application should be granted ander Public Utilities Code
Section 854(a). ‘

6. Public Utilities Code Section 854, subsections (b) and (¢} do not apply to
this transaction. .

7. Central Valley should continue to be bound by the terms and conditions
imposed on it as part of the CPCN granted in D2.16-10-001. _

8. Upon completion of the proposed transaction, Southern should be
autherized to replace AGLR as the responsible party who may obtain the general
insurance required in £.10-10-001 on behalf of Central Valley.

9. I'his change of control qualifies for an exemption from CEQA under CEQA
guidelines § 15061(b)(3) and therefore, 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 Central Valley Gas Storage, LLC, AGL Resources Inc.

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

i

-4 -
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of Central Valley Gas Storage, LLC, from ACL Resources Inc. to The Southern
Company is approved pursuant to Pablic Utilities Code Section 854.

2. Central Valley Gas Storage, LLC, and its owners shall continue to be bound
by all terms and conditions of Central Valley Cas Storage, LLC,s certificate of
public convenience and necessity, as granied by Decision 10-10-001.

3. Upon completion of the proposed merger of AGL Resowrces Ine, and The
Southern Company, The Southern Company shall be authorized to obtain the
general insurance required in Decigion 10-10-001 on behalf of Central Valley Gas
Storage LLC.

4, The authority granted by thus Order shall expire if not exercised within one
year from the effective date of this Order.

5. Application 15-11-011 is closed.

This order is effective today.

Diated March L7, 20186, at San Franetsco, California.

MICHAEL PICKER
President
MICHEL PETER FLORIO
CATHERING LK SANDOVAL
CARLA [ PETERMAN
TTANE M. RANDOLPH
Commissioners

28
0000310



SOAH Dkt No. 473-17-1172
PUC Docket No, 462338
Staff RF1 2-17 (NEE)

Page 29 0f 263

itz
COMMISSIONENS: ;’ji ; F ]
CHUGK EATON, CHAIRMAN : S BBRAH K. FLANNAGAN
#. DOUG EVERETT F BXECUTIVE DIRECTUR

£y 13 o0

TIM G, ECHOLS
LAUREN “HUBBA™ McDONALD, iR,

BEECE MoALISTER

STAN WISE ; EXCOUNYE Stcrem [EECUTIVE SECRETARY
By regert s
1 GRSC
Georgia Dublic Serbice Conunizsion
{484) 656-1501 244 WASHINGTON STREET, SW FAN: (404) 656-234f
{00} 2BA-SK1D ATLANTA, GEORGIA 30134-9082 WWW.prestale.gn,us

May 4 2016
M. Recce MeAlister .

Exceutive Scoretry ©
Georgia Public Service Commission
244 Washington Street, 8.W,
Atlanta, GA 30334,
' Re: Doclket No. 39971 .
Joint Reguest of Atlanta Gas Light Compuny, AGL Ressurces, Ine, and The Southern
Company for & Finding That Southern Company’s Merger With AGL Resources, loe.
Complies With Applicable Law

Docket No. 9574

Southstar Enecrgy Services LLC dib/a Georgia Natural Gas; Application for a Natural Gas
Marketer Certificaie of Authority

Dear Mr. Mcealister: ~

On behalf of the Georgia Public Service Commission, enclosed (o filing please find the Order
Adopting Setiicment Agreement.

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

Sincerely,

Artormney
Enclosures

Ce: Al partic\s of record {w/enclcsurés)
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LOMMISSIONERS:

CHUCK EATOM, CHAIRMAN
LAUREN "BUBBA” McOONALD, JH.

[ % LED DEBORAB K. FLANNAGAN
4 b EXECUTIVE DIRECTOR

Titd G. ECHOLS
H. DOUG EVERETT May 89208 HEECE MoALISTER
STAN WISE ., EXECUTIVE SECHETARY
EXECUTIVE SECRETARY
Beargi Public Sertice Cmbfbitasion
G B e 244 WASHINGTON STREET, SW. FAX: (404) 535.2344
{300} 182-6813 ATLANTA, GECAGIA 300345701 waRvLpsc.slale.ga.us

BBEAET# 279 2,
DOCUMENT# S s |

RE:  Joint Regquest of Atlanta Gas Light Company, AGL Regourees fuc, and The
Southers Cumpuny for a Finding that Scuthern Company's Merger with AGL
Resources Complies With Applicable Law,

DOCKET NG, 39971

ORDER ADOPTING SETTLEMENT AGREEMENT

APPEARANCEN:

On behall of the Geoeyia Public Servire Commission:

IPFPREY STAIR, Attorney
NANCY GIB3OMN, Attorney
PRESTOM THOMAS, Atorncy

On behalf of Atlanta Gas Light Company:

MARK CAUDILL, Attomey

On hehall of AGL Resources, ing,:

ROBERT HIGHSMITH, Attorney

Diocket No. 39971
Order Adopting Sstilement Ageament
Moge L of /
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Cn behalf of Georgia Power Company and
Southern Company:

KEVIN C. GREENE, Attorney
BRANDON MARZO, Altorney

On behalf of SouthStar Bnerpy Services, LLGC
WJ/b/a Georpia Natural Gag:

ROBERT B. REMAR, Attorncy

On behalf of Fireside Natural Gag and True
Naturid Gaw:

ROBERT B. BAKER, Attorney
On behalf of Gas South, LLC: v

D. MARK BAXTER, Attomey
y  THOMAS McCLENDON, Atomey

On behalf of Georgia Association of Manufacturers:
CHARLES B. JONES, UL, Attorney  +

On behalf of Genrpig Indusidal Group:

RANDALL D. QUINTRELL, Attorney

On behalf of Georgin Watch and The National
Housing Trust:

CHARLES HARAK, Attorney
JENIFER BOSCO, Attormey

On behalf of Liberty Utilities:

RUSSELL BRITT, Attorney

On bebalf of Resowrce Supply Management:

IM CLARKSON

Docket No. 39971
OrderAdopting Settloment Agresment
Puge 2 of 7
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On behall of SCANA Fnersy Marketing, Ine.

WILLIAM DRADLEY CARVER, Attorney
JOEL McKIE, Attomey

On behalf of Walton EMC Natural Guy:

HM BOTTONE

BY THE COMMISSION:

i BACKGROUND AND PROCEDURAL HISTORY

This mulivr vomes belore the Georgle Public Serviee Commission (“Crrunission™) to
consider the Joint Request of The Southern Company {"Scuthem™), Atlants Gas Light Company
{*Atlanta Gas Light"), and AGL Resources Inc {"AGLR") (collectively “Joint Petitioners®) for a
finding that Southern Company’s merger with AGL Resources cornplics with applicable law (the
“Application”), On December 15, 2015, the Commission issued its Procedural and Scheduling
Order seiting forth the dates for the [iling of testimony and bricfs, as well a3 the date for hearings
in this matter, These proceedings were held to encomnpass complex litigstion pursuant o
O.C.0.A §9-11-33. The Procedural und Scheduhiag Order was alse {ssued in Docket No. 9574,
which was consolidated with this proceeding for purposes of hearing, to consider the application
of SouthStar Encrgy Services, LLC d/b/a Georgia Watural Gas for Amendmesnt W Interim
Certificate No. GM-0017 Reflecting a Change in Owneaship st the Holding Company Level filed
on December 7, 2015, In addition, the Commussion joined Georgia Power as a party to this
proceeding.

On December 17, 2016, the Joint Petitionars filed their Application. Simultancously, the
Joint Applicants filed the direot wstimony of Ann P, Daiss, Gregory N. Roberts, Henry P
Linginfelter and the panel of Thnothy 8. Sherwood, Michac J. Marley and John M. Cogburn,
On Warch 15, 2018, the Commission conducted hearings on the Juint Petitionss’ diroct case,

In addition to the Commission Staff (“Staff™), several parties intervened i this Doeket.
Interventions were filad by Georgin Industrial Grong (“GIG™), True Nataral Gas, Fireside
Watural Gas, LLC (“Fireside™), Grorgiz Association of Manufacturers ("GAM™),
Georgia Wateh and the National Housing Trust, Besource Bupply Management ("REM™),
Infinite Energy (“Infinite™), Gas Bouth, LLC (*Ges South”}, Scana Energy Marketing,
Ine. {"Scans™), Walton Energy d/b/a Walton EMC Natural Gas ("Waltoa”) and Liberty
Utitities (“Libenty™).

On Aprit 1, 2016, Georgia Wateh and the Notioas! iloucing Trust filed the direc:
testimony of Dane Bartolomel. On April 4, 2016, the 3T filed the ditest testimony of Richacd
Bawdino and the pamd testimony of Tom Boad and Lane Kolen.

Docket No. 39971
Oreder Adopting Settlement Agreement
Page 3 of 7
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On April 7, 2016, a Scttlement Agreement that would vesolve all issues relating to the
Application was filed with the Comunission. The Settlement Agreement, .attached hereto as
Attachment A and incorporated herein by this reference, was execuled on behalf of Southern,
Georgia Power Company, Atlauta Gas Light, AGLR, Staff, Gas South, Scana, Infinite, Walton,
Fireside, True Natural Gas, Georgla Watch and the National Housing Trust, GAM, GIG, Liberty
and RSM. On that same date, the Coramission 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 Badolomei and the testimonics of Staff witnesses
Richard Baudino and the panel of Lane Kollen and Tom Bond into the record of these
proceedings, and scheduling a Special Administrative Session on Thursday, Aprit 14, 2016
following the 10:00 a.m. Energy Commitiee to consider issuing decisions in this proveeding.

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

L JURISDICTION

‘This Commission has jurisdiction over Southern Company’s merger with AGL Resources
. Tor several reasons, Pursuant to an order issued on February 6, 1996, in Docket No. 6293-U, the
Commission authorized a restrucluring” of Atlanta Gas Light, a gas wility that provides
distribution and intrastate pipcline service pursuant to the regulation of this Comumission, as a
wholly-owned subsidiary of AGLR and reserved jurisdiction over that restructuring, As a result
of that restructuring, Atlanta Gas Light refained itg status as o gas utilily with certificated
operations subject to the jurisdiction of the Commission: AGLR hus an ownership stake in one
natural gas marketer, SouthStar Lnergy Services LLC, which operates as Georgia Natural Gas
(“SouthStar”). Joint Pétitioners have requested thut the Commission determine the proposed
reorganization to be lawful with Atlanta Gas Light continuing to own gas utilily asscts pussuant
to ity certificates and continuing to condugi ull of its certificated gas utility operations, including
all of its operations 43 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 SouthSiar, and is a separate wholly-owned subsidiary of Southem.

Dacket No. 39971
Order Adopting Settiement Apreement
Pago 4 of 7
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In nccordance with, OUC.GLA, § 46-4-25(n) roquites the Commission to consider the
folloviing foctors:

. Whether existing pas pipelines or distribution systemns are adequate 1o mneet the
reasonable public needs;

. The wolume of demand for such pas, and whether such demand and that
rensonably to be anticipated in the future can support aliendy existing gas pipeline
sad distribution systems, iF any, and algo the pipeline or distribution sysiem
proposed by the applicant,

. he financial ability of the appiicant 1w furnish adequate continuous service and to
meot the finuncial obligations of the service which the applicant proposes o
perform;

o The adequacy of the supply of gas to serve the public;

* The economic feasibility of the pipeline or distribution system and the propriety of

the enuinecring and contracting fees, the expenses, and the financing charges snd
costs comnected with the pipeline ar distribuuon system; and

. The offect on existing revenues and service of other pipelines or distribution
systems, and particularly whether the granting of the cerdificate will or may
seriously tmpair existing public service,

Maost of these factors are mure pertinent when an applicant is seeking a new certificate of
public conveniente and necessily, proposing o own or operaie new gas disiribution facilities, or
proposing fo serve & now aren. They do not specifically address the circnmstances where a
corpurale reumunization proposes ne change in a subsidinry corporation’s existing certificated
authority and mstead propoves a change of control through the acquisition of the voling stock of
the ultimate parent holding company. Here the change in ownership is indivest and involves
AGLR coming uunder pommeon shareholder ownership with Gourgia Power.

Section 46-4-25(k) of the CGeorygia Code provides that the Commission is not limited o
consideration of the factors Histed In OCGA. § 46-4-25(a). In light of the constitutional
prolibition of legislation that “authorize]s] any contract or agresment which may have the effect
of or which is iniended to have the effcet of defeating or lessening competition,” GA CONST,
art. 3, § 8, 9 S{e)(1), the Commission's speeific responatbility 1 protect competition in Georgia's
deregulated natural gas marketplace pursuant to e Matural Gas Competition and Deregulatinn
Act D.C.GAL § 46-4-130 ot seq., and the prescrvation of certain competition and prohibition of
anticompetitive practices in the Georpia Territorial Eleetric Service Act, 0.C.G.A. § 46-3-1 ¢t
autl., e Conunission considered  the effect of the proposed transuition upon the availability of
gos and alectric ulility service, the cust oY service, availahility of seevice and compsting onurces
of supply as authorized snd required by faw,

Pxockat No. 39971
Order Adoplusg Seltement Agreement
Page 5 of 7

34

0000316



+

SOAH Dkt. Ne. 473-17-1172
PUC Docket No, 46238
Staff RF12-17 (NEE)

Page 35 of 263

i

Pursuant to O.C.GA. § 46-2-20 ot seq., the Commission hus, imter alin, general
supervision authority over Georgia Power. This includes the authority to examine ity affairs, the (
authority to establish a system of accounts for Georgia Power, and 1 cusure preservation of
adequate and dependable clectric service at just and reasonnble rates.

HI FINBINGS AND CONCLUSIONS
1.

After a thorough and complete review of the evidence in the record, the Commission finds and
concludes that the {erms of the Seitlement Agreement are reasonable and that the resolution of
this matler, a3 provided in the Seltlement Agreement, are appropriate and in the public interest of
the State of Georgia.

2.

The Commission finds and concludes that Southern’s merger with AGLR complies with
applicable law and should be approved subject 1o the additions! térms and conditions set forth in
the Scitlement Agreement that sball become obligations of the Joinl Applicants, as well as
Georgia Power Company and SouthStar following completion of the merger, (Scttlement
Agreement, paragraph 1)

* % 0

WHERLFORE IT 1S ORDERED, that the Commission hereby adopts as an Order of
this Cornmission, the Settlement Agreement attached lercto as Attachment A and incorporated
herein by reference.

s ORDERED FURTHER, that ail findings, conclusions, stalements, and directives made
by the Commission and contained in the {oregoing sections of this Order are hereby adopled as
findings of Fact, conclusions of law, statements of regulatory poiicy, and orders of this
Cominission.

ORDERED FURTHER, that 2 motion {or reconsideration, rehearing or oral argument
or any other motion shall not stay the efiective date of this Order, unless otherwise ordered by
the Commission.

Docket No. 39971 1
Order Adopting Settlement Apreement
Page 6 of 7
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ORDERED FURTHER, that jurisdiction vver this matter is expressly retained for the
purpose of entering such frtdier Onder or Onders as the Conundssion may deem just and proper.

The abave by action of the Commission in Special Administrative Session on the T4t
day of Apdl, 2014

i L

Hesoe McA[iatm Uhuck Eaton
Lxreutive Sevretary Chairman

5574 A

Qaie Date

Doclet Mo, 39971
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PTLMENT AGLEEMENT ¥R BOCKET M4, 19971

E)

The Southern Covepmry { Soutlyre ™) Atlenta Gos Lisht Company { Atlonts Gas Light™y,
and AGL Resowrces ne (CAGLE™ toollzatively “Ioint Poiitioners ), Ocergin Power
Conpany {“Grorpis Powe™), the Georgla Bblle Servies Connlssion Stafl], Gas Bouth,
LLE, SUANA Yuergy Marketing, Tue, Infinite Enorgy, e, Wiltou Lnergy /s Walton
200 Matupal Gey, Tiee patend Gaxoand Fireside Mataral Tias, 1L amee that
Seuthore’s merger with AGLR vihe “derger™) complics with appheadls v and shauld
be appreved subjed © the Bowiog addidona] tae wid coaditmr. that dhall hesome
ohiigutions of ihe Joint Petitioners, as well as Georgin Power Company lleoia
Povnry paed SouthStar Energy Services LLC. dinfa Georgls Isenasl Gos PONGT,
fotleaving the completion of the moner, Lhe Patices of Changs in Torporata Ownurshap
dad by SouthStar shall Hkewise be approved,

The Mrvper shall pot canse Geogia Power or Allanta Gas Ligat ' orerste, ol any Hig,
iy ey Hat bavms theie sespoctive cudomers.,

<. e, gor Transection fosts' are vot recoverable through the ctomal ing provess,
b Geoegin Dower and Atlants Tas Linht chall ceontioue to deovotz resourses

BeLLEsaAry 1o el curenl ewrvice vuality sad reliability loveis and standards
wider <xis tin g Comaaission ordurs (Dochets 11947 13395, v ad), ue ns stondards
are modifird n fatwe proctecings by the Commisrion, atdanis Gas Light shall
continue 10 L2 subject o end Shall comply witl 2l Stae and Federal Mintmun
Pipeline Safvly Requirumeat

. Meither Goodvall cusis ao (alr valte s cicess ol net book valie is renovarable
throngh ratomaking procssa and setler Decgin Poveer noe Atlata Gns %ight will
seek 1o revover oueh conts tarough the vachiakiag prooess, Al Onuduodd! shall be
ecended ot Southerg sl shali not Le “Pushad Down™ buyond the LW GLE levdt
fiy seeounting mposes, Al foly valne o cxeess of pwt bank valie shall be
secorded at AGERL

A, Neither Grodoill nor lulr value in exeess of net heok value shall pe “pushed
duwn” 1o te eagrdated siliny leved for accounbing purpuses; s, therefore it shalt
not be Tnehuded fo any vade bose sochs, operating expensas, o in the cost of eapital
1w ey Sz Coorgin Power or Allanla T Tight rate procvedong, rete plan, oy
regutatory monitednyrenoting.

