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I. INTRODUCTION1

Q. Please state your name and business address.2

A. Henry (Hank) P. Linginfelter, 10 Peachtree Place, Atlanta, Georgia 30309.3

Q. By whom and in what position are you employed?4

A. I am the Executive Vice President in charge of Utility Operations for AGL Resources5

Inc. (“AGL Resources”).  AGL Resources is the parent holding company for six natural 6

gas distribution companies in Florida, Georgia, Maryland, New Jersey, Tennessee, and 7

Virginia.8

Q. What are your duties in your position as Executive Vice President, Utility 9

Operations, at AGL Resources?10

A. My primary responsibility is to oversee and manage the operations of the six distribution 11

companies of AGL Resources.  In that capacity, I am the chairman and CEO of those six12

companies and have responsibility for operations, marketing, customer care, regulatory 13

and legislative affairs, and operational compliance.  I also sit on the policy committee of 14

AGL Resources, which is comprised of the CEO, CFO, General Counsel, the Heads of 15

Human Resources, Engineering, Operations, and Energy Marketing.  Collectively, the 16

policy committee considers and decides on issues related to the direction and strategy for 17

AGL Resources.18

Q. Please summarize your educational background and experience.19

A. I received my undergraduate degree from the Georgia Institute of Technology in 20

Industrial Management.  Later, I earned my MBA from Georgia State University.  I 21

started my career working summers with Atlanta Gas Light while I was in college.  That 22
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experience taught me the fundamentals of utility field work.  Upon obtaining my 23

undergraduate degree, I joined Atlanta Gas Light, full time, in the training program.  24

Through the years, I served in several roles, including region manager, Vice President of 25

Marketing, and Vice President of Rates and Regulation before moving to Virginia upon 26

the acquisition of Virginia Natural Gas (“VNG”) in 2000.  I was named president of 27

VNG, at that time, and worked to integrate that company and deliver high-quality 28

operations and customer service results following AGL Resources’ acquisition.  In 2004, 29

that responsibility expanded to include the roles of President of Elizabethtown Gas in 30

New Jersey and Elkton Gas in Maryland, as well as Senior Vice President of AGL 31

Resources following the acquisition of the NUI Corporation.  Again, in that instance, the 32

primary focus was on integration and maintaining or improving the service customers 33

received and the overall quality of utility operations.  In 2007, I assumed my current 34

responsibility as Executive Vice President of Utility Operations for AGL Resources and 35

as Chairman and CEO for our six utilities.36

Q. Have you previously testified before state regulatory commissions?37

A. Yes, I have provided testimony before the Tennessee Regulatory Authority and the 38

Virginia State Corporation Commission.39

II. ITEMIZED ATTACHMENTS40

Q. Are there any exhibits to your testimony?41

A. Yes, the Agreement and Plan of Merger dated December 6, 2010 (the “Merger 42

Agreement”) is attached as Joint Applicants’ Exhibit 1.1.43



3 Joint Applicants Ex. 1.0

III. PURPOSE OF TESTIMONY AND SUMMARY OF CONCLUSIONS44

Q. What is the purpose of your direct testimony?45

A. My direct testimony will: (1) provide an overview of the merger transaction between 46

AGL Resources and Nicor Inc. (the “Merger”) and how the Merger will impact Northern 47

Illinois Gas Company d/b/a Nicor Gas Company (“Nicor Gas”) (the “Reorganization”); 48

(2) address commitments AGL Resources has made to Nicor Gas’ customers, employees,49

and communities; (3) present the long-term benefits that are expected to inure from this 50

transaction; and (4) identify the applicable requirements under the Illinois Public Utilities 51

