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Q. Please state your name and business address. 1 

A. My name is Harold L. Stoller.  My business address is 527 East Capitol Avenue, 2 

Springfield, Illinois, 62701. 3 

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

A. I am employed by the Illinois Commerce Commission ("Commission") as Director of 5 

the Energy Division of the Commission Staff. 6 

Q. Please state your educational background and professional experience. 7 

A. I obtained a B.A. in 1966 and a J.D. in 1969 from the University of Illinois at 8 

Champaign-Urbana.  I then received an M.S.B.A. from Boston University in 1979, 9 

and I received an LL.M. in Energy and Environmental Law from Tulane University 10 

in 1990. 11 

 I was commissioned in the U.S. Navy in October 1969 as a member of the Navy 12 

JAG Corps.  I retired from the Navy in August 1990 and joined the Commission 13 

Staff in September 1990, serving first as counsel in the General Counsel’s office.  I 14 

spent just over seven years in the General Counsel’s office, working primarily with 15 

Illinois energy utilities on Illinois issues and on Federal energy matters.  I was 16 

appointed as Manager of the Energy Division (“EDIV”) in November 1997 and have 17 

remained in that position since then. 18 

Q. Have you previously testified before the Commission? 19 

A. Yes, I have. 20 
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Q. What is the purpose of your testimony? 21 

A. I will identify witnesses for the Staff of the Illinois Commerce Commission (“Staff”) 22 

who are providing direct testimony in this case and briefly summarize the positions 23 

those witnesses are taking in their direct testimony.  I will also provide testimony 24 

respecting future applicability of Illinois law, regulations, rules, decisions and 25 

policies to the utility following conclusion of this docket. 26 

Q. Please identify the Staff witnesses who are providing direct testimony in this 27 

proceeding. 28 

 Mr. Richard Bridal, of the Accounting Program of the Financial Analysis Division 29 

(“FAD”), is providing Staff Exhibit 7.0,  Ms. Dianna Hathhorn of the Accounting 30 

Program in FAD is providing Staff Exhibit 8.0,  Ms. Rochelle Phipps of the Finance 31 

Program of FAD is providing Staff Exhibit 9.0,  Dr. David Rearden of the Policy 32 

Program in EDIV is providing Staff Exhibit 10.0,  Mr. Mark Maple of the Engineering 33 

Program in EDIV is providing Staff Exhibit 11.0 and Mr. Darin Burk, Manager of the 34 

Pipeline Safety Program in EDIV, is providing Staff Exhibit 12.0. 35 

Q. What is Staff’s overall recommendation? 36 

A. For reasons identified in the summaries below, Staff cannot recommend that the 37 

Commission should make certain required statutory findings, and therefore 38 

recommends the reorganization be denied. 39 

Q. Please summarize Staff Exhibit 7.0, Mr. Bridal’s direct testimony. 40 
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A. Mr. Bridal addresses the issues raised in Section 7-204(c) of the Public Utilities 41 

Act (“PUA” or “Act”): 42 

 (c)The Commission shall not approve a reorganization without 43 
ruling on: (i) the allocation of any savings resulting from the 44 
proposed reorganization; and (ii) whether the companies should be 45 
allowed to recover any costs incurred in accomplishing the 46 
proposed reorganization and, if so, the amount of costs eligible for 47 
recovery and how the costs will be allocated. 48 

           In the event that the Commission approves the reorganization, Mr. Bridal 49 

recommends that the Commission make the following ruling pursuant to Section 50 

7-204(c): 51 

1)   All savings resulting from the proposed reorganization shall be flowed 52 

through directly to ratepayers (Section 7-204(c)(i) of the Act); and 53 

            2)   Any costs incurred in accomplishing the proposed reorganization in this or 54 

any future proceeding shall not be recoverable through Illinois jurisdictional 55 

regulated rates (Section 7-204(c)(ii) of the Act). 56 

Q. Please summarize Staff Exhibit 8.0, Ms. Hathhorn’s direct testimony. 57 

A. Ms. Hathhorn testifies regarding the standards identified in Section 7-204(b)(2), that 58 

is, that “the proposed reorganization will not result in the unjustified subsidization of 59 

non-utility activities by the utility or its customers” and in Section 7-204(b)(3) of the 60 