Fye i Tiasaction and Towsioon Costs are defe b poovidded Trostoazaon g perein

file

L Bdoeem tepon s, sheall b oo fi o a5 vovardery Dondsatd wendnl i an £ imue, wote

4o

§ et

faait Crelefiet g e eaes s of the pue oase ovies over the Db edie of e sl | ouepany.

ity

LR P VR IRt

worket vali, e snilinn of e pAMEEm a5ty eader s teialad amnRse T Seumen sy and L meiaon
sty gt

Dot Mus, 3975 % 0574
sl ITedsey STrRe e |

5‘; o 5,.;"3 ‘
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e, Al Merger Transastion Cests shall be recorded by Southern and/or AGLR. Mo
Transaction Costs shall he charped or allocnted w Georgia Power or Adanta Gag
Light for accounting' puiposes cxeept a5 provided for herein.

£, o Meiger Truusaction Codts shall be included in any rate base costs, operaling
expeuses, or i the cost of capital in sy future Georgia Powar or Atlanta Gas
Light rate proceeding, rate plon. or regulatory monitoringfreportiag.

8. Meurger Transaction Costs shall be dJefined ag “ross incureed in pursuing and
execuling the merper” {response 1o 8TF 3-1(a)) and shall fnclode, bul are uot
limited to.

i Legal, consulting, and other professionu! advisor costs to ‘nilinte, propnrs,
consurmmate, and implement the mergee, cluding obtaining regulatory
approvals, and compliance with regulatocy conditions

13

it. 2ebranding AGLR and affiliates us Southern Company allilintes”
iii. Directors and Officers (*D&O™ il nswance

iv. Hrecutive change in control (severance) costs

v, Executive etention agieemant costs

b No Mergey Transition Costs shall be included in nany rate base custs, operating
expenses, or in the cost of capilal in uny {uture Guorgia Power or Atlanta Gas
Light rate procewding, rate plan. or rbgulatory monitoring :

i Metpger Tiansition Custy shall be defined a3 costs incurred o combine and
integiate upeiations of Southern and AGLR aftor the Merger cluses.  Merger
Transition Costs will be incuni ad pror to und following the closing of the Merger,
including expenses’incuured o align diffeiing techoology platforms in support of
the combination and integration of operations between Southern Company end
AGLR? Southern and AGLR will acconnt for and tmek Merger Transition Costs
separately using mmnual cost tacking techmiques and by wiilizing specific
accounting codas to identify these costs before the merger closing and after the
closiug throuzh Necember 31, 2019,

3 wierger Savings shall be defined as savings achioved ns a result of combining and
inteprating operations of Southers and AGLR before ond after the Merger closes,
In dewrmining Merger Savings, partics shall wtilize the methodolugy used in the
Concentric smudy filed by AGLC on December 9, 2017 in Docket No, 31647 o

b Cost inewred in the ordmary course of both or either Ceorgia Power’s or Atlama Gas LighU's business that would
have bren beuned by cither or both compans inepective of the merger, including but nof Himited w leuhnoligy or
wsteanation upgrades o improvemants andfor functional teorganizations, shall be eonsriered natther Transsction aor
{ispsitinn Costs, To the eatent that parties disagres as io the proper designation of sny cont, the Conedission shall
malos s Coterinnation,

Dockat Nos, 35971 £ 9574
Settlerent Agreament
Paga 2
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saleudate the MHeor merger savings in Docket No, 31647, except as maodilied in
Wiz Stiralntion

Mot Mamger savings shall be defised s the ditfersnen between Merger Savings
aned Merger Dassition Cows. However, Mot Mevgur Savings shall veeer be
Aegutive,

The Juine Appucauts will tnke reasoanlie and poudent steps to istegrate the
companics and idadily aad tmploment edflctencies aad cost savings,  Medther
Ceoryria Sower nor Aot Gas Light shiali seek veovery of any Tonsition Costs
suouriad, Geowgla Pows: aed Atlanta Gas Laghe shall be sliowad 12 sotain the
entiveoy of G actsd Megur Eaviugs achueved o vach of e tiee calenslar yoars
fotlowing the merger. Following the intial dwue yoars, sl Mega Savines shull
e sharsd on a GG basis borween vmepayers sod e conpunizs for an
addPionsl theae year peved. Thereafler all Marger Savings shall b Howed
thyough to customears of Georgia Power and Allanta Gas Laght elther throngh buse
pates ot theoezh 4 siseredd ndes,

Cpsrgin Power mad Atlanta D Ligateoch <ball Ole al the end of the fed youta
foflawiey tvo Tull calemdar yemss tollo ving the Morper closing, o roport with
deniled s hedulos shoving:

i, Guads il Covs and soir value wiide- s i oeeus of pet bouk valwe by
secounYsutaeount wonrded on I8 accountieg books, tF any; including,
Sug cot maded to, any charges Som cither Southern Company Services ot
AGL Secvices Comnp iy

i Merger Tamsacton Costs oy accomtsuioemmt rerosded on s
Lceowtiing bonts, 5 any, fucluding, but not mited 1o, oy charges from
wther southers Uomirany Services ur AGL Services Compray,

hi. felerger Tran wion Costs. py  aceountabroermt recorded on s
acconuting books, incloding, but nol luted by, sty charges from ather
Sowthern Company Sorvices or AGL Services Comnpany;

Y Calenlation and dewsomsastion of Merpn Saviags and Net Meiger
Savings. meiuding  «i] assomptions, ditn,  caleulmtions,  aleatronds
workpureis with 1oumdas aey, ant othor sappoct

Y Sy of the merger wad @oreanization pincess erifecung AGLER und
Seatbern, Southern Comgany Servives “ROS7), AGL Sevice Comprny
L OLSCY, Georgls Power. md Atlaria Gas Light envoring the
following categnries:

b Urgasdestion Struetse, Faechtive M7 vagoment, vod sther chianges
Bs the 12 fuscional aeges beiow, with parcvlay SHention @ depadinents,
pusitions andsor assels eovschdated and/or elimanad:

okt Nyl 38971 L 9574
Sodtloneny fovpamant
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ountm;,
tumi ffairs
jeners} (ounsel
s Supply
Envivomnental
8. Infurmation Techonlogy
9, Human Resowces
19, Marketing
L Supply Cliain
12, Georga l{u_uhxmi {hility Operations

Jc\m>

1
2.
3
4,
5.
4. ¢
7.

b, Affiliate tansactions

¢, Distribution malsisnance
4. Costoner billing

¢, Customer service

£ Actounts payable

g, Cash managenunt

b Procurement.

Priov in him'ﬁ) , 020, AGLC shall ab»;m‘b all Merger Tiangitton Costs and
shall retain 160% af Merger Sovings. H /\(JU‘ flles o incicase base rates for
vates that will be effective mion to January §, J020, all Merger Transition Costs
and alf Mﬁr'fc{ Havings shall be excluded E"mm the test your. Effective Jonuary 1,
2020, 60% of Merger Sovings shall be rétumed w watepayers via a sueeredit for
three years or until such savings can be incorporated inte base rules in the next
Attanta Gas Light base muwe poceeding and 40% of Merger Savings shall bs
elained by Atlanta Gas Light for the same perlod. At the conclusion of this tnee
veny period. ratepayers shall receive 10095 of Merger Savings

fu futthermnce of sncming an agreement oo the morger A{}phmtmn and in light of
the 1act thal this mierger presents the unigue combination of an electric utitity and
a gas ulility both under the junsdiction of this Commission, the current 2013

Georgiz Power accountng ocler shull continue in effect withow! ficther rate

adjustments mixler Paragroph 4§ of Attachient 1 of that Aconunting Owder until
Ticcember 31, 2019 and Gewrpe l’nwm shialt file tts next retndl eafe case, or
request for an accounting order, an July 1, 2019, For purpeses of calealating the
ROE in the amwid survcillance repots for cach yeor, noue of the Mager
Transition Costs or Meiger Savings shall be included.  Guorgia Power shall
ahsorh ol Merger Transttion Costs and shall retain 100% of Merger Savings, The
funding provided in Paragraph 23 of Attnclmpint | of hat Accounting Order shall
continue duing the 3 yeur comtinuance ol inay be used e cxpeit sssistance in
reviewing anual survsithace filifes and complionee ~ith this order. GPC sl
file o ate case on July |, 2019 foi iates to he effective Nmuary 1, 2020 wib a fest
vear begioning Aumist 1, 20192, No Marger Transition Custs and all Muerget
Savings shull be veflocted B the sest year and G the forceasts of nuy yoms ina

ocket Nos. 28571 & 8574
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groposed necounting onler.  Effeaive Jopuney 1, 2020, and for twes yuars
thorealier, 60% of Mergzr Spvngs shalt be veturnod {0 1alepaysrs vid base vales or
a swererdit and 40% of the Merger Savings shall sewtained by Teorsia Power fo
the sawme period. A1 the conelusion of s dwee year period, raiepavars shinll
receive 1O0% of Merger Savings,

; Tncreases in Cizdit Corts® direetty related W the merger ahall not be 1 zcoversd Cuongh
vatameking rrocess.  Ceorgia Power and Atlama Gas Light shall wpont way fature
Avwmgradus To thele oredit quality, or the avedit qualiy of Southern, within 26 days of
such g dovmgrade. miong with o vaplusatiun of Y Posts for sucl Jovwagode, fou the
Conrmission 1 evaluaie ander the erowmestances at the U

Affiliate Transaction Sundards
. The Aflilise Traassction Sandards approved by the Cotsndasion for Geergla Power In
Dochet Plo 233517 shall 4lso apply 10 Georgia Powar’s inicractions with Attapta Gus
Ligly o any aiter AGEL Resources subsidiory. Addibonaly, Gesvgis Power shall cmmﬁ?
withy the following Pravisions Gom the S8 2016 Cust Avcountabifity wid Cont-ol Monaat™
1 Mo Lowpavy w the Seutham symiem or AOL alfiiae way
Galer 1200 a tapsaction which would result n the Heodal
sunsitizitior of an ofiwe company n viclation o
applicabie VERC or PAT resnietions, '
2 dManagets  eatlating offHae oingections wie  prinaidy
responcibic fur o enswilag thel the trnsactions we
apoptiately pissd and billed n scesmdunce wiih diis

policy.
3 The Comptroller v cacht sysieas wanpmy or 2 0L aftillate 13

viepeasible for nversecing miclag sod Lillisg for affiliate

tansrclivay i which the Conrpualior s counpany participutss,
4, The ewstupd's  Compteoller  organivencas  with  pwodde
assisianee o wapages 0 pocing and billing aflilinty
garemctions. Manguers ore expecied 0 consult wdth e
designihed contacts in ¢ o Cooptroller orgavizaiions for ek
companies befo. ¢ eviaring hao affiliste trangsotions,
The SC& Compirotiar 8 vexponsible for avergeoing wnd
coordinating the systent's offiliate trmsaclion priciog and

S

gl oS 25 sestl e ditioid s mcnemien ot £ 0 0] contenon gy, 0oa of ne dstaanees wlongoeca de Lo
Chitteon b o any vt aning e terionite wade wodi made stililveaoecd e oo udlt a0 sl e
Vi 4T st nant of foarpty as wodlas e 2ilads oF ey oueagns mamien.on yally s 8 e e of
»yaitatizs b Thogs are measteed solefe on e Tapnc sUske eart obeapiind tu G alithy, b sl linked
(AR TN IO PR SR R AT H

TS 0NG et S ottty ol Chuntens Rlanue! (CCAMY 1 wa provsdod By estponss 1 XTTC 1A Do Ciachnt

Yl WETTL braspn Tt s T g o tae LARE s Banbi e Buathe o0 4 mpny Policor and Gullelues an
i lor Al Dieweant, vomdtans T bronado g ue Tam Yr i G- S08 A e eavaichon
[N ¢ (10974
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Addunta Gas Light shall countinne to file Affiliate Transaction Reports with the
Connssion, but shall now iuclude any Southern alBliates and cous sfter the Morger
Transuetion eloses. Prior 10 making any changes to afiiliate Trnsaction Cost allocations
and reporting, Atlanln Gus Light representatives shall ment with the Saff to discuss any
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bling proctices, aad, i nccessay, @5 the arbduater with
reapett w system cost allocation issues,

Where appropriate 1o implement  this  policy, system
companies or AGL aftifiates should put in place. and adbere
to adividual company procedures conzistent with thiz policy.
Fuch 8C8 Leadership Council merber is aceountable for the
proper billing of the products and services produced in
hisfhor orgonizstion 1w sccordanee with the Southemn
Company policy.

Easch 8C8 Leudership Conncil member 13 1osponsible for
educating all appropiate pesonnel in thelr respoelive
arganization with regacd to the policy.

chanzes in AGSEC allocation mzthodologies and teporimg

There shalk be no sale, puichase, tansfor, or loan of Atlanta Gas Tiglt or Georgia Power

assers to other AGSC or SCE affiliates without Conunission approval,

widrket Conditions

+

«

Except as otberwise provided herelny or as might later be amended by statute,
regulation or by ouder of the Conunission, all of the affiliate tiansaction
reguirements sut for in the Tnterim Cevtilicale Owder of Southers Company Gas in
Docket 15385 shull apply to interactions between Georgia Power and GNG.
Atlanta Gas Light shall contioue to comply with the standmds of condust under
O3.C.GA, 4644139, and:

No cross subsidizalion will occur belween Georgia Power und

GMNG will file a copy of any “Services Agreament” betwean GNG
and 5C3 with the Conunission {Fmde Secret)

SC8 cost allocation factors for GNG shall be filed with the
Cuwmission, Costs inzuread by SCS related to GRG should not be
passed vh 1o the customers of Georgla Power {Tiade Sceret),

Mo customer information maintained hy Georgin Power or Atlanta
tins Lieht or GMNG shall e shared with cach other, No customer
inforation maiatamed by SCS shall be shured with GNG

Docket Mos, 39971 & 9574
Satilernent Agroemant
Page &
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Awy GPO wehaes or nolicies 10 expand is electric systan will be
appliod consistzatly theoughowt GPCs servies torritary eapradicns
of the yas supnlied(s)

GRD will eomtiane Tte practice of not implementing polives thel wre
aceanrmie 1o its clecrio customar buse with the sols or prnciyal
wnpose of Jepoos: ng xas sales.

GPC wnll pal upgose any offords by AGL, any grs distibution
Lompai . o any warketors te sdupt bats nog ants 10 encourage
the end use of gus aprlianess or ro expend the gas distribuden
neAwor k.

Erisung aoimsiaie pipeline and stoage ernachy wnd other aser,
aoprevirt in e capacity supply plas aed allocutad o the markeors
aceon dog te GUOGAL 364153 Lhall pot be pegatively dagucted
by the merger. AGL oAl contimus 1o work with zas muketors to
crEne HARSpENRCY i the 2apeuily supnly (danding procesy, which
will engure that the pleaning process v for dhe berefil of firm end-
vse onstomss, AGL conimits @ wroule a warkiag proup that
iwthudes (oprosentatives of the corificated marketers wd the
cornmission staft with whom o consult between Capacity Supply
Pl procecdings on interstale capacity and surage fssues. Al
fupire chanpes o the anay of derstuie capecily, storage or other
ax it seguired to serve Adanta Gas Laght's obhigativns under
O0OA 16-4-185 il s wotf will be reviewed and appoovad by
the Commission snder the Athoun Gas Light's trenaial Capacity
Suppls Plan preceduves. Atlesta Gas Licht muy eativue lo
prudently sxpaad s intrasiple diviibution beilives and servives
wonct Ha ven couent and fomeested obheation to serve all vanaal
gas sustomers vader s tad{l or aher dediealud programs as
approved by @ Lotrmission

P may conduue to use rehates 1o oncourase the use of eleotrnie
sngd use pioducts by Us wustomes o Jower cons o bndbvidual
cugroaners and o banelit tez elwtie guvtera, GPO may contiane
i hne vateasion podiens cvon s f tose policss el Pn "alt cleewic
comumunities® or alt ebaet’s somnercisl develsprents when that
postities the fnvestrnat 21 tha Boe extenz’on sad heeps prices down
for alf otber elecnie congumers

PUC Docket No. 46238
Staff RF1 2-17 (NEE)
Page 44 of 263

i addotion too the warbed consrions sated ebove, the Additiovsl Pladat
Coprtitions et forth boiow ohall oo In witect wadl mnd vmless godifed by the

Coammission:

fnckot Mns 35971 K 0974
Totdomeny pireamayyr
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GPC will not use its billing system 1o offer v QNG
cumbination billiug for electric aud gas scrvice.

