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Infrastructure Enhancement, whicn ohould increase the safety end 

reliability of Elkton Gas distribution system in Marytand. 

7inally, the Joint Applicants have conmitted to rro-

viding direct customer credits that, in the first two years atter 

the closing of the Merger, on an annual Oasis, reduce a c:stcriter's 

bill even though the ratee rImnin unchanged. Consequently, the 

vintomerm each ilrcolve a benefit al a result of lhe Merger without 

awalcing tke flow through of any potential synergy savinge or 

efficlenciee that may be found sfter.the cloning. 

Accordingly, I find that the cx/scing rates or ,;ervice 

anl operaticn o! Elkton Gas will not be adversely impacLed Ly 

either the Acquiaiticn or thc. Mcrger. 

The Potential Impact of the Acquisition on Continuing 
Investmen 7:. Needs for the Maintenance ef Utility 
servicas, Plant and Related Infrastructure 

The Joiat Applicants asserted that aEter the Merger, 

AUL Resources will continue tc, have adequate access to capital, 

providing 1411ton Gas with the ability tn invest in necessary 

cepiLal and infrastruccuit projects to provide safe, reilanle and 

aff,rrisble service to its customers."' AccJrding to Mr. IleatLy and 

Mr. LinginfeLter, AGL Resourcea' and Elkton Gas' ccre management 

:ill be retainc5."3  Additionally, the Joint Applicants represented 

that che Zierger 4%43 viewed by cwo ot the major credit rating 

agencies as h:laving a stable or poulL!ve impact on the credit 

m  'py:It:at1/2n at 15, 11; Li.tg.thfelLe: DIze^t '4: 12. 

" nqozt-le 	it 11, Apt t,iinteLseL 	.L S. 7, 
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quality of AGL Resources since Southern Company has higher credit 

ratings than those of AGL Resources."' 	Further, the Joint 

rpplicants committed to maintain AOL's borird of outside directors 

\ 	 for five years after the close of Merger. Neither Staff nor OPC 

suggested that there would be any adverse impact cf lhe 

Acquisition/Merger on continuing invcutment needs for the mainte 

nance of Elkton Gas services, plant and related infrastructure. 

Accordingly, I find that the Acquisllion and the merger 

will not adversely impact the continuing investment necds for the 

maintenance of Elkton Gas' services, plant and related 

infrastructure. 	As a result of the Merger: there may be a 

potential positive impact when and if Elkton Gas requires 

1 
additional capital to inveit in its infrastructure because its 

ultimate parent company after Ihe Merger (nouthern Company) is 

t 
viewed as having greater financial strengtn tban that of its 

current parent company, AGE. Resources. 

The Proposed Capital Structure that will Result from tha 
Acquisition Including Allocation of Earnings from Elkton 
Gas 

The Joint Applicants state that there will be no impact 

on-Elkton Gas' capital structure, especially as there will be no 

change in the outatanding debt held by either AGL Resources or 

Elkton Gan as a result of the Merger. A term of the Settlement 

A3reement is net neither AGI, Resources or Elkton Gas will issue 

any debt in connection with, or to fund, the Msrger. 

lZ  hattie Direct at 19. 
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Stafl testified that ale torrent. capital ocructarc of 

Elkton Use consistnd of 49.59% equity and 50.1L1 debt, tell.ch  it 

said in consistent with most of the Maryland regulated 

capital structure." Staff recommended that the Commissicn condi-

tion íc.. approval with a requirement that Elk:on Oes mdintain 

roiling 12-month a..arage annual evity of at leaat 46%, to ersttre 

tLaL neither 2.G14 Fil.soorcee nor :;outhern Company attempts te snift 

some of its riskier, leveraged financial poaition onto Elkton Gas. 

The Joint Applicants ccmmitted to this condition in lhe SeLt2ement 

Agreement. 

Aecordin3ly, sukiect to the t.”T.M3 of the Settlement 

Agreement re1itt1.1g to the capital atructure of rlkton Ons, / find 

tnat no adverse chaqge iu the capitol stricture of Elkton Gas will 

cecur due to the Acqvisition or the Mnrger. 

Ihe Potential Effects on Itennloyment by Elkton Gas 

The aeint Ai.plicants stated that Slkton Gaa enploys 

Light individt‘ala Ln Maryland tn manage the day-to-day operations 

02 akton CaJ in its Maryland service rerritnry. 	The Joint 

Applicants committed to retriniag the employment of Luese 

individuals tor at least taree years after the closing date of the 

Kerger. Tt comal':.ment is a term and condition of the Settlement 

Agre.iment, 	i cliex,aore find no adqerse effects will ocr.ur on 

amployment by Elktm Gas in Mirytand as ti result +If the M,..gex. 

alvarudq 	.t 11- 
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Tho Projected Allocation of any Savings to Elkton Gas 
that are Expocted botween Stockholders and Rata Payers 

The Joint Applicants have stressed that the resulting 

Merger is not likely to provide synergy savings to the Elkton Gas. 

operations. Consequently:  as no savings ere expected, the Joint 

Applicants have no projection of aliocation of any such savings, 

but agreed.th.AL if any savings or efflciencies were gained by the 

Merger, Elkton Gas' share of the savings would' flow to its 

customers through the normal ratemaking process. In the Settlement 

Agreement, the Joint Applicants have committed that Elkton Gas will 

file a base rate case.wiLhin two years of the.date of the closing 

of the Merger. As explained by OPC and Staff, in the base rate 

case, rhe Commission will be able to consider whether any synergy 

savings and efficiencies have been achieved by the Merger which 

should be flowed to the Elkton Gas customers. Moreover, the Joint 

Applicants have agreed that CO the extent any of the transition 

costs (those costs incurred to achieve the synergy savings) during 

the Elkton (las test period in Elkton Gas next base rate case 

exceed the synergy savings achieved, Elkton Oas will forgo cost 

recovery of the transition costa that exceed synergy savings. 

find that thin commitment is an additional benefit to Elkton Gas' 

customers and prbperly balances any savings to be achieved by the 

Merger betWeen the Elicton Gas customers and the shareholders. 
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Izauas of Rallability, quality of Service, and quality 
of Ouatomor Service 

Staff testified Lhal Elkton Cas does not have a history 

uf islues either with safe, reliable service or quality of cuatomer 

service. 	The Joint Applicants hnve idencitied a type cf pipe 

m?.terix.1 which has a potential oi "nrittle-iike cackiag Lhst may 

resulz. in an nmafe condition co Elkton Gas,  diaLribution system. 

They therefore commiLled to conducting an accelernted asvessment 

survey at no cost to Lhe Elktun Cas customers of the Aldyl-A pipe 

to determine its condition. 	Stat.! and OPC each recom.sended an 

additional conatlen to insure the Elkton Gaa diecrIbntion sysLem 

continued to have safe, reliacle operations. 	The SettlemenL 

Agreement terms incluL:ed beth Staffin and CPC,e additional condi- 

tion recommendations. 	I therefore find that the Settlement 

Agreement addresses any concerns of any insue with reliability, 

safety and quality of service of the dlstributinn pipeline as a 

result of the Merger. 

Although the -Mint Applicants agreed, for a period of 

three years, to maintain the employee lavel in Maryland associated 

with Elktnn Gas,  cperations, r noted Lhat the customer service call 

center tnac hIndlen Pakten Ces cusLomars,  calls is located in 

Georgia and the onstemer service repre.;entaLives are employzei by 

A01, Rosources. 	 eceorttng t.c;441, Resenuces, it has four 

full time Af;L emr,Icycee handling approrimstely 12,500 Elkton ..'as 

0000404 

122 



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

Staff RFI 2-17 (NEE) 
Page 12.3.of 263 

STATE OF mARYLAND 
PUBLIC SERVICE COMMISSION 

cuetomer calla annually."' Even though the Maryland employee level 

may not thange for a period of three:years, I queetioned whether 

1 any decrease in the number of full-time customer eervice repre-

sentatives handling Elkton Gas calls might occur even if the number 

i of calls did not.decrease. Mu. Keefe indicated that there was no 

1 expected change in the number of dedicated AGL Resources employees 

1 who handle the Elkton Cas customer cellos."' Accordingly, / find 

that the quality of customer service will not be adversely Impacted 

due to the merger. 

The Potential Impact of the Acquisition on Community 
Investment 

According to the Joint Applicants, Southern Company 

strongly encouragea Community investments by its operational 

companies. Mr. Beattie explained that 3outhern Company encourages 

each of .its operating coilipanles zo establish economic development 

programs and hire personnel to administer the programs to create 

more jobs and a higher quality of life for individuals in each 

Southern 'ompany service territory."' Additionally, he described 

the level of community involvement by Southern Compaay employees in 

2014 as well as the charitable donations made by Southern Company 

or ltn subsidiaries to provide environmental, educational, and 

Pav:evic Div= (*Confideatial,), Data Responses Referenced in the 
Direct Testimony ot Karl R. Pavlovic, Joint Applicants,  Regponse to OPC 

' Data Request No. 1-10. 

March 1, 2016 Evidentiary Hearing Transcript (*TranocriptN) at 24. 

1" Scottie Direct at 7. 
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nejtural nupport to the communities served by the cver4tiog 

companiea."' 

The Joint Applicant:I iriit.L11y ommitted to sustain the 

level of community investment currenny made by Slit.ton Gap for a 

petiod ..s.f five years, which would continue to target charitable, 

workEw7ce development and economic development in the Elkton Gas 

%orvice tarsioory. St4ff concluded that maintaining the same leve/ 

c,f inwestment tor 4 period of five years was lot outfieient to 

demonstrate a benefit to consumers, and raccmmended that the Joint 

Applicants ccmmit to maintain Tlkton Gas,  level ot ecinmunity 

investment fur ton years. 

Under the Settlement Agreement, the Joint Applicants 

have increased their commiLMOric to nustain Elkton las level of 

community investment to tea yaare. Additionally, the commitment 

inoludos an agreement thet 21k.ton Gas will not neek recovery of 

Lbeee investments throuc.h its rates. Consequently, although the 

level of Ltd community investmeat may not iLerease by reason of the 

MotAer, the level will not decrlasa. To the extent that alkton Gas 

cuatomeze dill not see the co•:to oF tne kuvestments recovered in 

rates, I iind the coJdition results in a benefit to tna customers 

al ive•O as to the community wi.thout any harm to the ca:2poyeri. I 

tivd that :here wiil be no adverse impact C:om 	il‘quisition or 

the Mergtx on conci.tuing community inveatmont by Elkton Gas tor at 

lsaut ion yeara. 

• 

• :•..•tt :n 21.1' 	'• 
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' Affiliate and Cross-Subsidization Issues 

The Joint Applicants witnesses testified that there were 

no 'aftiliate or cross-subsidization iusucs raised by the Merger. 

Staff, subject to the condicious it recommended, agreed that there 

would he no.affiliatc or cross-subsidization issues raised by'the 

Merger. :rho Settlement Agreement includes the recommended condi-

tions nought by Staff to .ensure no affiliate or cross-subsidization 

issues occur as a result oE the Merger. Consequently, I find the 

terms and conditions of the Scttlament Agreement acceptable Lo 

prevent any affiliate and croon-subsidization issues occurring as 'a 

result of the Merger. 

The use or Pledge of Utility Assets for the Benefit of 
an Affiliate 	. 

According to the Joint Applicants, neither AGL Resources 

nor Elkton Gas will issue any debt or equity aa part of, or to 

fund, che Merger. Mr. Linginfelter indiCated that Elkton Gas would 

continue to issue debt as it previously did. 	The Settlement 

Agreement includes the Joint Applicants agreement 'that 

AGL Resources and Elkton 0a3 will not issue any debt or equity as a 

part of or to fund the Merger. I find that the commitment prevents 

Elkton Gas from using or pledging its utility assets for the 

benefit of an affiliaLe in connection with or to fund the Merger. 

Jurisdictional and Choice of Law Iesues 

The Joint Applicants =mitred that Elkton Gas and its 

4ffiliat:es will continuc. to comply with the Commission's codes of 

ig 
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conduct regulations. 	I find ro issues as to tiet Commission's 

continuieg jurisdiction over Elkton Gas, or its luricdiction over 

Elkton G13 and ien affiliates In relationship to affiliate 

transactions. Neither Staff nor OPC rained a choine of law lesue, 

ard I find no imsnes reiatod to chcice cf. lew. 

Whetlear it is Necessary to Reviee khe Commission's Ring 
Fencing and Code of Corrimet 2egn1ations in Light of thi5 
Accpalsition 

Other than Elkton c.:as reeuming ita submission of its 

ring fencing report mei filing a eosc allocation manual, Steft did 

not find it neceosaty to revise any ef rue Commission's ring 

fencing and code of cenduct regulation prior to the ciesing of the 

Merger. 	An initially recommended by Staff, the Settlement 

Agreement includes a commitment by tha Jeint Applicant to conduct a 

risk asseasment to determine if mote otringent ring fencing 

measures nhouid bt implemented ea a result -1 the Merger. 

Ms. Keefe tencified that the Joint Appiicants intend to complete 

the risk asoeesment wethin 90 days a Lhe Merger elosing date and 

tile it with the Commission as recommended by Staff.'" I conclude 

that it is not currently necessary to reviee zhe Coemission's rieg 

fencing and code of cnnduct regulations as a zeault of the Merger, 

an long an Elkten *am reeumes its ftlieg of its eie4 tencini report 

and eubmite a coet Allocation manual wichin 90 deys o: the closing 

date of the Mergee. Further, in ths event teat tho riek assessment 

filed ed.th  the Cemmiortion reveals that additional ring fencing 

"6  Tr7ne^ti•ft at 
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measures may be needed,,  the Commission may addresu the need for 

these measures in a further proceeding.,  

Other Issues Relevant to the Asseaament of Acquisition 
in Relation to Public Interact, Convenience and 
Necessity 

Supplier Diversity Goals 

In prior merger cases, the Commissicn has considered 

other public interest issues, such as the utility'a adherencej to 

'the supplier ,diversity goals."' The Joint Applicantn have com 

mitted to increase Elkton Gae 2014 DSR by a factor or 4. Further, 

the Joint Aoplicants committed to maintaining the post-merger 

levelu and to continue to strive to meet the Commission'a target 

DSR goal of 25. Southern Company, according to Mr. Bc,ittie, has.a 

robust supplier diversity program. 	Mr. Beattie testified that 

diveree business npending represented approximately 25k of Southern 

Company's total direct procurement expenditure in 2014.'1' He 

eXplained that Southern Company had formed a Supplier Diversity 

Council to coordinate buainess diversity efforts and sbare beet 

, practices across Southern Company's operating companies and 

buelneni units."' According to Staff, R1ktOn Gas' DSR for 2014 

was 4.42%.`" Although under the i!ommitment, Elkton Gaa' 1.,6R for 

9.•!o 3:tier o. 08990. In the Matter nf the tierger of Exe.lon Corposation 
and 11Flip.:o Moldings, 	Case Mo. 3361, Sltp Opinion rtt 03 (nay 15, 
2015); see also In the ffatter of thn !Verger a Rxe.lon Corporation and 
Conste.Liation Energy Group Ivo., Case No. 9271, 103 Mo P.3.C. 22 t, 70-71 
and 79. 

rwattle iirect at Ø. 

Id. 

"" Alvarado Direct at 14. 
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2017 will be at or ahove 17%, whi,11 ie 	ociow the Commiseion's 

target Goal of 251', the commitment will result in the diqersity 

speed iLcreasing at an aecoleraced pace during the next several 

Thus, upon the Merger closing, '21knon Gee' supplaer 

diversiti progrom may ?Jeretit from implenentatioe ef the beat 

practices of 3outhc.rn Co7pany in encouraging supli)r diversity 

epend wtth Elkton Gas. 	rurther, Ms Keefe tostified that 

AGL Resource's hae amerded Its Master servlsce Agreement acivee ire 

entire AGt. footprint "to strongly encourage Ito prime cootiactors 

co be aware of and commit to the 'same levsl of commitment the 

Company has to rricrease divorse contracts, seppliee and 

services."' I therefore tind that the commitment Lo enhance and 

advance Elkton Gas diverse supplier spend ia consistent wiPti tho 

CWM..se3.01014 po1l...7 goals foi diverse suppiier upend by utilities 

in Maryland. tinder Lhe coamitment, Elkton Las' ability to meet the 

151 Larget goal will be aoceletated, which is beneficial to the 

coAmturiLy and publie !n general. Thus, / find this commitment 

benefits the nublic inteTeuC and ie acceptable. 

Most revered Netian "-revision 

The JoinL ApplicanLa have ct,mmitted to eubmit all orders 

and/ov arttlement agreamnne from eacl, !urisdiction in wich they 

ore seeing :UirIer aporoval even app:ot'al of nhe Mnrger. /Ley also 

'4111 include un araiyeie ekplsining the valuaticn of i'ny direct. 

Trarocr4;st at LEI 
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customer credits awarded in another jurisdiction as compared to the 

value of the direct customer credits in the Settlement Agreement. 

- In the event the value of the Maryland direct customer credits is 

less ben'eficial th4n in another jurisdiction, the Joint Applicants 

agreed to provide additional customer caedits4  to Elkton Caa' 

customers equivalent to such ehortfall calculated on a per-

distribution customer basis. This provision ensures that Elkton 

Cass customers are tIeated similarly to its other 'affiliaten' 

customers affected by the Merger. 	I find this condition is 

reasonable and will inure to the benefit of elkton Gas customers. 

Conclusion 

In review of the Joint Applicanto,  case-in-nhief, I find 

that the Joint Applicants submitted information aufficient to meet 

the requirements. of § 6-105(f)  and has presented evidence to 

demonstrate that the Acquisition satisfies each of the facLors 

(-Jiumeratod in § 6-10S(g)(2). In each of its initial case,.neither 

Staff nor CPC opposed the Acquisition as long au tha 'conditions 

recommended by ita witness(es) to address Staft's and OPC's 

concerns were included in any approval of the Acquisition. After 

negotiations between the parties on the identified issues in 

dispute, the parties were able to resolve the disputes and arrive 

at an agreement that the factors listed in Public Utilities 

Article; fiG-10S(g) were natisfied as long as the tsrms and 

conditions agreed upon in the Settlement Agreement were accepted 

and approved by the Commission without modification. Each or the 

0000411 

129 



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

Staff RFI 2-17 (NEE) 
Page 130 of 263 

4TATE Oc MARYLAND 
PUBLIC SERVICE COMMISSION 

parties agreed, nubjeet to che conditions, that the acquisition by 

Southern Company of the potential power to substantially influence 

che policies an0 ectione of dlkton Cas .0as in the public intereet, 

convenience and necessity, including benefits and no harm to the 

consuusr. 

The commission ha3 Cound that a unanimoue settlement 

agymementz.o reasonable bzcwise it is submitted bby parties who 

normally have adverse interest."'" My consideration of the terms 

and conditionn of the Settlement Agreement conCitms that they 

reflect a bvlance between the positions ta:;en by the parties in the 

proceeding, ard the terms and conditions provide a reaeonable 

reeolution of each disputed iesue and eliminate anv potential harm 

to consumers and enrure net benefits co the Elkton Gan customers ae 

a result of '.be Acguieicion and Merger. 	I therefore find the 

jettlement Agreement ie reasonable and that the acceptance and 

vprcval ot the Settlement Agraemest without modification 1.3 in the 

lic interest. 

Snbject to the conditions set forth in th2 Settlemeat 

Agreement: and aoreed to by L:e Joint Applicants, I find that the 

JainL Applicants have deconstrated that the approval of ',to aclui-

sit/on has natisfied each of the rectors listed in 5 6-105(g)(3). 

I !ihd thut, oubject to the conditions sot forth In thi. Settlement 

Ngraemenc, the Merger will reaelt in direct 'oetefits to the Elkton 

customers wich no harm to the cu&tomerj. 	 oC the commit. 

°I  Vel Pn 911marv... !wvr& Wept t.ow.an?, 102 	P S.C1 216, :au W11); 
1.41 Puremnc L'a•ctrio Proar Company, 9‘ W. P.S.C. V.c, 341 (11M. 
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ments also provide benetiE to Lilo public nt large in the Elkton Gan 

eervice territory, aud therefere the Merger will be in the public 

interest 33 well. 	Accordingly, 	find that the acquisition to 

consistent with the public interest, convenience and necessity, 

including_nenefits and no harm to the consumers. Accordingly, I 

hereby grant the Applicatinn subject to the conditiono in the 

Settlement Agreement And authorize Southern Company's acquisition 

of the potential power to oubatantially influence the policies and 

actions of Elkton Goo that will result. upon the closing of the 

Hergar. 

ender the initial ptocedural schedule adopted in thin 

matter,"' the target date for the Proposed Order was May 2, 2015. 