Act, that is, that ”costs and facilities are fairly and reasonably allocated between 61 

utility and non-utility activities in such manner that the Commission may identify 62 

those costs and facilities which are properly included by the utility for ratemaking 63 

purposes.”  Ms. Hathhorn testifies that the proposed reorganization does not 64 
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support a finding that the two statutory standards identified previously have been 65 

met.  However Ms. Hathhorn identified conditions that would address her concerns 66 

and concluded that subject to the imposition of the identified conditions, the 67 

Commission should approve the Services Agreement, Tax Allocation Agreement 68 

and proposed accounting treatment of the reorganization.  Ms. Hathhorn further 69 

identified an additional condition to the recommendations identified in ICC Staff 70 

Exhibits 1.0 and 3.0, and concluded that she would have no further objections to 71 

the Operating Agreement with the imposition of same. 72 

Q. Please summarize Staff Exhibit 9.0, Ms. Phipps’ direct testimony. 73 

A. Ms. Phipps testifies that the Joint Applicants will not satisfy the standard in Section 74 

7-204(b)(4), that is, that “the proposed reorganization will not significantly impair the 75 

utility’s ability to raise necessary capital on reasonable terms or to maintain a 76 

reasonable capital structure,” unless the Commission requires the Joint Applicants 77 

to maintain a separate credit facility for Nicor Gas.  Ms Phipps also recommends a 78 

reporting requirement for Nicor Gas in connection with the proposed condition to 79 

satisfy the standard under Section 7-204(b)(4). 80 

 Ms. Phipps also testifies that, due to the incremental risk that results from Nicor 81 

Gas’ non-utility affiliates, the proposed reorganization will not satisfy the standard 82 

under Section 7-204(b)(7) unless the Joint Applicants present, and the Commission 83 

approves, a reasonable methodology for eliminating adverse rate impacts 84 
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associated with a decline in Nicor Gas’ credit ratings in future ratemaking 85 

proceedings.   86 

 Ms. Phipps recommends a reporting requirement to address the requirements of 87 

Section 6-103. 88 

 Finally, Ms. Phipps recommends revisions to Nicor Gas’ short-term borrowing 89 

addendum that would bring it into compliance with the Commission’s rules in 83 Ill. 90 

Adm. Code 340 governing money pooling agreements. 91 

Q. Please summarize Staff Exhibit 10.0, Dr. Rearden’s direct testimony. 92 

A. Dr. Rearden testifies that the merger complies with the standard in the Act under 93 

Section 7-204(b)(6), that is, that “the proposed reorganization is not likely to have a 94 

significant adverse effect on competition in those markets over which the 95 

Commission has jurisdiction” with respect to the small volume transportation 96 

market.  He had insufficient information to complete his analysis for the traditional 97 

transportation market and will address that market in his rebuttal testimony.  Dr. 98 

Rearden also testifies that he recommends approval of the four proposed 99 

agreements with Sequent and Nicor Gas that were filed in this docket because 100 

those agreements are in a standard form, that is, the agreements do not set prices 101 

and, therefore, do not violate the standard of Section 7-204(b)(2) which is that “the 102 

proposed reorganization will not result in the unjustified subsidization of non-utility 103 

activities by the utility or its customers.”  Dr. Rearden recommends that, the 104 

Commission should condition any finding that the proposed reorganization will not 105 
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result in the unjustified subsidization of non-utility activities by the utility or its 106 

customers under Section 7-204(b)(2) or that costs and facilities are fairly and 107 

reasonably allocated between utility and non-utility activities in such a manner that 108 

the Commission may identify those costs and facilities which are properly included 109 

by the utility for ratemaking purposes under Section 7-204(b)(3) on excluding 110 