GPC will not use the GPC sales teans to conduct joind sales

culls widh GNG ur otharwise Favoy GNG as the marlioter of

choice, i

GPC will not use its ecovomic devciopment group 1o
- reeommend or encowage the selection of GNG, or any

particndar gas marketer, as the marketzr of choics

Neither GPC por AGL will provide advance notine of
pending custorser additions o ONG in any suwaner
inconsistent with Comumissinn rules pertaining to AGL.

¥
GPC will ol use s call conler to encourage the seloetion
of GNG as an aflilinted gas matheter.

GPC call centers and customer servies ropresentatives will
not expresy a reconumendation for GNG ov iy pactienlar
gas mutketer {ov gos zorvice, but way dieet electric
customers to All Connect. or a similar entily, or (o the
GPSC or AGL website for pay marketer and gos service
options.

GPC call conters and cuslomer serviee represeniatives will
not volunteer that GNG 15 an affilinie of GPC, but will be
wuthinl if specilically acked by e customer. Awl even then,
will not encowrayge the selection of GNG ns an afliliaied gas
marketer.

GPC and GMG shall not co buad with the other, including,
bus not Himited to, joint use of loges or veferences 1o the
other  in  their print, radio, tolevision or clechionie
advertising o1 on thelr web siles,

GPC will not condunt joint marketing with GONG throvah
the use of bill inserts,

Mo emdier than three yeurs llowing the closing of the Merger, any party fisreto
sr 5w may petition thz Commission W conduet 2 proceeding in a separie
docket to consider whether the Additoral Market Condifions should be
continued, modificd or extioguished. The Commission will issue an order in thit
docket eotting Fouth its findings within six months fettowing the filing of such o
peiiticu, N

Doglent Mos. 35071 & 9574
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e Additionnl Market Conditions ure not 4 judgment o1 the effect, i auy, of the
Merger on the existing or fumure masket, and will rot be ennstroed as procedent in
Jeeiding whether the Addidonal Market Condiions should be cuatinicy,
grodilicd or entingubhed. The Pacties have sgnued to s additional Market
Conditinas solaly for the purposs of permining the Merysr 1o go forward whils
gennitting (e Commission 1o devote arieguate time o fully exanune s cliest, i1
aity. Hie Marger may have on Guorgia ek conditious,

<. Avdaniay Gas Light and Goovgin Power shull cortines o opeaiz 25 o rapaoite
reyuloicd utifities under sepure pversight by the Commission, There shalt be no
snbswinl comduct betwees the  adibiiss o domsen e odisiing
vispagtiiveloontestable ket couditions, and ¢v2h wdliry ghal] nop updely Haait
e wvallability of Us products or services in a wmener that wonhl be reasonably
constuad as an attempl to fiout cuatomer chuics for the banelit of e olher
ity

4. Atlmnts Gas Light aad Georgia Power shull sach sepacawly apply aitetia to
deteennne whethier {0 expond 115 freilities consistently fsronghont us rospective
service territory, withowt undue diserimingtion

€, Attardy Cas Light will continuz 1o ecovey soots vnder Rules 708 »ud 19 of Hg
e, oy the Commission noy wodily flom time to me. Addditiaael eopitelar
3¢ 0 fnvesiments 1o extend s sevice territory or otherwine W eapund dw
aprcity ox improve the pecfornsance ot s diswibution sysiem will be recoversd
amy tader sdditomsl programs appruved by the Commissing, wchwding otber
povien: of the Adanta Gas Light's tardff whore plont placod indo tenvice s
added o Atlanta Gaz Light's rate bose.

The cotrent Sequent Asset Mznayzmeal sgrecinent wall be extended for a serlod of thiee
additional veas uatil March 2428, The Sequent »xtansion witt be on the same exigting
ferms ard conditions and wall include a miosision that either she Commizsion Staffl av
Sequeal may seck o oienggouais ihe s should the ayscets widsr womagnment
mnterinily chanes a2 result of any ncrvaning capacity supply plan approved by the
Compasstmn during he 2xtended tenn.
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GEORGIA PUBLIC SERVICE COMMISSION
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seifery Stair, Suf Autorney

Tite:

GASB SOUTH, LLC

By:

Meredith Hodges

Title: Viee ?rcsiécnt of Buternal Affbirs ond Human Resowees
SCAMA ENBRGY MARKETING, INC.

By:

George Deviin

Titde: Vies President & Genernl Masager, SCANA Energy
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CERTIFICATE OF SERVICEP
DOCKET NOS. 39971/9574

INRE:

JOINT REQUEST OF ATLANTA GAS LIGHT ,
COMPANY, AGL RUSQURCES INC,, AND THE )
SOUTHERN COMPANY FOR A FINDING THAT
SOUTHERM CO?:’!PANY’S MERGER WITHAGL
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DOCKET NO. 39971

RESOURCES INC. COMPLIES WITH
APPLICABLE LAW

AND

SOUTHETAR ENERGY SERVICES LLC Jd/b/a

GEORGIA NATURAL GAS; APPLICATION FORA
NATURAL GAS MARKETER CERTIFICATE OF

AUTHORITY

.3

DOCEET NO. 9374

I; the undersigned, do herewith'certify that I have caused to be served the required copies of
the enclosed Order Adopting Seltlement Agreement All partics are being provided an electronic

copy:

Reecs MeAlister

Executive Secretary

Georgia Public Service Commission
244 Washington St., S. W.

Atlanta, GA 30334

David Weaver !
Director Regulatory Affairs

Atlanta Gas Light Company Resdurces
Ten Peschiree Place, 18" Floor
Atlanta, GA 30309

Joseph Monroe

BouthStar Energy Services LLC
817 W, Peachiree St., NVW
Suite 1000

Atlanta, GA 30308

Brett Neswsom, Director
Regulatory Affairs & Call Center
Scana

3344 Peachiree R, Suite 2150
Atlanta, GA 30362

William Bradley Carver

Hail Booth Smith & Slover, P.C.

191 Peachitree Streel, NW Suite 2900
Atlanta, GA 30303

Robert B. Remar Usq.
Roger & Hardin LLP
2700 International Tower
Peashiree Center

229 Peachtree Styeet, NV,
Adlanta, GA 30303
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DOCKET NOS. 399719574

Mael D, Caudill

Vice Prasident MCR Performance
Solutions, LLC

3250 Commons Gate Bend
BBerkiey Lake, GA 30092-4946

Robert 8. {{ighsmith, Ir.
HoHand & Knight

One Attamiic Center, Sulic 200
1201 W, Peuchiree Street, NE
Attanta, GA 30309

I.anz Kollen

Vice President

I Kennedy and Associates
370 Colonial Pack Drive
Suite 105

Roswell, GA 30075

Brandon ¥, Marzo

Drew Wooldridge

Troutman Sanders (Southern Company)
600 Peachires Street, M

Suite 5200

Adanta, GA 30308

Kevin Greene, Hsq.
Troutman Sanders
NationsDank Plaza

600 Peachtres Street, NE
Suite 5200

Atlanta, GA 30308

Hareld T, Judd
244 N, Main Street
Concord, NH 03301
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Dan lart

Chief Operating Oificer
Trae Natursl Gas

807 Collinsworth Road
Palmetto, GA 69268

Robert B, Baker

Fresman Mathis & Gary, LLY
100 Galleria Parkway, Seite {600
Atlonta, Seorgia 30339

Charies B3, Jones, 11

G, L. Bowen, 11

Georgia Association of Manufacturers
The Hurt Building

50 Turt Plaza, Suile 985

Atlanta, Georgla 30303

Michael 1. Davis, President
FireSide Natural Gas, LLC

26355 Dallas Highway, Suite 250
Marictia, GA 30064

Georgla Industrial Group, (GIG)
Randall . Quinteeli, P. C.

999 Peachtree Sivect, N. E. 23 Floor
Aulanla, Georgia 30309

Jeifvy Pollock

1. Pollock Incorporaled
12647 Olive Blud,, Suite 585
8t Louds, Missousd 63141

Georgia Wateh and the Nations! Housing
Trust

4z Coyle, Exccutive Divector

53 Murierta Steeet MW, Suite 903
Atlenta, GA 30303
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Jeniter Boseo, Bsq.

National Consumer Law Center
7 Winthrop Aq.

Boston, MA 02110

Drew Wooldridge

Drew Wooldridge '
Troutman Sanders (Bouthem Company)
600 Peachires Street, NE

Suite 5200

Atlanta, GA 30308

Jim Clarkson

Resource Supply Management, Inc,
1370 Walcora Drive

Sumter, 5C 29150

ark Baxter

Stone & Baxter LLP

577 Mulberry Street, Suite 800
Macon, GA 31201 . 1

Thomas T. McClendon®

Stone & Boxter LLP

577 Mulberry Street, Suite 800
Macon, GA 31201
tmeclendon@@sioneandbaxter com
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E’eter Bouxsein

Mannger, Regulatory & Financial Reporting
[iberty Utilities (Peach State Natural Gas)
Corp. :

175 John W, Morrow Jr. Phwy

Gainesville, GA 30501

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

Atlanta, GA- 30303

Shannon Pierce

Director Regulatory Affairs

Atlania Gas Light Company :
Ten Puachtree Place, 18" Floor
Atlanta, GA 30309

Charles Harak, Esq.

National Consumer Law Center
7 Winthrop Aq.

Boston, MA 02110

Meredith W 1lodges

CVP of HR and Extecnal Affairs
Gas South, LLC
3625 Cumberland Blvd, Suite 1500
Atlanta, GA 30339

I‘{espectfully submitted, thid%® day of
May, 2016

Tei Aair

Attorney

Georgia Public Service Commission
244 Washingion Street, SW
Atianla, Georgia 30334
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REQUIRED CONDITIONS QF APPROVAL

Fach of the conditions enumarated below has been approved in the Order in this docket
to which this Appendix A is allached. implementation of each condition shall be
consisient with the stated rationale for such condition, as explained in the Order, Where
any spacific details of implementation are set forth in the Order, implementation shall
include such datails,

Employment/Union/Safety

1.

o

Nicor Gas shall maintain, for a period of three years afler closing of the
Reorganization, 2,070 full-ime equivalent employees (FTES") working in support
of Nicor Gas' business, and shall maintain, for the same fhree-year pariod, that
same tevel of FTEs working in the Stale of llinois, Nicor Gas shall zlso honor
and abide by all union contracts in effect prior to completion of ihe
Reorganization.

For a period of two years following the closing of the Rearganizaton, the Joint
Applicants shall maintain in Hiinois the current number of FTEs - 51 full and 24
partial - in the following areas: Cormsion Control, the Technical Compliance
Department, the Localing Services Department, the Transmission Integrily
Management Program, and the Disiribution Integrity Management Program,

For a period of two yvears following the closing of the Reorganization, the Joint
Appiicants shall maintain n lllinois management personnal directly responsible
for the day-to-day supsrvision of the positions identified in paragraph 2.

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

For a period of twa years following the closing of the Reorganization, the Joint
Applicants shall meet with the Commission Staff's Pipeline Safely Program
Manager, or his designee(s). lo discuss any proposed raaterial change(s) o the
job duties for any of the positicns wWentified in paragraph 2.

ficor Gas shall petition the Commission 80 days prior to the sad of the two-year
period o determine whather MNicor Gas’ performance concerning pipeline safety
issues is reasonably comparable lo pre-renrganization levels at Nicur Gas, or
requires an extension of the commilment period for the iterns identifled in
paragraphs 2 snd 3 beyond two years.

Nicor Gas shall review {(he petition and pipeline safety performance with Ziaff 80
days before iling the petition identified i1 paragraph 8.
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‘Financing/Cost of Service

8.

if at any time within a three-year period following the date on which the
Recrganization 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 Company and its other subsidiaries on the cost of capital of Nicor Gas.

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

CharitableiCivic

10.

In fulfiliment of the overall goals of Seclion 7-204 that the Joint Applicants be
committed to maintaining Nicor Gas’ pro-active 'stance on supporting economic
developmaent in Hllinois, 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 Ilinols service terntories. 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 svaluated for reasonableness under Section 8-227 of the Act.

Costs/Savings

11.

12.

Achieved savings at Nicor Gas resulting from the proposed Reocrganization i
any, and any additional savings vesulling from the proposed Reorganization that
would otherwise be recognized under 83 . Adm. Code Part 287 or prior
Commission fest year ruiings, 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.

The cosis incurrad in accomplishing the proposed Reorganization shall not be
recovered through llinols urisdictional regulated rates in this or any fulure
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 Cosls, which shall
nol be recovered through Winols jurisdictional rates.
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Accounting/Reporting

13.

14,

The Joint Applicants shall file the final disposition of all iournal entries ¢n e-
Dockst.

The Joint Applicants shall file a compliance report following the Reorganization,
which zhall include copies of post-merger Nicor Gas credii facilities; a complate
copy of this fifing shall he delivered contemporaneously to the Manager of the
Commission’s Finance Depariment,

Affiliate Related

15, Nicor Gas shall continue fe abide by the Conditions sei forth in the Commission’s
Order in Docket No. 11-0048 pertaining fto the terms, conditions and
implementation of the Operating Agreement and Services Agreement.

18.  Nicor Gas shall conduct an snnual infernal audit of the Services Agreemsnt, in
the manner set forth in the Order in Docket No. 110048,

17.  Nicor Gas shall conduct a triennial cost study of the services provided under the
aiorementionad Services Agreement, in the manner set forth in the Order in
Docket No. 11-0048.

18 Micor Gas shall make an annual filing of a Billing Report for the aforementioned
Servicas Agreement, in the mananer set forth in the Order in Docket Mo, 11-0046.

19. Sequent Energy Managemen!, LP will not be a parly to Nicor Gas' Operating
Agreamsant,

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

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 fite 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 conditiens of that agreement.

Doard

23, AGL Rescurces zhall have al least one non-emglovee individual resident of

Hincis on its Board of Direclors, AGL Rasources has sole discretion in selecting
qualified candidates apd determining which individual is the best qualified for
such nominalion,
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Compliance with Conditions

24.

25.

The -Joint Applicants shall file a2 semi-annual compliance 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 reporing
regquirement shall remain in sffect untii all conditions have been salisfied or the
Joint Applicants petition the Commission and receive approval to cease such
reporting requirement, whichever comes first.

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 Tastimony

26.

27.

28,

29

Nicor Gas will work with Pipeling Safely Program Staff to provide more detail
regarding when and how Nicor Gas will implement a Pipeline Safety
Management System, in line with American Pefroleum Institite Recommended
Practice 1173, in order to improve Nicor Gas' ability to recognize and react to the
requirements of 42 CFR 192 and move beyond minimum efforts to simply
achieve compliance lowards a rue safely cuiture.

The Joint Applicants shall file on the ICC's e-Docket systern in Docket No. 15-
0558 and send a copy of the same to AccountingMgr@icc.iifinois.gov, the final
disposition of the accounting enldes. If the SEC or independent auditors
determine any accounting entries are required, the Joint Appiicants shall file on
the ICC’s e-Docket system in Docket No. 15-0558 and send g copy of the same
to AccountingMgr@icc.illinois.gov, copies of the accounting entries to bhe
recorded on the regulatory books of Nicor Gas, including preliminary amounts to
be recorded, within 8 months after closing the reorganization, and further file the
final accounting eniries and amounts no later than 12 months after closing.

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 exscution date and send a copy of the same fo
AccountingMgr@@ice.illinois.gov.

The Joint Applicanis shall file annually on the 1CC’s e-Docket system in Docket ¢

No. 15-0558, a copy of the FERC Form 80:°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@ice.illinois.gov.
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Condition from AGICUR Seftlement Agreement

30.

Page 68 of 263

The Joint Applicants shall comply with the terms in Section 1 of the Seltlement
Agraement executed by the Joint Applicants, the lHlinois Aftorney General's
Office, and the Citizens Utilily Board, and filed in Docket Mo. 15-0558 on April 28

2018.

Under that Settlement Agreement, the Joint Applicants agree that, no later
than December 31, 2017, neither Prairie Point Energy, L.L.C. d/b/a Nicor
Advanced Energy LLC {"NAE") nor Micor Solutions, LL.G ("MiSol"), a
subsidiary of SouthStar Ensrgy Services LLC, will continue o use the
Nicor name or logo to conduct business in llinois. The period between
iegal closa of the merger and December 31, 2017, shall horein be referred
to as the “Transition Period.” During the first siv monins after merger
closing, NAE and MiSel may maintain nommal levels of marketing activity.
Af a point in time after the first six-month period, NAE and NiSol shall
mavrket as necessary in order fo promole the transition to a new brand,
Any NAE or piSol bill inzerts or direct customer mailings made during the
Transition Period, a3 well as NAE's and NiBol's website homepage and
related “frequently asked questions” page, will include the following
language:

Nicor Advanced Epergy ("NAET} Jor, Nicor Soluffons] is not the
same company as Nicor Gas Company, and ithe liinols
Commercs Commission (MCCY doss not regulale NAES for
NiBol's] prices. You do not have [0 buy products or setvices from
MNAE Jor NiCof] in order fo recelve the same qually of service from
the gas utllity  Micor Gas does not set the price you pay for such
seruce nor does the ICC regulate the prices offered by MAE for
HiSoll.