In light of the settlement agreed upen by the parties and Ehe 

elimination :If a brieting schedule, the record in the proceeding 

closed earlier than initially expected and resulted in the Proposed 

Order ready to be isnued approximately 30 days earlier than the 

; original target. 	Also, in the initial procedural schedule, to 

allow the Commiesion adequate time to censider any appeals, the 

appeal period and process was compressed. Ae I have aecepted the 

Settlement Agreement without modification and authorized the 

Acquisition, I do not expect an appeal to be teken of the Proposed 

Order. Nevertheless, I wish to afford the Commission adequate Lime 

to review the record in thia matter, the terms and conditions off  

the Settlement Agreement, and my decinions in thio Proposed Order. 

------- 
sec Public ntk%icy ralw Judge's Notice cf Precedural Schedule loaned on 

Use:racer 4, 2C.b in thiu proceeding. 

131 

0000413 



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

Staff RF1 2-17 (NEE) 
Page 132 of 263 

STAMOFMkRYLANO 
FUBLIO SERVICE COMMISSION 

Itecordingly, I will not shorten thn appeal perisd inasmuch as the 

Proposed ()icier, if no appeal is taes.en cr the Cummission does not 

initiate turther prwcetlines on its on motion, dil: become a final 

Crder of the Commlanice or Mal,  3, 20145, one business day after the 

initial Proposed Urdor target isseance dace. 

IT TS THS7TFORE, th!s 31st day of Aa:nh in the yea.c, 

Two Thessand Sixttten, 

ORDERED: 	(I) Thrft the Joint Patiti,ni for Arproval oE 

Stipulation and Zattlement Agreement is Lereby granted and ale 

Stipulation and Settiemnnt Agreemen: is heroby accepted and 

approved without modification. 

l2l That the application of Th.e Southern 

Company, AGE, Resour.ces Inc., and Pivetal Holdings, Inc. dib/a 

Macon Gas Ear authority tor The Southern Compply to acquire tbv 

power to substantially influence the pv11c3.4a and autions of Enhon 

Gas an a result of a merger between T:ze South-Jrn Company and 

ASIA Reseure.es inc. 3.3 hereby granted, sobjeet to the condicluis 

attached hlreto as Attachment A acd ineotporatcd hereby into this 

9roroued Order. 

(3) —ha: all otter im,tions or viguesta not 

apecifically qr;:nied twre.n Are denied. 

T13L this Otopoaed Oiie 	U1 become a 

fal order of the Ccrimisf:foll. on May 3, 2116, usleas betore that 

Jate nr ar.peal LA notf-d 'tith the Commission by a,y 2a...ty to this 

pscsedir,g as provldid in 5 3-I1.ltut(2) ef 	P.blic UtL11:icu 
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Article, or the Commission modifies or reverses the Proposed Order 

or initiates further proceedings in this matter as provided in 

3-114(0(2) of the Public Utilities Article. 

• vt. 
Terry J. ricmin 

Chief Public Utility Law Judge 
Public Service Commission oe Maryland 

4 6 
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BEFORE 1112 
PUBLIC SERVICE COMMISSION 

OF MARYLAND 

IN THE MATTER OF THE 
macra OF THE 
SOUTHERN COMPANY AND 	 Case Na. 9404 
AGL rasouncEs INC. 

STIPU1.AT ION AN i") SETTLEMENT AGREEMENT  

O Novcinber 3, 2015, '1 he Southern Company ("Southern Cumpany"), AGL Resources 

('AGL Resources"), and Pivotal Utility Holdings, Lnc. ('Pivotal"), d/b/a Elkton Oas 

("Elkton Cas") (collectively, the 'Joint Applicante) riled an application ("Joint Application') 

with the Public Service Commission of Maryland ("Commission") requesting autherizatiwi for 

Southern Company to acquire the power to exercise substantial influence over the policies and 

actions of Elkhdi Gas, pursuant to § 6-105 of the Publio Utilities Article ("PUA"). The Joint 

Applicants gniglit this authority is a result of iat agreement between Southern Company and 

AGL Resources to combine (the "Merger"), whtreby Southern Company will becorr.o the 

ultimate parent company of Elkton Gas, a public service company operating in Maryland and a 

wholly-owned suluidiary of AG1. Resources. 

renewing the preliminary procedures in this case, which included extensive discovery 

and the filing of Vistirropy by the Joint Applicants, the Commission Staff ("Stair), and the 

Offiee of People's Ccunsel (OPC") (collectively, the "Parties"). the Parti,..3 engaged in 

!ixtensive and compretensive nerptiations with fespect to all aspects uf th7 issues raised in Case 

Ne. 0404. As a re.;ult cif thosir retiritions, the Parties lave reached •,inaniinous agreement on a 

settle/tent of the Joint kpplicotion, the. terins rn1 contEtions of which fire sct forth in the 

enumerated p.nagotplis txlow. 
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(I) 	The Partio con'clude that Southern Company should be authorized to acquire the 

power to exercise substantial influence over the policies and actions of Elkton Gas pursuant to 

PUA § 6-105,.subject to each of the terms and conditions below. 

Direct  Customer Credits' 

(2) 	The Joint Applicants will provide direct custorner rate credits, funded from a 

$100,000 increase in the amount paid through Elkton Ges's asset management agreement, to 

Elkton Gas customers, payable over a two-year period ($50,000 of which will be credited to 

costoMers within 120 days of the c)osing of the Merger, and $50,000 of which will be credited co 

customers within one year thereaftcr).2  

Regulatory Cost Avoidimee Benefits 

• (3) 	The Joint Applicants will provide an additional direct customer tate ciedit to 

Elkton Gas customers within 120 days of tlie closing of the Merger, provided from funds 

available as a result of savings associated with the avoidance of further regulatory litigation 

costs, in the arnotmt of $100,000. 

' 	Direct Customer Benefits 

(4) 	Tbe Joint Applicants will perform an accelerated assessment of al! Aldyl-A pipe 

in the Elkton Gas system (estimated to cost $50,000) at no cost to Elkton Gas customers.3  

Direct Customer Credits and the Regulatory Cost Avoidance Senoras Old subject to o most favored nations 
("14F14") prevision set forth below. 

The Joint Applicants will amend Elkton (.las current asset manngenient agreement with Sequoia ko,ogy 
Monagerneut L.P. (AMA") In provide ii SiOU,000 Were Ise in the amount paid to Eikton Gas, and flowal 
through to courtiers. This increased payment shall be flowed through to customers without regard to existing 
revceue sharing provisions of thc AMA. 

Tho Elkton (las distribution system consists 4102 tuilcs of pipe, 71 miles of which is plastic pipe, of which 
48.7 miles is comprised of a material known iis A Idyl-A, This type of pipe is surveyed regularly along With ell 
other iyies of pipe in the Elkton (ins ilintribution :1;, stein, WIti to dam, chore has been no evidence of 
deteriornttim of this typo' Of pipe. At a projected cost of S50,000, die assess-meta will entail' (l) a dtorongh 
review of ii,a1r/bresk data on Aldyl.A pipe throughout the Elkton Dos distribution system, (2) a comparison of 
tha period of Matollation against industay reports far similarly aged Aldyl-A Mpo, and (3)a physical inspection 

2 
EAT112002051f 
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Rata Makin 	atici 

(5) 
	

Within 90 days of closing of the Merger, hlkton Gas will file ari annual financial 

report for the previous 12 mouth period, which shall include Elkton Gas's revenues and c3sts. 

The report will set forth a calculation of the earned return on rate base and return on equity for 

Eikton Gas, Elkton CittS wili thereafter file a financial report for tb.r. next 12 month perir.d within 

60 days of thnt 12 month period end. 

The Joint Applicaats will file a base rate case within two years of the eosing of 

Tri the event that transition costs (defined as cos(s incurred to aehieve synergy 

rivings related to the Merger) exceed synergy savings during the test year in 211cton ths's next 

bast rate me, :he Joint Applicants will forgo cost recovery of the transition costs that exceed 

synergy savings. 

(8) 	Elkton Gas will not seek recovery in its rates of: (0 any acquisition premium 

associated with the Merger, (11) any cost associated with goodwill arising from the Merger, or 

(iii) any transaction cost incu.-red in connection with the Merger. For purposes of this 

commitment, transaction costs are defined as: (1) consultant, investment banker, legal, and 

regulatory support fees; (2) change-in-control payments; (11) costs assochited with the 

sliarehokler meetings and a proxy statement related to the Mervr approval by AOL Resourca 

shareholders, and (4) costs ossneiatx1 with the imposition of conditions or approve: of settlement 

terrns in Merger proceedings in other state jurisdictions. 

()) 	AGL Resources and Elkton Ons will not issue debt or equity in connection 

or to fimd, the Merger. 

of Aklyi-A pipe by apropriate vmpling throughput the service arca Elkton Gas will nut seek deferral or 
iccovery o i these essassment costs from customers. 

3 
FiAsTtilltonsli 
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(10) For a period of two years following thc closing of the Merger, the amount of costs 

assessed to Elkton Gas for services provided by an affiliate will be no greater than it would have 

been had the Merger not occurred, regardless of whether such services are provided directly or 

indirectly by Southern Company Services, Inc., AGL Services Compahy, or shy other Southern 

Company affiliate. 

Sinnitirr Diversity luihnsieernen(s 

'([ 0 The Joint Applicants will increase the supplier diversity performance of Elkton 

Gas by increasing its Diverse Spend Ratio ("DSR"), es that term is defined in the May 29, 2009 

Elkton Gas Supplier DiversitY Memorandum of Understanding, by,a factor of 4 during the period 

2015 through 2017, as measured against Elkton Gas's 2014 DSR. The increase to be 

implernented by the end of 2017 will be at least 4 times Elkton Gas's 2014 DSR. The Joint 

Applicants will maintain the DSR at posh-merger levels going forward, and continue to aim to 

increase Elkton Gas DSR over thne to 25 percent. 

Istvestmenð CitigtucCMCnts 

(12) Joint Applicants will sustain Elkton Gas's current levels of community investment 

for at leust ton (10) years following the closing of the Merger. Community investment activities 

will continue to target charitable, workforce development, and economic development efforts in 

the Elkton Gas service arca benefitting Elkton Gas customers. Elkton Gas will not seek recovery 

in its rates of costs related to these community hwestment activities. 

Infrastructure Enhancements 

(13) Within 60 days of completion, Elkton Gas will provide to the Commission a COpy 

of the completed accelerated assessment study of t Aldyl-A piping (described in paragraph (4) 

of this Stipulation and Settleinent Agreement) within Elkton Gas's distribution system. This 

study will also include any other deficiencies identified in the courso of performing that 

4 
EA511:217t2o53.1 
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assessment timt relate to the other piping materials within Elkton eas's distribution syskm that 

could lead to unsafe conditions. 

(14) Within 60 days oi* completing the accelerated assesstnent, Elkton Ona will 

provide to the Commission a plan for remerhating any of the dr.ficiencies found with the. Aldyl-A 

and/or ,iny other piping materials discovered as a result of the assessment. 

(15) lakton Gas will cantinue to systematically ternediate systern knowledge 

deficiencies in acuuniance with estahlkhed progransa and precedures. 

:lot; 	howim, 

(16) lilldon (as will maintain a rolling 12-manth averae,e annual equity ratio of at 

tent 48 pereent. 

(17) Within 90 days of closing of the Merger and annually thereafter, Elkton Gus will 

resume filing a rng fencing mport pursuant to the Code of Maryland Regulations ("COMAE!) 

20 40.02.08. la addition, within 90 days of closing of the Merger, T.:3kton Gra will file a 'xis: 

allocation manual pursuant to COMAR 20.40.02.07. 

(18) The Joint Applieants wiU condnet an analytts of their operational and financial 

risk to determine the adequacy of their existing ring rencing 'measures, using the ring fencing 

conditions set fodh hi the Table LM.-20 matrix, excluding the first three (3) ring Rack,  g 

conditions contuined in that matrix. A e.%py ;.,f Table LM-20 matrix is attached hereto. 

(0) Lilktec Oas and its still:Ades, inciuding but not lintited to the Pivots; Utility 

Homing!, 11)4, rfunily, v,i.I1 comrly with She latexes and regulations applicable to Elkton Cis 

regarding affiliatr transactions. 

(21) Set:there Company kvill erotuptly icport to the Commission any chaege by at least 

two of the thrce majo: credit tating agencies of the rati4 a the senior tunetured lotig-te.rn 

' 	I • • rtv' 
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public debt securities issued by Southern company, ma. Resources, or Pivotal by providing the 

rating letter and reltcd explanatory note. 

Seeliri• 	rvliiiiil 	 , 

(21) For at least the first three years following thc closing of the Merger, the Joint 

Applicants will rnaintain current employment levels within the.Maryland workforce supporting 

Elkton Gas's operntions. 

Maintain Local Canaria i• NI:sultry 

(22) Elkton Gas will maintain its headquarters in Elkton, lvlaryland. 	• 

(23) Elkton Gas will retain its corporate name and fotm, and will continue to bc a 

division of Pivotal Utility Holdings, Inc. 

(24) AGL Resources will continue to have a separate board of outside directors for a 

minimum of five (5) years following the closing of the Merger. ' 

Most Favored Nation Provision 

(25) Within sixty (60) days after the Merger closes, the Joint Applicants will file with 

the Commission n, copy of the final Orders tuictior Settlement Stipulationi from the other 

jurisdictions from which it is seeking Merger approval (the Calitbrnia Public Utilities 

Commission, Georgia Public Service Commission, Illinois Commerce Commission, the New 

Jersey Board of Public Utilities, and the Virginia State Corporation Commission) following 

approval in each of those jtuisdictions, along with an analysis indicating tho total dollar amount 

uf any direct customer credit approved in each jurisdiction (including a calculation of that 

"thrown on a per distribution customer basis) and explaining the valuation of the direct ciistoincr 

credits awarded in that jurisdiction as compared tc the value of the benetits provided for in 

k.t.41112170:453 I 
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paragraphs (2) and (3) of this Stipulation and Settlement Agreement (calculated in each case or: a 

per-uistribution customer basis). 

11, on a per-di.stributicn custenter basis, tie direct citstomer credits provided to calumets 

in other jttrisdictiuns are materially ;nom beneficial in the P.ggegato than the terms of the 

Maryland Settlement, including the direct custumer credit.; spefified in Paragraphs (2) nal (3) 

above, then the Joint Applicants will be obligated to provide udditionnl direct customer cledi:s to 

INcton Ots's ctistomers equivalent L., such hortfall calculated on a per-distribution ensteraer 

basis. 

I nriltrrt moilii šang _Iv!..trtioTI and.  Reservattrons 

(26) The Privies further stipulate and agree that: 

Js 	the Joint Application, along with all testimony of Staff. OPC, and the Joint 

Amdicants filed in tnie proceedinw„ including any tesdmeny proffered in snpport of this 

Stipulation and Settlement Agreement, shall be nuidu a part uf the record, except as set forth in 

paragraph C., below; 

D. 	this Stipulation and Settlement Agreement is evressly conditioned upan 

the Commission's acceptance of all of its terms,lvithout change oc condition; 

C. 	this Stipula(ion and Settlement Agreement constitutes a fidl settlement of 

the Joint Application and resolves all issues and adjustments raisnd by the Joint Application, 

conteeted and unzontcstad. This. Stipnlation and Settlement Agreement mny only be medificd by 

a further written abreemect executed by all the perdu to this Agreentest; 

1). 	tills Stijulation and Settlement Agreemr.nt represents a compromise of 

divergent r.oc.itions cider to end Ntigt.tion, and shall not bc regarded as precedent with tespect 

to any future oase. Thu Parties agree tlr:t tue terms and conditions resultir.g from this 

P. • .r • "7:," ;13 ' 
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compromise and contained in this Stipulation and Settlement Agreement will result in Southern 

Company's acquisition of substantial influence over the policies and actions Of Elk-ton Gas being 

consistent with the public interest, convenience, and necessity, including benefits and no harm to 

consumers, in accordance with PUA § 6-10.5(g)(3)(i). The. Parties further agree that the 

resolution of the issues herein, taken us a whole, is in the public interest, convenience and 

neeessity; 

E. acceptance by the Cornmission of this Stipulation and Settlement 

Agreement shall not be deemed nor shall it constitute in any respect a determination by the 

Commission as to the merits of any of the contentions or allegations that might be made by any 

of the Parties to the Stipulation and Settlement Agreement in the absence of settlement; 

F. the discussions and negctiations which produced this.  Stipulation and 

Settlement Agreeme.nt have been conducted on the explicit understanding that all offers of 

settlement and discussions relating thcrcto are and shall be privileged and confidential, shall bc 

without prejudice to the position of any party or participant presenting any such offer or 

participating in any such discussions, and are not to be used in any mannbr in connection with 

this proceeding or otherwise; 

G. since this Stipulation and Settlement Agreement is conditioned upon 

Commission acceptance of its terms in their entirety, aa aibresnid, the Stipulation and Settlement 

Agreement shall be subniittcd to the Commission on the conditiou that, in the event the 

Conunission does not accept and approve it in its entirety, the Stipulation and Settlement 

Agreement shall he deemed withdrawn and void, end neither this Stipulation and Settlement 

Agreement, nor eny matters associated with its consideration by the Ctumnission, sfiall be 

considered or argued to be a waiver of the rights that any Party has for a decision in this tnatter. 

W1112 17C2033 I 

0000423 

141 



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

Staff RF1 2-17 (NEE) 
Page 142 of 263 

If the Commission does not uncor.ditionally approvc, this Stipulation and Settlement Agreement 

without modification:the Parties shall retain all procedural nod due process rights as fully as 

.hough this Stipultion aud Settlement it.grc.tment had nnt been prer.ented for approval, and arty 

memoranda, testimony, or exhibi(s that have been offeted or received in support of this 

Agreement shall become privileged as reflecting the substantive eontent of settlement discussion 

and shall be stricken from and nct be Considered as part of die administrative or evidentiary 

rect+rd before the Commission for any frrther purpose whatsoever, sad 

if the Commirsion unconditionally accepts the specific terno of this 

Stipolation and Settlement Agreement without modifiJation, the Parties 'waive their respective 

rights to: (I) appeal a proposed order of the Public litihty Law J-Age to the Cornmissiox, (.1) 

seek rehearing of a Commission order; end t 3) seek Judicial review of a Commission order. The 

Parties shall not take arty action before the Conuniasion or a Court in derogation of this 

Stipulation and Settlement Agreement. 

1. 	The terms and conditions set forth in this Stipulation and Settlement 

Agreement shell only be binding on the Parties upon approval by the Commission and upon 

consunuration of the Merger, which are express conditions precedent. 

J. 	the Parties may execute this Stipulation and Set:him-rut Agreement hi 

seperate counterparts, each of which, when so executed and delivered, shall constitute an 

original, hut all of vdiieh tcgether shall constitute one and the same hishurner.t. Ir. the event that 

any signature is Oeliiesed b)* facsimile transmission or by e-mail delivery of a ".pdf or other 

formatted -tam file, such signature shell be treated as an origiral and create a vslid and bindiag 

obligation oi the executing parr/. 

0000424 

142 



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

Staff RFI 2-17 (NEE) 
Page 143 of 263 

Respectfully submitted, 

Annette, 13. Cii.u74islo 
Peter A. Woolson 
Assistant Staff Counsel 
Staff of the Public Service Commission 

R.On—ald Herzfeld 
Assistant People's Counsel 
Maryland Office of People's Counsel 

J, Joseph Curran, 111 
Venable LLP 
Counsel for The Southern Company 

Corvine 13. CollinS 
DLA Piper LLP (US) 
Counsel for AGL Resources Inc, and Pivotal 
Utility Holdings, inc,, d/b/a Elkton Gas 

Pebruary 24, 2016 

10 
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Respectfully submitted, 

Annetta E. Garofalo 
Peter A. Woolson 
Ajsistahr &loll Comm.! 

