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Witness and Schedule Identification 1 

Q. Please state your name and business address. 2 

A. My name is Dianna Hathhorn.  My business address is 527 East Capitol Avenue, 3 

Springfield, Illinois 62701. 4 

 5 

Q. By whom are you employed and in what capacity? 6 

A. I am currently employed as an Accountant in the Accounting Department of the 7 

Financial Analysis Division of the Illinois Commerce Commission (“Commission” 8 

or “ICC”). 9 

 10 

Q. Please describe your professional background and affiliations. 11 

A. I am a licensed Certified Public Accountant.  I earned a B.S. in Accounting from 12 

Illinois State University in 1993.  Prior to joining the Commission in 1998, I worked 13 

as an internal auditor for another Illinois state agency for approximately 3½ years.  14 

I also have 1½ years experience in public accounting for a national firm. 15 

 16 

Q. Have you previously testified before any regulatory bodies? 17 

A. Yes.  I have testified on several occasions before the Commission. 18 

 19 

Q. What is the purpose of your testimony in this proceeding? 20 

A. The purpose of my testimony is to present my analysis and recommendations on 21 

issues presented by the application for authority to engage in a reorganization and 22 

to enter into an agreement filed by The Southern Company (“Southern Company”), 23 
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AGL Resources Inc. (“AGL Resources”), and Northern Illinois Gas Company d/b/a 24 

Nicor Gas Company (“Nicor Gas”)  (collectively, the “Joint Applicants” or “JA”)  25 

Specifically, my testimony addresses (a) whether the proposed reorganization 26 

complies with the requirements set forth in paragraphs (2) and (3) of Section 7-27 

204(b) of the Public Utilities Act (“Act”); and (b) whether the Commission should 28 

approve the affiliated interest agreements which the Joint Applicants seek approval 29 

under Sections 7-101 and 7-204A(b) of the Act.   30 

 31 

Attachments 32 

Q. Have you included any attachments as part of your direct testimony? 33 

A. No. 34 

 35 

Affiliate Interest Transactions 36 

Q. Under Section 7-204(b)(2)-(3), what decisions must the Commission make in 37 

this case regarding affiliated interest transactions? 38 

A. The Commission must make two findings concerning affiliated interest 39 

transactions, which address 1) unjustified subsidization of non-utility activities by 40 

the utility or its customers and 2) the fair and reasonable allocation of costs and 41 

facilities between the utility and non-utility activities.  In addition, the Commission 42 

must approve the affiliated interest agreement that enables the Commission to 43 

make the two findings concerning affiliated interest transactions.   44 

The finding required by Section 7-204(b)(2) of the Act states: 45 

 … In reviewing any proposed reorganization, the Commission must 46 
find that: . . . (2) the proposed reorganization will not result in the 47 
unjustified subsidization of non-utility activities by the utility or its 48 
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customers; 49 

 And, the finding required by Section 7-204(b)(3) of the Act states: 50 

… In reviewing any proposed reorganization, the Commission must 51 
find that:. . .  (3) costs and facilities are fairly and reasonably 52 
allocated between utility and non-utility activities in such a manner 53 
that the Commission may identify those costs and facilities which 54 
are properly included by the utility for ratemaking purposes; 55 

 The Joint Applicants request approval of their Proposed Operating Agreement 56 

(“Proposed OA”).  (JA Ex. 2.1.)  In addition, the JA agree to maintaining seven 57 

previous commitments regarding affiliate related transactions and propose one 58 

additional commitment.  (JA Ex. 1.2, Commitments #15 through #22.)  Finally, the 59 

JA request approval of a Tax Allocation Agreement and a proposed Amendment 60 

to the Tax Allocation Agreement. (JA Amended Application, par. 2 and 4.) 61 

 62 

Q. How do the Joint Applicants address affiliated interest transactions and the 63 

Proposed OA? 64 

A. Joint Applicants’ witness Henry P. Linginfelter addresses the issue of whether 65 

costs and facilities will be fairly and reasonably allocated. (JA Ex. 2.0, 15-18.) Joint 66 

Applicants have requested approval of minor modifications to their affiliate 67 

agreement, which was approved in Docket No. 11-0046, to ensure that the 68 

proposed reorganization will not result in any inappropriate allocations of costs. 69 

The Proposed OA is a two-way agreement that provides the mechanism for 70 

charges between Nicor Gas and affiliates, including charges from Nicor Gas to 71 

AGL Services Company (“AGSC”).  The Proposed OA includes various reporting 72 

and auditing requirements approved in Docket No. 11-0046.  The modifications 73 
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reflect that AGL Resources will no longer have publicly traded common stock. 74 

 75 

Q. What is your recommendation concerning the Proposed OA? 76 

A. Since the Joint Applicants have agreed to maintain the conditions the Commission 77 

imposed previously on the Operating Agreement, I recommend the Commission 78 

approve the JA’s Proposed OA. 79 

 80 

Q. Will the Joint Applicants be subject to other affiliated interest transactions 81 

agreements? 82 

A. Yes.  The AGL Services Agreement, which was approved in Docket No. 11-0046 83 

and governs how common costs are allocated from AGSC to Nicor Gas, will remain 84 

in effect (JA Ex. 2.0, 15.) and as stated above, the Joint Applicants agree to 85 

maintain all prior commitments regarding the AGL Services Agreement.  Further, 86 