After the completion of the Transition Period, other than Nicor Gas, no
othar Southern Company or AGL Resources affiliate that operates or may
gperate in Hlincis under a business name thet includes the word "Nicor®, or
any successor name of Micor Gas, will offer 8 natural gas commodity
product, or fixed-ddl product, that includes all natural gas relaled costs,
program  admmisiration fees and taxes, and s made available fo
residential natural gas customers in liinois.

END OF REQUIRED CONDITIONS OF APPROVAL
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STATE OF ILLINOIS
iLLINOIS COMMERCE COMMISSION

The Southern Company, AGL S
Resources inc., and Northern lHinois Gas
Company d/b/a Nicor Gas Company

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

By the Commission:
L ‘PROCEDURAL HISTORY

In an application filed October 8, 2015, The Southern Company ("Southern”), AGL
Resources Inc. {*AGLR"), and Northern {llinois Gas Company d/bfa Nicor Gas Company
(“Nicor Gas”) {(collectively, the “Joint Applicanis”) petitioned the lllinois Commerce
Commission {the "Commission”) for approval, pursuant fo Sections 7-204 and 7-204A of
the Public Utilities Act {the "Act’)!, of a reorganization (the “Reorganization”) by which
AGLR will merge with and into a subsidiary of Southermn, and AGLR will become a wholly-
owned subsidiary of Southern. Under the terms of that application, Nicor Gas will
continue to aperale as a public ulility with its headquarters remaining in Naperville, lllinois.
The Joint Applicants also seek approval pursuant to Section 7-102 of the Act,? 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 Ciizens Ulility Board {("CUB"} and the Retall Energy Supply Association
("RESA") each filed a petition to infervene in the docket. The Hlincis Attorney General's

Office ("AG"} filed an appearance. The pelitions to inlervene were granted by duly

authorized Administrative Law Judges ("ALJs") of the Commission.

Pursuant fo 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 AlJs at the
Commission's offices i in Chicago on Ocicber 28, 2015.

\

1 Respectively, 220 ILCE 57-204 and 7-204A.
2220 1.C8 97102,
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On January 15, 2016, the Joint Applicants filed an Amended Application
requesting, in addition to the relief reguested in fta original application, approval of the
Tax Allocalion Agreement Among Mambers of the Southern Company (the "Tax
Allocation Agreement”) and the propesed amendment {o include the AGLR comparnies,
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 "Appiication.”

On April 15, 2018, the Joint Applicants filed a Stipulaton that they entered info with
PESA. Attached to the Stipulation was a Seitlement Agresment that resclved "all issues
betwsen the Joint Applicants and RESA presently pending in this proceeding.” As a result
of that Stipulation, RESA withdrew iis testimony from this docket.

On April 29, 20186, an evidentiary hearing was held at the Commission’s offices in
Chicago. The Joint Applicants presentad testimony and exhibils from the following
witnesses: Art Beatile, Executive Vice President and Chief Financial Officer of Southem;
Henry Linginfelter, Executive Vice President of Distribution Operations for AGLR; Mark
$. Lantrip, President and Chief Executive Gfficer of Southern Company Services, inc.
{*8C8" and Executive Vice President of Southern; and Michael J. Morley, Managing
Director of Rates and Regulatory Accounting of AGLR.

Staff presented testimony and exhibits from the following wilnesses: Mark Maple,
Senior Gas Engineer in the Energy Enginesring Program of the Safety and Heliability
Division: Bryan Pemble, Pipeline Safety Analyst in the Pipsline Safety Program of the
Safely and Reliability Divisicn; David Sackelt, Economic Analyst in the Policy Program of
the Policy Division; Scolt Tolsdorf, Accountant in the Accounting Depariment of the
Financial Analysis Division; Dianna Hathhorn, Accountant in the Accounting Department
of the Financial Analysis Division; Michasl McoNally, Senior Financial Analyst in the
Finance Depariment of the Financial Analysis Division, and William Johnson, Economic
Analyst in the Rates Department of the Financial Analysis Division.

AGICUR 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 Patricla J. Leiser, a current customer of Nicor Gas. The
Stipulation between Joint Applicants and RESA also was admiltted into evidence.

On April 28, 2016, the Joint Applicants, AG and CUB filed a Stipulation and
Sstilement Agreement.

O May 16, 20186, the Joint Applicants submitied a Draft Order addressing all
matiars in the Jocket. The Draft Order was cirulated and agreed to by Staff, AG, CUB,
and RE3A.

On May 17, 2018, the record was marked "Heard and Taken” by the Al.s.
i, RELIEF REQUESTED

in tha 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 Acl,
to engage in the Reorganizalion, through which AGLR will become a
subsidiary of Southermn;

70

0000352



SOAH Dkt. No. 473-17-1172
PUC Docket No, 46238
Seaff RF1 2-17 (NEE)

Page 71 of 263

2. the Commission's approval under Section 7-102 of the Act to engage in the
Reorganization {to the extent required);
3. rthe Commission's re-approval, under Sections 7-101 and 7-204A(b} of the

Act, of Nicor Gas' current Commission-approved Cperating Agreement {o
reflect that AGLR will no longer have publicly fraded common stock;

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

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

! . ' - . . . 1
6. the Commission's authorization for taking such other measures in
connection with the Reorganization as may be reasonably necessary for
effecting the Reorganization.

i, THE PROPOSED REORGANIZATION

A, Identification of the Parties to the Reorganization and Their
Affiliates

1. Southern and its Affillates

. Southern is an Allanta-based public utility holding company currently providing
electric utility service through four state-reguiated operating companies in Alabama,
Florida, Georgla, and Mississippl. Approximately 90 percent of Southem’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 reguiated service territory.
Southern’s operating subsidiaries each have their own boards of outside diractors and
exacytive management teams that are responsible for each subsidiary's operations.

2. AGLR and Nicor Gas

AGLR is an Allanta-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 management 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 Hlinois public utility within the meaning of Section
3-105 of the Act3. Nitor Gas' service territory spans approximately 17,000 square miles
in Northern and Central llinois, ncludes 856 communities and serves approximately 2.2
million customers,

i

B. The Reorganization

Southern, AMS Corp. ("AMS"), 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 Agreement”). Pursuant to the Merger Agreement;

1220 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 conzummation of the Reorganization (the "Closing™), AGLR wil become
a whaolly-owned subsidiary of Southern. AGLR will continue to exist as a distinct corporate
anity, but will no longer be a publicly traded company, Micor Gas will retain its current
name and headguariers in Naperville, Hinois, and will continue to operale as an Hiinois
public ulifity, subject to the Commission’s jurisdiction and applicable llinois law and
regulations.

C. Asserted Results of the Reorganization

Tre Joint Applicants assert that the Reorganization will combing two companies
with complementary expertise and skill sels ard will create a combined company with a
maore geographically diverse footprint. The Joint Applicanis also assert that the
Reorganization will be seamless for Micor Gas’ customers because ils core management
team and day-to-day operafions will remain the same  The Joint Applicants state that
Hinois customers will continue to receive service from Nicor Gas in the same manner and
pursuant o 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
yndartake the Reorganization. The Joint Applicants also assert that Southem has many
years of experience running electric uliliies effectively and etficiantly, and providing safe,
reliable, and affordable energy delivery and responsive customer-fogused service, The
Joint Applicants further assert that Southem understands the critical importance of Micor
Gas' public uliliy obligations and s positioned to make cerlzin that those obligations sre
met. The Joint Applicants assert that Southern has invesiment-grads credit ratings,
substantial financial resources, and a consisten! track record of maintaining the finangial
strength of its locally-operated and reguiated subsidiaries.

The Joint Applicants assert that AGLR has more than 150 yeaus of expeiience
operating gas utilities, and broad and deep capabilities in a wide range of areas related
to the natural ges industry., The Joint Applicants also assert that the core of AGLR's
mansgement team, ncluding the leadership team at Nicor Gas, will contlnue o
oversee, dirsct, and exscute Nicor (Gas’ business cperations afier the Reorganization.
The Joint Applicants further siate that, post-closing, the combined company will have the
financial resources to enable Micor Gas lo meet all of its capilal needs and to continue
providing safe, reliable, and afiordable service to ils customers. The Jeint Applicants
emphasize positive employee relations as they have committed o maintain 2,070 full-
tme equivalent {FTE") employess for three years from the date of Closing and to fully
horor Nicor Gas' existing union contract. More particularly, Joint Applicanis have made
a dual commitment to mointain 2,070 FTEs working in support of Micor Gas' husiness
and working in the State of Hinois.

The Joint Applicanis assert that Southern and Nicor Gas bolh have strong
traditions of community service and commitment fo the communities they seive,
supperting a variety of civic, community, and phitanthropic efforts, which will continue after
the Ciosing. The Joint Applicanis stale that Southern and its affiliates take seriousiy their
commitment to be a “Citizen Wheraver We Serve.” The Joint Applicants assert that Nicor
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Gas' commitment is demaonstrated through its continued mvestment in community
programs and activities in fliinois.

The Joint Applicants state that Southem and Nicor Gas shara a commitment to
business diversity, which has resulted in Southemn 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 histoncaity»
underutilized zones. The Joint Applicants assert that Nicor Gas plays an active role in
the racently-formed lllinois Utilities Business Diversity Council.

The Joint Applicants state they do nof seek to change Nicor Gas' distribution
rates as a result of the Reorganization. The Joint Applicants state that the
Reorganization will benefil 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 qualily customer service.

IV. ANALYSIS OF THE EVIDENGCE
A.  Section 7-204(b): Reorganization Approvals

Sectlion 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 s
duties under the Act™ Each Hinding required hy 7-204(b} is addressed beiow. In
connection with the requived 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 fo the
Reorganization is found in Appendix A to this Order.

1. Finding No. 1: “the proposad feorganization will not diminish
the utilify’s ability to provide adequate, reliable, sfficient, safe
and least-cost public utility service”

i

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 presentad testimony to address this requisite Commission finding.

a) Joint Applicants’ Position .

Joint Applicants wilness Linginfelter teslified that the Recrganizatibn 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 Bealtie
testified that Southern understands the importance of providing adequate, reliable,
efficient, safe and least-cost public utilily services because it is a large electric utility
holding company with operating companies currently providing regulated utility delivery
and supply senvice throughout the Southeastern United States. Therefore, in order to
ensure that Nicor Gas'will continue to provide adequate, reliable, efficient and least-cost
public utilily service, Southern has committad to maintaining AGLR's and Nicor Gas' core
management teams post-Closing. Southern has also commilted {o maintaining the

4220 1LCS 5/7-204(b),
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applicable marger vonditions resulling from the Commission’s Order in Dacket No. 11~
0048, as reflected in Appendix A,

<} Stait's Position

Statf witness Maple recommended that the Commission find that the proposed
Reorganization meels the requiremenis of Section 7-204{b)(1} of the Act. He testified
that he bad no reason to dispuie the Joint Applicanis' claim that the proposed
Reorganization would have no pegative impact on Nicor Gas’ ability to provide adequale,
reliable, efficient, safe and least-cost public utility service. He fusther observed, based on
the Joint Applicants’ testimony and the Application, that the Joint Applicants intend for the
proposed Reorganization {0 hava little or no effect on Nicor Gas customers andto ba a
seamiess {ransition.

¢} Commission Analysis and Conclusion
Based on the evidence in the record, inciuding Staff witness Maple's

recommendations, the Commission concludes that the Reorganization will not diminish |

Nicor Gas’ ability to provide adequaie, reliable, efficient, safe and least-cost public utiity
service, Accordingly, the Commission finds that the proposed Reorganizalion satisfies
the criteria of Section 7-204{(b){(1) of the Act.

2. Finding No. 2: “the proposad reorganization will notresultin the
unjustified subsidization of nor-utility activities by the utility or
its customers®

and

Finding No. 3: "costs and facilities are fairly and reasonably
allocated between ulility and non-utility activities in such a
manper that the Commission may identify those costs and
facililies which are properly included by the wutility for
ratemaking purposes”

The Joint Applicants and Siaff submitted testimony addressing whether the
proposed Reorganization satishes the criteria of Sections 7-204{p)(2} and (b)(3} of the
Act. No other party presented testimony fo address these requisite Commission findings.
The Jolint Applicants and Staff also were the only parfies to address Commission
approval, under Sections 7-101 and 7-204A of the Act of the relevant affilialed interest
agreements: {1} the Operating Agreemant, as amended {o reflect that AGLR no longer
will have publicly traded common stosk; and {2} the Tax Allocalion Agreament, as
amended {o include the AGLR comipaniss, including Micor Gas.

a) Joint Applicants’ Position

Joint Applicants wilness Beatlie tastified thal, in order to aveild unjustified
subsidization of non-utility activities by the utility or its customers, the Joint Anplicanis are
proposing to continue tha affiiate arrangements in place thal were previously approved
by the Cammissinn in Docket No. 11-0048, including the AGL Services Agresment that
was previousty approved by the Commission,  Joint Applicants witness Linginfeler
tastified that the current Opsrating Agreement, which was approved by the Commission
in Dncket Mo, 11-0048, governs most transactions balween 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 that these agreements
include transparent and auditable cost allocation methodologies and distinguish utility and
non-utility activities in such a manner that will permit the Commission to identify those
costs and facilities which are properly included by the utility for ratemaking purpeses.
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 ator
below prevailing price or, if there is no pravailing price, at fully distributed cost. Under the
AGL Services Agreement, AGL Services Company’s ("AGSC") costs are directly charged,
assigned, distributed, er allocated to Nicor Gas on a cost-causation basis or, {0 the extent
that a cost-causation relationship cannot be determined, the costs will be charged by
general drivers in the business used to approximate 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. 11-0048. The Joint
Applicants also commitied to file with the Commission, for informational purposes, the
final form of the services agreement between 3CS and AGSC. Joint Applicants wilness
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 Alidcation Agreement and the proposed amendment {o 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 Hathhom in
connection with her evaluation of the Joint Applicanis’ compliance with Sections 7-
204(b}(2) and (b){3) as discussed below.

b} Staff's Position

Staff witness Hathhomn recommended Commission approval of the Cperating
Agreament in light of the Joint Applicants’ agreement to maintain the affillate related
conditions previously imposed by the Commission in Docket No, 11-0048, She also
recommended Commission approval of the Tax Allocation Agreement and the proposed
amendment 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 fo
AccountingMgr@ice.illinais.gov. Finally, she recommended that the Cammission order
the Joint Applicants to file annually on the Commiission’s e-Docket system in Docket No.
15-0558 a copy of the FERG Form 60 on the date itis due at FERC and send a copy of
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the sama to AccountingMyr@ice.ilinois.gov, With the Joint Applicants’ agreament o her
two new conditions, along with the eight affiiated interest agreement related conditiuns
proposed by the Joint Appleants (Joint Applicants’ Commitments bos. 15-22), she
tastified that the Joint Applicanis are in compliance with the requirements of Bections 7-
204(n}2) and (0){(3).

¢} Commission Analysis and Conclusion

Kased on the evidense in the record, including Joint Applicants’ acceptance of the
conditions proposed by Staff witness Hathhorn, 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 Commission also concludes that Nicor Gas'
costs and facilities are fairly and reasonably allccated between utility and non-ulility
activities in such a manner that the Commission may identify those cosis and facilities
that are properly included by the utllity for raternaking 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 evidencs in the record and in light of tha Joint Applicants’
acceptance of the conditions proposed by Staff witness Hathhom, the Commission
approvas the Operating Agreement and the Tax Allocation Agreement with the proposed
amendment to include ine AGLR companies, including Micor Gas.