•1:talTp1
,
914: Public Service c .1mu • stun 

unald-I leo-7.111d 
Assistant People's Counsel 
Maryland Office of People's Counsel 

J. Joseph Curran, In 
Venable LLP 
Counsel for The Sonthern Company 

Carvillo E. Collins 
DLA Piper LLP (US) 
Counsel for AGL Resources lne., and Pivotal 
Utility Holdings, inc., d/b/a Elkton Gas 

February 24, 2016 
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llespeethilly submitted, 

Annette B. Garofalo 
Potoi• A. Woolson 
Msistant Staff Counsel 
Staff of the Public Service Commiasion 

• Ronald I letzfel 
Assistant pporie's Counsel 
Mury1,41-Offiee of People's Counsel 

carvliieB, 
ELA Piper LLP (US) 
Counael for AUL Resoureu Inc. and Pivotal 
Utility Holdings, Ino., dtbia Elkton Gas 

February 24, 2016 
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P mpcetfully submitted, 

Annette B. Garofalo 
Ptter A. Woolson 
Assistant Staff Counsel 
Staff of the Pub; ic Service Commission 

Rcnald Herzfeld 
Ansistant People's Counsel 
Maryland Office of People's Co..mscl 

J. Joseph Curran, 111 
Womble LLP 
Counsel for The S-..uthern Company 

7.2 	• • 	

(01194-6-i 
Carville B. Cullhis 
DTA Piper LIP (US) 
Counsel for AM. Resources Inc. and Pivotal 

Utility Holdings, Inc., d/b/a Elktnn Gas 

7Ts'7;1 
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Agenda Date: 6/29/I6 
Agenda Item: 2E 

STATE OF NEW JERSEY 
Board of Public Utilities 

44 South Clinton Avenue, 3rd Floor, Suite 314 
Post Office Box 350 

Trenton, New Jersey 08625-0350 
weerv.ni.eov/boul  

ENERGY 

IN THE MATTER OF THE MERGER OF THE 
	

ORDER ADOPTING 
SOUTHERN COMPANY AND AGL RESOURCES, INC 

	
STIPULATION 

DOCKET NO. Gfv115101196 

Parties of Record: 

Stefanie A. Brand, Esq., Director, New Jersey Division of Rate Counsel 
Joseph Accardo, Jr„ Esq., Deputy General Counsel, Public Service Electric and Gas 
Company 
Steven Goldenberg, Esq., New Jersey Large Energy Users Coalition 
Kenneth T. Maloney, Esq., Attorney for Joint Petitioners AGL Resources Inc. and Pivotal Utility 
Holdings, Inc. d/b/a Elizabethtown Gas 
Stephen B. Genzer, Esq., Attomey for Joint Petitioners, The Southern Company and AMS 
Corp. 

BY THE BOARD: 

ay this Decision and Order, the New Jersey Board of Public Utilities ( Board') considers a 
stipulation executed by Southern Company (Southern Company), AGL Resources inc. (AGL 
Resources), AMS Corp. and Pivotal Utiity Holdings, Inc. (Pivotar) d/b/a Elizabethtown Gas 
(Elizabethtown) (collectively, the "Joint Petitioners), the New Jersey Division of Rate Counsel 
(Rate Counser), New Jersey Large Energy Users Coaftion (NJLEUD') and Board Staff 
("Stan (collectively, Parties"), which resolves the above-captioned matter. 

BACKGROUND 

On or about October 16, 2015, Me Joint Petitioners filed a Joint Petition for approval by the 
Board pursuant to N.J.S.A. 46:2-51.1 and NeLA C. 14:1-5.14(c), and related statutes and 
regulations, for a chang3 of control of Elizabethtown to be effectuated by the merger of AGL 
Resources with AMS Corp., a wholy-owned subsidiary of Southern Company (the "Mercer). 
Headquartered in Union County, NJ, Elizabethtown provides service to approximately 282,000 
customers and owns approximately 3,200 rniles of distribution pipeline and 22 miles of 
transmission pipeline. 
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The Merger will result In Southern Company becoming the parent of Elizabethtown and ten 
other regulated utilities serving over nine million custorners in nine states, including New Jersey, 
Alabama, Florida, Georgia, Illinois, Maryland, Mississippi, Tennessee, and Virginia. The Joint 
Petition asserts that the Merger will support a strong credit profile, and continue to provide 
Elizabethtown with the ability to invest in necessary capital and infrastructure to ensure the 
provision of safe, adequate and proper service to its New Jersey customers at just and 
reasonable rateS. Joint Petitioners argued that Elizabethtown's customers, and the State of 
New Jersey, will realize substantial tangible benefits from the Merger as a result of the Joint 
Petitioner& commitments to modify Elizabethtown's current Asset Management Agreement with 
Sequent Energy Management L.P. to provide an additional se million of credits to customers 
and to more than double Elizabethtown's current level of community support to $500,000 
annually. The Joint Petitioners also stated that they are making a number of significant 
commitments to employees and the State of New Jersey. 

ThiE PROPOSED TRANSACTION' 

Southern Company wilt acquire AGL Resources through a reverse triangular merger. 
Specifically, AGL Resources will merge with AMS Corp., with AGL Resources remaining as the 
surviving entity. AMS Corp. will cease to exist, and AGL Resources will become a direct, wholly-
owned subsidiary of Southern Company. Elizabethtown will remain an indirect, wholly-owned 
subsidiary of AGL Resources, with Southem Company as its ultimate parent. The transaction's 
enterprise value is approximately $12 billion. Under the terms of the Merger Agreement, 
Southern Company has agreed to pay $66 for each share of common stock of AGL Resources 
issued and outstanding on the closing date of the Merger — approximately 120,000,000 shares — 
for an aggregate purchase price of approximately $8 billion In cash. To finance this purchase, 
Southern Company plans to issue approximately $3 billion in new Southern Company equity 
between now and the end of 2019 and to issue approximately $5 billion in new debt at the 
Southern Company level. Neither AGL Resources nor Elizabethtown will issue debt or equity in 
connection with, or to fund, the Nlerger. Following the closing of the Merger, AGL Resources will 
no longer be a publicly traded company. In addition, Southern Company will assume the debt of 
AGL Resources at closing. 

PROCEDURAL HISTORY 

By Order dated December 16, 2015 the Board retained this matter for hearing, and designated 
Commissioner Dianne Solomon as the Presiding Officer with the authority ta establish and 
modify schedules, decide all motions, and otherwise control the conduct of this case, subject to 
Board ratification. Additionally, the December 16, 2015 Order set January 29, 2016 as the 
deadline for the filing of motions to intervene or participate in this matter. 

By Order dated January 29, 2016, Presiding Commissioner Solornon executed a Preheating 
Order establishing the Prehearing Schedule in this matter. 

Timely Molions to Intervene were made by NJLEUC on January 5, 2016 and PSE&G on 
January 27, 2016. .NJLEUC also made a Motion for Admission Fro Hao Vice on behalf of 
Paul Forshay. By correspondence dated February 8, 2016, the Joint Petitioners indicated 
they would not oppose NJLEUC's Motion to Intervene te the extent NJLEUC disclosed its 
members who are customers of Elizabethtown. By correspondence dated February 17, 
2016, NJLEUC identifted three members that it stated ware custdmers of Elizabethtown. 
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By Order dated February 29, 2016, the Motions to Intervene of NJLEUC and PSE&G and 
the Motion for Mmisslon Pro Ilac Vice were granted by Commissioner Solomon. 

Atter proper public notice, two public hearings were held in Flemington, New Jersey on 
February 22, 2016 at 4;30 P.M. and 5:30 P.M. and on February 24, 2016 In Union, New Jersey 
at 4:30 P.M. and 5:30 P.M. Commissioner Solomon presided over both public hearings. One 
member of the public appeared at the public hearing in Flemington. No members of the public 
appeared at the hearing in Union. 

The Joint Petition was supported by the Direct Testimony of three witnesses: Art P. Beattie 
and Mark S. Lantrip of Southern Company and Henry (Hank) P. Linginfelter of AGL 
Resources. On March 11, 2016, Rate Counsel submitted the Direct Testimony of six 
witnesses; Maxirnilian Chang, David E. Disrnukes, Matthew I. Kahal, Dante Ivlugrace, David E. 
Peterson and John A. Rosenkranz. On April 8, 2016, the Joint Petitioners submitted the 
Rebuttal Testimony af seven witnesses: Messrs. Beattie, Lantrip and Linginfeiter and Timothy 
S. Sherwood, Michael Morley, Robert B. Hevert and Joseph P. Katt. 

Extensive discovery was conducted and a number of settlement discussions were held. Joint 
Petitioners, Board Staff, Rate Counsel, and NJLEUC (collectively, the "Signatcry Parties) 
have come to an agreement executed on May 5, 2016 concerning all of the factual and legal 
issues arising in thts matter which is the subject of this Order. By letter dated May 5, 2016, 
PSE&G informed the Board that it had no objection to the Stipulation. 

STATUTORY STANDARD OF REVIEW AND POSITIVE BENEFITS TEST 

During the discovery process and the development of the Stipulation of Settlement, Staff utilized 
the principles embedded In the "positive benefits standard of review articulated In other merger 
cases (e.g., RWE/AIANV iPO, SBC Communications, Inc., and AT&T Corporation, AT&T and 
BellSouth Corporation, etc.). Per N.J.A.C. 14:1-5.14(c), positive benefits must result from the 
transaction in order for the Board to approve a merger. 

The Joint Petition was filed pursuant to RJ.Sit. 48:2-51.1 and N.J.AC. 14:1-5.14 describes 
various specific issues to be evaluated by the Board when considering a request to acquire or seek 
to acquire control of a public utility, directly or indirectly. In particular, this statute requires the 
Board to consider the effect of the proposed acquisition on: (1) competition; (2) the rates of 
ratepayers affected by the acquisition of control; (3) the employees of the affected public utility; and 
(4) the provision of safe and adequate utility service at just and reasonable rates. Specifically, 
N J.S.A. 48:2-51.1 provides that: 

No person shall acquire or seek to acquire control of a public utility 
directly or indirectly through the medium of an affiliated or parent 
corporation or organization, or tlirough the purchase of shares, the 
election of a board of directors, the acquisition of proxies to vote for 
the election of directors, or through any other manner, without 
requesting and receiving tl7e written approval of the Board of Public 
Utilities. Any agreement reached, or any other action taken, in 
violation of this act shall be void. In considerleg a request for 
approval of an acquisition of control, the Board shall evaluate the 
impact of the acquisition on competition, on the rates of ratepayers 
affected by the acquisition uf control, on the employees of the 
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affected public utility or utilities, and on the provision of safe and 
adequate utility service at Just and reasonable rates. The Board 
shall accompany its decision on a request for.  approval of an 
acquisition of control with a written report detailing the basis for its 
decision, including findings of fact and conclusions of law.. 

• Staff reviewed the specific impact areas identified in N.J S.A. 48:2-51.1 to structure the analysis, 
namely the impact of the merger on rates, employees, service quality and competition, as well as 
positive benefits associated with the transaction. 

THE STIPULATION 

The Parties reviewed the Petition, responses to discovery and have conducted discussions in an 
effort to reach a proposed settlement of all issues. The Parties have agreed to reasonably, fully and 
finally resolve all factual and legal issues in this matter by way of the Stipulation. The terms of the 
stipulation are set forth below: 

The Stipulated Record 

For the sole pilrposo of providing the Board 'with a record' supporting the Stipulation, the 
Signatory Parties stipulated Into the record the Direct and Rebuttal Testimony, but they did not 
stipulate to the relevance or materiality of the testimonies, nor 'did they stipulate to the 
assertions or arguments made therein. Thus, the stipulated record is as follows: 

1. The Direct Testimony filed on behalf of Joint Petitioners, dated October 13, 2015, o0 
Messrs. Beattie, Lantrlp, and Linginfelter, 

2. The Direct Testimony filed on behalf of Rate Counsel, dated March 11, 2016, of 
Messrs. Chang, Dismukes, Kahal, Mugrace, Peterson and Rosenkranz; and 

3. The Rebuttal Testimony filed on behalf of the Joint Petitioners, dated April 8, 2010, of 
Messrs. Beattie, Lantrip, Lingirifelter, Sherwood, Morley, Hevert and Kelt. 

Elizabethtown's Rates  

1. After consummation •of the Merger, Southern Company .will enable Elizabethtown to 
provkle direct rate credits to all its customers totaling $17.5 million. The Signatory 
Parties recommend that the Board determine that these rate credits should be 
distributed as direct per customer credits to all of Elizabethtown's current customers 
served under Service Classifications RDS, SGS, GDS, LVD, EGF, GIS, CS1, IS, CS, 
FTS and ITS within sixty (60) days of ths closing of the Merger. The Signatory Parties 
agree 'that the credits should be allocated among Elizabethtown's custorner classes 
based on the base rate revenues reflected in the rates that resulted from 
Elizabethtown's most recent base rate proceeding, in BPU Docket No. GR09030195; 

2. Elizabethtown will file its next base rate C2S8 no later than September 1, 2018 
(hereinafter ''the 2016 Rate Case) in accordance with the Board's Order in Docket No. 
G012070093; 

1  Although described In this Order at some length, should there be any conflict between this summary and 
the Stipulation, tile terms of the Stipulation control, subject to the findings and conclusions in this Order, 
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3. Eizabethtown will file a further base rate case (hereinafter "the 2020 Rate Case") no 
later than three years after the completion of the 2016 Rate Case; 

4. Any net savings realized by Elizabethtown through the Merger integration process will 
be flowed through to Elizabethtown's customers through the normal base rate case 
process; 

5. in future rate proceedings, to ensure that Elizabethtown's customers will only pay costs 
to achieve to the extent that there are offsetting synergy savings, Elizabethtown will net 
the total costs incurred to achieve synergy savings against the resulting total synergy 
savings, and may recover those costs to achieve only up to the arnourt of the total 
synergy savings generated. As part of its 2020 Rate Case filing, Elizabethtown will Me 
a comprehensive study identifying the Merger costs to acteeve incurred by 
Elizabethtown and any Merger savings realized by Elizabethtown as a result of the 
Merger; 

6. Elizabethtown will not seek recovery In rates of (a) any acquisition premium associated 
with the Merger, (b) any costs associated with goodwill arising from the Merger, (c) any 
severance and retention payments associated with executive change of control 
agreements and any financing or transaction costs Incurred In connection with the 
Merger. For purposes of this Stipulation, transaction costs are defined as (a) 
consultant, investment banker, legal and regulatory support fees (internal as well as 
external). and printing and similar expenses, (b) change in control payments, (c) costs 
associated with the shareholder meetings and a proxy statement related to the Merger 
approved by AGL Resources shareholder% (d) costs associated with the imposition of 
conditions or approval of settlement terms in merger proceedings in other state 
jurisdictions, and (e) any financing costs related to the rate credit to be provided to 
Ellzabethtown's customers under Section 3.A(I) of this Stipulation; 

7. In its 2016 and 2020 Rate Cases, Eiizabethtown will impute AGL Resource& capital 
structure (exclusive of goodwill aesociated with the Merger) for ratemaking purposes 
and will provide Southern Companys then-consolidated capital structure as well as the 
stand-alone capital structure of AGL Resources (exclusive of eoodwill). Staff, Rate 
Counsel and all other parties to tha rate case retain all rights to challenge the 
reasonableness of the use of any capital structure submitted by Elizabethtown for 
ratemaking purposes in any futere proceedings and to propose alternatives to any 
capital structure submitted by Elizabethtown; 

Elizabethtown will not include any common equity or debt associated with eocdwill 
(including Merger-related goodwill on AGL Resources' balance sheet) in 
Elizabethtown's ratemakIng capital structure; 

9. Elizabethtown will not be permitted to recover in its Board-authorized rate of return on 
equity a risk premium pertaining to the husiness and financial risks associated with 
Southern Company's regulated or unregulated generation supply operations; 

10. For a period cf five (5) years following the establishment of a basiline level of costs in 
the 2016 Rate Case as discussed more fully below, the amount of costs assessed to 
Elizabethtown for services provided by an affiliate shall be no greater than it would 
have been had the Merger not occurred, regardless of whether such services are 
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provided directly or indirectly by Southern Company Services, inc. (Ten AGL 
Services 'Company, Inc. ("AGSC") or any other Southern Company affiliate. 
Elizabethtown will propose an annual level of allocated AGSC costs that will serve as a 
baseline for the five-year commitment in Elizabethtown's 2016 Rate Case; 

11. In the 2016 Rate Case, Elizabethtown shall use the lower of the baseline level of 
allocated AGSC costs or Its actual normalized allocated affiliate costs for ratemaking 
purposes. Notwithstanding this condition, the parties to the 2016 Rate Case retain all 
of their rights to challenge Elizabethtown's proposed baseline level of costs and the 
level of service company costs to be reflected in Elizabethtown's rates and to propose 
alternatives to the baseline level of costs proposed by Elizabethtown; and 

12. In any other rate 'proceeding commenced during the five-year commitment period 
following the establishment of the baseline level of allocated AGSC costs in the 2016 
Rate Case, Elizabethtown will have the burden to demonstrate that its servlce 
company costs are no higher than they would have been in the absence of the Merger 
for the services for which Elizabethtown may seek' cost recovery in such future rate 
proceedings. The baseline level of allocated AGSC costs established in the 2016 Rate 
Case will not be treated as a hard cap on Elizabethtown's recoverable service 
company costs but will be reviewed as evidence of whether Elizabethtown has met the 
burden established in this Stipulation. The parties to such future rate proceedIngeshall 
have full rights to challenge any service company costs allocated to Elizabethtown. 

Employees 

1. For the firšt five (5) Years following the closing of the Merger, Southern Company, 
SCS, AGL Resources. AGSC and Elizabethtown, together, will maintain a minimum of 
300 employees in New Jersey supporting Elizabethtown's operations. Thls number 
shall include management and compliance, field operations, corporate support, 
regulatory support, call center and other customer service positions. Elizabethtown 
will submit an annual report to Board Staff and Rate Counsel setting forth the number 
of employees by position and function with a baseline report to be filed within sixty (60) 
days of Merger closing and updates on the annual anniversary of that date; 

2. Any additional employees necessary due to ' the implementatton of any future 
infrastructure enhancement program will be In addition to the 300 employee minimum 
and will not be used to offset any non-attrition/retirement related fluctuations in the 
employment level required to be retained in New Jersey as set forth in this Stipulation; 

3. Southern Company will honor all of AGL Resources and Elizabethtown's existing 
collective bargaining agreements in effect at the time of the closing of the Merger; 

4. Southern Company will assume AGL Resources obligations or cause AGL Resources 
to continue to meet Its obligations to Ellzabethtown's employees and retirees with 
respect to pension benefits; and 

5. AGL Resources and Elizabethtown shall continue to mainfain core management 
teams in place following the completion of the Merger for five (5) years that are fully 
capable of managing Elizabethtown's field Operations, compliance, corporate support, 
regulatory support, call center and other customer service functions. Management 
positions responsible for ensuring the safe and reliable operation of Elizabethtown will 
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remain in New Jersey and New Jersey management shall maintain authority to make 
decisions on how best to serve Efizabethtown's operational needs while continuing to 
report to AGL Resources Distribution Operations. Elizabethtown will provide an 
annual report to the Board Identifying all changes in core management personnel for 
the first five (5) years following the Merger with a baseline report to be filed within 60 
days of Merger closing with annual updates due on the anniversary of that date. 

Service 

1. Elizabethtown's operations centers, call centers, walk-in payment centers and 
headquarters will be maintained for at least five (5) years following the Merger. Any 
future relocation of walk-In payment centers, the call center or headquarters must be 
approved Iry advance by the Board. Future relocations of operations centers within the 
service territory will not require Board approval but will require sixty (60) days advence 
notice to the Board Secretary. Relocation of operations centers outside the service 
territory will require prior Board approval; 

2. Southern Ccmpany will provide Elizabethtown with the resources necessary to invest 
in capital and Infrastructure projects to help ensure that Elizabethtown may continue to 
p‘ovide safe, reliable and adequate utllity nervice; 

3. Elizabethtown will conduct a root cause analysis to determine the ceuse of longer leak 
response times on nights and weekends and provide the results of that analysis to the 
Board, Staff and Rate Counsel within ninety (90) dap of the Merger, along with a 
proposed plan to improve that metric; 

4. Elizabethtown will nonduct an analysis of the reasons for the level of customer 
complaints to the Board per year and will, within six months of closing of the Merger, 
develop and submit a proposed plan to improve its customer service processes where 
appropriate. This plan will be submitted to the Board, Staff and Rate Counsel.  and 

• 5. Elizabethtown will maintain its current level of community support contributions of 
$190,000 per year for a period of five (5) years following the closing of the Merger. 
Community support projects could include charitable, workforce development and 
economic development efforts. 