Sequent from the OA. It is Dr. Rearden’s position that, while the four proposed 111 

agreements which he recommends that the Commission find do not violate the 112 

standard of Section 7-204(b)(2) permit only routine transactions between Nicor Gas 113 

and Sequent, any other transactions between Sequent and Nicor Gas should be 114 

governed by a separate agreement specifically filed with the Commission for 115 

approval.  Finally, Dr. Rearden recommends that, if the Commission approves the 116 

merger, and the merged company wants to enter into an asset management 117 

agreement with any other company, any proposed asset management agreement 118 

should be developed in consultation with the Commission Staff and opened up for 119 

bidding by all interested marketers.   120 

Q. Please summarize Staff Exhibit 11.0, Mr. Maple’s direct testimony. 121 

A. Mr. Maple testifies regarding whether or not the Joint Applicants have 122 

demonstrated that the Commission can find that they have met the standard in 123 

Section 7-204(b)(1) of the Act, that is, that “the proposed reorganization will not 124 

diminish the utility’s ability to provide adequate, reliable, efficient, safe and least-125 

cost public utility service.”  Mr. Maple testifies that the Joint Applicants have 126 
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provided him very little in the way of due diligence reports and that the Joint 127 

Applicants have told him that they have not completed any system integration 128 

studies.  Mr. Maple concludes that, because of the lack of information he has been 129 

able to secure from the Joint Applicants, he recommends that the Commission 130 

decline to make a finding that the proposed reorganization will not diminish Nicor’s 131 

ability to provide adequate, reliable, efficient, safe and least-cost public utility 132 

service.   Because there is insufficient information to make that required finding, he 133 

also recommends that the Commission decline to approve the reorganization. 134 

Q. Please summarize Staff Exhibit 12.0, Mr. Burk’s direct testimony. 135 

A.  Mr. Burk testifies about Staff’s position regarding the direct testimony of  the Joint 136 

Applicants  as it relates to the Joint Applicants’ ability to meet the requirements of 137 

Section 7-204(b)(5) of the Act.  Section 7-204(b)(5) requires that “the utility remain 138 

subject to all applicable laws, regulations, rules, decisions and policies governing 139 

the regulation of Illinois public utilities.“ 140 

 Mr. Burk’s testimony specifically discusses how AGL Resources and Nicor Gas  141 

plan to ensure long term compliance with the federal pipeline safety standards 142 

codified under 49 CFR Sections 191, 192, 193, and 199 and adopted by the State 143 

of Illinois pursuant to 83 Ill. Adm. Code 590.  Mr. Burk testified that the Joint 144 

Applicants’ testimony does not adequately detail how Nicor Gas and AGL plan to 145 

do this.  Additionally, responses to data requests have also demonstrated a lack of 146 
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commitment by Nicor Gas and AGL about how to ensure compliance with pipeline 147 

safety laws. 148 

 Mr. Burk requested and reviewed Notices of Probable Violation (“NOPV”) issued to 149 

the AGL subsidiaries for the time period 2005 – 2010.    Mr. Burk also testifies that 150 

quality assurance activities implemented by Nicor Gas have significantly reduced 151 

the number of violations discovered by Commission Staff.  Mr. Burk testifies that 152 

retention of local knowledge is a key element to ensuring the integrity management 153 

of the natural gas system and recommends that AGL be required to maintain 154 

current staffing levels in the various programs used by Nicor Gas to ensure code 155 

compliance for a period of not less than 10 years.    156 

Q. What is your position with respect to Section 7-204(b)(5) of the Public Utilities 157 

Act? 158 

A. Section 7-204(b)(5) of the Act requires that the Commission must find, in order to 159 

approve a proposed reorganization, that, among other things, “the utility will remain 160 

subject to all applicable laws, regulations, rules, decisions and policies governing 161 

the regulation of Illinois public utilities.” 162 

 I have read the testimony of Mr. Henry P. Linginfelter, (Joint Applicants Ex. 1.0), Mr. 163 

Rocco J. D’Alessandro (Joint Applicants Ex. 2.0) and Mr. Gerald P. O’Connor, 164 

(Joint Applicants Ex. 6.0), and it is my conclusion that the Commission can find, as 165 

required by the law, that the utility will remain subject to all applicable laws, 166 

regulations, rules, decisions and policies governing Illinois public utilities.  Subject to 167 
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the conditions recommended by Staff witness Mr. Burk, I believe that Mr. 168 

Linginfelter succinctly expresses my position when he says, at lines 250 through 169 

252 on page 12 in his testimony, that “Nicor Gas will remain an Illinois public utility 170 

subject to all of the same utility laws, rules, regulations, decisions and policies that 171 

currently govern its operations.” 172 

Q.  Does this conclude your testimony? 173 

A.  Yes, it does. 174 