3. Finding No. 4 “the propessd reorganization will not
significantly impair the utitity’s ability to ralse necessary capital
on reasonable terms or to maintzin a reasonable capital
structure”

The Joint Applicants and Staff submitted testimony addressing whether the
proposed Reorganization satisfies the cnteria of Section 7-204(b){4) of the Act. No ather
parly presented testimony to address this requisite Commission finding.

a) Joint Applicants’ Position

Joint Applicants witness Beatllie testified that the credil rating agencies have
rasponded positively to the announcermnent of the Reorganization and have suggested
that the credit ratings of AGLR and its affiliates could potentially rise. He also testified
that none of the credit agencies have concluded that the Reorganization will impair Micor
Gag’ credit gualty, its ability to raise capital on reasonable terms, or its ability (o maintain
an appropriate capitel structure, He further testified that financing utility operations has
always been one of Southern’s strenaths and, therafore, the proposed Reorganization
will either maintain or faverably influence Nicor Gas’ access to capital markets.

b} Staff's Position

Staff witness MeNatly testified that the effect of the proposed Reorganization on
Hicor Gas’ credit ratings wil not significantly impair its abilily lo raise necessary capilal
on reasonable terms. He testified that, given its sound credit profile, Nicor Gas has
access to capifal maikels on reasonable terms. He also testified that Southemn’s sound
cradit profite and credii ratings indicale that it has access i capital markets on reasonable
terms.  He therefore recommended that the Commiszion find that the proposed
Raeorganization will satisfy the requireraenis sel forth in Seclion 7-204(b}{(4).
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¢) Commission Analysis and Conclusion

Based on the evidence in the record, including Staff witness McNally's
recommendations, the Commissior concliides 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(h){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 linois public utilities”

The Joint Applicanis and Stafl submilted lestimony addressing whether the
proposed Reorganization satisfies the criteria of Saction 7-204(0)(5) of the Act. No other
parly presanted testimony to address this requisite Commission finding.

a} Joint Applicants’ Position

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

b} Staff's Position

Staff witness Pemble lestified that the proposed Reorganization meels the
requirements of Section 7-204(b)(5). In addition, he recommended that the Comunission
arder Nicor Gas to comply with the foliowing two conditions: (1) Nicor Gas must work
with the Pipaline Safety Program ("P8P") Staff to provide more dstail regarding when and
how Nicor Gas will implement a Pipeline Safely Management System ("PSMSE™ 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 o pipeline safety
resulling 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 withess Pemble, the Commission cancludeas that Nicor
Gas will remain subiect to all applicable laws, regulations, rules, decisions and policies
governing the regulation of Hllinois public utilities. Accordingly, the Commission finds that
the proposed Reorganization satisfies the oriteria 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 addrassing whether the
proposed Reorganization satisfies the crileda of Section 7-204(b}{8) of the Act. Although
RESA filed direct testimony relating to Section 7-204(b}(8), that testimony was withdrawn
pursuant to a Stipulation and Settlement Agreement that resolved all of RESA's concemns
related to competion. No other parly presented testimony fo address this requisite
Caommission finding.

a) Joint Applicanis’ 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
prograrms as a result of the Reorganization. Joint Applicants witness Bealtle testified that,
since Southern is not an active participant in the Hlinols gas market, its merger with AGLR
will not have a significant adverse effect on the competlitive gas market in Nicor Gas’
service temitory. He also testified that Southern will look 1o AGLR’s experience and
izadership in the gas distribulion industry fo maintain a model that supports compedtition
and protecis Nicor Gas’ customers.

o} Gtaff's Position

Staff witness Sackett testified that, since no Southern subsidiary currenily provides
any services in Hinois, the Reorganization will not resull in the consolidation of market
shares or other impact on any of the markets over which the Commission has jurisdiction.
M. Backett secommended that the Commission {ind that the proposed Reorganization is
not likely to have a significant adverse effect on competifion in those markets over which
the Cormnission has jurisdiction as required by Section 7-204(b}{(8} of the Act.

c} Commission Analysis and Conclusion

Based on the evidence in the record, including Staff wiltness Sackeit's
racommendations, the Commission concludes that the proposed Reorganization is not
tkely to have a significant adverse effect on compstition in those markets over which the
Commission has jurisdiction.  Accordingly, the Commission finds that the proposed
Reorganization salisfies the criteria of Section 7-204(b)(6) of the Act

8. Finding No, 7: “the proposed reorganization is not likely to
result in any adverse rate impacis on retail customers”

The Joint Applicants and Siaff submitted lestimony addressing whether the
proposed Reorganization salisfles the criteria of Section 7-204(b)(7} of the Act. No other
nary presented teslimony to address this requisite Commssion finding.

a) Joint Apolicants’ Position

Joint Anplicants witness Linginfelter festified that Nicor Gas will relain its existing
Commission-approved rates winle providing service 1o customers pursuant fo the existing
Commission-approved ferms and conditions of service. Joint Applicants wiiness Beattie
testified thet the Reorganization will have no hearing on whether Nicor Gas seeks a future
1ale change.
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b} Staff's Position

Staff witness Johnson testified that the Joint Applicants have demonstrated that
the proposed Reorganization is not likely to resuit 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 Cormmission concludes that the proposed Reorganization is not
likely to resull in any adverse rale impacis on relail customers, Accordingly, the
Commission finds that the proposed Reorganization satisfles the criteria of Saction 7-
204{b)(7) of the Act.

H, Bection 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 aliocation of any savings resulting from the
propased redrganization; and (i) whether the companies should be allowed o 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.™

1. Joint Applicants’ Position

Joint Applicants witness Beattie testifled that, given that any savings allocable 10
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 cerlain conditions to the Commission’s approval of the
proposed Reorganization (Joint Applicants’ Commitments Nos. 11 and 12), which were
supported by Staff witness Tolsdorf in connaclion with his evaluation of the Joint
Applicants’ compliance with Sections 7-204(c) as discussed below.

2, Staff's Position /

!
Staff withess Tolsdorf testified that he believed the Commission was required lo
rule on the allocation of savings and 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, including the Jont Applicants’ Commitments
Mos. 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.

§ 27U ILCE WT-204(e).
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Q. Section 7-204A of the Act

Section 7-204A(s) of the Act sets forth the minimum information that must be
included in an application for approval of reorganization pursuant to Section 7.204.%
Section 7-204A(b) of the Act provides that an agreement involving the use of any public
ulility employee's services by an affillated inlerest, or the transfer of assets between a
public utility and an affiliate, is subject {o the Commission's review “in the sama manner
as it may review any other public utility and #s affiliated interest.”

1. Joint Applicants’ Position

The Joint Applicants state thal they have satistied aill the minimum filing
raguirements under Section 7-204A(a), including submission of coples of any proposed
afflinted interest agreements in accordancy with Section 7-204A(a)(8). As discussed
above, the Joint Applicants seek approval of the Operaling Agreement and the Tax
Aliccation Agrezement, as amended, and Staff witness Hathhorn recommends
Commission approval of both of these agreements.,

The Joint Applicants conlend that they have satisfied all the Information filing
requiraments in the statute, No party challenges the Joint Applicants’ contention.

2. Commission Analysis and Conclusion

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

D. Bection 7-102
1. Joint Applicants’ Position

The Application references Section 7-102, which requires Commission approval
whenever 8 "public utilily may by any means, direct or indirect, merge or consalidate iis
franchises, licenses, permils, plants, equipment, business or other properly with that of
any other public ulility.”® 1t also reauires Commission approval for a public utiity 1
*assign, transfer, iease, morigage, sell (by option or otherwise), or otherwise dispose of
or encumiber the whole or any part of its franchises, licenses, permits, plant, equipment,
pusiness, or cther properiy...."™

The Jont Applicants note that Section 7-204(e) expressly provides that “[njo other
Commission spprovals shall be required for mesgers that are subject 1o this Section,”*?
The Joint Applizants maintain that neither Section 7-102(A)<) oor () applies to the
Reorganization, because the Reorganization does aot invoive a direct or indirect merger
or conschdaton of iwo ulllities’ businesses or properdy and Is not a sale or disposition of
a utility's business or property, but rather is a change of cuntrol transaction subject lo

6220 ILCS B7-204A(8Y.
7230 1LCS 5/7-204A(b).
& 220 ILES B/7-102(A)(d).
4230 ILCS B7-102(A)c).
220 1LCS 5/7-204(e).
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Sections 7-204 and 7-204A. However, the Joint Applicants state that, if the Commission
were io determine that the Reorganization alsc is sublect to Section 7-102, the
information submitied in support of the Application is sufficient to mest the requirements
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 merger or
consolidation of two utilities’ businesses or property and 15 not a sale or disposition of a
utility’s business or property, but rather is a change in control transaction. Therefore, the
Commission does not consider it necessary to rule on the applicability of Section 7-102
of the Act.

E. Section 6-103

i Under Section 6-103 of the Act, "[flhe capitalization of a public utility formed by a
merger of two or more corporations shall be subject to the approval of the Cammission,”!!
Additionally, "[iln any recrganization of a public utility; resulting from a forced sale, orin
any other manner, the amount of capitalization...shall be such as is authorized by the
Comimission,”? ‘

1. Staff's Position

Staff witness Tolsdorf testified that, although the Joint Applicants do not anticipate
any push down accounting fo the books and records of Nicor 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 sysiem
in Docket No. 15-0558 and send a copy of the same lo
AccountingMgr@icc.ilinois.gov, the final disposition of the
accounting entries. |f the SEC or independent auditors
determine any accounting eniries are required, the Joint
Applicants shall file on the ICC's &-Dockat system in Docket
No. 15-0858 and send a copy of the same fo
AccountingMgr@ice.iinois.gov, copies of the accounting
entries 10 be iecorded on the requiatory books of Nicor Gas,
including preliminary amounts o be recorded, within & 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 condltion in his testimony,

regarding the Joint Applicants' compliance with Section 6-103 of the Act. He teslified
that, to the extent Nicor Gas' post-merger balance sheet reflected push down accounting

Y220 LGS 58 103
24,
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adjustmenis, the Commissicn would then have to determine whether the post-merger
capitalization of Nicor Gas compliad with Section 6-103 foliowing the Reorganization. He
further testified that, absent such accounting adiustments, Nicor Gas’ capitalization would
ayual original cost and, consequently, would salisly the requitements set forth in Section
G6-103. In order to notfy the Commission of Nicor Gas’ capifalization post-Merger, he
recommended that, as a condition o its approval of the Reorganization, the Commission
require the Joint Applicants to make the fllings racommended by Staff witness Toelsdorf,

2. Jaint Applicants’ Position

Joint Applicants witness Bealtie testified that, alithough the Joint Applicants do not
agree thet Staff's proposed reporting requirement regarding Nicor Gas’ capitalization
pust-Merger is necessary, the Joint Applizants have accepied the condition as proposed
by Staff winesses Tolsdorf and McNally,

3. Commission Analysis and Conclusion

Staff's propossd reporting requirament, which the Joint Applicants accept for
purposes of securing merger approval, should be adupled. The Joint Applicants’
acceptance permits the Commission lo conclude that approval of the proposed
Reorganization will resull in compliance with Saction 8-103.

V. RESOLUTION OF ISSUES BETWEEN THE JOINT APPLICANTS AND AGICUR

AGICUB presented lestimony asserting that any Commission approval of the
Reorganization should contain conditions addressing that (1) Nicor Gas is earmning in
excess of its authorized rate of return in both 2014 and 2015 (AGICUB Ex. 1.0; AG/ICUB
Ex. 4.0% and {2} that the retail affiliates of Nicor Gas should cease using the Nicor name
and logo.

Specifically, AG/ICUB witness Patrick Hurley testified that northern Hinois gas utility
customers appear lo he confused or {eei they were misled when Nicor affiiiated
companies {that are not utilities) use the Nicor Gas name and logo when selling their
products and services, That customer confusion, according to the complaints attached
to his Diract testimony, is based upon the affiliate company's use of the same name
andfor logo as the regulated ulility, Nicor Gas, Mr. Hurley testified. He stated that that
confusion apparently conbribules to customers making 2 declsion to purchase Nicor
affiliate products that they might have otherwise rejecisd or, atthe very least, invaestigated
further, He recommended that the Commission condition approval of The Southemn
Company/AGL Resources Inc./Nicor Gas reorganization upon the Jomt Applicants'
agreement 1o cease using the Nicor name anrl logo on iis affiliate company products and
services.

AGICUB wilness Leiser testified that she contracted with a Micor Gas affiliate to
padicipate in the company’s "Lock 12" program, a pre-determined monthly amount billing
pragram based on the customer's prior 12 months of usage. Ms. Lelser testified that she
helieved that becauss the ulilily's name "Nicor” was attached o the product. she could
te assured that she would either save money or at a minimum, pay ne more than she
othenwise would hove if she was receiving gas through the Micor utilily. She testified that
she trusted the Nicor name and assumed that thesa pradurts would provide her with a
fair price for her natural gas usage. Instead, she testified, as shown in AG/ICUR Ex. 3.4,
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during the 2014-2015 calendar year periads, 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 Applicanits’ position that neither topic is properly before the
Commission in this docket. Additionally, the Joint Applicants presented testimony that
argued that the AG/CUB overeaming claim was based on an inaccurate analysis.
Specifically, Joint Applicants witness Morley testifisd 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
axtreme weather and record customer demand, Similarly, Mr. Morley lestified 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.

Additicnally, the Joint Applicants presented testimany that AG/CUB's overearning
claim and proposed rate reduction would be more appropriately addressed in a rate case
or other fraditional rale-review proceeding. Joint Applicants witness Morley also
guestioned why AG/CUR had not brought its overearning claim before the Commission
sooner, since Nicor Gas’' 2014 financial data had been publicly avallable since March
2018,

As to AG/CUB'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 compliad
with the Commission’s rules, which allow for an affiliate’s use of a public ulility's name
and logo provided that the affiliate complied with Section 550.30 of the Commission’s
rules. 83 1l Adm. Code § 550.30. Mr. Linginfelter also staled the use of a public ulility’s
name and lego by an affiliate was an issue more appropriately addressed in a different
proceeding, such as a rulemaking. .

On April 28, 2016, the Joint Applicants and AG/CUB filed a Stipulation, with a
Settlement Agresment {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 Applicants’ submission
of an agreed-upon Draft Order within 21 days of the execution of the Agreement; (2) the
agreed-upen Draft Order will contain a joint recommandation 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 Rearganization; (3)'AG and CUB will not oppose

the proposed Reorganization moving to a final Commission Crder as soon as practicable

after the submission of the agreed-upon Draft Order in accordance with the Commission’s
regularly schaduled 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 Agresment, and agree not {o seek rehearing or appeal of
such an Order. '
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1. Section 1 of the Agreement

The Joint Applicanis and AG/ICUB jointly recommend thal Section 1 of the
Agreemen! 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 laler than December 31, 2017, neither
Prairie Point Energy, L.L.C. dib/a Micor Advanced Erergy LLC ("NAE") nor
Micor Solutions, L.L.C. ("NiSo!"), a subzidiary of SouthBtar Energy Services
LLC, wil continue to use the Nicor name or logo o conduct business in
llinois. The period beewvesn legal close of the merger and December 31,
2017, shail harsin be referred to a5 the "Transilion Pered.” The Joint
Applicants’ agrzement to implement changes to MAE and NiSol's name and
logo shall not constitute, and shall not be construed or interpreted o
constitute, an admission that the use of a public ublity's name orlogo by an
affiliated interest s inappropriate in any way, or apprepriately is raised o¢
considered in the context of a merger approval proceeding under Section
7-204 of the Public Utilities Act, 220 ILCS 5/7-204. Hobwithstanding this
Agreement, Nicor Gas, NAE, and NiSal and any of their zuccessors, may
reflect in written malerials that they are Southern Company subsidianies
upon the merger closing and theresfler,

During the first six months afier merger closing, NAE and NiSol may
maintain normal leveis of marketing activity. At a pointin time atler the first
six-month perod, NAE and NiScl shall market as nacessary in order (o
promote the transition to a new brand, Any NAE or MiSol billinserts or direct
customer mailings made during the Transition Pariod, as well as MAE's and
NiSol's website homepage and related "frequently asked questions” page,
witl include the following language:

Nicor Advanced Energy {"NAE"} [or, Nicor Solutions] is not the
saine company as Nicor Gas Company, and the iHlinofs
Commerce Commission {"1CC") does not reguiate NAE's [or
NiSols] prices. You do rot have fo buy products or services
from NAE Jor NiSol] in order to 1eceive the same quality of
service from the gas ufility. Nicor Gas does not set the price
vou pay for such servics nor does the 1CC regulale the prices
offersd by NAF for NiSol].

Ster the completion of the Transilion Pediod, other than Nicor 3as, no other
Southern Company or AGL Resources aifiliale that operates or may operate
in Hlincis under a business name that includes the word “ldicor”, or any
successor name of Nicor Gas, will offer a naturat gas commodity product,
or fixed-bill product, that includes all natural gas refated cosls, program
administration fees and taxes, and is made available to residental natural
gas customers in Hinocis.
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2. Commission Analysis and Conciusion

Based on the evidence in the record, the Commission finds that the agreement
betwsen the Joint Applicanis and AG/CUB set forth in the Agreemant reasonably and
fully resolves the contested issues between the Joint Applicants and AG/CUB in this
proceeding. ' The Commission addilionally 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 io this Order.

VI,  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 Cas is an lllinos corporation that is engaged in the distribution of
natural gas to the public at retail in the State of lllinois; Nicor Gas is 2 "public
utitity” as that term is defined in Section 3-105 of the Act;

{2}  the Commission has jurisdiction over the parties herelo and the subject
matter herein;

{3; the recitals of fact set forth in the prefalory portion of this Order are
supported by the record and are hereby adopted as findings of fact;

(4  an Appendix ("Appendix A"} 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 for approval of
all other relief sought or granted in this Order;

{6y  for the reasons sel forth in this Order,,and subject to the conditions
gstablished in this Order (enumerated in Appendix A}, the proposed
Reorganization will not adversely affect Nicor Gas' ability to perform ils
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 fo Section 7-204 of the Adl, and subject to the conditions
esfablished in this Order {enumerated in Appendix A}, the Commission finds
that: _

a) the proposed Reorganization will not diminish Nicor Gas’ ability to
provide adequate, reliable, efficieni, safe and least-cost public utility
service;

b} the proposed Racfganizatian wifl not result in the unjustified
subsidization of non-utility activities by Nicor Gas or its customers;

) under the proposed Peorganization, costs and facllities will be fairly
and reasonably allocated between ulllity and nen-utility activities in
such a manner that the Commission may idenltify those costs and

7
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facilities which are properly included by the utility for ratemaking
purpcses,

&) the proposed Reorganization will not significantly impair the ability of
ticor Gas fo raise necessary capital on reasonable lerms or fo
maintain a reasonable capital structure,

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

) the proposed Reorganization 15 not bkely o have a significant

adverse effact on competition In those markels over which the
Commission has jurisdiction; and

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

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

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

subject to the conditions gsiablished in this Order (enumerated in Appendix
A), and in the manner duscribed in those conditions, any savings resuiting
from the proposed Reorgamzation shall be allocated to Nicor Gas’
ratepayers and no cosis incwred in accomplishing the proposed
Reorganization shall be recovered by the Joint Applicants, or by Nicor Gas
individually, through illinois jurisdictional regulated rates;

it is unnecessary for the Commissicn to rule on the applicability of Section
7-102 of the Act insofar as this proceeding conzerns the Joint Applicants’
Recrganization application; and

subject to compliance with the conditions set out in this Grder {enumerated
in Appendix A), the proposed Reorganization will not be inconsistent with
Saction 6-103 of the Act, insofar as thal statule applies to the subject matter
of this proceeding.