Affiliate Retatlenships 

1. Elizabethtown and its affiliates including, but nut limited to, the Pivotal family, will 
cornply with all Naw Jersey and federal statutes and regulations end Board orders 
applicable to Elizabethtown regarding affiliate transactions; 

2. For informational purposes, Elizabethtown 3hait submit to the Board, Staff and Pate 
Counsel, copies of any service agreement between SCS and AGSC or the SCS Cost 
Allocation Manual, along with examples of expected allocations, within thirty (o) days 
after such agreement becomes applicable to any costs allocated to Elzabethtown. 
Elizabethtown shall further subniit to the Board, Staff and Rate Counsel notice of any 
changes to any service agreement between SCS and AGSC or the SCS Cost 
Allocation Manual, along with examples of expected allocations, within thirty (30) days 
of any such modifications; 
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3. For the remaining term of the current asset management agreement ("AMA') between 
Sequent Energy Management LP. ("Sequent") and Elizabethtown, which , expires 
March 31, 2019, AGL Resources will continue to conduct an annual internal audit that 
examines whether Sequent Is treating Elizabethtown in a non-discriminatory manner in.  
relation to all other Sequent asset management arrangements. For the remaining term 
of the AMA and beginning with the audit conducted for the contract year beginning 
April 1, 2016, one focus of the audit will• be an examination of whether Sequent's 
transactions with Southern Company affiliates under the AMA, if anY, have been • 
appropriately priced in a manner consistent with the terms of the AMA. To the extent 
that an Individual counterparty may be Identified In a direct transaction, AGL Resources 
will provide a description of each affiliate transaction with a Southern Company affiliate 
that takes place under the AMA. Each year, Ellzabethtown will submit a copy of the 
completed annual audit to Staff and Rate Counsel on a confidential basis; 

, 	. 
4, Elizabethtown wilf submit a filing describing in detail and documenting its plans for 

providing gas supply and capacity management services following the expiration of its 
current AMA with Sequent no later than October 1, 2017, Staff, Rate Counsel and all 
other parties retain all rights to take any position with respect to the proposal made by 
Elizabethtown In such filing; 

5. If during the term of the current Elizabethtown/Sequent AMA, Sequent enters Into ally 
contracts to provide asset management services to any Southem Company affiliate 
that provides electric generation service, AGI.. Resources will provide to Staff and Rate 
Counsel, on a confidential basis, quarterly reports of .Sequenrs asset management 
activities on behalf of any Southern Company affiliate .similar to the quarterly reports 
provided by Elizabethtown concerning its AMA with Sequent; 

6. In the event that Southem Company or any of its affiliates purchases or constructs a 
natural gas-fired generation plant within the PJM regional transmission organization 
after the closIng of the Merger, Southem Company will provide the Board, Staff and 
Rate Counsel with a quarterly report containIng transportation and delivery information 
for each such plant. Elizabethtown wIll not charge distribution ratis, or offer terms and 
conditions of service, to a Southern Company-affiliated generating plant constructed 
within PJM that are not made available on a non-discriminatory basis to similarly 
sluated non-affiliated generators that are customers of Elizabothtom, 

Ring Fencing and Financial Protections  

1. Following the closing of the Merger, AGL Resources will have a separate board of 
outside directors for a minimum of five (5) years, and Elizabethtown will maintain its 
corporate name and fonn. Elizabethtown will continue to be a division of Pivotal and 
Elizabethtown and Pivotal wilt continue to provide separately audited financial 
statements to the Board; 

2. AGL Resources and Elizabethtown will not issue debt or equity in connection with the 
Merger; 

• 
3. AGL Resources Will be a first tier subsidiary of Southem Company. Further, AGL 

Resources will continue to serve as' the capital supply source for long-term and short-
term debt and equity for Elizabethtown post-merger; 
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4. In the event that any of the three major credit rating agencies downgrade the corporate 
or issuer credit ratings or the senior unsecured debt rating for the long-terrn public debt 
securities issued by Southam Company, AGL Resources, AGL Capital Corporation or 
Pivotal, Elizabethtown will provide the Board, Staff and Rate Counsel with a copy of the 
ratings letter and related explanatory note within fifteen (15) days of receipt of notice of 
such downgrade; 

5. Within one year of the closing of the Merger, Southern Company, AGL Resources and 
Elizabethtown will conduct an analyels of their operational and financial rinks to 
determine the adequacy of their ring fencing measures. This analysis will be 
conducted in the same manner required by the Maryland Public Service Commission in 
its order approving the Merger. See Attachment A. This analysis will be submitted to 
the Board, Staff and Rote Counsel along with recommendations for correcting any 
deficiericies identified in the analysis; 

R. If AGL. Resources senior unsecured debt rating falls below investment grade (below 
bBB- by Standard and Pooes or Fitch or Bae3 by Moodys), then AGL Resources shall 
cease paying dividends to Southern Company until such time as an investment grade 
rating is restored; and 

7. Southern Company and AGLR wig make available to the Board any public disclosures 
of material information that they are required to make pursuant to the SEC's FD 
Regulation. 

DISCUSSIOH AHD FINDINGS  

The Board, having reviewed the Petition, the Stipulation and the entire record, FlelDe that the 
proposed acquisleon by Southern Company of AGL Resources, PHI and Elizabethtown Gas 
Company satisfies N.J.S.A. 48:2-51.1 and N.J.A.C. 14:1-5.14(c). and provides a net benefit to 
Elizabethtown custemers and to New Jersey. 

A. Comeetleon: The change In control will not adversely impact competition in atm Jersey 
because Elizabethtown will continue to operate In Its culent franchise territory under the 
same market condition which currently exists subject to the continuing jurisdiction of the 
Board. The Antitrust Division of the U.S. Department of Justice has completed its review 
of the transaction and closed its investigation withcut imposing conditions requiring 
mitigation. In addition, AGL Resources will continue to conduct en internal audit that 
examines whether Sequent is treating Elizabethtown in a non-cescriminatory manner In 
relation to other Sequent asset management agreements. 

B. Cuetomer Rates: The Transaction will have a positive impact on rates as customers wel 
receive $17.5 million in direct rata credits, will be shielded front any pass-through of 
acquisition premiums, transactions costa or goodwill, and will receive protections in 
future rate case so that costs to achieve savings mey not exceed allocated merger 
savings in rates. The StIptilation also provides protections with regard to the ealculatIon 
of Service Company charges so that costs to Elizabethtown customers in 2016 and 2020 
postenerger rate cases will not exceed Service Company charges had the merger not 
occurred. 

C. Employees: Southern Company, SCS, AGL Resources, AGSC and Elizabethtown 
together have committed to maintaining a minimum of 300 employees (lhe approximate 
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number of cilirrent employees) in New Jersey for five years following merger closing and 
Elizabethtown will submit reports to the Board annually detailing the number of 
employees by position and function. Employees in support of any future infrastructure 
enhancement programs will be in addition to the 300 employee commitment and 
Elizabethtown will maintain core management teams now in place for five years post-
merger. Southem Company will honor all collective bargaining agreements, continue to 
meet obligations to employees and retirees and maintain a management team 'in New 
Jersey 

D. Provision of Safe and Adequate Service: Elizabethtown wilicontinue to provide safe, 
adequate and reliable, high-quality service and fulfill all of Its obligations under New 
Jersey law, subject to the continued jurisdiction of the Board. Additionally, rnanagement 
positions responsible for ensuring the safe and reliable operation 'of Elizabethtown will 
remain In New Jersey and will maintain authority to make appropriate operational 
decisions. 	Elizabethtown's operations, call and walk-In payment centers and 
headquarters will be maintained for at least five years post-merger. Specifically, 
Elizabethtown's core management teams will stay in place for at least five years, which 
are fully capable of managing Elizabethtown's field operations, compliance, regulatory 
support and other customer service obligations. Southem Company will provide 
Elizabethtown with the resources necessary to Invest in capital and infrastructure 
projects and Elizabethtown will take actions to remedy certain long leak-response tirnes 
in parts of its territory as well as taking action to reduce the level of customer complaints. 

With.  regard to positive net benefit, the $17.5 million dollar direct rate credit and the employment 
commitments that extend five years constitute a net positive benefit for Elizabethtown 
ratepayers and New Jersey. Ratepayers will receive $17.5 million in synergy savings via a credit 
to bills which is a real financial benefit to ratepayers which would not occur absent the merger. 
Southern Cornpany agreed to maintain employment at levels sriecified in the stipulation and 
committed to maintain core management to assure continued maintenance of safe, adequate 
and proper service. Southern Company agreed that Staff would become an Interested party' 
for SEC disclosure purposes which assure that Staff would be informed concurrently with the 
SEC, investment professionals, etc. about material events so that appropriate and timely action 
can be taken. Further, the stipulation contains various ring-fencing and other measures 
including restrictions on dividend payments to assure the continuing financial integrity of the 
ut lity. 

The Board HEREBY APPROVES the propoced acquisition of AGL Resources and 
Elizabethtown by Southern Company. Having considered the magnitude of the transaction, the 
Board HEREBY FINDS that the proposed acquisition Is in the public interest subject to the 
following conditions: 

1. This Order is based upon the specific and particular facts of this transaction and shall 
not have precedential value in future transactions that may come before the Board and 
shall not be relied on as such. 

2 This Order shall not kect or in any way limit the exercise of the authority of the Board, 
or of the State, in any future petition, or in any proceeding with respect to rates, 
franchises, service, financing; accounting, capitalization, depreciation or in any matters 
affecting Elizabethtown. 
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3. Within thirty (30) days of the date of the closing of this transaction, the Jant Petitioners 
shall Ale with the Board proof of the closing, net transaction costs, and final journal 
entries along with a detailed calculation, including selling expenses of the sale. 

4. Consummation of the proposed Merger must take place no later than December 31, 
2018 unless other.vise extended by the Board. 

The Board HEREJ3Y RATIFIES the decisions of Commissioner Solomon rendered during the 
proceedings for the reasona stated in her Orders. 

The Crder shall be effec.tiye on June 29, 2016. 

DATED: 6fri l ih  

twitter aimpy that the wIthlts 
',:eosatettt ha true copy at th • v. winal 

!....relerrai of the Board of P.Itetc ittoo. 

01. 
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Geoffrey Gersten, Esq. 
Department of Law & Public Safety 
Division of Law 
124 Halsey Street 
Post Office Box 45029 
Newark, NJ 07101-45029 
geoffreysiersten@dol.los,state.aus 

Caroline Vachier, Esq. 
Department of Law & Public Safety 
Division of Law 
124 Halsey Street 
Post Office Box 45029 
Newark, NJ 07101-45029 
carotine.vachlerAdoLlos,state.ni us  

RATE COUNSEL 

Stefanie A. Brand, Esq., Director 
Division of Rate Counsel 
140 East Front Street, 41h  Floor 
Post Office Box 003 
Trenton, NJ 08625-0003 
sbrandArna.state.nLus  
prnassoiaroa.state,ni,us  

Irene Kim Asbury, Esq. 
Secretary of the Board 
Board of Pubfic Utilities 
44 South Clinton Avenue, 3rd  Floor, Suite 314 
Post Office Box 350 
Trenton, NJ 08625-0350 
Irene,Asbutvebou.a cloy 
Paul Flanagan, Esq. 
Executive Director • 
Board of Public Utilities 
44 South Clinton Aver,ue, 3 Floor, Suite 314 
Post Office Box 350 
Trenton, NJ 08625-0350 
paulitanaoanebou.ntoov 

Cynthia E. Covie, Esq., Chief Counsel 
Counsel's Office 
Board of Public Utilities 
44 South Clinton Avenue, 31°  Floor, Suite 314 
Post Office Box 350 
Trenton, NJ 08625-0350 
Cvnthia.CovleAbou.ni   

Heather L. Weisband, Esq.. 
Legal Specialist 
Counsers Office 
Board of Public Utilities 
44 South Clinton Avenue, 3'd  Floor, Silas 314 
Post Office Box 350 
Trenton, NJ 08625-0350 
Hecther.weisband@bpu.nJ.gov  

Jake Gertsman, Esq. 
Legal Specialist 
Counsel's Office 
Board of Public Utilities 
44 South Clinton Avenue, 34  Floor, Suite 314 
Post Office Box 350 
Trenton, NJ 08625-0350 
Jake.Gertaman@bou.ni.00v 
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Brian O. Lipman, Litigotion Manager 
Division of Rate Counsel 
140 East Front Street, e Fluor 
Post Office Box 003 
Trenton, NJ 08625-0003 
bilomen Oroa.state.nl.us   

Jerome May, Director 
Civision of Energy 
Board of Public Utilities 
44 South Clinton Avenue, 
Post Office Box 350 
Trenton, NJ 08625-0350 
kmme.mavAbou.ni.gov  

yd Floor, Suite 314 

Sarah Steindel 
Msistant Deputy Rate Counsel 
Division of Rata Counsel 
140 East Front Street, 4°  Floor 
Post Office Box 003 
Trenton, NJ 08625-0003 
ssteindearoa.state.ni.us  

Henry Ogden 
Assistant Deputy Rate Counsel 
Division of Rate Counsel 
140 East Front Street, e Floor 
Post Office Box 003 
Trenton, NJ 05625-0003 
ho od enVroa.state. ni.us  

Kurt Lewandowski 
Assistant Deputy Rate Counsel 
Division of Rote Counsel 
140 East Front Street, 4d1 Floor 
Post Office Box 003 
Trenton, NJ 08525-0003 
idewandoaroa.state,ni,us  

Maura Caroselli 
Assistant Deputy Rate Counsel 
Division of Rate Counsel 
140 East Front Street, 4d1 Floor 
Post Office Box 003 
Trenton, NJ 08625-0003 
mcarosellieroa otate,ni.1 is 

Christine Juarez 
Assistant Deputy Rate Counsel 
Division of Rate Counsel 
140 East Front Street, 4'11  Floor 
Post Office Box 003 
Trenton, NJ 08525-0003 
civarezarpa.state.nf.t is  

Jacqueline Galka 
Division of Energy 
Board of Public Utilities 
44 South Clinton Avenue, 3'd  Floor, Suite 314 
Post Office Box 350 
T'ienton, NJ 08825-0350 
Jacauoline.GalkaAbnu,ni.gov  

'Robert Schultheis, Chief 
Division of Energy 
Board of Public Utilities 
44 South Clinton Avenue, 3'd  Floor, Suite 314 
Post Office Box 350 
Trenton, NJ 08625-0350 
robert.schultheisMou.ni,00v 

Jackie O'Grady 
Office of the Economist 
Board of Public Utilities 
44 South Clinton Avenue, 3'd  Floor, Suite 314 
Post Office Box 350 
Trenton, NJ 03625-0350 
Jackle.oeradybou.ni.gov  

Mark Beyer, Director 
Office of the Economist 
Board of Public Utilities 
44 South Clinton Avenue, 311  Floor, Suite 314 
Post Office Box 350 
Trenton, NJ 08625-0350 
Mark.Beverfalbou.ni.nov 

SYNAPSE ENERGY ECONOMICS, INC. 

John Rosenkranz 
Cynapse Energy Economics, Inc.. 
485 Massachusetts Avenue, Suite 2 
Cambridge, MA 02139 
PowekranzAverizon.ret 
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Felicia Thomas-Friel, Esq. 
Deputy Rate Counsel 
• Division of Rate Counsel 
140 East Front Street, 411' Floor 
Post Office Box 003 
Trenton, NJ 08625-0003 
fthomase.roa.state.nkus 

PCMG AND ASSOCIATES LLC 

Karl Pavlovic 
PCMG and Associates LLC 
22 Brookes Avenue • 
Gaithersburg, MD 20877 
keavlovicaocmgreecon,corn 

Dante Mugrace 
PCMG and Associates, LLC 
90 Moonlight Court 
Toms River, NJ 08753 
muerace(pcmgreacon,corn 

EXETER ASSOCIATES, INC. 

Matthew 1. Kahal 
Exeter Associates, Inc. 
10480 Little Patuxent Parkway 
Suite 300 
Columbia, MD 21044 
mkahaleDexeteressociates.com  

CHESAPEAKE REGULATORY 
CONSULTANTS 

David Peterson 
Chesapeake Regulatory Consultants 
10351 Southern Maryland Boulevard 
Suite 202 
Dunkirk, MD 26754-9500 
davep@chesaneake.net  

ELIZABETHTOWN GAS 

Mary Patricia Keefe, Esq. 
Elizabethtown Gas 
520 Green Lane 
Union, NJ 07083 
pkeefefaaqlresources.ckm  

Max Chang 
Synapse Energy Economics, Inc. 
485 Massachusetts Avenue, Suite 2 
Cambridge, MA 02139 
mchanqsynause-enerov.corn 

ACADIAN CONSULTING GROUP 

Dismukes, Ph.D. 
Acadian Consulting Group 
5800 One Perkins Place Drive, Suite 5-F 
Baton Rouge, LA 70808 
daviddismukesaacadlanconsultine.com  

Edward McGee 
Acadian Consulting Group 
5800 One Perkins Drive, Suite 5-F 
Baton Rouge, LA 70808 
edmceeeacadlanconsulting.com  

CULLEN AND DYKMAN 

Deborah Franco, Esq. 
Cullen and Dykman 
Garden City Center 
100 Quentin Roosevelt Blvd. 
Garden City, NY 11530 
DFrancoAcullananddvkman.corn 

Kenneth T. Maloney, Esq. 
Cullen and Dykman 
1101 14'n  Street, NW, Suite 550 
Washington, DC 20005 
kmaloneyacullenanddykman.com  

SAUL EWING LLP 

Stephen B. Genzer, Esq, 
Saul Ewing LLP 
One Rival-front Plaza, Suite 1520 
Newark, NJ 07102 
sgenzerrasaulcom  

Courtney Schultz 
Saul Ewing LLP 
Centre Square West, 3e Floor 
1500 Market Street 
Philadelphia, PA 19102 
cschultzOsaulcom 
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New Jamey Large Energy Users 
Coalition ("NJLEUC"): 

Sloven S. Goldenberg, Esq. 
Fox Rothschild, LLP 
997 Lenox Drive, Bldg. 3 
Lawrenceville. NJ 08648 
(609) 896-3600 
(609) 896-1469 (fax) 
sar4enberaAfoyrothschild.com   

Public Service Electric And Gas Company 

Joseph F. Accardo, Jr. 
DepLty General Counsel 
Martin C. Rothfelder, Esq. 
PublIc Service Electric and Gas Company 
80 Park Plaza, T-5 
Newark. New Jersey 07102 
Jeseoh,accerdoftaeo.com  

Colleen A. Foley, Esq. 
Saul Ewing LLP 
One Riverfront Plaza, Suite 1620 
Newark, NJ 07102 
cfolevelsaul.com   
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MAY  

47-5 	 DRIGINAL 
41) CUILENañdDYKMANui  

DEBoRAII M. FRANCO, ESQ. 
Taw PAZIINER 
Outacrptat.:M6.3574878 
DfRICTFAX:516-3S7-3792 
ormicadomempAy6..msay. 

May 5, 2016 

VIA ELECTRONIC MAIL AND FEDERAL EXPRESS 

Honorable Irene Kim Asbury 
Secretary 
New Jersey 13oard of Public Utilities 
44 South Clinton Avenue, 3rd floor, Suite 314 
P.O. Box 350 
Trenton, New Jersey 08625-0350 

Carden City Center 
1.00 Quentin Roosevelt Boulevard 
Carden City, New York 11530-4850 

RECEIVE]) 

MAY 0 6 2016 

BOARD OF PUBLIC UrILITIES 
MAIL ROOM 

Re: 	In The Matter Of The Merger Of The Southern Company And 
AGL Resources, Inc. 
BPES Docket No. GM15101196 

Dear Secretary Asbury: 

Enclosed for filing in the above proceeding are an original and ten copies of a Stipulation 
of Settlernent executed by representatives of The Southern Coinpany, AGL Resources Inc., 
Pivotal Utility Holdings, Inc. d/b/a Elizabethtown Gas, the Staff of thc New Jetsey Board of Public 
Utilities, the New Jersey Division of Rate Counsel and the New Jersey Large Energy Users 
Coalition (together, the "Signatory Parties"). It is our understanding that the Stipulation is not 
opposed by any party to this proceeding. The Stipulation resolves all issues in this proceeding. 

The Signatory Parties respectftilly request that the Board consider and approve the 
Stipulation at its regularly scheduled public agenda meeting on Wednesday, June 29, 2016. 

Please contact the undersigned if you have questions or require further information. 
Thank you. 

cc: Service List / 

Respectfully submitted, 

/s/ 0.6drezeje,..71ormno 
Deborah M. Franco 
Or Counsel to 
AGL Resources Inc. and Pivotal Utility Holdings, 
Inc. d/b/a Elizabethtown Gas. 