Act (the “Act”) and how this transaction meets those requirements.52

Q. Will you please summarize your conclusions?53

A. I believe we have an opportunity with the Merger to create a corporation that will be well 54

positioned to ensure the highest quality of service to our customers at the best possible 55

rates.  This transaction is at the holding company level but the benefits it can bring to the 56

distribution operations in the combined seven states in which we do business are 57

transformational.  AGL Resources operates strong utilities and is committed to ensuring 58

that we provide safe, reliable, and affordable service to our customers.  We bring that 59

commitment to Illinois along with commitments to utility work force, corporate presence 60

and a culture of giving.  61

Through the testimony presented, the Joint Applicants have met the requirements 62

under 7-204(b)(1) – (b)(7) and 7-204(c) of the Act to allow the Illinois Commerce 63

Commission (the “Commission”) to approve the Reorganization.  Accordingly, we ask 64

the Commission to approve the Reorganization.65
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IV. SUMMARY OF PROPOSED REORGANIZATION66

Q. Please provide the Commission with an overview of AGL Resources.67

A. AGL Resources started out as Atlanta Gas Light in 1856 with a charter to provide gas 68

illumination in the city of Atlanta.  Atlanta Gas Light grew steadily throughout the years 69

through organic growth and through the acquisition and integration of smaller municipal 70

gas systems in Georgia.  In 1988, Atlanta Gas Light diversified into Tennessee with the 71

purchase of Chattanooga Gas Company.  In 1996, AGL Resources was formed as a 72

holding company pursuant to the requirements of the now-repealed Public Utility 73

Holding Company Act of 1935 (“PUHCA”).  During that timeframe, AGL Resources 74

also entered into a partnership to create SouthStar Energy, a natural gas retailer originally 75

started to operate in Georgia’s deregulated natural gas market.  In 2000, AGL Resources 76

completed the acquisition of Virginia Natural Gas and formed an energy marketing 77

business, Sequent Energy.  In 2003, Pivotal Energy was formed to operate a propane 78

peaking plant, and also operates Jefferson Island Storage and Hub in Louisiana, which 79

was purchased in 2004.  In 2004, AGL Resources completed the purchase of the NUI 80

Corporation which expanded our distributions operations into Florida, Maryland, and 81

New Jersey.  Today, AGL Resources serves through its six utilities 2.3 million end use 82

natural gas customers; operates over 45,000 miles of transmission and distribution mains 83

and over 42,000 miles of service lines; operates 7.5 billion cubic foot of liquefied natural 84

gas (“LNG”) storage; and holds contracts for its gas distribution business on 12 interstate 85

pipelines throughout the eastern United States.  In addition, corporately we operate 86

storage fields in Louisiana and Texas and we operate one of the 12 largest natural gas 87

marketing companies in the industry.  Today, we describe ourselves as “an energy 88
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services holding company whose principal business is the distribution of natural gas in 89

six states….” (AGL Resources Inc. 2009 Annual Report1).  While we have expanded 90

into several complementary businesses, we have never lost sight of our primary 91

responsibility of providing safe and reliable service through our natural gas distribution 92

business.93

Q. Why did AGL Resources decide to combine with Nicor Inc.?94

A. With a Merger of this size, there were multiple factors that influenced our decision.  First 95

was fit.  Nicor Inc. has a diversified business line and a regulated to non-regulated 96

business ratio nearly identical to that of AGL Resources.  Culturally, the two companies 97

were a nice fit also.  Being the second and third largest pure natural gas distribution 98

companies in the country, both companies are leaders in the natural gas industry on safety 99

and operational efficiency.  Both companies have cultures of giving back to their100

communities through volunteerism and financial support.  When we look at the universe 101

of possible partners, the list is short as to two companies that are as similar as Nicor Inc. 102

and AGL Resources.  Next we focused on scale.  It is our view and experience that 103

consolidation in our industry can provide benefits to utility customers.  Every day the 104

business of natural gas gets more complex.  The sources of natural gas supply are 105

becoming more diverse and so are the means and options to store and transport it. 106

Therefore, the systems to support operations are getting more complex, as are the 107

demands on gas companies to partner with their customers to drive efficient and effective 108

usage of natural gas. These fundamentals are causing companies to find ways to become 109

operationally more efficient to combat the impact these demands have on the cost of 110