IT S THEREFORE ORDERED by the Hlinois Commerce Commission that, subject
to each and all of the reyuired conditions of approval sei forth in this Order and
enumerated in Appendix A, the Joint Applicants’ request to sngage in the Reorganization,
through which AGL Resources Inc. will become a subsidiary of The Southern Company,
is hereby approved.

1T 18 FURTHER ORDERED that, subject to each and all of the required conditions
of approval set forth in this Order and cnumerated in Appendix A, a8 applicable, the
Operating Agreement governing transactions between Nicor Gzs and affiliated partles
and the Tax Aliccation Agreement Amoug Jdembers of the Southern Company, as
amended o include the AGLR companes, Iachiding Nicor Gas, are hereby agproved,
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IT 13 FURTHER ORDERED that, in carrying out and completing the
Reorganization, and in all subsequent Nicor 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 snumerated in Appendix A,
unless expressly relieved of such obligation, in whole or in part, by directive of this
Commission.

ITIS FURTHER ORDERED thai, 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
recoveraed by the Joint Applicants; or by Nicor Gas individually, through liinois
jurisdictional regulated rates.

IT 1S FURTHER ORDERED that any objections, motions or petitions filed in this
proceeding thal 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 7% day of June, 2018,

(SIGNED) BRIEN SHEAHAN

Chairman
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SYATE OF MARYLAND
PUBLIC SERVICE COMMIGEION

ORGER NG 87728

7% THE ¥aTTBR OF THE HMURCER > BEFPORE THE
CEOTHE SOUTHERN CONPANY AND PUDLIC SERVITE COMMITBION
£ HESOURCER [NC, : OF MARYLIND

. et o

CHRSE NG 2104

Heren 3L, 2019

PROPOSED ORPER OF PUBLIC UTILITY LAW JUDGH

ARDOATANCaE
carville n. Colling, figuise; Mary ¥Pabricla Keefe, Zagquive;
and  Brica L. oGill, Earuira, on behalf of  AGL
negeurces  Inc. and Divewal Utiliny Holdings, Ine. d/b/a
Blkron Cas.

I, Joseph  Curvan, IXE, Rogudrs, and  Chrigtopher H,
penko, #®asgquira, on behalf of The Scuthern Company.

ronald Herzfeld, Eaguire, on behalf of the Meryiand Ciflce
of pooplets Coursel.

annathe . Gacofalo, Raquire, and  Pater A, Weolson,

gaquire, <4 wehalf of the Techaical stalf of the Maryland
Publlic Bervize Comnission.

Kxpouitlve Surmary

on Hovewmber 4, 3015, pursaant 5 6-10% <E the Public
Uniiitaes Asticle, Aanorateu Cude nf Macyland, Tha Couth.on Comupeay
{(*uouchkorn Cowpany®), SOL Brgouyces {no, J9AGL Bosovvesatl,  and
pivetal Jioblibty Hoddiemn, fog. A/pda Bliten fas {*Zikton Gagh}
icollounively, Hyaing lpplaconts} cilod #n sppticaning

{vApuplicaniony) to geguest aolibardzacior Lrom the davyland buntic
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STATE OF MARYLAND
PUBLIC SERVICE COMMISSION

Service Cormigsion {"Commizsion®) for Southsrn Company Lo acquice
the power to exarcise substantial influence over the policlies and
actionsg of Elikton ¢as {("acqulaition®! upen the consummation of a
mergey botween Soubhern Company and  AGL  Resournces  {(“Merger®).
i

AL Reosourcen i the pareat company ©f  Pivotal Dtility
: floldings, inc. . {"pivotal*l, and HElkbton Gas 1is a dlvision of
Pivatal. Upon the clnsiqg of the Morger, AGL Rosonrces will become
a subsidiary of Soubhern Company, and Southeen Cowpany will become
the ulbimate parent company of Blkbtoa Gasz.

The Maryland 0ffice of People's Counsel {(70PC") and
Technical s%aff {v3taff*) of tﬁe Commisgion are parties to thes
proceading, Pursuant Lo the procedural ;chedule eatnhlished in tha
" proceszding, ORC @»nd Stalf esach rilzd direct testimeny. Afrer the
: submission of this testlmony, the Joint Appllcants, OPC and Staff
werse able Lo negotliabte a unanimous sebtlement agreement in the
_matter. On February 24, 2016, 2 Joint Pebibion for adeption of
scipulation and  sSettlement Agreement {"Joint Petition') was
aubmitted in the wmatier. Eaéh party also submitted testlimony in
" support of the Joint Petition. ‘on March 1, 2016, an evidentliary
hearing was held to admlb all the pre-filed testimomy, exhibits and
attachment submitted in the wmabber, bthe Joint PpPelltion, .uhe
Stipulastion and gﬁttlum&nt Agresment. {*Gettlement Agreement®) and
to hear tasbtimony in support of Lhe Setkloempent Agreement.

Rg  discussed below, I conclude that the texms and

conditions of the Saltloment Agresment 2xe raasonable and ave bn

the publie ilaoterest, and rhus will grant ths Joint Pelition and
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BTATE OF MARYLAND
PUBLIC SERVICE COMMISSION

appzove the Sstiblement Agreewsnl. Subjsct to the terma acd condl-
viona sen forth in the Sstilement Ngrecmert, ag discussad herein, L
fiad tnas bthe acmulaltion by fouthern Conpany of the power to
exeycise substonbial influanpe over Llkton Gag ag thse venull of bhe
marger between Southorn Campany «nd AGL Hescurces 1s conclstent
with the public iaterest, wconvenicngz 2nd nzcepsily, including
menefits and oo harm Lo eongusers, and thal the factors omurerabted
in public uUtilikizs A:ticle, § 6 103{y} Theve been agatistied,
nesordiogly, subiject to the conaitious sebt forth in che Settlemont
Agreemect, whlch arz ancorporated by refersnce inte this propnsed

Jrdeyr, I hersby grant th

i

sppiication and autuorize tbe acruislition
ny Seoathern Company o Lbe power Lo sxercise substantial influence
svay bng policiss and activus of Bilkton Gas upen the concummatlon

wf thu Mergern.

Peoordural distory

U Hovenber 4, 2015, tne Joint Applicants [iled the
application,® which looluded a vwaver of exhiblis, including the
restimony of Zrt B, Heatble, Frecubtive Vice Pwegldeabt and Lhick
mMnaveial Offlese of “outharn Company,? and Heury YHank™, ¥,
ringinfalter, Execubive Vieae Proatdevs, Distribubticn Op:catlons of

I A

Codnint Appa. #zhibin {f0s. ) 4.
P Joapt Bopl. Bx, 5 {UUaatby Dizecnvy.

Togmdat. Spg b, Ex. 6 {Llvginfelbae 00paapty .
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STATE OF MARYLAND
FUBLIC SERVICE COMMISSION

On Novembsr %, 2015, the Commiasion delsgated the matter
to the Pnblic wbility Law Judge Division, and, poucsuant te
§ 6-10%5{g) (8} of Lhe puplic Utilities Articlo; extended the 180-day
period by which the Cowminsion had to isgsue a final Order la the
matbber for an additional 4% days, or untll June 15, 2018,

On Jenuary 23, 2016, OPC filed the dirsct lestdmony of
Karl ®. Pavieoviec, Manuging Director of and a Senior Consulbant with
poMG and Aggociates LLC,' and Staff submitted the testimony of:
Juan Carlos Alvarado, Director of the Telecommunications, Uas, and
wWater Divisicn of the Cowmisalon,® pPatricia M. 3tinnette, Directox
of .Accougting investigal.lona D%visign of the Conmission,® and
John J. Clenentson, ix, Assistant Chief  Bogine=r of the
Comminnion's Engilncering Divisicn.’.

On February 19, 2018, a hearing for public comment was
held in slkton, Maryland, One Rikion Gas customer appeared and

osapressed bis concern that he mlght expericice a significant xate

increase If the Merger were approved, No writbon public comrenly

wers received in the wmabtter, g
On February 1%, 2016, the Join; Applicants filed an

Brrata to the Application and gupporting documenta.’

* oope Bx. 1A (Fubilc Verplon) and 1C {Confidencial Vecusion] {Pavlovic
plraothTy .

k]

SLell Za. 3 {"Alvarads LUirveen®).
P osraff xwx. 2 {"stinnetite Divenu*i,
fogtalf x4 (*CMleeentgcu-Divest) .,

P uaint Appl. vx. 7.
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On February 23, 2016, tie Joint Applisants filed a Joint
perition for Adopillon of Stipulation apd Sobttlement Agresment,?

gLipulation and Scitlasment Agreement, ™ and tonel Testimony of woel

. w. Black and Wary gatrisdas geefe ™ Also, on Fabruary 24, 2018,

mae suomitted  the Supplesmental  Clzech  Tesbimony of  Kagl H
paviovie® and Btalf subwitted Settlemont Tesblimeny of Tuap Cavlos
slvarqdn, Tatricia WM. dblonestes ond Johm . Cl=aerbson, 17,9

A Mareh 1, 2015, a hesring was beid o ~dmit vhe pre-~
fited rveatimony, eshibice a:.d attachment and the Joint Petition
inte the racord.  7The wienesses for thoe Jolab 8pplizants and tha
witness=sa  For Staff, who Filed testlsony in guppnrt of cha
gattlenens  Agrcoement, apgaeaced  al  the bearing Lo raspond  to

quastions »f the Chief public Utllivy Law Judge.™

Summary of Dpplication and Toatlmony of Joint Applicants

slkion Gas provides aalural gas sgervice Lo an approxi-
mete €4 syuearz mile arxrea ln Coecll County, #avylaad, and sevves
approximately 5,500 residentlal. commercial and  industrial

custobers ir this sswvvice cerritoryy through some 102 milsg of

f Jabny Fopl. R, 9.

dwtuh Appe. #a. 8.

Jalon Popl. #2¢. 10 {Toanl Teatlmony - Dlack and Xeefar)
Roaprt e, o Opasiovic Suupl.t).

Vognabi #x. 4 {*oaalf oot lesent Testivony®t.

Sopr. Paviovieo was excun=d froe antordpoze at b2 bearing as che Calel
Law Hdudga bad po guosenions Lor ola,

¥opcsocSdng to Joint bpnlocanih wlilowas Keelfae, $00 JE Lin 7990 cusComers
are cumnscooinl cutdnomers,  Cwe cre leing aoauaveisl castoaoers,  auc

L
vemaiador £ Lhe cuutesers suo reaidasctial Lug snora. Traneceiyl at e,
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gervice main.' Ti¥Xton Gzs has seven full-time lodividuals and one
part-time individual ewmployed in Elkton, Maryland, where Elkton Gas
has lts beadquarters.’  Its Maryland workforce ublillity operations
are supplemented/supported by AGL Resources' accounbing, flpancial,
lagal, onginesring, and rates and Lariffing persomnel through a
service agreement withh ASL Services Company.™

Southern Company, AMS Coxp.,” and AUGL Resources entered
iateo an Agresment and Plan of Merger dated August 13, 2015 ("Mergoer
Pgreement ) 0 Under‘the tormz of the Mergor Agreement, Sfouthern
Cowpany will purchase Lhe common steck of AGL al a price $66 par
sha{e {or an aqgregale purchase price of appro¥imately
%8 billion) . ® Upon consummalion of the Merger, &MS Corp. will
merge inte AGL Rescuxces and AGL Resources Lhea will beacoome a
wholly owned flrst tier corporate subsldiary of Southern Cowpany.®
after the Morger, AGL Resgources will no longer be a publicly traded
company . o Fund  the derger, Soubthcorn Company will issue

approximaraly $1.4 billion in new Southern Company esquliy batween

* pinginfelcer Direct ab 5.

¥ finginfeltex Direch at &,

¥ ringinfeltesr Dpivect  at 5,  14; Paviovic Direct, Dska  Responses

peterenced in the Dlrect Tustlmony of Karl %, Pyviovie, Joint applicants’
Reasponae Lo Stafl Data Foguest Ho, 2-23,

¥ sputhern Company explained thab AMS Coxp  was formed solely for thn
purpese of acgulring ACH RBescurces in the Merger and will cease to exist
ao o separate enblty apon completion of the Merger.

* pppiicacinm, Bxbibit 2,
M ogd.; peabktie Dipact at 13,
? popiication of 4; Beatt's= Birect at 12,

k2]

application ab 4,
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nov and the end of 2016.%  The remzining Elnancing neais f{or Lbe
Merader and obher Southeyra Oomgany neede will be provided from an
sddivional approsimate $8 billlon debt issuance that will ocour
prior to the ciosing.™

Southeen  Company  $x oan Atlanta basad public utility
nolding  cumpsny  currzenbly providing electric ucilibty  service
through  four abate-regulated  operating compenies 1o Alabama,
Florida, Georglia, sl Mississiopl. ¥ Por  tha  yoar suded
macemnper 31, 2014, approximately 94% of Soanbery Company’'s
cperatis rovenues  were relatsd  to setall  orgulabod wbilily
operabiong.® Tes  state regulaced ubillvlies eexve aore  than
4.5 aitlica mustomers thioughout 320,000 sguaze wilas <f revulinted
azyvice territory.™  Soubheyn Compaay i3 ome of ooly Ywo ubrilivics
tilated in Prriunc's acnual "Warld's ¥est Admired Hlectrie and Cas
Hedl wbys rankings for cach of rac lagn flve yeaws.®™  Currently,
sautthern Corgpany’'g opevating gabsidiarios hava thelr own poards of
enbride diractors and sxecutive mapagoment” bteams responslblie oz
sach subzidiary’'s opsrations, iorladimg making key decisiong, such
o5 leapg-term resousce nlanping.’  Soubhern Company will wpply its
vawa  mrganizacional aporeach 0 43D Resourcss and  Hikbton Guas M

#orppticaciaa wt 4, 13 feattiz Bdrsne av 13 s corvestzd Ly she
forntal .

* oagolicavion At 4; Jdsaibis Dirzor oal 12 {88 correcrted by the Brroaca;.
¥ ogeabtie Dirveco ab 4,
# paatiaz Dizecs an b
# meattle Diegen an 5.

7 opeabliie Uirect at

K

Beattie itirent a2l 1,

ord,
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Mr, Heabtty characterized Southexn Company as having 21 "strxong
financial position® which will benefit AGL Hesources and Eikton Gas
and thercby will inure to the penefit of customers.’

AGL: Resources, the paront company of 'BElkton.Gas, also
has ils beadguarters in,Atiamaa.” Its .principal business is the
distribution of natural gas through regulated gublic utlliny
nperating corpanies in seven statos: Maryland, Georgia, Tennessec,
Haw Jerasey (Elizabethbtown Cas, which 18 alno a divislon of
pivebal) , * Fldrida (Florida Qlty Cas; which is alas a division of
viveobal),?  I1llinois, and  Virginla.* L AL Resourcesg gerves
approximately 4.5 million' customers through cver X0 wmiles  of
pipeline and 14 aaturzal Jgas storage facilities through its
regulated natursl  gas  distyibution  utdlity  gubsidiaries.”
AGL Resocurces acquired Blkton Bas in 20047 F

p .

The Joint hppllcants stated chat they will comply wich
faderal law in execubing the Merger, and have filed or will file
all filings and notifications required by the Hart-Scott-Rodino Act
and Lave filed =a pre}{minaxy Proxy Statement with Lhe*ﬁecuritiee
Exchange Commninnion on seplewvber L1, '2015; pursuant no

‘Section 14 {a) of the decurities  Exohange Act  of  1934.%

# peatbie birect ab 1%,

¥ application abt 6.

® ppplization, ®xhibit 3, RGDL Zesouvcees - Carpoxats. Organlzabilen Chart
ar 1. !

¥ ord.

¥ ngpllieatlontat 6. ’

*ord,

M pingiafelter Dixoct at €.

¥ application at 1i-14.