163 



SOAII Dkt. No..173-17-1172 
RIC Docket No. 46238 

Staff RFI 2-17 (NEE) 
Page 164 of 263 

IN TBE MATTER OF THE MERGER OF 
THE SOUTHERN COMPANY AND AGL RESOURCES TNC. 

EPU Docket No. GM15101196 
Service List 

Mnry Patricia Keefe, Esq. 
Elizabethtown Gus 
520 Green rAlne 
Union, NJ 07083 
tkeefe@ordresournmeorn 

Erica McUill, Esq. 
AGL Resources 
Ten Peachtree Place 
Atlantis, OA 30309 
emcgilleartiresources.corn 

Elizabeth Wade 
AGL Resources 
Tu. l'iolatree Place 
Atlanta, GA 30309 
modeci1tialresoureas.cont 

Noncy Bruchrr 
Nleor Gas Company 
1844 Perry Road 
Naperville, IL 60553 
ntiruchefOogliesource.4 com 

Christopher Dcmko 
The Southern Compaq 
10 Ivon Allen Ir. Blvd , NW 
Atlanta, GA 30308 
cl_gisalsokEsouthenreo.com  

Irene Kim Asbury, •Secretary 
Board of Public Utilities 
44 Sonth Clinton Avenue 
3rd Flcor, Suite 314 
P O. Box 350 
Trenton, NJ 07826-0350 

y.g szv1bpu.stute.pj  

Alice Bator 
Board of Public Utilities 
44 South Clinton Avenue 
3r1 Floor, Saito 314 
P.O. Box 350 
Trenton, NJ 07826-0350 
Alice.Batcrfijbpu.staterij.tvi  

Jacqueline (ialks 
Division of Energy 
Board of Public Utilities 
44 South Clinton Av.nue 
3rd Floor, :;tiite 314 
P.O. Box 350 
Trenton, NJ 07826-9350 
jouneline.Cia11,4bpu.state pi  

Robert Schultheis, Chief 
Division of Energy 
Board of Public Utilities 
44 Smith Clinton Avenue 
3rd Floor, Suite 314 
Post Office Box 350 
Trenton, NI 08625-0350 
cobart.sehultbfnrabou,stitte.oiat 

Jerome Moy, Director 
Dlvksion of Energy 
Board of Public Utilities 
44 South Clinton Avenue 
3n1 Floor, Suite 114 
P.O. Box 350 
Trenton, NJ 07826-0350 
jernme.Mayqkat state nj.ns 

Cynthia Covio 
Board of Public Utilities 
44 South Clinton Avenue 
3rd Floor, Su'ie 314 
P.O. Box 350 
Trenton, NJ 07826-0350 
gvothia Coviavu,strtemi ug 

Paul Flanagan 
Band of Palle Utilšties 
44 South Clinton Avenue 
3rd Floor, 'lune 314 
P.O. Box .'L'O 
Lenton, HJ 07E26.0350 
Paul.Plonagge@bpu.siatestRe  

Heather Weisbarul 
Board of Public Utilities 
44 South Clinton Avenue 
3rd Floor, ;Ante 314 
2.0. B.x 34 
Trenton, NJ 0782640350 
geether.Weitheakitbizo,,stgip cjan 

Mark Bayer 
Boat d of Public Utilities 
44 South Clinton Avenue 
3r4 Floor, Suite 314 
P.O. Box 350 
Trenton, NJ 07826-0350 
Metk.Bever@ivu.state.njAk  

Jackie O'Grady 
Board of Public Utilities 
44 South Clinton Avenue 
3rd Floor, Suite 314 
P.O. Box 350 	• 
Trenton, Nl 07826-0350 
fackie.0grodvGliapthstate4lia  

Stacy Peterson 
Board of Public Utilities 
44 South Clinton Avenuo 
3rd Floor, Suite 314 
P.O. Box 350 
Trenton, NJ 07826-0350 
Stacy.Petercralrou.statankus  

Stephanie A. Brand, Director 
Division of Rita Counsel 
140 East Front Street, 4th Float 
P.O. Box 003 
Trenton, NJ 08625 
sbrankdroa.atotani.us  

Bnan O. Iipmen, Litigation Manager 
Division of Rate Counsel 
140 East Front Street, 4th Floor 
P.O. Box 903 
Treuton, NJ 08625 
hlinincoarnst,staienj,us  

Felicia llamas-Friel, Esq. 
Division o I Rate Counsel 
149 Eost Front Street, 4th Floor 
P.O. BOX CO3 
Trenton, NI 08625 
flisonms@rne state nj tut 

Sarah H. Steindel, 
Division ofRjti Counsel 
140 East Front Situct, 4th Floor 
P.O. Box 003 
Tienton, HJ 0R525 
sateiodeektno.„•atrankus  

421,  i0:4,41114 
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IN THE MATTER OF THE MERGER OF 
THE SOUTHERN COMPANY AND AGL RESOURCES INC. 

BPU Docket No:GM15101196 
Service List 

Henry M. Ogden, Esq. 
Division of Rate Counsel 
140 F.ast Front Street, 4th Floor 
P.O. Box 003 
Trenton, NJ 08625 
hodgen@ma,stste,nius  

Maura Caroselli, Ezq. 
Division of Rate Counsel 
140 East Front Street, 4th Floor 
P.O. Box 003 
Trenton. NJ 08625 
uscaroselli(fto etelq,nins 

Kurt S. Lewrualowski, Esq. 
Division of Rate Counsel „ 
140 East Front Street, 41h Floor 
P0 Dox 003 
Ttcriton, NJ 08625 
Idewando@rna.state,ni.us 

Christine Juarez, Esq: 
Divieion of Rate Counsel 
140 LiastFront Strcet, 4th Floor 
P.O. Box 003 
Trenton, NJ 08625 
ejuarez(dIrpo state.n.j.us  

Shelly Massey, Paralegal 
Division of Rato Counsel 
140 East Front Street, 4th Floor 
P.O. Box 003 
Trenton, NJ 08625 
srnasseyfgrpa stutesq.us - 

Alex Moreeu, DAG 
Department of Law & Public Sufety 
Division of Low 
On behalf of 13PU Staff 
124 Item Street 
P.O. Box 45029 
Newark, New Jersey 07101 
Alex,Moreau@dollos state.ni.us   

Patricia Kingman, DAG 
Departtneat of Law & Public Safety 
Division of Law 
On behalf of 13PU Staff 
124 Halsey Street 
PC. Box 45029 
Newark, New Jersey 07101 
PetrViti.Krnmen@dolips stotenjm. 

Geoihei Gersten. DAG 
Department of Law & Public Su fety 
Division of Law 
On behalf of the BPD 
124 Halsey Street 
P.O. Box 45029 
Newark, New Jersey 07101 
GeoffreYseristeu@doldps state nt us 

Caroline Vachier, DAG 
Department of Law & Public Safety 
Division of Law 
124 Ilalsey Street, 51 Floor 
P.O. Box 45029 
Newark, Now Jersey 07101 
Caro lina.Vochieralcialps statesg,us 

Angela Hickson, Paralegal 
Department of Law & Public Safety 
Division of Law 
124 Halsey Street 
P.O. Box 45029 
Nowark, Now Jersey 07101 
Angola Hickson9doLlps.stateeisia 

Deborah Franco, Esq. 
Cullen nod Dykrnan 
Ganlen City Center 
100 Quentin Roosevelt Blvd. / 
Garden City, NY 11530 
dfratico@cullenanddykmarioNm 

Kenneth T. Maloney, Bsq. 
CtilleTI and Dykinan 
1101 14th Street, NW, Su iM 750 
Wurhington. DC 20005 
krnaloney@eullensuilil 

Colton A. Foley. Esq. 
Saul Ewing LLP 
One Riverfront Plaza, Suite 1520 
Newark, NJ 07102 
cfoley@soul.cow 

Stephen B. Geezer, Esq, 
Saul Ewing LLP 
One Riverfront Plaza, Suite 1520 
Newark, NJ 07102 
sgennr@sattl.com  

Courtney L. Schultz, Rsq. 
Soul Ewing LLP 
Centre Square West, 3803 Floor 
1500 Market Street 
Philadelphia, PA 19102 
cschuitz@soul.com  

Johu Rosenkranz 
Synapse Energy Economics, Inc. 
On behnlf of Rate Counsel 
485 Massachusetts Ave., Suite 2 
Cambridge, MA 02139 
jroszolualu@verizon.net  

Max Chaos 
Synapse Energy Economics, Inc. 
Oa behalf of Rate Counsel 
485 Massachusetts Ave., Suite 2 
Cambridge, MA 02139 
mcharip@svnepse-enerAv.cont 

Matthew L Kahal 
Exeter Associates, Inc. 
On behalf of Rate Counwl 
10480 Little Patuxent Parkway, Suite 300 
Columbia, MD 21044 
inktilial©Exaterassocialo.cant 

David Disinukes, Ph.D. 
Acadian Consulting Croup 
On behalf of Rate Counsel 
5800 One Perkins Place Dr., Suite 5-F 
Baton Rouge, LA 70808 
daviddismukesqacarliancoo;ultina.cont 

Edwani McGee 
Acadian Consulting Group 
On behalf of Rate Counsel 
5800 Otte Perkins Place Dr., Suite 5-F 
Baton Rouge, IA 70808 
etipmgee@ecadlanconsultins.corn 

Kim Dismukes 
Acadian Consulting Group 
On be hulf of Rata Counsel 
5800 One Perkins Place Dr.. Suite 5-P 
Baton Rouge, LA 70808 
kimitisanikesglacadianconsulting.com  
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Service List 

Dante Islugrace 
PCMG nod Associntes, LLC 
On behalf of Rate Counsel 
90 Moonlight Court 
Tmns River, NJ 08753 
DinuinaceOprinureacon.coni 

Kul Pavlovic 
PCMC and Associates, LLC 
On behalf of Ratc Counsel 
22 Brookes Avenue 
Gaithersburg, MD 20677 
ki)avlovicCiSocinttrtstcomcvro 

David Peterson 
Chesapeake Regulatory Consultsats 
On behalf el Rata Counsel 
10351 &anthem Mcrylaud Boulevard 
Suite 202 
Dnkik.MD 20754 
miveprgIchesepeeke.net  

lnke Gedsinan„ Legel Spcei!nist 
Board of 
94 South Clinton Avenue 
34  Floor, Suite. 314 
P.O. Box 150 
Trenton, NI 07826 -0350 
julze-gtirts_m_an@tbpu statemm 

Dianne Solomon, Commissioner 
Board of Public Utilities 
49 South Clinton Avenue 
3.°  Floor, Suite 319 
P.O. Bnx 350 
Trenton, NJ 07826-0350 

Solcoangbpu.staicaskus 

Steven Goldenberg 
Pox Rothschild 
997 Lenox Drive, Eildg.3 
Lawrenceville, NJ 08646 
suoldenberNaftmothschild,com 

Samuel Wolk 
Public Service Electric and Cns 
Company 
80 Park Plaza, T-5 
Newnik, M 07102 
SqrnuctwelCikbp!,eg.cmq  

Joseph F. Accardo Jr. 
Public Service Electric and GAS 
Conipany 
80 Park Plaza, T.5 
Newark, NJ 07102 
josupkaceardpir@orw.cum 

Martin Rothfelder, Esq. 
Public Service Electric and Cas 
Company 
SO Park Plaza, T-5 
ilawark, NJ 07102 
astiothisattamsgm 

Constance Lembo 
Public Service Electric and Cos 
Cnrapany 
80 Park Phan, 7-5 
tlewark, NI 07102 
c_qnstancoleutbo,gloseg.coin 

0000448 

166 



SOAH Dkt. No. 47347-1172 
PUC Docket No. 46238 

Staff RFI 2-17 (NEE) 
Page 167 of 263 

STATE OF NEW JERSEY 
BOARD OF PUBLIC UTILITIES BOARD OF POLO UTIU' ES 

IN THE MATTER OF THE MERGER OK 	: BPII Docket No. GMI5101196 
IL I 	SOUTHERN COMPANY AND AGL 

RESOURCES INC. 	 : STIPULATION OF SETTLEMENT 

APPEARANCES: 

Stephen B. Genzer, Esq., Colleen A. Foley, Esq. and Courtney L. Schultz, Esq., Saul 
Ewing LLP, on behalf of The Southern Company 

Mary Patricia Keefe, Esq., Vice President on behalf of AGL Resources Inc. and Pivotal 
Utility Holdings, Inc. d/b/a Elizabethtown Gas 

Ker.neth T. Maloney, Esq. and Deborah M. Franco, Esq.; Cullen and Dykman LLP, on 
behalf of AGL Resources Ine. and Pivotal Utility Holdings, Inc. d/b/a Elizabethtown 
Gas 

Alex Moreau, Deputy Attorney General and Patricia Krogman, Deputy Attorney 
General (Robert Lougy, Acting Attorney General of New Jersey), on behalf of the Staff 
of the Board of Public Utilities 

Stefanie A. Brand, Esq., Director, Brian Lipman, Esq., Litigation Manager, Felicia 
Thomas-Friel, Managing Attorney — Gas, Sarah H. Steindel, Esq., Assistant Deputy 
Rate Counsel, Henry M. Ogden, Esq., Assistant Deputy Rate Counsel, Kurt 
Lewandowski, Esq., Assistant Deputy Rate Counsel, Christine Juarez, Esq., Assistant 
Deputy Rate Counsel and Matra Caroselli, •Esq., Assistant Deputy Rate Counsel, on 
behalf of the Division of Rate Counsel 

Steven Gokleuberg, Esq., Fox Rothschild, on behalf of Intervenor, the New Jersey 
Large Energy Users Coalition 

Joseph F. Accardo. Jr.:Esq., Martin Rothfelder, Esq. and Samuel Wolfe, Esq. on 
behalf of Intervenor, Public Service Electric and Gas Cornpany 

TO THE HONORABLE BOARD OF PU13LIC UTILITIFS: 

The patties to this proceeding are as follows: The Southern Cornpany (Southern 

Company"), AGL Resources Inc. ("AGL Resources"), AMS Corp. ("Merger Sub"), and Pivotal 

Utility Holdings, Inc. d/b/a Elizabethtown Gas ("Elizabethtown") (collectively, the 'Joint 

MAIL ROOM 

MAY 06 	

.1 RECEIVE) • 

0000449 

167 



SOAR Dkt. No. 473-17-1172 
PLC Docket No. 46238 

Staff RFI 2-17 (NEE) 
Page 168 of 263 

Petitioners.); the Division of Rate Counsel (Rate Counser); the Staff of the New Jeisey Board 

of Public Utilities C`Board Staff or "Staff); and Intervenors, New Seise/ Large Energy Users 

Coalition (`NILEUC") and Public Sernce Electric and Gas Company (PSE&G"). The New 

Tersey Board of Public Utilities shall be referred to in this Stipulation of Settlement (the 

"Stipulation") as the "Beare or "BPU." 

PROCEDURAL HISTORY 

On October 16, 2015, the Joint Petitioners iniEated this proceeding with the fling of a 

Verified Joint Petition to obtain the approval of the Board pursuant to N.J.S.A. 48:2-51.1 and 

related statutes and regulations for a change of control of Elizabethtown to be effeetuated by 

the merger of AGL Resources with Merger Sub, a wholly owned subsidiary of Southern 

Company (the "Merger.). 

By Order dated December 16, 2015, the Board retained this matter for hearing, 

designated Commissioner Dianne Solomon to act as presiding officer, and required that 

motions to intervene or participate be filed by January 29, 2016. On January 29, 2016, 

Conunissioner Solomon issued a Pre-Hearir.g Order setting a procedural schedule for this 

matter. 

Timely Motions to Intervene were made by NJLEUC oi January 5, 2016 and 

PSE&G on January 27, 2016. NJLEUC also made a Motion for Admission Pro Hac Nee 

on behalf of Paul Forshay. Ey correspondence dated February 8, 201.6, the Joint 

Petitioners indicated they would not oppose NILEUC's Motion to Interveue to the extent 

NTLEUC disclosed its meinbers who are customers of Elizabethtown. By correspondence 

dated February 17, 2016, NJLEIJC identified three metnbers that it stated were customers 

of Elizabethtown. On February 2ei, 2016, the Motions to Intervene of N;LBUC and 

0000450 
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PSE&G and the Motion for Admission Pro Hac Vicc were firanted by Commissioner 

Solomon. 

After proper public notice, two public hearings were held in Flemingtou, New Jersey on 

February 22, 2016 at 4:30 P.M. and 5:30 P.M. and ou February 24, 2016 in Union, New Jersey 

at 4:30 P.M. and 5:30 P.M. Commissioner Solomon presided Over both public hearings. One 

naember of the public appeared at the public bearing in Flemington. No members of the public 

appeared at the hearing in Union. 

The Joint Petition was supported by the Direct Testimony of three witnesses: Art P. 

Beattie and Mark S. Lantripi  of Southern Company and Henry (Iftutk),P. Linginfelter of AGL 

Resources. On March 11, 2016, Rate Counsel submitted the Direct Testimony Of six witnesses: 

Maximilian Chang, David E. Dismukes, Matthew 1. Kahal, Dante Mugrace, David E. Peterson 

and Jehn A. Rosenkranz. On April 8, 2016, the Joint Petitioners submitted the Rebuttal 

Testimony of seven witnesses: Messrs. Beattie, Lantrip and Linginfelter and TimothY S. 

Sherwood, Michael Morley, Robert B. Hevert aud Joseph P. Kal t. The Direct and Rebuttal 

Testimony is included in the administrative record of this proceeding. For the sole puipose of 

providing the Board with a record supporting the Stipulation, the Siinatory Parties stipulate 

into the record the Direct and Rebuttal Testimony, but they do not stipulate to tile relevance or 

materiality of the testimonies, nor do they stipulate to the assertions or arguments made therein. 

Thus, tho stipulated record is as follows: 

• The Direct Testimony filed on behalf of Joint Petitioners, dated October 13, 

2015, of: Messrs. Beattie, Lautrip, and Linginfelter; 

• The Direct Testimony filed on behalf Of Rate Counsel, dated March 11, 2016, of 

Messrs. Chang, Dismukes, Kahal, Mugrace, Peterson and Rosenkranz; and 
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• The Rebuttal Testimony filed on behalf of the Joint Petitionen, dated April 8, 

2016, of Messrs. Beattie, Lanvin, Linginfoltor, Sherwood, Morley, &vett and 

Katt. 

Extensive discovery was condncted and a number of settlement discussions were held. 

:mint Petitioners, Board Staff, Rate Counsel, aud NIL.EUC (collectively, the "Signatory 

Parties") have coma to an agreement on 111 of the factual and legal issues arising in this matter. 

Stipuinted Matters  

Based upon the foregoing, the Signatory Parties hcreto agree and stipulate asfollows: 

1. The statutory and regulatory criteria for approval of petitions involving acquisitions of 

control and transfer of controlling stock ownership of a New Jersey pubiic utility as set forth in 

N.J.S.A. 48:2-51,1 and Ard.A.C.14:1-5.14(c) and any related statutes and regulations have been 

satisfied. More particularly, the agreement and conditions sot forth herein support findings and 

conclusions by the Board that (i) the Merger will not have an adverse impact on competition, 

on the rates of affected ratepayers, on the employees of Elizabethtown or on the provision of 

safe and adequate service at just and reasonable rates; end (ii) that consummation of the 

Merger, consistent with the conditions set forth in this Stipulation, is in the public interest, and 

will result in positive benefits to customers and the State of Newiersoy. 

2. The Joint Petitioners shouid be authorized to take those actions necessary for the 

Merger to be lawfully constunmated in accordance with the terms of the August 23, 201S 

Agreement and Plan of Merger (Merger Agreemene) entered into by and atnong Southern 

Company, Merger Sub and AGL Resources Which was attached to the Joint Petition as Exhibit 

B. Specifically, as reflected in the Merger Ageemeot, AGL Resources will rnerge ,sith Merger 

Sub, with AGL Resources remaining as the surviving entity. Merger Sub will cease to exist 
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and AGL Resources will become a direct, wholly owned subsidiary of Southern Company. 

Pivotal Utility Holdings, Inc., including its division Elizabethtown, will remain an indirect, 

wholly owned subsidiary of AGL Resources, with Southern Company as its ultimate parent. 