                                                
1  http://www.aglresources.com/about/docs/AGL_AR_2009/2009AnnualReport.pdf
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operating the business.  Scale can provide many of the efficiencies and resources needed 111

in the changing landscape.  For example, it is more efficient to develop one system and 112

share that cost over several operating companies than to develop and operate several113

different systems.  So as we combine these two companies we believe we will have an114

opportunity to manage costs better than if each remains separate.  From a Nicor Gas 115

perspective, it means we will be able to maintain rates at the current levels immediately 116

and mitigate potential rate increases in the future.  117

Finally, a major driver for AGL Resources was the ability to combine non-118

regulated operations.  We believe that the opportunity to integrate those businesses can 119

provide substantial commercial and operational improvements early and that integration 120

of operations will provide the opportunity to manage our costs better long term.  121

Q. What is the structure of the Merger?122

A. As provided in the Merger Agreement, AGL Resources agreed to acquire all the 123

outstanding shares of Nicor Inc. in exchange for a combination of cash and AGL 124

Resources stock.  That transaction will occur through a merger between Nicor Inc. and a 125

subsidiary of AGL Resources, whereby ultimately Nicor Gas will become a wholly-126

owned subsidiary of AGL Resources.  Upon completion of the Merger, we will begin the 127

process of integrating the two companies along their segment lines (utility operations, 128

non-regulated businesses and corporate).129

Q. What commitments has AGL Resources made to ensure customers continue 130

receiving the high quality of service they have come to expect from Nicor Gas?131
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A. First, our commitment as a utility operator is to provide high quality, safe and reliable 132

service to our customers.  It is a pleasure to be able to combine AGL Resources with 133

another company that is equally committed to the same principle.  The opportunity to 134

translate those best practices across a larger footprint should bring benefits to our 135

combined 4.5 million customers.  There will be systems and processes that Nicor Gas 136

does better than the AGL Resources’ utilities and some that our existing utilities do 137

better.  We will seek to combine the best practices to the benefit of all our customers 138

from a cost and a service perspective.  In addition, a number of provisions of the Merger 139

Agreement are designed to ensure that Nicor Gas’ customers continue to enjoy the 140

quality of service they have come to expect.  Principal to that is AGL Resources’141

commitments to maintain, for a period of three years following the closing of the 142

Reorganization, the number of full time equivalent employees involved in the operation 143

of Nicor Gas’ gas distribution business at a level comparable to the current level, to honor 144

the existing union contracts and to continue the level of community and charitable giving 145

that Nicor Gas has been providing to the communities it serves in Illinois.  Given that146

Nicor Gas will be the largest single utility in the AGL Resources family of utilities, we 147

also agreed to establish our newly expanded Distribution Operations headquarters in 148

Illinois following the close of the Merger.  In summary, we expect our Nicor Gas 149

customers to receive the same service they are currently enjoying.  Longer term, we 150

expect that the combined company will provide opportunities to offer better service and 151

mitigate future rate increases.  High-quality service at reasonable rates is what Nicor Gas 152

customers have come to expect and we intend on continuing that tradition. 153
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Q. What do you envision the newly expanded Distribution Operations headquarters in 154

Illinois to entail?155

A. AGL Resources’ Distribution Operations will be headquartered in Illinois.  That means 156

that I and a key team will be headquartered in, and will conduct the business of running 157

those operations from Illinois.  AGL Resources has maintained, and will continue to 158

support, the role of utility Presidents to regionally manage the day to day operations of 159

each utility.  I do not expect that to change.  AGL Resources will still be a Georgia 160

corporation with a strong presence in Georgia.  However, as a multi-state operator for 161

many years we are not today, nor will we be in the future, a Georgia-centric company.  162

As we have grown and diversified our geographic footprint, we have done so with 163

a full appreciation of what these utilities mean to the people in the states and 164

communities that they serve.  Our commitment to locate the Distribution Operations 165

headquarters in Illinois was a practical one.  As AGL Resources has grown, we have 166

continually evolved the corporate structure to meet the requirements of the business.  For 167

example, our energy marketing headquarters is in Houston, Texas.  Our Distribution 168