¢
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~dditiorally, they robo that the Meiger regulees oonproval by the
Catifornie Publisg ilinien Commizgion, Ceorygla Public Service
Commission, Lilincis Commerce Comeluasion, the Uew Jersey soaxd of
wubtie Ubilicies, andt che Virginia Jtate Corporabion Carmisslon,
wileh agprevals are being soughh contemporansouzly with rhat of the
commiunion’s.®  Forther, the Jolint Applicants asasext that neithey
she dJoink Applicents nar key perscunel assoriated wich the Joint
Bpplicanis have vinlated 4ny state or fedsral sbalute requlabing
cho activitizeg of publis service comgasties. '

preording oo Ar, Leactle, the Horger ls Paob aynergies-
driven ard will noc resuit fn awy sigrlllca.o veductioa in jobs at
BGLYa operation companiegs.’?  He doddisalnd that Blaton Cas would
continue tu wpsrate gimilar or tha sase a3 it does today as an
indirvect subgsalary of AGL, de strazssed that AGL would continues Lo
vde  jks more  than 130 yvoarys of  gaa  diletribatlion operations
experiencs for cho berefit of Hikton Gas a3 it cugrsnbly does.
Further, e indicated wnpat, shonld any synerqgy oavings and elft
ciencivs coour through whe Ferger inbagration process, flkhon Uas?
partion of Lhe nel gavingrs ard 2fffclancizt would be flowed through
to RElkoon asd customer Lhrough tho vporval rabtemakiuag process P

Wy, Beattie presentad ar owervilw of Southern Company
and its operational poilosopiies, se givouaged how esch of Lhe
tactery cet forth in § 4-1250g) was satizfled bo dewnoastrale thab

appatoation ab 13, fo s,

2

oapp Lnabtion sD 4.

# pedrtie Diroob stoas.
A%

pravhli= Oi@act at L.
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the acgulsition was iz the publiv interest, c¢onvenicnce and
neceasity and resulted in benefits and po harm to the customer and
ne barm to the oousumer.,  He also explained that the commitments
that the Joint Applicants were meking as conditions Lo the approval
af Lhe acquisition enhanced the benefita of ths Merger and ensured
t.he lack of harm to ElkLow Gus' cugstomers, to further show that the
approval of the Acquisition is in the pubnlic interest, convenience
\ R
and necessity,

Mr. Lioginfelier, in his tostimony, described the
servios éexritoxy and current opearatlons of Eikton Gas, oullined
the current and histericatl parﬁcrmance'cf Elkton Gas in pxovigian.
aof  sgafe, rellable and aff;xdable sarvice Lo  its uusnamers}

N

presented information to assist the Commlasion teo evaluate Lhe
Gergar under the criteria of Public Utillitles Arxticle § 6-~105, and
explained the positive beucfits of the Merger and the lack of any
adverse impact ho Tlkton Gas' rates, to Blkton Gas' proviasioen qf
aafe, adegquate and affordable utility service, uand to Blkton Gaa!
existing Marvland employses,

fo furbher support their assertions that Lhe Acguisition

is in the public interest, counvenience, and necessity wibh benerlitb
.

and no harm to the cuntomers, bLhe Joint Applicants committed to
corhaln actiong or forbearance of achion {*Application
Commitmento®) M Speclflcally, the Jolnt Applicants committed:

s

* application, Sxhibit 1.
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T amend  Flkioa o Zas! ZarrEnt Aggal
Monagement Agrecment {PAMA*) winh Sequent
Energy Managsmeal L.P.  to  provide au
increase in the amounbt p«id Lo Elkton Gas
of $50,000, and flow the amount through Lo
customers, with Lhvy incueosed payment to
e woada as a one-time  payment, and the
enbire amcunt ~f the increase {lowed
Larough to customers withont  regard  te
axisting revenue sharing provisions of the
PO W

Ty a<cgloezate Lhe rate of the aszoessment
of Blkiou Gas' sonbtlre astwork of Alayli-A
nipz.  The Juint Applicants explained that
af the 102 wiles of uvipe wn dllion Cas!
distribution aystem, 73 wmilesd 1 plastic
pipe with 48.7 miles of the nlastic pipe
comprized of material known o8 2ldyl-a.

To noht sgeek a chasgs in rabes a8 a resmlt
of the Mergzar; and. in a future base rats
case, that Rlkicen Gas  will  not asek
recovery in iks raves of {1} any acqgulsi
tion prewium zgsociatsd with the Merger:
{ii) wne cost agsociated with yoodwill
arising from the Mecrger; or ({(14d; any
vrangactlion oosts incurred in conucction
wibé whe Merger.

fhat HGL and Bikton Gas will not issue
Jzbt or eaquibty in connection with or w0
fund the Merger.

Por a period of two years from the closing
fatz of tha Merger, that Eliton Gas would
neh ba santgaed cogh.s fov nervices
aravided by an affilaate any greater thau
Poo owonid have been Af the Morger had aot
orcveysd, regardlegs of wisther the ser-
vire iz nrovided directly o¢ indirectly by
saubhern Company  Sexvices, ing., AGL
fesnureas  Bervice Company, oY any other
southern Company affiliate.

Althoush  ao  iwmmedlace ot saviogs Lo
Blktan Gas nave been  idenbified as  a
result ol the VPerager. ©n che sxbgot any
neb savings and efficiercies age raasised
throvgh tae Mewger antesgrabtion  proiess,
sush net asviags and sfficienciss will pe
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flowed through 'to Elktoh Gas customers in
the normal ratomaking process.

+ For ab least the Elrst ‘tLhree vyears
fnliowing rthe clioslng ‘of the Merger, to
maintain ourrent employment levels within
the MWMaryland workforce supporting Elkton
tias' oporationa.

« Ty malntaln Eikton Gas® headguarters in
Elkton, Maryiand and that Elktoo CGas will
retain its corporabz name and form and
will continue to be a division of pivotal.

s That AGL Resources will continue to have a
separate beard of outaslde directors for a
minjimum of tive years followlng the closs
of the Kerger.

' + To increase Lhe supplier diveraity
' performance of £lkion Gas by increasing
ity Diversze Spend Ratio ("DSR*}, a8 that
tarm Lo defizad in the May 29, 200% Blkton
Gag  Supplisr Dilversity Memovandum  of
Understanding, by a factor of 4 during the
period 2015 through 2017, as measured
against KElkton Gasn' 2014 DSR.

¢ Southern Company committed to  sustain
flkton Sas' current lovel of commnity
investment for a period of at least
five vears following the clesing ol the
Merger and will continue to btarget charit-
able, workforce dsvelopmentl, iad seconomlc
developmant efforts din  the EBlkton Gas
service area  benefitting Elkton  Gan

i cuatonexs,

CeCta Initial Posirioen
0pC uitness Pavicvic explained that his testimony was
¢ nuh intended to address Yevery pocanﬁi&l harm and public iuterest

imsue that could be valsed under Sdcuion 6-105, yather omly thone

- /
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be ohe most sigalficant bo Blrton's cuatonans, ™ e axpregsed his
cencarns that {a) th pobenbial of gignificent opsratlev and coval

synezgi=s that will reduce Blkoon Cas' cosbg. bus would oniy be of
benefir to the Pikbon Cas custowmecs 17 the tarifif ratze were
yeyised to ruflect thess veduced coszuz;* (LY the lack of slowlag
by ihe Joint Applicanits that the increasr in the awount paid to
Bikbon s osursuant to the ABA of 350,060 i3 nluber apprepriats or
will resulb ia dust and resszonable vares:Y (¢} unlkton Cas may
ahioenpt  to  racnvar  from Lha  Bllioa B3as customarg Lue  oosts
zemonciated with the supplier diversiby coesitment, the cowmmunibty
{avnarment comeltment, aad  the f#erger  byansuction,  ineluding
transivion costa:'' and (A} Plkion Gue ueeded to accelorabe the
remady nf any system knowledge deficlencies in addition Lo the
acrelerated ngsspamant surveys of tha aldyl-» pipe.”

To  address Nhis  concerns,  he  recomwmgnded  Lhat  Lhe

Compisaion inslude ag conditions ta any approval of the soguisition

the foliowing sondibions:

« Roguive Blhton Cos no £lle a Lrse rabe
sone winh & 3018 fesb year™

2 Peguire the Jdol-t applicancy Jdoronshrals
that the §50,000 ¢re-tiwe payrent yap e
gounbg ax apprusoriare and renaemanle
allocacion of merger hennfva Lo Bliblon
Faviavio vir ooboat 4,
ke Direut 4L %
Puyicyie Dirent o b4,
ugyipsete Dlooct ok 11-1%.
ravien L Dleneto st 10

“ pavisvie DLrest it 5, 14,
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Gaz'! cughomers or regquire a paymont based
on an appropriate and reasaonable alloca-
rion of the merger‘s benefits to Zlkton's
customers;*t '

¢+ Require a commitment by tie  Joinc
Applicante thalb Blrkton Gas would not seek
raeovery from Elkton Gas' customersg of ths

cagts agscelated with {a} supplier
diverairy, {b) community investment, and
{c) the marger transgagtlon, includling

transition couts,™ and

. Réquir% the Joint Applicants £o accelerate
the remedy of any Elkton Gasg system
kngeledge deficiencies in additinon Lo the )
acgelerated asgessment  zgurveys of the
Aldyl-A pipe.®

Staff!s Inltial Position

e

staff wilneso blvarado's restimony addresssed certain of
the factors o be considered by the Commission pursuant to Public
Utili;ies Article, 8 6-105. He noted that the direct customer pay-
ment Llowing from th;'Joint Applicant's one-time payment of $50,000
to the Elkton Cag! custowers would result in a payment "well short
of customsr credits approved by the Commission in past mergers,
¥e explained thabt Staff thercioré recomuended a higher ons-time

4
payment. of $52.15 per customsr to reflect the ongolng nature of the

increased poyment Lo Bliton Gas under the AMAL®
1

pavievic LDirech av % 6§, 14,

pavierie Diveot at %, 13,
T opavioyic Dirsot at &, 1i-14.
pivarado Dlrect «f 9.

alvazady Direey st 4-10.

13

o
&
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Mr. Slvarsdo stated thao Zlkton's cavloal stracture will
not be impacced by the Mevger because no debt or equity wiil oe
jgsued to Lieasce the Merger by AGL n»r Slkvon.*®  He described the
curyent Blktos Uas capibal siructure as conslsting of 4%.483% equlity
apd 580.43% debt, whish he observed s <ongistent with the capital
structare »f wost regulated uwhilitieg in Meryland.® e indicatsa,
newevey, that both AGL desources and Southara Company hold riskier,
more leversge finacscial positions oiten zssociated with publicly
tradad corporalions.™ To aveld any empbetion by AGL Resources oy
scuthern Cowvpany Lo shlfiL some of the riak they face ro BElkbon Gas,
staff recormended that rhe Jommigsion direcc Blkbon Gas maintaszn a
rolling 17-meabn avesage annual  eguliiy ratlo of ab lmust 45%.Y
Hr. slvarade saild uhat cthe condirvion woald gpnsure Lhat Dlklon Gas
4id not hecome overly leveraged and assume toco much risk.,?

3tasf aleo revommended thal Elkeon Sas £ile a hase rata
coae with the Commission no latey than Four vears after the close
¢f Lhe merger in order no review Rlkton “as: finopeial pesition and
cther lesuag ldentifisd in Staff's tesvimopy in the matter.® such
45 any changz: in employment levels upon sxpiration of the three-
year commitment mada Ly the Jalpt appileoants.  ¥r, Alveradeo also
sndicated thavr ny requiring Blxbon Gas Lo filw » base rate casc

¥ onlvarsdl Lirel At L.
.

" Ldvarady Dugesh at 1113,
#oads arado Dlenee @ 1%,
M Livatatio Dirlel 8% 1.

Poalvarata 2drect ab 12,
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within four vears of the closing nf the mergor, the Commissiond may
assegs whether, the Joint Applicants have been able to iddentify
savings oxr efficlencles rhai lwpact Blkbton Gas® costs, and cneure
the reduction Flows through to the Elkion ffas customers,®

wWhile 8taff commended the Joint aApplicant for itn
commitment not to reduce EBlkbon Gas' communitby invéstment levels
Eor Eive yeavs after the Merger, Mr. Alvarado noted Lhab- Staff
recomnended that the Joint applicancs be dirscted by the Cowmlesion
to increase thé commitment ﬁroﬁ five years to pen yeara, consistent
with pr;vioua Conmigsion declslcns.,®

Mr. Alvarado statéd that the Merger did noht ralse any
cross-gubsidies or affiliate isaﬁea,“ and,; with the directive fo:
filing a base vate care within four yewrs of the closing of the
merger, the Commizzion will be able Lo detcrmine-whether any costs
of services provided £o Elkton Gas by hhe Joint Applicant and other
affiliates are included in rate base.®

1S

Mr, Alvarado stated that 3taff did ot oppose the
commitwent of the Joint Applicanta to increase the DSR hy a factor
ot 4, bul would xaccmmené Lhat the condition be modificd to roguire
that, the D3R remain ab post marger levels lndefinitely, and
ancourage flkbon Gas ce inorease ibe DSR towards the 25% target

mver time,

2 oayvarado Direch at L.
%

alvarado Diragt av 15,
Ko alvarado Blyecs an 16
® 1d. :

Alvarads Ntreat at 1§,
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In addilion to the bauss ravs ¢ase Lo be filed Jn four
veury, Staff recommended an annual £4iling be made by EBlkiow Cas
unt, Ll it files it base vabe case Lo npdabs the Coamisslon o the
atnbus of sash cowmitwernt the Joint Mpplicants are making and any
addizise conditions recomssndad by Staff.®

Sy, Alvarado ghated Yhat the Merger will aot reaulit in
bara s che onstomors provideld Shaff's recommendszblong are scoepled
by whe Commisplon.®™  Furthee, b all of Stafi's cecommendaliong
are acveptad by the Comadssion, he zaid thabt Bhald was savinfisd
that the Merger will wesull in net besefitns ko the punlic and btha
Mardger is comsistent with fhe puplic lonberest, convenleace and
necesaicy. ¥

Steff witaess  Stinnetre discuased the ring foncing
moasures, in additlon to those fuund in My, Alvarsdo's coutinony,
and  cwnde of coaduct patters velevant o the Merger proveeding.
g, Stlnpebte recommended that ohs Jolnb applicants be dirvectad to
conduelt an anatysia of opsraticnal functional risk bto derermine the
adeyuacy of exlsting and future ring fencing measurss Lo be fiisd
witzh the Coomisslon no latew than 30 days atter the oloding of the
fecger, and avmally wits She information filing as recommended Ly
thr, Alvarads,™ She alse rotomeesded rhat Douthewra Company be
dignoted to comadil thah Bikbton Gaz asd its affillalen will comply

it tha stanuios and regulabtiors wpplicsple £o Ylkion Gag vognrds

4

Blvazadg D resc on T9,
“ontarads Dlreot 4o 193

& atvsrade nloash ab 20,

geipvore s Dliach AL 2, b

104

0000386



SOAH Dkt. No. 473-17-1172
PUC Docket No. 46238
Staff RF1 2-17 (NEE)

Page 105 of 263

STATE OF MARYLAND
PUBLIC SERVICE COMMISSEION

ing affiliacte branpactions.™ ¥urther, she recommended that the
Joint Applicants agree that the Commission may, after an invastiga-
tion and a hearing, order Souibeyn to divest lts inberest ln Blktoa
Gas upen the filing of information that Southern Oowmpany oy any of
lbs affillatezs had oxperienced certain financial conditions or
ratings dowugrades by any two of Lhe chree maior rating agencies or
Southern Company or AGL Resourves have comnmibted a pattern of
violanions of the mMaryland public ubllity law and 4o not cure such
violaticns after due roblce.™ #a. Stinnette alse recommended that
Eikton Gas resume filing ite ring foncing report as required by
COMAR 20.40,02.08.7

gnaff witness Clemeniscn testified that, in the reviaw
of the Cormission's Enylinsering Division's records vegarding Blkion

{

Gas® distribcution system veliability and cuzatomer ser¥ice, he did
£

not £ind any pipeline safety-related issues in regavd to either the
distripubion system or customer sgyvice.” ‘the focus of
Hy. Clementson's testimony was /the commitment by the Jolol
applicants to conduct an accelerated assessment survey of the
Aldyi~A pipe in the Elkton Gas distribution system ("Infrastructurs
Enhancement”} without rbcovaxihg the onebte of Lhe asseasﬁgnt Erom

the Elkbon Gas customexs.
|

M oslianente tlrect ar 2, 5.
P gkinnente Divect ak 2 3, $-6,
Stinneche Lirect at b,

Ciamentooen Hreeh at 105,
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Agrordiocg co Mr, Cleaeatson, Lhe Aldyl-A" pips installed
in the Blkion Gas dlstribution syatem was used by sany nzbural gus
distribucion opsratecs from the 19903 <ough the lake 19%0s."' =
axplainad chat the Aldvi-A plping material meeufactoved up until
19873 hag heen shovm Lo bLe pusceplible Lo dsteriorstion known as
shrivtie-like aracklng 7 He dexoribed the aracking as coaslating
ol fracoures forwmed by braabtsge or cracsklipn of a material into
disueoninle partz, from which o deformstlon or ¢lean braak can be
ientified. ™ My, Clemenbtson statnd that, in 1833, Dulont modified
che rasin used Lo produce the plpe Lo correct the iscues associated
with britvle-like ccoacking, and this cype oI c¢racklirg hasg not been
ggen Wn the modified material.”