3. 	The approvals granted in accordance with this Stipulation shall be subject to the 

following conditions: 

A. 	Elizab ethtown' s Rates 

(i) . After consummation of the Merger, Southern Company will enable 

Elizabethtown to provide direct rate credits to all its customers totaling $17.5 million. The 

Signatory Parties recommend that the Board determine that these rate credits.  should be 

distributed as direct per customer ctedits to all of Elizabethtown's current customers served 

under Service Classifications RDS, SGS, GDS, IVD, EGF, GIS, CS!, IS, CS, II'S and ITS 

within :;ixty (60) days of the closing of the Merger. The Signatory Parties agree that the credits 

should be allocated atnong Elilabethtown's customer classes based on the base rate revenues 

reflected in the rates that resulted from Elizabethtown's most recent base rate proceeding, in 

BPU Docket No. GR09030195; 

(ii) Elizabethtown will ftle its next base rate case no later than September 1, 

2016 (hereinafter "the 2016 Rate Case) in accordance with the Board's Order in Docket No. 

0012070693; 

(iii) Elizabethtown will file a further base rate case (hereinafter "the 2020 

Rate Case) no later than three years atter the completion of the 2016 Rate Case; 

(iv) Any net savings realized by Elizabethtown through the Merger 

integration process will be flowed through to Elizabethtown's customers through the nomial 

base rate case process; 
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(7) 	In future rate proceedings, to ensure that Elizabethtown's customers will 

only ply costs to achieve to the extent that these are offsetting synergy savings, Elizabethtown 

wiil nut the total costs incurred to achieve synergy savings against the resulting total synergy 

Avings, and may recover those cests to achieve only up to the amount of the total synergy 

savings generated. As part of its 2020 Rate Case filing, Elizabethtown will file a 

comprehensive study identifying the Merger costs to achieve incurred by Elizabethtown and 

any Merger savings realized by Elizabethtown as a result of the Merger; 

(vi) • Elizabethtown will not seek recovery in rates of (a) any acquisition 

premium associated with the Merger, (b) any costs associated with goodwill arising from the 

Merger, (c) any severance rind retention payments essociated with executive change of control 

agreernents and any financing or transaction costs incuned in connection with the Merger. For 

purposes of this Stipulation, transaction costs aro defmed as (a) consultaut, investment banker, 

legal and regulatory support fees (internal as well as external), and printing and similar 

expeases, (b) change in control payments, and (c) costs associated with the shareholder 

meetings and a proxy statetnent related to the Merger approved by AGL Resources' 

shareholders, (d) costs associated with the imposition of conditions or approval of settlement 

terms in rnerger prcceedings in other state ituisdietious, and (e) any financing costs related to 

the rate credit to be provided to Elizabethtown's custcmers under Section 3.A(i) of this 

Stipulation; 

(vii) In its 20I6 and 2020 Rate Cuses, Elizabethtown will impute AM. 

Resources capital structure (exclusive of goodwill associateci with the Merger) for raternakiug 

purposes and will provide Southern Company's then-consolidated capital structure as well as the 

stand-alone cepital structure of AGL Resources (exclusive of goodwill). Staff, Rate Counsel and 
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all other parties to the rate case retain all rights to challenge the reasonableness of the use of any 

capital structure submitted by Elizabethtown for ratemaking purposes in any future proceedings 

and to propose alternatives to any capital structure submitted by Elizabethtown. 

(viii) Elizabethtown will not include any conunon equity or debt associated 

with goodwill (including Merger-related goodwill on AGL Resources balance sheet) in 

Elizabethtown's ratemaking capital structure; 

(ix) Elizabethtown will not be permitted to recover in its Board-authorized 

rate of return on equity a risk premium pertaining to the business and financial risks associated 

with Southern Company's regulated or unregulated generation supply operations; 

(x) For a period of five (5) years following the establishment of a baseline 

level of costs in the 2016 Rate Case as discussed more fully below, the arnount of costs 

assessed to Elizabethtown for services provided by an affiliate shall be no greater than it would 

have been had the Merger not occurred, regardless of whether such services are provided 

directly or indirectly by Southern Company Services, Inc. (SCS"), AGL Services Cornpany, 

Inc. ("AGSC') or any other Southern Company affiliate. Elizabethtown will propose an annual 

level of allocated AGSC costs that will serve as a baseline for the five-year commitment in 

Elizabethtdwa's 2016 Rate Case; 

In the 2016 Rate Case, Elizabethtown shall use the lower of the baseline level of 

allocated AGSC costs or its actual normalized allocated affiliate costs for ratemaking purposes. 

Notwithstanding this condition, the parties to the 2016 Rate Case retain all of their rights to 

challenge Elizabethtown's proposed baseline level of costs and the level of service company 

costs to be reflected in Elizabethtown's rates and to propose alternatives to the baseline level of 

costs proposed by Elizabethtown; and 
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In any other rate proceeding commenced during the five-year commitment 

period following the establishment of the baseline level of ailocated AGSC costs in the 2016 

Rate Case, Elizabethtown will have the burden to demonstrate that its service company costs 

are no higher than they would have been in the absence of the Merger for the services fur which 

Elizabethtown may seek cost recovery in such future rate proceedings. The baseline levet of 

allccated AGSC costs established in the 2016 Rate Case will not be treated as a hard cap on 

Elizabethtown's recoverable service company CosiS but will be reviewed as evidence of 

whether Elizabethtown has met the burden established in this Stipulation. The parties to such 

future rate proceedings shall have full rights to challenge any service company costs allocated 

to Elizabethtown. 

B. 	Employees  

(i) For the first five (5) years following the closing of the Merger, Southern 

Company, SCS, AM, Resources, AGSC and Elizabethtown, together, will maintain a minimum 

of 3C0 employees in New Jersey supporting Elizaliethtown's operations. This number shall 

include management and compliance, field operations, corporate suppott, regulatory support, 

call center and other customer service positions. Elizabethtown will submit an annual report to 

Board Staff and Rate Counsel setting forth the nuniber of employees by position and function 

viith a baseline report to be filed within 60 days of Merger closing and updates on the annual 

anniversary of that date; 

(ii) Any additional eriployees necessary due to the implementation of any 

future infrastructure enhancement program will be in addition to the 300 employee minimum 

and will not be used to offset any non-attrition/retirement related fluctuations in the 

employment level required to be retained in Pew Jersey as set for& in this Stipulation: 
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(iii) Southern Company will honor all of AGL • Resources and 

Elizabethtown's existing collective bargaining agreements in effect at the time of the closing of 

the Merger; 

(iv) Southern Conipany will assume AGL Resources obligations or cause 

AGL Resources to continue to meet its obligations to Elizabethtown's employees and retirees 

with respect to pension benefits; and 

(v) AGL Resources and Elizabethtown shall continue to maintain core 

management teams in place following the comPletion of the Merger for five (5) years.  that are 

fully capable of managing Elizabethtown's field operatioms, compliance, corporate support. 

regulatory support, call center and other customer service functions. Management positions 

responsible for ensuring the safe and reliable operation of Elizabethtown will remain iu New 

Jersey and New Jersey management shall maintain authority to make decisions on how best to 

serve Elizabethtown's operational needs while continuing to report to AGL Resources' 

Distribution Operations. Elizzbethtown will provide an annual report to the Board identifying 

all changes in core management personnel for tho first five (5) years following tho Merger with 

a baselinei report to be filed within 60 days of Merger closing with annual updates due on the 

anniversary of that date. 

C. 	Service  

(i) 	Elizabethtown's operations centers, call centers, walk-in payment centers 

and headquarters will be maiEtained for at least five (5) years following the Merger. Any 

future relocation of walk-in payment centers, the call center or headquarters must be approved 

in advance by the Board. Future relocations of operations centers within the service territory 

will not require Board approval but will require sixty (60) days advance notice to the BPU 
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Bosrd Secretary. Relocation of operations centers outside the service territory will require prior 

Board apprcval; 

(ii) Southern Company will provide Elizabethtown with tho resources 

necessary to invest in capital and infrastructure projects to help ensure that Elizabethtown may 

continue to provide safe, reliable and adequate utility service; 

(iii) Elizabethtown will conduct a root cause analysis to determine the cause 

of looger leak response times cn nights and weekends and provide the results of that analysis to 

the Board, Staff and Rate Counsel within ainety (90) days of the Merger, along with a proposed 

plan to improve that metric; 

(iv) Elizabethtown will conduct an analysis of the reasons for the level of 

customer complaints to the Board per year and will, within six. tnonths of closing of the Merger, 

develop and submit a proposed plan to improve ite customer service processes where 

appcopriare. This plan will be submitted to the Board, Staff and Rate Counsel; and 

(v) Elizabethtown will maintain its current level of community support 

contributions of $190,000 per year for a period of five (5) years following the cloeing of the 

Merger. Community support projects could include charitable, workforce development and 

economic developtnent efforts. 

D. 	Affiliate Relationships 

(i) Elizabethtown and its affiliates including, but not limited to, the Pivotal 

Utility Holdings, Inc. (`Pieotal") fatally, will comply with all New Jersey ard federal statutes 

and regulations and Board orders applicable to Elizabethtown regarding affiliate transactions; 

(ii) For informational purposes, Elizabethtown shell submit to the Board, 

Staff and Rate Counsel, copies of any service agreemeut between SCS and ACSC or the SCS 
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Cost Allocation Manual, along with examples of expected allocations, within thirty (30) days 

after such agreement becomes applicable to any costs allocated to Elizabethtown. 

Elizabethtown shall further submit to the Board, Staff and Rate Counsel notice of any changes 

to any service agreement between SCS and AGSC or the SCS Cost Allocation Manual, along 

with examples of expected allocations, within thirty (30) days of any such modifications; 

(iii) For the remaining term of the current asset management agreement 

(AMA") between Sequent Energy Management L.P. ("Sequene) and Elizabethtown, which 

expires March 31, 2019, AGL Resources will continue to condua an annual internal audit that 

examines whether Sequent is treating Elizabethtown in a non-discriminatory manner in relation 

to all other Sequent asset managensent arrangements. For the retnaining term of tho AMA and 

beginning with tbe audit conducted for the contract year beginning April 1, 2016, one focus of 

the audit will be an examination of whether Sequent's transactions with Southern Company 

affiliates under the AMA, if aay, have been appropriately priced in a manner consistent with 

the terms of the AMA. To the extent that an individual counterparty rnay be identified in a 

direct transaction, AGL Resources will provide a description of each affiliate transaction with a, 

Southern Company affiliate that takes place under the AMA. Each year, Elizabethtown will 

subrnit a copy of the completed annual audit to Staff ancl Rate Counsel on a confidential basis; 

(iv) Elizabethtown will subntit a filing describing in detail and documenting 

its plans for providing gas supply and capacity managetnent services following the expiration 

of its current AMA with Sequent no later than October 1, 2017. Staff,.Rate Counsel and all 

other parties retain all rights to take any position with respect to the proposal made .by 

Elizabethtown in such ftling; 
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(v) If during the term of the current Elizabetbtown/Sequent AMA, Sequent 

enters into any contracts to provide asset management services to any Southem Company 

affiliate that provides electric generation service, AGL Resources will provide to Staff and Rate 

Counsel, on a confidential basis, quarterly reports of Sequent's asset management activities on 

behalf of any Southern Company affiliate similar to the qua/leafy reports provided by 

Elizabethtown concerning its AMA with Sequent; 

(vi) In the event that Southern Company or any of its affiliates purchases or 

constructs a natural gas-fired generation plant within the RIM regional transmission 

organization after the closing of the Merger, Southern Company will provide the Board, Staff 

and Rate Counsel with a quarterly report containing transportation and delivery information for 

each such plant. Elizabethtown will not charge distribution rates, or offer terms and conditions 

of service, to a Southern Company-affiliated generating plant constructed within PIM that are 

not made available on a non-discriminatoty basis to similarly situated non-affiliated generators 

that are customers of Elizabethtown. 

E. 	Ring Fencing and Financial Protections 

(i) Following the closing of the Merger, AGL Resources will have a 

separate board of outside direetors for a minimum of five (5) years, and Elizabethtown will 

maintain its corporate mime and form. Elizabethtown will continue to be a division of Pivotal 

Utility Holdings, Inc. and Elizabethtown and Pivotal will continue to provide separately audited 

financial statements to the Board; 

(ii) AGL Resources and Elizabethtown will riot issue debt or equity in 

connection with the Merger; 
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(iii) AGL Resources will be a first tier subsidiary of Southern Corapany. 

Furtber AGL Resources will continue to serve as the capital supply source for long-term and 

short-term debt and equity for Elizabethtown post-merger ; 

(iv) In the event that any of thc three major credit rating agencies downgrade 

the corporate or issuer credit ratings or the senior unsecured debt rating for the long-term public 

debt securities issued by Southern Company, AGL Resources, AGL Capital Corporation or 

Pivotal, Elizabethtown will provide the Board, Staff and Rate Counsel 'with a copy of the 

ratings letter and related explanatory note within fifteen (15) days of receipt of notice of such 

downrgade; 

(v) Within one year of the closing of the Merger, Southem Cornpany, AGL 

Resources and Elizabethtown will conduct an analysis cf their operational and financial risks to 

determine the adequacy of their ring fencing measures. This analysis will be conducted in the 

same manner required by the Maryland Public Service Commission in it.; order approving the 

Merger. See Attachment A. This analysis will be submitted to the Board, Staff and Rate 

Counsel along with recommendations for correcting any deficiencies ideatified in the analysis; 

(vi) If AGL Resources senior unsecured debt rating falls below investment 

grade (below BBB- by Standard and Poor's or Pitch or Baa3 by Moody's) then AGL Resources 

shall cease paying dividends to Southern Company until such time as an investnient grade 

rating is restored; and 

(vii) Southern Company and AGLR will make available to the Board any 

public disclosures of material information that they rue required to make pursuant to the SEC's 

ED Regulation. 
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4. 	Each Sipatory Party shall use its best efforts to ensure that this Stipulation shall be 

submitted to the Board for approval as soon as possible after it is filed. 

S. 	This Stipulation represents the entirety of the agreement among the Signatory Parties. 

This Stipulation includes proposals and conditions above and beyond the terms contained in the 

Joint Petition. Notwithstanding statements made in the Joint Petition, testimony, discovery 

materials or auy information provided by the Joint Petitioners, only those conuritments stated 

in this Stipulation shall apply. 

6. The Signatory Parties shall support approval of the Merger upon the terms set forth in 

this Stipulation in any proceedings before tho Board regarding approval of the Merger. The 

Signatory Parties shall defend this Stipulation in the event of opposition to approval of the 

Merger from non-signatory parties before the Board. 

7. Notwithstanding auything to the contrary set forth herein, upon the occurrence of any of 

the following events this Stipulation shall terminate, and shall be deemed nuli and void and of 

no force or effect; 

(a) If die Board fails to adopt a Final Order approving tho Ivlerger and this 

Stipulation or issues a decision disapproving this Stipulation; or 

(b) if for any reason the Merger is not consummated; or 

(c) lf the Board issues a written order approving this Stipulation subject to 

any condition or modification of the terms set forth herein which a Signatory Party, in its 

discretion, finds unaccovtable. Such Signatory Party shall serve notice of unacceptability on 

the Signatory Parties within three (3) business days following receipt of such Board order. 

Absent such notification, the Signatory Parties snail be deemed to have waived their respo:tive 
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rights to object to the acceptability of such conditions or modifications contained in the Board 

order, which shall thereupon become binding on all Signatoty Parties; or 

(d) 	If, pursuant to the operation of the terms of Section 7(c) of this 

Stipulation, Southern Company declines to accept any modification of, or addition to, terms 

and conditions ordered by the Board. 

8. This Stipulation shall become effective and be binding on the Signatory Parties after the 

issuance of a Board Order approving this Stipulation or upon such date as the Board may 

specify. This Stipulation contains terms and conditions above and beyond tho terms contained 

in the Joint Petition, each of which is interdependent with the others and essential in its ovm 

right to the signing of this Stipulation. Each term is vital to the agreement as a whole, because 

the Signatory Parties expressly and jointly state that they would not have signed the Stipulation 

had any term been modified in any way. None of the Signatory Parties shall be prohibited from 

or prejudiced in arguing a different policy or position before the Board in any other proceeding, 

as such agreements pertain only to this matter and to no other matter. 

9. This Stipulation sets forth a compromise of divergent positions and shall not be 

regarded as precedent in any future case. Except as expressly provided herein no Signatory 

Party shall be deemed to have approved, agreed tn, or ' consented to any principle or 

methodology underlying-  or supposed to underlie any agreement provided herein. 

10. This Stipulation may be executed in as rnany counterparts as there arc Sigriatory Parties 

of this Stipulation, -each of which shall be deemed an original, but all of which shall constitute 

ono and the same instrument. 
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THE SOUTHERN COMPANY 

By; 	  By; 
Stephen B. Genzer 
Saul Ewing LLP  

AGL RESOURCES INC. AND 
PIVOTAL UTILITY HOLDINGS, INC. 
D/B/A ELIZABETHTOWN GAS 

Kern eth T. Maloney 
Cullen and Dykman LLP 

STEFANIE BRAND 
DIRECTOR 
DIVISION OF RATE COUNSEL 

By; 

Rate Counsel 

NEW JE.RSEY LARGE ENERGY USERS 
COALITION 

By: 
Steven Goldenberg 
Fox Rothschild 

DATE: 	MAY 5, 2816 
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AGL RESOURCES INC. AND 
PIVOTAL UTILITY HOLDINGS, INC. 
D/13/A ELIZABETHTOWN GAS 

Kenneth T. Maloney 
Cullen and Dylanan LLP 

ROBERT LOUGY 	 STEFANIE BRAND 
ACTING ATTORNEY GENERAL OF 	DIRECTOR' 
NEW JERSEY 	 DIVISION OF PATE COUNSEL 
Attorney for the Staff of the 
Board of Public Utilities 

By: 	  By; 	  
Alex Moreau 	 Stefanie A. Brand 
Deputy Attorney General 	 Rate Counsel 

NEW JERSEY LARGE ENERGY USERS 
COALITION 

Steven Goldenberg 
Pox Rothschild 

DATE: 	MAY 5, 2016 
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Stephen 13. Genzer 	 Kenneth T. Maloney 
Saul Ewing ne 	 Cullen and Dylunan LLP 

ROBERT LOLIGY 
ACTING ATTORNEY GENERAL OF 
NEW JERSEY 
Attorney for the Staff of the 
Board of Public Utilities 

By: 	 By: 
Alex Moreau  

STEFANIE BRAND 
1MRECTOR 
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Stefanie A. Brand 
Deplay Attorney General 	 Rate Coun3e1 
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AltachmentA 
STATE OF MARYLAND 

PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE MERGER 	 BEFORE THE 
OF THE souiumw COMPANY AND 	 PUBLIC SERVICE COMMISSION 
AGL RESOURCES INC. 	 * 	 OF MARYLAND 

CASE NO. 9404 

March 31, 2016 

PROPOSED ORDER OF PUBLIC UTILITY LAW JUDGE 

Appearances, 

Carville B. Collins, Esquire; Mary Patricia Keefe, Eaclara; 
and Erica L. McGill, Esquire, on behalf of NIL 
Resources Inc. and Pivotal Utility Holdinga, Inc. d/b/a 
Elkton Gas. 

J. Joseph Curran, III, Eaquire, and Christopher H. 
Demko, Esquire, on behalf of The Southern Company. 

Ronald Herzfeld, Eaquire, on behalf of the Maryland Office 
of Paople'o Counsel. 

Annette D. Garofalo, Esquire, and Peter A. Woolson, 
Esquire, on behalf of the Technical Staff of the Maryland ,  
Public Service Commission. 

4 

Executive Summary 

On November 4, 2015, pursuant S 6-105 of the Public 

Milli:ice Article, Annotated êode of Maryland, The Southern Company 

("Southern Company"), AGL Resources lac. ("AUL Resources"), and 

Pivotal Utility Holdings, Inc. d/b/a Elkton Gas. ("Elkton (ae") 

(collectively, "Joint Applicants") filed an application 

("Applicationa) to request authorization from the Maryland Public 
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Attachment A 

STATE OF MARYLAND 
PUBLIC SERVICE COMMISSION 

Srvice Commission VCommission") !or Southern Company to acquire 

the power to exeecise suaetantial influence over the policiea and 

actions of Elkton (as ("Acquieition") upon the consummation of a 

merger between 3oethern Company and eGL Resoureeu ("Merger"). 

eGL Resources ie the parent company of Pivotal Utility 

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

Pivotal. Upon the closing of the Merger, AGL Reeources will Lecome 

a subsididty of Southern Company, and Southern Company will hecome 

the ultimate parent company of Elkton Gas. 