Operations headquarters has been in Atlanta at the site of our largest utility.  Now with 169

that dynamic shifting to Illinois and with the work ahead of us in integrating the two 170

companies, it makes sense for the utility headquarters to be located in Illinois.  Even with 171

that change of location, however, I would expect many functions to continue to be 172

Atlanta-based.  The intent of the Merger is not that Georgia wins and Illinois loses, nor 173

vice versa.  Rather, we intend to create a strong corporation that benefits all the states in 174

which we do business—for our customers, our communities, and our employees.175
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Q. Is there any basis for an immediate change in rates arising from the 176

Reorganization?177

A. No, I do not believe that we should experience any immediate change in rates at Nicor 178

Gas.  Our primary focus is and will be on the successful integration and ensuring that 179

customers continue receiving the highest level of service possible.  The Merger is very 180

different from our previous transactions both in its size and character.  Our commitment 181

to maintain a comparable workforce means a majority of the costs of providing utility 182

service will remain fixed and possibly increase over that three year period.  Long term, I 183

do expect there to be operational benefits that will inure to the benefit of Nicor Gas 184

customers.  185

V. COMPLIANCE WITH REQUIREMENTS OF THE ACT186

Q. Are you familiar with the Act’s requirements related to approval of a utility holding 187

company reorganization in Illinois?188

A. Yes.  I have reviewed Section 7-204, which addresses the Commission’s authority to 189

approve a “reorganization.”  My testimony will focus specifically on Sections 7-190

204(b)(1) – (b)(7) and 7-204(c).  Some of those provisions will be addressed in more 191

detail by other witnesses.  192

Q. Will you please address the requirements in Section 7-204(b)(1)?193

A. Yes.  The first provision under subsection (b) requires the Commission to find that the 194

proposed reorganization will not diminish the utility’s ability to provide adequate, 195

reliable, efficient, safe, and least-cost public utility service.  Nicor Gas is already a strong 196

utility operator.  With the commitment to staffing included in the Merger Agreement, 197
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Nicor Gas will remain a strong utility operator.  In addition, AGL Resources is a large 198

utility operator currently providing service to 2.3 million customers in six states.  We 199

understand these requirements and live them every day.  They are basic tenets of utility 200

operation and ones that we take very seriously.  Joint Applicants’ witnesses201

Rocco D’Alessandro and Anthony McCain explain in their direct testimonies how Nicor 202

Gas meets those requirements today.  (See Joint Applicants Exs. 2.0 and 4.0, 203

respectively).  I am here to provide my commitment that those parameters will not 204

degrade following the Merger.  Based on the facts presented herein, I request the 205

Commission to find that the requirements of Section 7-204(b)(1) have been satisfied.206

Q. Will you please address the requirements in Section 7-204(b)(2)?207

A. Yes.  Under that provision the Commission must find that the proposed reorganization 208

will not result in the unjustified subsidization of non-utility activities by the utility or its 209

customers.  We are proposing to continue the service arrangements already in place for 210

Nicor Gas and to augment them with a shared services arrangement with AGL Services 211

Company (“AGSC”) that already governs the costs being charged to the existing AGL 212

Resources utilities.  (“AGSC Services Agreement”).  The AGSC Services Agreement 213

provides for services to be furnished at cost and has been tested on multiple occasions as 214

competitive as compared to market rates for similar services.  As discussed by Joint 215