M. Clomerbsen thervefore rzcommended approval ‘oi? the
ommitiment for the fnfrastructure Enbancemeal He aisgc raeom-
mended tnhabt the Jolnt Applicants be dirmcted Lo file a copy of a
complerad acrelerated asgensment  shudy (locluding  any  strer
defipliencies related to otber siping wmaterial wichin Ulkhon Gag®
distribucion oyntenm that conld lead to unsafe condizicus thab oxe
discoverad as a result of the assessmenlt) with the Jommission.™
Fipally, he recomsended that the Joint Bpplicacty be digecred Lo

T™OALEYIAR wag a mehealsl developed snd  canufacturad by 8,1, mbonc
de Hersurs and Cotyany {(vulenttl,  Clemsposon Dlvesh abt 3,

* rlenant awn Blrech at

id.

4o,

Clam-abineon Darcow abl 3,
nemiii i Dlrest at 2, 3.

% pementson Dirvech ul 2, 5.
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{ile 3 plan for remediating any of the deficlenclea found with

g'ther Lhe Aldyl-A and/or the other piping materials, as a result
]
of the assessment . ®

Settloment Agresment -

P\cc:oxding tey the Joint Petition, after the conduct of
discovery and filing of testimony by the partins‘f,' the parties
engaged in extensive and comprehensive nogotiations with respect to
ail aspects of Lhe Joial aApplication, and were able to resch a
upanimous uwettlement ip the matter, of whlch the texms and condi-
tions of the agresments are sebt forth in  the Settiement
Agreement ¥ ‘As a result, the partises agreed that, subject to the
terms  and  condibions  conbtained 1o the Szttlement Agreement,
Zouthern rompany should 98 authorized to acguire the power Lo
exercine substantial influence over the policies and actlons of
Bilkton Gas purouant Lo public Utilities Axrticle, § 6-108.% Maay
of tha vorms and copditions ars similar or the sgame a3 Lhe
commitments offered by the Joint Applicants in the Application, and
others eithex expand Lhe offered commitments or are new commicments
tnat appear to ke hised on the recommendations- gontained in the

testimony f£i1led by OPC and Stalf,
, .

 Clementann Direet at 2, 5,

B oroint vegtition ab 3.

#1 l‘.g’

‘

167

e
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Dipsat Customexr Uredits

The Divect Customer Credits offsred by the Joint
Applicants kas besn increasad ©o b2 a direct customer rate credit
funded from a S100,000 iancrasss in the awount pald through Blikton
cagts AMA, payvabla over Dwiz ysarg: Lhe Firsy credlt bto ocour
vithin 220 dave of the olesing «f obe Merger, aud the sooond oredit
na ooin witinin cus year therzalber,® Adnitlionally, tne Jolnt
rppiicants hove agvesd o an addicional direct cusbo.er rate credit
Lo bthe cuagnomersn, bo ooour whkbhin 120 dayy of the <losing of the
werner, which will be funded ag a result of savings asgociated with
the avoidanoe of fuxther cegularzcoyy litigation cousts 37 the amount

of §100,00606.%

hgsmisrment of Aldyl-A Fipe

The Jolnt  Bpplicaung’ commituent Lo comducht adg
acreleratnd asaesament nf pLAyL % pipe al o cosbt to the sikLon 283
enatomners ia included as 2 term and econdinicn of the abileranu
agroewert . In addicion, the Joint Agpliconis bave ayrezd to
provide, w«ithin A0 days of completion, 2 wvopy of Lhe completed
accelerniu-d aaseszuent stody of the Alayl-A piplrg withisn Elkoon
Gag'  Alstnibunion  systsm, which will also  Ineclude  uany other
defreleneiee ldenkbified in the course of pexlousmipg that xascssmont
chat  rotawe ne Lhe ouvhers plping maferdals withan Eioiten Jast

¥ ears Leant Snoeamtrl Londindoa OU0A Cond ) o3,
3

Son wph, .

LA A S P
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Jistribution syatom that could lsad to  ungafe condltions M

Furthar, within 80 days of Completing the accelerated agsesgment,

Elkton Cas will provide to the Commiaosion a plan for remédlating,

any of the deficisncies found with the AL&yl-A amnd/or any other
piping materials discovered as a xesult of the asscssment
finally, Blkton Gas agreed co coutinue ho gysrtematically remediate
system Xnowlodge deflclencles in aceordance with established

programg and procsdures ’*

Rate Making Matters

The Jolnt Applicants have agrend to file a base ate
cage within twe vears of the closing of the Marger ™ 1 the
intexim, within 80 days of closing of the Merger, Elkton Gas agreed
to file an annual financial reporl for the previous 12-month
period, which shall Include EBlkeon Gas' revenues and ceslts.”  The
report also shall conteln a caleulation of the earned return on
rate base angd return on egquity for Blkbon Gas.*®  Blkion Gas will
thereafrer £ile a financial report the next 12-month poriod within
60 days of Lhe 12-month period end ™

Should the tragsition costs (eosts incurred Lo achieve

.
gynergy savinus of the Hergey) exceed synergy savings during the

\

oA cund. 1.
¥ osn Cond. 14,
o cond. LS.
oA Coond.

* 8A Comd. 5.

&
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test yaar in Bikton @Gas' sex:t »sase zabte case, the Jolab spplleants
have ageesd to forge cost recwmvery of tha trensiilon cusls Lbet
axcaed aynorgy savings.® Adaltiongly, Blkion Gae agoesd bthat it

will ach seck rocovery in ity rates oFf: [1) any acguisivion premlum
aggaciaved with the Merger; (L1} any wosh assocliabtad with yood will
ari+ivg from the Merdger; or {(Lil) avy trangacfion cesty luounred in
coansction with the Merges .’

the dalnt BApplicants asgrred that neither BOL Resources
wer Alkben fas will dazsue debt or wgulity in ceonectlon #ilh, ov to
fund, the Meyger.”  Alse, Icr s puriod of Luo veass foilowing the
clusing of rhe Merger, Lhe amcurt of costs azscssed to Elkton Gas
fror services provided oy an oLE£lliste ab3ll ko no greaster than it
wonld uzve Lesn had the Mergsr nob oncurred, venardless of whelher
gsaeh zervices are grosided direztly or drdlrectly by Youthern
Company Cewvices, inc., AGL Services Company, o auy obhsr fouthern

Comganyy affiliate ™

Supplior Diversity Brhanseuwents
an dnlbially oVfered 2s 4 commiteent, the Joint
hoplicants agreed to increase thz2 suppllsr diveraliy periovmance of
Fikoon Gas by juvrreasing L0 D8P by oa factor of 4 dorivy the perioed

0.5 tmomugh 20917, as measurved ogalast Blkion Sac) 2034 08R.Y 0 1o

#ogs Cond L (U definitlon of tacgpelmacdre e #Y o opel CUxkRoAn Sn

Moem eyl .
Boan Dep Al 19

Gs cond, LL

10
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addition, the Joint Applicants agreed to maintain the DSR at post
merger levela golng forward, and continue to aim to inerease Elkton

3
Gas' DSR nver time Lo 25%.

Community Investment Enhancements
The Joint Applicants agreed to increaan their commimﬁerit
Lo sustain Elkton Gas' current levels of community investment from
five yeara bo ten years.*™ The Joint applicants also agreed to
maintain the commitment that Elkton Gas will not seek recovery In
ite rates of costs related to these community investament'®

activities. ™

Finanoial Integrity and Ring Fencing Enhancomonts
The Joint Applicants’ agreed that Elkton Gas will
maintain a rolling 12-wonth average anmuial equity ratis of at least
48 percent.*™  They also agreed that, within 50 days of closing of
the Merger and annually thersafbter, Bikbton Gas will resume £filing a
ring fencing rweport as reguived by COMAR 20.40.02.08.'% in
addition, ®lkton Gas agreed to file a cosl allosatlon manual

purouant Lo COMAR 20.40.0%.07 wilhin 90 days of closing. ™

W,
Poga Coredd. 13
pL 3 [d"
1 2A Cond. 16,
BEoan, rond, 17,

154 Td,

11

{
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the Joint Applicanly also agresl vo nondact an amlynis
sf thely cperational and financial cisk to Jdetecmine the adaquacy
€ phaelr existing ring f[encing seasures, using the ring fencing
condlviors as set forth in a mabtriz attachszd te the Setllement
Agreement, axoluding the firvst ihr:e ring fencang ~onditieny
gontained in rhe matvix. ™

Wikpon Gas and ibs affiliabes agread £o Zowply with the
statutes and regulacions applicable to Blkton Gas regarding ~£f114-
abte cranzactions.

Sputhern  Company  agreed (o prompitly veporbt  to  the
Commigsion any change by ac least hwo of the three major credit
ratiuyg agenciea of che rating of the senicor unzecnsed long-term
wublic debb ssmcouvivizs lasued Yy Soukhern Company. AUL Regources,
¢z vivotal by providiug the vatilag letter and related axplanatory
nore,
Sacure Maryland Zuploypent

Ag offered a3 a commibment in its application, the Joint

nrplicants agroed, Tov at I=ant rhyee yeaxs following the olosing
of tre derger, to wmeintain curvenc employment levels wichin the

tMarvlaud workfaree supporting Blkron Gas' oppezxacions ™
N ¥ ]

LH Ot 1n,
T oan Zead, Lo
T oon ord. 3.

PEoan cosd. 21
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#aintain Local Corporate Fresence/Corporate Governance
Additionally, as offered in its commitments in its
rpplication, the Jolnt Applicants agroed o maintain Blkeon Gau'
headguarters 1n  Elkton, Maryland™. and to reta%n Elkton Gaa’
gorporate name and form, and to conlinue its existence as a divi-
sion of eilvotal rurither, the Joinkt A;plicante agreed that
AGL Resources will continue to have a separate hoard of outside

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

Merger

Moat Favored Watioa Provisien'™

The Joinl Applicants agreed, within £0 days after tho
Merger closos, Lo Flle with the Commission a copy afftne Final
orders and/or Scttlemont Stipulations fyom the jurisdiclion which
thay are sccking Merger approval following approval in each of the
jurisdictions, along with an analysis indicating the total doliar
ancunt of any dixect customer cr%dit approved in each juvisdiction
and explaining the valuation of the direct customer credits awarded
in that Jurisdiction as compared Lo the value of the henefita
provided for in paragraphs {2} and {3} of the Settlsment Agresment

{nalculated in each cage on a pev-digtribublion customer basls.)

. fhe Joint Applicants f£urther agreed thabk, Lo the sxbsnt, on a par-

dintribucleon cuscomer basis, the dlrect customer credits provided

MR Comi. 22.
Moy Cond, 23,
LA Cond, A4,

PSR Cood. 35

113
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to cuatomers in ohrer jurisdictions are waterisily wore benoelicial
i che aggresate then the cerms  incluwled in the Ssttlement
Agresment, then the Jolob Applicants «lll bo obhligated to provide
addgitional dirvesat oustomer <orcdite to  Elkton Gan'  cusboiers
eguivalent to  such ahortfall oslonlated on a por-distribution

mastmans basis,

further Condltions, Asspertlong, and Regervatlons

nmong the ocher wondivions, asserclons and ressrvaticons,
che Partiecs agreed that the Settlaemeat aAgressent vepresents &
vompromige of divergenc wositions in ordar to end litigation, and
shall nob be regerded zs precedent with respect bo any fubure
case,™ They agresd thar the Comwisalon's acceptance ol tha
Setblemant hgreemoeonl may not be deaned or constitute in auy respoch
a cetevrination by che Commission 3s to the merits of any of the
contentiong or allagablons that might be mada by any of the Pactbineg
to thne sshblemont Agrzement ia the absence of sciblament ™ Tn the
evony the Cuamisslon doos aoc ageent and approve the Sattlement
myreement Lo lus catirety, the Battiement aAgreement will ba Jdeemed
withdrawn and vold, ard Lhe agreement and any mavbors asuoclated
with ite counsidesotion by tbe Commisgsion, may nct be corsidored or
argued to be o walver of the rights thal any Pxety nto for a
docislon in the sanbar ¥

G za Cond. 2.

S oan cgrd. 460

B A sd ., AL

1i4

)
k23
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Upon unconditional acceptanse by the Commisgion of bhe
Setileoment Agresment without wmodificatlon, the Parties agreed to.
walve their respective right to: (1) appeal a proposed order of the
public Utilily Law Judge to the Commission; (2] seek rehearing of a
Commilsoion order; aacd: {3} seek judicial review of a Commission

ordey M

Conglderation and Findings ! ,
Under 8 6-105{g} (5} of the Public Ucllities Arvicle, the
Jeint poplleoants  bear  the burdén of demonstrvating that the
acguisition 1s coensistent with the publie interest, convenlence
and  neccasity, incléding penefits and no hawm o consumers.
Section 6-105{g){2) provides guidance to the Cownisslon on the
factors that it nust consider to aseess whether the Aogquisition ia
in the publi¢ interest, wconvenience and necessilty, ~isc3uding
bepefits and no harm ro the consumey. Aftex its assa2ssment, 'if the
Commiganion flnds the hcguisition is in the publlc interest,
convenience and necsssity, it may either approve thé Acquisition
with or without conditions. If it finds that the aAcguislidon ism
ot in the public interest, convenlence or necessity, it shall deny
the Aequisition.
> ‘The evidagce presented by the Jeinc Applicanis. suggests
that che terger will bave little, if 3ﬁy impagt, on Lhé Qpérationﬁ
af Zlkion Gaz in the nzay fiture, The Joint Applicants, however,

cneladnd certaln comibments Lo enhance divect benefits fo Lhe

*
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Eikvon Casg ousbomsrs apd ho onsure bhat no harm Lo bhe oustloners
reosulted frum Lhe Merger. Neither 4taff's ipitial poaltlon nur
orCra induinl position opposed the approval of tne Acguislicion as
lonwg as the Comwisslion included cervadn addlitiopal condiiions in
Lta opproval. As a2 result, bthe Joint kpplicoats, O0PC and gtaif
ware ablz Lo negotiate an agroement Lhab appeayrs Lo batance the
interests 5f all the parxslzs and resolyss the itagies raisud by ORC
ar.d staff.

Below 1 coensadey each of ~he factown s~t forth in
secting 6-~105{g} {2} and nzsezs aach, »ased on the evidence aond suy
conditions sovghi 2 eosure penzfits and no harm to the conwwniar,

as weil as <he publia intereast,

The Potential Impact of the Acgulsitlon on Babee and
Charges rPaid by Customers and on Lhe Sorvices and
condlitions of Oparation of Blxton Oss
in ibe case-in-ohief, tha Joint applicants assrerved chat
rhere would bue a9 chaage i rateg pald by the Marylond cuptomers of
2lkten Gan ag a resulc N che Mexger. rddirionally, the Joino
Applicants vomslited that Zlhkton Gas, in a future rate cass, would
nst seek Lo xezover iz {3 Basz rales any acquisition premiom,
goadwill ur Crapzaccicn cosl thabt aroae as a rasult of ths Movgsc.
Aooording vo bhs Joion applivantz, selther AGL kasources nos Blkbon
Gas will lwsvae Aebkb or eguity ir connuotion with or to furdd %he
Merger. the Joint Applizacts also andicalesl nhab ita plan for
aperating Blkton Gas wouid nob resull in 3.y ~dvorse clapges to bha

service £ad condirtisng or eoperatiou of Bilibon Sas. further, the

2%
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Joint Applicants  polnted to ‘the corduct of apn  accelerated
assessment wf Lhe distribubion asystow to deterwmins che condition of
the Aldyl-A pipe as a4 means Lo incra%se the pafety and raliability
of Blkton Cas’ pipeline system,

poth OpC and Staff each initially rccommanded that the
Commigsaion condition its approval of the' Acquisikion with a
requirement that Elkton Gas tile a base rate case within threse Lo
Four years after the cloging of (he Merger.. The purpose of Lhe
Eiling,laccoxding £o cach of OPC and Staff, is to ensure that the
Blkton customers receive any benaefits of any reduction in costs n
the evant savings and efficiesncies result f£rom the Merger, even
though currently none .arve forecasted, asz well as Lo ensure that
Elktﬁn gas does net inglude the acquisition costs Lln it xates.
Tha*Joint Applicants have agreed that Ylkton Cas will [ile a base
rate case within two years after the date the Merger clogns.

The filing »f a base rate case within Lwo years of the
Murger élosing date wmay well ra%uit in a change in bhage ratea, bug
I ronclude any such change in vates will not be ftrom the recuvery
of cosbts oy sxpenses associated with the derger. Indeed, after the
Margor closing, thars may be some gynergy savings that are found io
the first several years afbor the closling, which then can ke flowed
to the Blkbon Gas customers sooner chan’ later, Furthar, thare ié
0o evidenoe in the record Lhat suggesta.that the current services
and operabions of Slkton Gas will be matexially changed in ita
Maryland service territory as 2 result  of the Merdgoer.

raditionally, the Joint  Appllcanta  have  committed Lo an

7
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