The Maryland office of People's Coundel (00PC") and 

Technical Statf OStaff") ot the Commission are parties to ciao 

proceeding. Purauant to the proceeural schedule established in the 

proceeding, OPC and Etatf each filed direct testimony. After the 

submission of this testimony, the Joint Applicanes, OPC and Staff 

ware able to negotiate a unanimous settlement agreement in the 

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

Stipulaticn and Setelement Agreement ("Joint Petition") was 

submitted in the ranter. Eaoh party also sabmitted testimony in 

support of tha Joint Petitica. On March 1, 2016, an evidentiary 

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

attachment nubmitted in the matter, the Joint Petition, the 

Stipulation and Settlement Agreement (0Settlement Agreement") and 

to hear testimony in eupport of the settlement Agreement. 

An dlscusaed below, I conclude that the termu aed 

conditions of the eattlement Agreement are reasonable and are in 

the public interest, and thue will grant the Joint Petition and 
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approve the Settlemeni'Agreement. Subject to the terms and condi-

tions set forth in tbe Settlement Agreement, as discussed herein, I 

find that the acquisition by Southern Company of the power to 

exercise substantial influence over Elkton Gee as the reault .of the 

merger between Southern Company and AGL Resources ie consistent , 

With the public interest, convenience and necessity, including 

benefits and no harm to consumera, and that the. factors enumerated 

in Public Utilities Article, 9 6-10E(g) have been satiafied. 

Accordingly, subject.to  the conditions set forth in the Settlement 

Agreement, which are. incorporated by reference into thia Proposed 

Order, I hereby grant the Application and authorize the acquisition 

by Southern Company of the power to exercise substantial influence 

over the policies and actions of Elkton Gas upon the consuMmation 

el the Merger. 

Procedural Mintory 

On November 4, 2015, the joint. Applicants filed the 

App1ication,1  which included a number of exhibita, including the 

teatimony of Art P. Beattie, Executive Vice President 'and Chief 

rinancial Officer of * Southern Company, and Henry ("Han)c") P. 

LinginfelEer, Executive Vice President, Distribution Operations of 

AGL.,  

1  Joint Appl. Exhibit ("Ex.") 4. 
'Joint Appl. Ex. 5 (u5nntty Dirnt.1). 

' Joint. Appl. Ex. 6 ("Linginfeltor Direct*I. 

3 
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On November 5, 2013, the Commission delegated the matter 

to the Public Utility Law Judge Division, and, pursuant to 

5 5-1)5(g)(6) of the Mina* 7ti1itieg Article, axtended the leo-day 

period by which Lhe Commiusion had to issue a final Order in the 

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

On January 29, 2016, OPC tiled the direct testimcny of 

Karl R. Pavlovic, Managing Director of and a Soniar ConJurant with 

PCMG and Associates LIAC,' and Staff submitted the testimony of; 

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

Water Division of the Commission, Patricia K. Stinnette, Director 

of Accounting Investigations Division of the Commiaaion,' and 

Aasistanc Chief Engineer of the 

2016, a hearing fcr rubltc comment was 

John /. 	Clementson, 	II, 

Commission's Ingineering Div 

On February 10, 

held in Blkton, Maryland. 

expressed his concern that 

increase if the Merger were 

were received in the matter. 

On February 19, 

One Elkton Gas customer appeared and 

he might experience a significant rate 

approved. No written pCblio comments 

2016, the Joint Applicants filed an 

Errata to the Application and supporting documents.' 

• 0Pc sx. IA (Public v:.relon) and 
Direct"). 

' staff Ex. 1 ("Alvarado Direct"). 
' Staff Ex. 2 ("Stinnctce nirect"). 

Staff Lx. 3 ("Clementson Direct"). 
' quint Appl. 7%. /. 

IC (Cnnfiderhial Version) ("Pavlovic 

4 
6.; 
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On February 24, 2016, the Joint Applicants filed a Joint 

Petition,for Adoption of Stipulation and Settlement Agreement,' 

Stipulation and Settlement Agreement," and Panel Testimony of Neel 

W. Black and Mary Patricia Keefe." Also, on February 24, 2016, 

OPC submitted the Supplemental Direct Testimony of Karl R. 

Pavlovic" and Staff submitted Settlement'Testimony of Juan Carlos 

Alvarado, Patricia M. Stinnette and John J. Clementeon, II." 

On March 1, 2016, a hearing was held td admit the piv-

filed testimony, exhibits and attachtannt and the Joint Petition 

into the record. The witnesses for the Joint Applicants and the 

witnesses for Staff, who filed, testimony in support of the 

Settlement Agreement, appeared at the hearing to reapond to 

questions of the Chief Public Utility Law Judge." 

Summary of Application and Testimony of Joint'Applicants 

Elkton Gas provides natural gas service to an approxi-

mate 64 square mile area in Cecil County, Maryland, and nerves 

approximately 6,500 renidential, commercial and industrial 

customers in this service territory" through come 102 miles of 

'Joint Appl. Ex. 9. 

" Joint Appl. Ex. O. 

" Joint Appl. Ex. 10 ("Panel Teetimcny - Slack and Keefe"). 

" OPC Ex. 2 ("Pmv1civic suppl."). 

" Staff Ex. 4 ("Staff suttlement Temtimony"). 

" Dr. Pavlovic WAS excused from attendance at the hearing ma the Chief 
Law Judge had no question(' for him. 

" According tc Joint Applicant witneas Keefe, SSO of the 6,500 customnra 
are commercial cuatomers, two are large induetrial customere, and the 
remainder of the customers are residential cuetomers. Tranacript at 16. 
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service main." Elkton Gas has seven full-time individuals and one 

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

has its headquarters." its Maryland workforce utility operations 

are supplemented/supporLed by AGL Resources accounting, financial, 

legal, engineering, and rates and tariffing pereonnel throegh a 

nervica agreement with AGL Services COmpany." 

Southern Company, ruMS Corp.," end AGL Reacurces entered 

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

Agreementm)." Under the terms of the Merger Agreement, Scuthern 

Company will purchase the common stock of AGL at a price $65 per 

share (or an aggregate purchaee price of approximately 

$8 billion)." Upon consemmation of the Merger, AMS Coro. will 

merge into AGL Resources and AGL Resources tben will become a 

wholly owned first tier corporate subsidiary of Southern Company." 

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

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

approximately 41.4 billion in new Southern Company equity between 

" Lieginfelter Direct st 5. 
" Linginfelter Dixect at S. 

" Linginfelter Direct at 5, 14; ea.:lovic Direct, Data Responses 
Referenced in the Direct Testimony of earl R. Pavlovic, Zoint Applicants' 
Reapunse to staff Qata Request No. 1-23. 

" southern company explained them Ams corp. was formed aolely for the 
purpose ot acquiring AGL Rearmed./ in the Merger and will ccaae to exiet 
as a separate snO.ty upon cemplstion of the merger. 

" Application, Dxhibit 2. 
" Id.; Beattie uireot at 12. 
n  Application at 4; Beattie Direct at 12. 

ArpliCatiOn at 4. 

6 
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now and the end'of 2016." The remaining financing riecds for the 

Merger and other Southern,Company needs will' be provided from an 

additional approximate VI-billion debt issuance that will occur 

prior to the closing." 

Southern Company ie an Atlanta-based public utility 

holding company currently providing elect±ic utility service 

through four state-reguldited operating companieo in Alabama, 

Florida, Georgia, and Mississippi." 	For the year ended 

December 31, 2014, approximately 90 of 'Southern Company's 

operating revenues were related to,  retail regulated utility 

operations." Its state-regulated utilities serve more than 

4.5 million customers throughout 120,000 square miles of regulated 

oervice territory." Southern Company is one of only cwo utilities 

liated.in  Fortunate anneal HWorldte Most Admired Electric and Gas 

Utility% rankings for each of the last five years." Currently, 

Southern Company's,  operating sUbsidiaries have their-own boards of 

outside directors.and executive managament i teams iesponaible for 

each subeidiaryle operations, including making key decisions, such 

as long-term resource planning." Southern Company will applyits 

same organizational approach to
.
AGL Resources and Elkton Gas." 

" Application at 4, 13; Beattie Direct at 12 las corrected by the 
Errata). 

" Application at 41 Beattie Direct at 12 (as corrected by the Errata). 
" Beattie Direct at 4. 

" Beattie Direct,at 5. 

" Beattie Direct at'S. 
" seattie Direct at 5. 

" Beattie Dirac; at 11. 

" Id. 

7 
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Mr. Beatty characterized Southern Company as having a "strong 

financial position" which will benefit AGL Resources and Elkton Gas. 

and thereby will inure tb the benefit of customers." 

AGh Resources, the parent company of Elkton Gee, *also 

hag its headquarters in Atlanta." Its principal business ie the 

distribution of natural gas through regulated public, Utility 

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

New Jersey (Dlizabethtown Gas, which is also a division of 

Pivotal)," Florida (Florida CiLY Gas, which is also a division of 

Pivotal)," Illinoin, and Virginia." , AGL Resources servea 

approximately 4.5 million cUstomers through over so miles of 

pipeline and 14 natural gas storage facilitiea.  through its 

regulated . natural gas distribution utility subeidiaries." 

AGL Reeources acquired Elkton Gas in 2004." 

The Joint Applicants stated that they will comply with 

federal law in executing the Merger, and have filed or will file 

all filinge and notifications required by the Hart-Scott-Rodino Act 

and have filed a preliminary Proxy Statement with the Securitien 

Rxchangc Commiesion on September 11, 2015, pursuant tO 

8ection_14(a) of the Securities Exchange Act of 1934." 

" Beattie Direct at 19. 
" Application at 6. 
" Application, exhibit 3, AOL Reeourceo 	Corporate Organization Chart 
at 1. 
n  id. 

" Application at S. 

" Linginfelter Direct at 6. 
" Application at 13-34. 

ag 
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Additionally, they note that the Merger reqUirea approval by the 

California 'Public Utilities Commission, Georgia Public Service 

Commission, Illinois Commerce Commissiou, the New jersey Board of 

Dublic Utilities, and the Virglnia State Corporation 'lommiseion, 

each approvals are being sought contemporaneously with that of the 

Commission's." FUrther, the Joint Applicants assert that neither 

the Joint Applicants nor key personnel associated with tna Joint 

Applicante have violated any state cr federal statute regulating 

the activities of public service companies." 

Accordirg to Mr. Beattie, the Merrer is "not syncrgies-

driven and will not result in any significant reduction in jobs at 

AGIds operation companies 0o :tes indicated that Elkton Gas wouls 

contirue to operate aimilar or the same aa it does today oJ an 

indirect sIdasidiary of AGL. He streseed that AGL would continue to 

use its moro than 150 years of gas distrioution operations 

experience for the benefit of Blkten Gee as it eurrentiy does. 

Further, he indicated that, shouid any synergy savings and effi-

ciencies occur through the Merger integration process, Elkton Geo' 

portion of tha n2t navings and efficiencies would be flowed through 

to 21kton Gast customer chrougn "the normal ratenaking procese."" 

Pr. Beattie presented an overview ot Southern Company 

and its eperational philosophies. lie discussed how each of the 

P.actoe .2et forth in 5 6-105(g) was satiafitd to lamonstrata that 

44  Application at 13, fn s. 

n  Apelicstion at :.4. 
tZ  ithtio Direct at :1, 

4eattie Di.rezt at 2i. 

9 
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the acquisition was in the pUblio interest, convenience arid 

necessity and resulted in benefits and no harm to the customer and 

no harm to the consumer. He also explainid that the commitments 

that the Joint Applicants were making aa conditione to the approval 

of the acquinition enhanced the benefits of the Merger and ensured 

the lack of harm to Elkton'Gas cuotomers, to further show that the 

approval of the Acquisition is in the public intereec, convenience 

and necessity. 

mr. Linginfelter, in hie testimony, described the 

service territory and current operations of Elkton Gas, outlined 

the curreut and historical, performance of Elkton Gas in provision 

of safe, reliable and affordable service to its customers, 

presented information to assist the Commission to evaluate the 

Merger under the criteria of Publie 'Utilities Article § 6-105, and 

explained the positive benefits Of the Merger and the lack of any 

adverse impact to Elkton Gas' rates, to Elkton Gael' provision of 

safe, adequate and affordable utility service, and to Elkton Gas' 

existing Maryland employees. 

To further support their assertions that the Acquisition 

is in the public interest, convenience, and necessity with benefit 

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

certain actions or fcrbearance of action PApplication 

Commitments9." Specifically, the Joint Applicants committed: 

" Application, emhibit 1. - 

10 
fr! 
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• To amend Slkton Gas current Asoet 
Management Agreement ("AMA") with Sequent 
Energy Management L.P. to provide an 
increase in the amount paid to Elkton Gas 
of $50,000, and flow the amcunt ttrough to 
cuetemers, with the increaaed payment to 
be made as a one-time payment, and ths 
entire amount of the increase flowed 
through to cuetomers without regard to 
exioting revenue aharing provisions of the 
AMA. 

4  To accelerate the rate of tha aesesament 
of Elkton Gas' entire network of Aldyl-A 

•nipe, The Joint Applicanes explained that 
of the 102 miles of pipe in Elkton Gas' 
distribution system, 73 miles is plastic 
pipe with 48.7 miles of the plastic pipe 
comprised of material known as Aldyl-A. 

• To not seek a change in rates 4.13 a result 
of che merger; and, in a future base rate 
case, thaa Elkton Gas will not seek 
recovery in its ratee of (i) any acquisi-
tion premium associated with the Merger; 
(ii) the cost associated with goodwill 
arising from the merger; or (iii) any 
transaction oosts incurred in connection 
with the Merger. 

• That ACL and Elkton Gas will not iesue 
debt or equity in connection with or to 
fund the Merger. 

• For a period of two years from the closing 
date of the Merger, that Elkton Gas would 
not be aeaessed coots for services 
provided by en affiliate any oreater than 
it would have been if the Merger had not 
oCcurred, regatdless of whether the eer- 
vice is provided directly or indirectly by 
Southetn Cempeny Services, (nc,, AGA 
eecources Service Company, or any other 
Southern Company affiliate. 

• Although no immediate net aavings to 
Elkton Gas have been identified ae a 
result of the Mereer, to the extent any 
net savings and efficiencies are realieed 
through thu Merger integrateor peceess, 
such net'savinge and efficiencies will be 
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flowed through,to Elkton Gas customera in 
the normal ratemaking process. 

• ror at least the first three years 
	 1 

following the closing of the Merger, to 
maintain current employment levels within 
the Maryland workforce supporting Elkton 
Gas operations. 

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

• That A(JL Resources will continue to have a 
aeparate board of outside directoro for a 
minimum of five years followirg the close 
of the Merger. 

• To increase the supplier diversity 
performance of Elkton Gas by increasing 
its Diverse Spend Ratio teDSR,), as that 
term is defined in the May 29, 2009 Elkton 
Goo Supplier Diversity Memorandum of 
Understanding, by a factor of 4 during the 
period 2015 through 201/, as measured 
against Elkton Gan' 2014 DSR. 

• Southern Company committed to sustain 
Elktun Gas' current level of coMmunity 
investment for a period of at least 
five_years following the closing of the 
Merger and will continue to target charit-
able, workforce development, and economic 
development efforts in the Elkton Gas 
service area benefitting Elkton Gee 
customers. 

OPO's Initial Position 

OPC witness Pavlovic explained that hiu testimony was 

not intended to addresa "every potential harm and public intereot 

losue that could be raieod ymder Section 6-105, rather only those 

issues that, based on the information provided to date, appear to 

12 
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be the moat significant to Elkton's customers."" He expreased his 

concerns that (a) the potential of significant operation and cost 

synergies that will reduce ElIcton Gas,  costs, but would only be of 

;?enefit to the Elkton Gap cvatomers if the tariff rates were 

revised to reflect these reduced costo;" (b) the lack of showing 

by the joint Applicants that the iecrease in the amount paid co 

Elkton Gas pursUant to the AMA of $50,000 is either appropriate or 

will result in just and, reasonable rates;" (c) Elkton Gas !ray 

attempt to recover from the Elkton Gas customers the coots 

associated with the eupplier diversity commitment, the community 

investment commitment, nnd the Merger transaction, including 

transition ceste;" and (d) Elkton Gas needed to accelerate the 

remedy of any system knowledge deficiencies in addition co the 

accelerated assessment surveys of the Aldyl-A pipe." 

To address his ooncerne, he recommended that the 

Commiseion inolede as conditione to any approval of the acquisition 

the followino conditions: 

• Require Elkton Gas to file a base rate 
case with a 2n.8 test yeari" 

•2:quire the aoint Applicants demonstrate 
that the $50,000 one-time payment repre-
sents an appropriate and reasonable 
allocation of merger benefite to Sl!1.ton 

" Pavlovie oirece at 4. 

• eavlovic Direct at 9. 

• Paviovic Direct at 11. 

" Vavlovic Direct at 11-12. 

• Pavlovic Dirct /AZ 1J. 

" eavlovie Direct at 5. 14. 

13 

198 



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

Staff RH 2-17 (NEE) 
Page 199 of 263 

Attdchment A \ 

STATE OF MARYLAND 
PUBLIC SERVICE COMMISSION 

Gael customers or require a payment based 
on an appropriate and reasondble alloca-
tion of the merger's benefits to Elkton's 
customers;" 

• Require a commitment by the Joint 
Applicanta that Elkton Gas would not spelt. 
recovery from Elkton Gaol customers of the 
costs associated with (a) supplier 
diversity, (b) community investment, and 
(c) the merger transaction, including 
transition coats," and 

• Require the Joint Applicante to.accelerate 
the. remedy of any Elkton Gas system 
knowledge deficiencied in addition to the 
accelerated. asiemement surveyo of.  the 
Aldyl-A pipe." 

Staffse Initial Position 

Staff witness Alvarddo's testimony addreseed certain of 

the faecore to be considered by the Commission pursuant to Public 

Utilities Article, 5 6-105. He noted that the direct customer pay-

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

to the Elkton Gas customere would reeult in a payment owell short 

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

He explained that Staff therefore reocmmended a higher one-eime 

payment of $52.15 per cuatomer to reflect the ongoing nature of the 

increSsed pnyment to Elkton Gas under the AMA." 

" eavlovic Direct at 5-6, 14. 

" Pavievic Direct at .6, 13. 
" Favlovic Direct at 5, 13-14. 

" Alvarado Direct at 9. 
" Alvarado Direct at 9-10. 
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Mr. Alvarado stated that Elkton's capital steucture will 

not be impacted by the Merger because no debt or equity will be 

issued to finance the Merger by AGL or Elkton." He described the 

current Elkton Gas capital structure la consisting of 49.59% equicy 

and SO.ele debt, weich he obseeved is ccesietert with the anpital 

strelcture of meet regulated utilities in Maryland." Ve indiceted, 

however, that both AGL Reaources and Southern Company hold riskier, 

more leverage financial positions often associated with publicly 

traded corporations," To avoid sny temptatioa by AGL Hesources or 

Southern Ctmpany to ehift some of the riek they face to elkton Gag, 

Staff recommended that the Commisaion direct Elkton Ga3 maintain a 

colling 12-month aearage annual egnity vatio of at least 48%." 

Mr. Alvaradc said that the condition would ensure that Elkton Gas 

die not become overly leveraged and assume too much risk." 

Staff alao recommended that Elkton Gas file a base rate 

case with the Coemissien no later than toter yaw; after the close 

of the merger in order to review Dlkton Gael financial position and 

other issues identified in Staffte testimony in the matter," such 

as any ctaage in employment levels upon expiration cf the three-

real: commitment made by the aoilat Applicants. Mr. Alvarado also 

indicated that by requiring aleccn Gas to filo a base rate cate 

6  Alvarado Dirlet at 11. 
" ed. 
" nivarado Direet ac 11-12. 
" ravaeadc Direct at 12. 
' Alvarado Direct at 12. 

I: Alvarado Cirect at 12. 
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within tour years of the closing of the merger, the Commission may 

assess whether the Joint Applicants have been able to identify 

savings or efficiencies that impact Elkton Gas,  costs and ensure 

the.reduction flows through to the Elkton Gas customers." 

While Staff commended the Joint Applicant for its 

commitment not to reduce Elkton Gee community investment levele 

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

recommonded that the Joint Applicants be directed by the Commission 

to increase the commitment from tive years to ten years, consistent 

with.prevlous Commission decisions." 

Mr. Alvarado stated that the Merger did not raise any 

oroes-subsidiee or affiliate issues," and, with the directive for 

filing a bane rate case within four yearn Of the closing of the 

merger, the Commission will be able to determine whether any ccats 

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

affiliateo are included in rate beef)." 