Applicants’ witness Elizabeth Reese, AGL Resources was subject to the PUHCA of 1935 216

until its repeal in 2005.  (See Joint Applicants Ex. 5.0).  The AGSC Services Agreement 217

currently in place complied with the requirements under that Act to provide services at 218

cost.  Joint Applicants’ witness Gerald O’Connor also will provide testimony regarding219

how Nicor Gas complies with this requirement under its Proposed Operating Agreement.  220
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(See Joint Applicants Ex. 6.0).  Based on the way in which our combined company will 221

operate, I ask the Commission to find that the requirements under Section 7-204(b)(2) 222

have been met.223

Q. Will you please address the requirements in Section 7-204(b)(3)?224

A. Yes.  Under that provision the Commission must find that costs and facilities are fairly 225

and reasonably allocated between utility and non-utility activities in such a manner that 226

the Commission may identify those costs and facilities which are properly included by 227

the utility for ratemaking purposes.  Again, we are proposing to leave in place the 228

existing, Commission-approved Operating Agreement, subject to limited amendment, 229

which governs transactions between Nicor Gas and its current affiliates.  Joint 230

Applicants’ witness Reese will address how we intend to add on the AGSC Services 231

Agreement and how that structure is transparent and auditable for rate setting purposes.  232

(See Joint Applicants Ex. 5.0).  Joint Applicants’ witness O’Connor will address the 233

proposed modifications to the current Operating Agreement, which we propose to use 234

going forward.  (See Joint Applicants Ex. 6.0).  Again, given the facts presented in this 235

filing, I ask the Commission to find that the requirements of Section 7-204(b)(3) have 236

been satisfied. 237

Q. Will you please address the requirements in Section 7-204(b)(4)?238

A. Yes.  Under that provision, the Commission must find that the proposed reorganization 239

will not significantly impair the utility’s ability to raise necessary capital on reasonable 240

terms or to maintain a reasonable capital structure.  Financing utility operations has 241

always been a strength of AGL Resources.  Joint Applicants’ witness Stephen Cave will 242

address utility financing post-merger and further address the requirements under 243
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Section 7-204(b)(4).  (See Joint Applicants Ex. 3.0).  Based upon the testimony of Joint 244

Applicants’ witness Cave, I ask the Commission to find that the requirements under 245

Section 7-204(b)(4) have been met.  (Id.)246

Q. Will you please address the requirements in Section 7-204(b)(5)?247

A. Yes.  Under that provision, the Commission must find that the utility will remain subject 248

to all applicable laws, regulations, rules, decisions, and policies governing the regulation 249

of Illinois public utilities.  Nicor Gas will remain an Illinois public utility subject to all of 250

the same utility laws, rules, regulations, decisions, and policies that currently govern its 251

operations.  Joint Applicants’ witnesses D’Alessandro and O’Connor also address this 252

issue.  (See Joint Applicants Exs. 2.0 and 6.0, respectively).  Accordingly, the 253

Commission should find that the requirements of Section 7-204(b)(5) are satisfied.254

Q. Under the requirements in Section 7-204(b)(6), the Commission must find that the 255

proposed reorganization is not likely to have a significant adverse effect on 256

competition in those markets over which the Commission has jurisdiction.  Have 257

you considered that requirement?258

A. Yes.  While Joint Applicants’ witness O’Connor will address the state of competition in 259

the Nicor Gas service territory (see Joint Applicants Ex. 6.0), AGL Resources through its 260

utility operations does operate in jurisdictions with differing degrees of unbundling and 261

rate structures.  Those range from fully unbundled with a straight fixed variable rate 262

design in Georgia to retail choice programs in New Jersey to a more traditionally 263

regulated fully bundled service model in Virginia.  Thus, AGL Resources can appreciate 264

the gas distribution model in Illinois and intends to take no action that would have a 265
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significant adverse effect on that market.  I ask the Commission to find that the 266

requirements under Section 7-204(b)(6) have been met.267

Q. Will you please address the requirements in Section 7-204(b)(7)?268

A. Yes.  Under that provision the Commission must find that the proposed reorganization is 269

not likely to result in any adverse rate impacts on retail customers.  As stated in the Joint 270

Application, Nicor Gas is not seeking to change the rates to its customers.  As discussed 271

earlier in my testimony, the result of merging best practices should provide long-term 272

benefits to our customers.  As such, I ask the Commission to find that this Reorganization273

is not likely to result in any adverse rate impacts on Nicor Gas’ retail customers.274

Q. In order to approve the Reorganization under Section 7-204(c), the Commission 275

must rule on (i) the allocation of any savings resulting from the proposed 276

reorganization; and (ii) whether the companies should be allowed to recover any 277

costs incurred in accomplishing the proposed reorganization and, if so, the amount 278

of costs eligible for recovery and how the costs will be allocated.  Will you please 279

address these requirements?280

A. Yes.  Joint Applicants’ witness Reese will address the specific requirements under 281

Section 7-204(c).  (See Joint Applicants Ex. 5.0).  Generically, we have not identified any 282

immediate net savings to Nicor Gas from the Reorganization, particularly given the 283

commitments made regarding the workforce. In addition, in order to capture the long-284

term benefits, we will incur a significant amount of costs.  As a general policy matter, we 285

would expect to be able to recover these costs as an offset to any net savings identified.286

But again, we have not identified immediate net savings.  Given that (i) there are no 287

savings allocable to Nicor Gas resulting from the Reorganization, and (ii)   we are not 288
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seeking recovery of costs related to the Reorganization, there is nothing for the289

Commission to rule with respect to Section 7-204(c).290

VI. WITNESS TOPICS291

Q. How is the direct testimony of the Joint Applicants presented?292

A. In addition to the Merger overview and integration plan that I have set forth, there are 293

five additional witnesses who will testify.  294

 Rocco D’Alessandro is Executive Vice President of Operations for Nicor Gas.  295
Mr. D’Alessandro will address how the commitments made as part of this 296
transaction will ensure that we continue to deliver a high level of service to our 297
customers.  Specifically, he will (1) provide a description of Nicor Gas’ service 298
territory and current operations; (2) outline the current and  historic performance 299
of Nicor Gas in providing safe, reliable and low-cost efficient service to the 300
communities it serves; and (3) explain that the proposed Merger between AGL301
Resources and Nicor Inc. will not diminish Nicor Gas’ ongoing ability to provide 302
adequate, reliable and efficient service to its customers.303

 Stephen Cave is AGL Resources’ Vice President of Finance and Treasurer.  304
Mr. Cave will address the financial strength of the combined corporation post-305
closing and will explain how Nicor Gas will fund its capital requirements 306
following the completion of the Reorganization.307

 Anthony McCain is Vice President of Field Operations for Nicor Gas.  308
Mr. McCain will address: (1) Nicor Gas’ transmission and distribution operations; 309
(2) generally, Nicor Gas’ history with the International Brotherhood of Electrical 310
Workers (“IBEW”) and the current contract with IBEW; and (3) the impact of the 311
proposed Merger on Nicor Gas’ ongoing commitment to providing safe and 312
reliable service in relation to the requirement of Section 7-204(b)(1) of the Act.313

 Elizabeth Reese is AGL Resources’ Vice President of Operational Planning and 314
Analysis. Ms. Reese will discuss the specifics regarding the shared services 315
agreement that will need to be approved by the ICC to allow AGSC to recover the 316
fair and reasonable costs from Nicor Gas for certain services.  In addition, she will 317
testify to the specific accounting entries that may be necessary as a result of the 318
Reorganization.319

 Gerald O’Connor is Senior Vice President Finance and Strategic Planning for320
Nicor Gas.  Mr. O’Connor will present testimony on the Proposed Operating 321
Agreement and other agreements.  Mr. O’Connor also will testify that (1) the 322
Reorganization will not have a significant adverse effect on competition in the 323
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markets over which the Commission has jurisdiction; (2) the Reorganization is 324
not likely to result in any adverse rate impacts on retail customers; (3) Nicor Gas 325
will continue to remain subject to all applicable laws, regulations, rules, decisions 326
and policies governing public utilities in Illinois; and (4) costs and facilities will 327
be fairly and reasonably allocated between utility and non-utility activities so that 328
the Commission can identify Nicor Gas’ costs and facilities for ratemaking 329
purposes.330

VII. CONCLUSION331

Q. Does this conclude your direct testimony?332

A. Yes.333
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