Mr. Alvaradd otated 'that Staff did not oppooe the 

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

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

that the USR remain at post-merger levels indefinitely, and 

eneourage Elkton Gas to increaoe its DSR towards the 25% target 

over time." 

" Alvarado !Arcot at 13. ,. 
43  Alvarado Direct at is. 
" Alvarado Direct at 14 
" rd. 
" Alvarado Direct at 10. 
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in addition to the base rate case to be filed in fonr 

years, Staff reeommended an annual filiag be made by Elkton Gas 

until it tilee it base rate case to update the Commiesion on the 

Status of each commitment the Joint Applicants aee raking and any 

addition conditions recommended by Staff." 

:Ir. Alvarado stated that the Merger will not result in 

harm to the cumtomers provided Staff's recommendations are accepted 

by the Ccmmisslon." Further, if all of Staff's recommendations 

arc accepted by the Commission, he eaid that Staff was satisfied 

that the Merger will result in nec beaefits to the public and the 

Merger is consistent with the public interest, convenience and 

necessity." 

Staff witness Stinnette discussed the ring fencing 

measureo, in addition to those found in Mr. Alveleado's teetimony, 

and code of conduct matters relevant to the Merger proceeding. 

P4. Stinnette recommended that the Joiet Applicants be directed to 

conduct az analyais of operational functional rink to determine the 

adequacy of existing and future ring fencing measures to be filed 

with the Commiseion no later than 90 days after the closing of the 

Merger, and annually with the information filing as recommended by 

r. Alvarado." 	She also recommended that Southern Company be 

directed to commit that Slkton Gas and its affiliates will corply 

with the sta:utes and regulationo applicable to Elkton Gaa regard- 

" Alversio eixoct at 19. 
" Al./area() Dixtet at 19. 
" Al.,erado Direct at 20. 
" stinnette oixect at 2, S. 
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ing affiliate trannactions.". Further, ahe recommended that the 

Joint ApplicarIs agree that the COMminsion may, after an investiga-

tion and a hearing, order Southern io divest its interest in Elkton 

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

ita affiliates had experienced certain' financial conditions Or 

ratinge downgrades by any two of the three major rating agenciea or 

Southern Company or AGL Resources have committed a pattern of 

violations of the Maryland public utility law and do not Cure such 

violations.after due nohice." Ma. Stinnette aluo recommended that 

Elkton Gas resumelfiling its ring fencing report as required by 

CCHAR 20.40.02.08." 

Staff 'witness Clementscn teetified that, in the review 

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

Gas' distribution system reliability and customer service, he did 

not find any pipe/ine safety-related issues in regard to either the ' 

distribution system or customer aervice." 	The focus of 

Mr. Clementson's testimony was the commitment by the Joint 
4 

Applicants to conduct an accelerated assessment survey cf the 

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

Enhancement") without recovering the costa of the aasossment from 

the Elkton Gas customers. 

" Stinnette'Direet at 2, 5. 
4" Stinnette Direct at 2-3, 5-5. 

" gtinnotte Direot at 5. 
" ciemeetson Direct at 4-5. 
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According to Mr. Clementeon, the Addyl-10 pipe installed 

in the Elkton Gas distribution syatem was used by many natural gas 

distribution operators from the 1970s through the late 1990a." He 

explained that the Aldyl-A piping material manufactured op until 

1783 has been ehown to be susceptible to deterioration known as 

0b7itt1e-1ike cracking."" He deecribed the cracking as consisting 

of fractures formed by breakage or cracking of a material into 

dincernible parts, from which no deformation or clean break can be 

identified." Mr. Clementson stated that, in 1,783, DuPont modified 

the reein used to rroduce the pipe to correct the issues associated 

with brlttle-like cracking, and this type of cracking liaa not tr,len 

seen in the modified material." 

Mr. Clementuon therefore recommended approval of the 

commitment for the Infrantructure Enhancement." da also rncom-

mended that the Joint Applicants be directed to file a copy of a 

vompleted accelerated assessment study (including any other 

deficiencies relatcd to other y.iping material within Elkton Gas,  

distribution system that could lead to unsafe conditiona that are 

discovered as a result of the assessment) with the Commission." 

Finally, he recommended that the Joint Applicants be directed to 

" Aldyl-A wr_e a material developed and manurcctured by B.I. DuPont 
tie nommen, and Company ODuPontnl. Clementeon aireet at 1. 
" clementoon uirect at 3. 
" Id. 
n  Id. 

" Clementeon Direct at 7. 

" cleoeneson Direct rt 2, 5. 
n  zleatentton oirect at 2, 5. 
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file a plan for remediating any of the deficiencies found with 

either the Aldyl-A and/or the other piping'materiala, as a result 

Of the asseasment." 

settlement Agreement 

According to the Joint Petition, after the conduct of 

discovery and filing of testimony by the parties, the parties 

engaged in extensive and comprehcnaive negotiatione with respect to 

all aspects of the'lloint Application, and were able to reach a 

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

tions of the agreements are set forth in the Settlement 

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

terms and conditions contained ia the Settlement Agreement, 

Southern Company should be authorized to acquire the power. to  

exercise substantial influenoe over the policies and actions of 

Elkton Gas pursuant to Public Utilities Article, 5 6-105." many 

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

commitments offored by the Joint Applicants in the Application, and 

others either expand'the offered comiitments or are new commitments 

that appear to be based on the recommendations contained in the 

testimony filed by OPC and Staff. 

" Cleatentson Direct at 2, S. 

" Joint Petition at 3. 

" rd . 
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nireet Customer Credits 

The Direct Cuctomer Credits oftered by the Joint 

Applicante has been increosee to be a direct customer tate credit 

funded from a $110,000 increase in tha amount paid chrough Elkton 

Geste AMA, payable over cwo years 	the first credit to occur 

withia 110 days of the closing cf. tae Merger, and the second credit 

to occur within one yes= thereafter." Additionally, Lae Joint 

Applicants have agreed to an additional direct customer rate credit 

to the cuatonere, to occur within 120 days of the closing uf the 

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

the avoidance of further regelatery litigation costs in tho amount 

of $100,400." 

Assessment of Aldyl-A ripe 

The Joiet Applicants commitment to conduct aa 

accelerated ancoeement of Aldyl-A pipe at no cost to the Elktcn Gas 

customers is included as a tem and condition of tbe Settlement 

Agreement." 	Xn addition, the Joint Applicants nave agreed to 

previde, within 60 days of comeletion, a oopy of the Completed 

accelerated aseeeement study of the Aldyl-A piping eithin Elkton 

Gas ,  dintrihution system, which will also Include any othce 

deficiencies identified in the courne of eerferming that assesoment 

that relate to the other piping materials within Elkton OW 

" settiement Agreement, condition ("sA Cond.*) 2. 

cond. 3. 

"IJA (mad. 4. 
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dintribution oystem that could lead to unsafe conditions." 

Further, within 60 days of completing the accelerated assessment, 

Elkton.Gaa will provide ed the Commission a plan for remediating 

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

piping materialq discovered as a result of the assesement." 

Finally, Elkton Gas agreed to continue to systematically remediate 

system knowledge 6deficiencies in accordance with established 

programs and procedures." 

Rate Making Matters 

The Joint Applicants have agreed to file a base rate 

case within two years of the eloping of the Merger." •  In the 

interim, within 90 days of closing'of the Merger, Elkton Gas agreed 

to file an annual financial report for' the previous 12-month 

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

report also shall contain a calculation of the earned return on 

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

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

60 days of the 12-month period end." 

Should the transition costs (costs incurred to achieve 

aynergy savings of the Merger) exceed synergy savings during the 

" SA Cond. 13 . 
" a Cond. 14. 
" SA Cond .• 15 . 
" SA Cond. 6. 
ta  SA Cenci S. 
ws 

" 
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test year in Elkton Gaa next base rate case, the Joint Applicant:, 

have agreed to forgo cost recovery of the cransition costa that 

exceed synergy savinga." Additionally, Elkton Gas agreed that it 

will not seek recovery in ice rates of: (i) any acquisition premium 

associated with the Merger; (ii) any coot associated with good will 

arising from the Merger; or (iii) any transaction coats incurred in 

connection with ahe Merger." 

The Joint Applicants agreed that neithte AGL ReaoUrcas 

nor Elkton GAS will isaue debt or equity in connection with, or to 

fund, the Merger." also, for a period ot two years following the 

closing of the marger, the amount of Loets assessed to Elkton Gas 

for 6arvicee provided by an attiliate shall be no greater than it 

would halts been had the Merger not occurred, regardless of whether 

ouch servicea are provided directly or indirectly by Southern 

Company Services, Inc., A4iL Sail-vices Company, or any othor Southern 

Company affil!.ate." 

Suppliar Diveraity Enhancements 

As initially offered as a commitment, the Joiat 

Applicanta agreed to inoreasa the supplier diversity performance of 

Elkton Gaa by increasing ite DSR by a factor of 4 .luring tha period 

2015 through 2017, as meaaUred against Olkton Gas.,  2014 DSR." Iu 

" sit Cord. 7. 

" SA Corv.I. a (The definition of 'accruielition coatan is eat forth In E,A 
Cond. 6) . 

" SA Cond. 9. 

" SA Cond. 10. 

" ŠA cond. 11. 
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addition, the Joint Applicants agreed to maintain the DSR at post- 

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

Gas, 'D9R over time to M."' 

Community Investment Enhancements 

The Joint Applicants agreed to increase'cheir commitment 

to sustain Elkton Gas current levels of conmunity investment from 

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

maintain the commitment that Elkton Gas will not seek recovery in 

its rates * of costs related to these community investment 

activities."' 

rinanoial Integrity and Ring Fencing Enhancements 

The Joint Applicants agreed that Elkton Gas will 

maintain a rolling 12-month average annual equity ratio of at least 

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

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

ring fencing report as required by COMAR 20.40.02.08.2 ° 	In 

addition, Elkton Gas agreed to file a coot allocation manual 

pursuant to COMAE 20.40,02.07 within 90 days of cloeing."' 

I" rd. 
"a ea Cond. 12. 

mm  
nA cond. 16. 

2" sA Cond. 17. 

"2  Id.. 
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The aoint Applicants also agreed to conduct an analyois 

of tneir operational and financial risk to determine the adequacy 

of their existing ring fencing measures, using the ring fencing 

conditions as set forth in a matrix attached to the Settlement 

Agreement, excluding the first three ring fencing conditions 

contained in the matrix."' 

Elkton Gas and its affiliates agreed to comply with the 

atatutes and regulations applicable to Elkton Gas regarding affili-

ate trannactions." 

Southern Company agreed to promptly report to the 

Commisaion any change by at least two of the three major credit 

ratting agenciee of the rating of the senior unsecured long-term 

public debt securities issued by Southern Company, AOL Resources, 

or Divotel by providing the rating letter and related explanatory 

note."' 

Secure Maryland 2mployment 

As offered as a commitment in its Application, the aoint 

Applicants agreed, for at least three years following the closing 

of the Merger, to maintain current employment levels within the 

Maryland workforce supporting Slkton Gael operati3no."1  

"5  SA Cond. 10. 

'4' SA Cand. 19. 
Lll en Cord. zo . 

"7  SA Cond. 21. 
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Maintain Local Corporate Prenenoe/Corporate Governance 

Additionally, as offered in its commitments in its 

Application, the Joint Applicants agreed to maintain Elkton Gass 

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

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

sion of Pivotal." 	Further, the Joint Applicants agreed that 

AGL Resources will continue to have a separate board of ,outeide 

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

Merger.m  

Moat Pnvored Nation Provision"' 

The Joint Applicants agreed, within 60 days after the 

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

Ordors and/or Settlement Stipulations from the jurisdiction which 

they are aeekilig Merger approval following approval in each of the 

juricdictions, along with an analyeis indibating the total dollar 

amount of any direct contomer credit approved in each jurisdiction 

and explaining the valuation of the direct customer credits awarded 

in that juriediction as compared to the value of the benefits 

provided for in paragraphs (2) and (3) of the Settlement Agreement 

(calculated in each cane on a per-dintribution customer baala.) 

The Joint Applieante further agreed that, to the extent, on a per-

distribution customer basis, the direct cuetomer credits provided 

SA Cond. 22. 

1" SA Cond. 23. 

1" SA Cond. 29. 

"I  SA Cond. 25. 
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to customers in othor jurisdictions axe materially wore beneficial 

in the aggregate than the teres included in the Settlement 

Agreement, then the Joint Applicants will be obligated to provide 

additional direct customer credits to 21kton Gee customera 

equivalent co ouch shartall calculated on a per-distribution 

customer basis. 

Further Conditiona, Assertions, and Reservations 

Among the other conditions,.aasertione and reaervationa, 

the Paeties agreed that the Settlement Agreement repreaenta a 

compromise of divergent positions in order to end litigation, and 

ahall nct be regarded as precedent with respect to any future 

case."' 	They agreed that the Commission's acceptance of the 

Settlement Agreement may not be deemed or constitute in any respect 

a determanation by the Commission aa to the merits of any of the 

contentions or allegatione that might be made by any of the Parties 

to the Settlement Agreemene in the absence ot settlemeat."' In the 

event the Commissien does not accept and approve the Settlement 

Agreement in ita entirety, the Settlemene Agreement will he deemed 

withdrawn and void, and che agreement and any matters ansociated 

with ito consideration by the Commission, may not be considered ur 

argued to be a waiver of the righta that any Patty has for a 

decision in the matter."4  

1" eA cond. sleu. 

1" SA Cond. 268. 

"4  511 Cond. 263. 
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Upon unconditional acceptance by the Commission of the 

Settlement Agreement without modification, the Parties agreed to 

waive their respective right to: (1) appeal a proposed order of the 

Public Utility Law Judge to the Commission; (2) seek rehearing of a 

Commission order; aad (3) neek judicial review of a Commission 

order.," 

Conaideration and rindingn 

Under 1 6-105(g)(5) of the Public Utilities Article, the 

Joint Applicants bear the burden of demonstrating that the 

Acquisition is consistent with the public interest, convenience 

and necessity, including benefits and no harm to consumers. 

Section 6-105(g)(2) provides guidance to the Commission on the 

factors that it'must consider to assess whether the Acquiaition is 

in the public interest, convenience and neceseity, including 

benefits and no'harm to the consumer. After its assessment, if the 

Commission finds the Acquisition is in the public interest, 

convenience and necessity, it may either approve the Acquisition 

with or without conditions. If it finds that the Acquieition,is 

not in the public interest, convenience or necessity, it shall deny 

the Acquisition. 

The evidence preeented by the Joint Applicants suggests 

that the Merger will have little, if any impact, on the operations 

of elXton Gas in the near future. The Joint Applicants, however, 

included certain commi:mente to enhance direct benefits to the 

SA Cond. 2611. 
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Elkton Gas customers and co ensnre that no harm to the cuntemers 

resulted trom the Merger. Neither Staff's initial position nor 

OPC's initial poaitton opposed the approval of the Acquisition as 

long as the Commission included certain additional conditions in 

its approval. As a result, the Joint Applicants, OPC and Staff 

were able to negotiate an agreement that appears to balance the 

interests of all the parties and resolves the issues raided by OPC 

and Staff. 

nelow I consider each of the factors aet forth in 

Section 6-105(g)(2) and assesa each, based on the evidence and any 

conditions sought co ensure benefits and no harm to the consumer, 

as weil as the public interest. 

The Potential rmpact of the Acquisition on Rates and 
Charges Paid by Customers and an the Servioes and 
Conditions of Operation of Elkton Gas 

In lts case-in-chief, the Joint Applicauts asserted ttat 

there would be no change in ratee paid by the Maryland customern of 

Elkton Gao as a result of the Merger. Additionally, the Joint 

Applicants committed that Elkton Oas, in a future rate case, would 

not seek to recover iu ite name rates any acquisition premium, 

goodwill or transaction coat that arose as a result of tha Merger. 

According to the Joint Applicants, neither Mt Pest.urcoe nor El%ton 

Gas will issue ddbt or equity in connection with or to fund the 

Mer.ger. The Joint Applicants also indicated that its plan for 

r.perating Elkton Gas would not result in any adverse changee to the 

eervice end conditiono or operation of Elkton G. Furthar, the 
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Joint APPlicants pointed to the conduct of an accelerated 

assessment of the dietribution system to determine the condition of 

the Aldyl-A pipe as a means to increase the safety and reliability 

of Elkton Gas,  pipeline system. 

Both OPC and Staff each initially recommended that the 

Commission condition its approval of the Acquieition with a 

requirement that Elkton'Gas file a base rate case within three to 

four years after the closing of the Merger. The purPoso of the 

filing, according to each of OPC and Staff, is to ensure that the 

Elkton customers receive any benefits of any reduction in costa in 

the event savings and efficiencies result.from the Merger, even 

though,currently none are forecasted, as well as to ensure that 

Elkton Gae does not include the acquisition costs in its rateR. 

The Joint Applicants have agreed that Elkton Gas will file a base 

rate case within two years after the date the Merger closes. 

The filing of a base rate case within two years of the 

Merger closing date may well result in a change in bum rates, but 

I conclude any such change in rates will not be from the recovery 

of costs or expenses associated with thc Merger. Indeed, after the 

Merger.closing, there may be oome synergy savings that are found in 

the first several years after the closing, which then can be flowed 

to the Elkton Gas customers sooner than later. Further, there is 

no evidence in the record that suggests that the current services 

and operatione of E:kton Gas will be materially changed in its 

Maryland service territory as a result of the Merger. 

Additionally, tha Joint Applicants have committed to an 

30 

0000497 

215 



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

Staff RFI 2-17 (NEE) 
Page 216 of 263 

Attachment A 

STATE OBNARYLANO 
PUBLIC SERVICE COlvIMISSION 

Infrastructure Enbaacemenc, which should increase the safety and 

reliebility of SlAton Oas,  distributien eystem In Marylaad. 

Finally. the Joint Applicants have committed to pro-

viding direct customer credits that, in the first two yeers after 

the cloning of the Merger, on an annual basis, redune a customer's 

bill even though the rates remain unchanged. Consequently, the 

customers each receive a benefit as a result of the Merger without 

awaiting the flow throIgh of any potential synergy savings or 

efficiencies that may be found afcer the nlosing. 

Accordingly, I find that tha existing rates or service 

and operation of Elkton aas will not be adversely impacted by 

either the Acquinitloe or the Merger. 

The Potential Impact of the Acquisition on Continuing 
Investment Needs ioz the Maintenaace of Utility 
Services, Plant and Related Infrastructure 

Tbe Joint Applicants asserted that after the Merger, 

AGL Rescurces will continue to Lave adequate accese te capital, 

providing Elkton Gas with the ability to ineeet in necessary 

capital and infrastructure projecte to provide safe, reliable and 

affordable service to its eustomere."3  According to Mr. Beatty and 

Mr. leinginfelter, AGL Reaources and Elkton Gas' core management 

will be retained.'" Additionally, che Jont Applicanta represented 

that the Meeger eaa viewed Uy two of ehe major credit rating 

agencica as ,haeing a rtable or positive iepau.t. en be credit 

U.  eppelcatien st is, 1.7; aingiveseeer Oirnct ,%t 12. 

114  Beattie oiescu au 11, It; Laneenteltee DIzaat at 6, 7 , g. 
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quality of AGL Resources since Southern Company has higher credit 

ratings than those of AGL Resources."'" 	Further, the Joint 

Applicants committed to maintain AGL's board of outeide directors 

for five yeara after the close of Merger. Neither Staff nor OPC 

auggested that there would be any adverse impact of the 

Acquisition/Merger on continuing investment needs for the mainte-

nance of Elkton Gas services, plant and related infrastructure. 

Accordingly, I find that the Acquisition and Lhe merger 

will not adversely impact the continuing investment needs for the 

maintenance of Elkton Gas' services, plant and related 

infrastructure. 	AA a result of the Merger, there may be a 

potential positive impact when and if Elkton Gas requires 

additional capital to inveat in ,its infrastructure because its 

ultimate parent company after the Merger .(Southern Company) -is 

viewed as having greater finanbial strength than that of its 

current parent company, AGL Resourcen. 

The Proposed capital Structure that will ienult from the.  
Acquiaition Including Alloeation of Earnings from Elkton 
one 

The Joint Applicants etate that there will be no impact 

on Elkton Gas' capital otructure, especially as there will be no 

change in the outetanding debt held by either AGL Seeourcea or 

Elkton Gao as a recult of the Merger. A term of the Settlement 

Agreement is that neither AGL Resources or Elkton Gee will issue 

any debt in connection with, ci to fund, the Merger. 

1" Beattie Direct at 19. 
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