Joint Applicants witness Mark S. Lantrip discusses Southern Company Services, 87 

Inc. (“SCS”) and SCS’s possible transactions with AGSC.  The Joint Applicants 88 

provided a form services agreement between SCS and AGSC (JA Ex. 3.1.) which 89 

the JAs are not seeking approval of.  (Application, par. 31.)  SCS engages an 90 

external audit firm to perform an annual review of the allocation process to ensure 91 

costs were billed in accordance with the methodologies accepted by the Federal 92 

Energy Regulatory Commission and allocated on a cost causative basis.  (JA 93 

Response to Staff Data Request (“DR”) DLH 1.04.)  The Joint Applicants have 94 

committed to file with the Commission, for informational purposes, the final form of 95 

the service agreement between Southern Company Services and AGL Services 96 
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Company as soon as practicable after they have finalized the terms and conditions 97 

of that agreement.  (JA Ex. 1.2, #22.)   98 

 99 

Q. Do the Joint Applicants request approval of a tax allocation agreement? 100 

A. Yes.  The Joint Applicants plan to add AGLR companies, which includes Nicor 101 

Gas, to its Tax Allocation Agreement Among Members of the Southern Company.  102 

The Joint Applicants request approval of this agreement and their proposed 103 

amendment to the Tax Allocation Agreement (adding the AGL Resources 104 

companies, including Nicor Gas) in their amended application.  (Amended 105 

Application, ¶ 2, 4.)  I recommend the Commission approve the proposed Tax 106 

Allocation Agreement and the proposed amendment.  I further recommend the 107 

Commission order JA to file it on the ICC’s e-Docket system in Docket No. 15-0558 108 

within thirty (30) days of the execution date and send a copy of the same to 109 

AccountingMgr@icc.illinois.gov.   110 

 111 

Q. Do you have any other concerns regarding the Sections 7-204(b)(2) and 7-112 

204(b)(3) findings? 113 

A. Yes.  Since Nicor Gas will potentially receive services from SCS through AGSC 114 

(JA Ex. 3.0, 3:61-68.), it is important that the costs associated with these services 115 

be transparently reported.  Therefore, I recommend the Commission order JA to 116 

file annually on the date it is due at the FERC the FERC Form 60:  Annual Report 117 

of Centralized Service Companies for Southern Company Services Inc. on the 118 

ICC’s e-Docket system in Docket No. 15-0558, and send a copy of the same to 119 
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AccountingMgr@icc.illinois.gov.  The Joint Applicants agreed with this condition in 120 

response to Staff DR DLH 6.03. 121 

 122 

Q. What is your recommendation regarding the Sections 7-204(b)(2) and 7-123 

204(b)(3) findings? 124 

A.  If the Joint Applicants agree with my two new proposed conditions discussed 125 

above, along with the eight affiliated interest agreement related conditions 126 

proposed by JA (JA Ex. 1.2, Commitments #15 through #22), I recommend that 127 

the Commission find that the Joint Applicants are in compliance with Section 7-128 

204(b)(2) of the Act, such that the proposed reorganization will not result in the 129 

unjustified subsidization of non-utility activities by the utility or its customers; and 130 

that the Joint Applicants are in compliance with Section 7-204(b)(3) of the Act, 131 

such that costs and facilities are fairly and reasonably allocated between utility and 132 

non-utility activities in such a manner that the Commission may identify those costs 133 

and facilities that are properly included by the utility for ratemaking purposes. 134 

 135 

Summary 136 

Q. Please summarize your recommendations concerning the findings that the 137 

Commission should make in its Order for this proceeding with respect to 138 

Sections 7-204(b)(2) and 7-204(b)(3) of the Act. 139 

A. I recommend the Commission make the following findings: 140 

1) That the Joint Applicants are in compliance with Section 7-204(b)(2) 141 

of the Act, such that the proposed reorganization will not result in the 142 
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unjustified subsidization of non-utility activities by the utility or its 143 

customers; and 144 

2) That the Joint Applicants are in compliance with Section 7-204(b)(3) 145 

of the Act, such that costs and facilities are fairly and reasonably 146 

allocated between utility and non-utility activities in such a manner 147 

that the Commission may identify those costs and facilities that are 148 

properly included by the utility for ratemaking purposes. 149 

 150 

Q. Please summarize your recommendations regarding the proposed affiliated 151 

interest agreements. 152 

A. I recommend the Commission approve under Section 7-101 and 7-204A(b) the 153 

Joint Applicants’ Proposed Operating Agreement, proposed Tax Allocation 154 

Agreement (Amended Application, Attach. A), and proposed amendment to the 155 

proposed Tax Allocation Agreement (Amended Application, Attach. B). 156 

 157 

Q. Please summarize the conditions you are recommending the Commission 158 

require as a condition of its approval of the proposed reorganization. 159 

A. I recommend the Commission make its approval of the proposed reorganization 160 

contingent upon the following conditions: 161 

1) Joint Applicants shall file the final amended executed Tax Allocation 162 

Agreement on the ICC’s e-Docket system in Docket No. 15-0558 163 

within thirty (30) days of the execution date and send a copy of the 164 

same to AccountingMgr@icc.illinois.gov;  165 
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2) Joint Applicants shall file annually on the ICC’s e-Docket system in 166 

Docket No. 15-0558, a copy of the FERC Form 60:  Annual Report 167 

of Centralized Service Companies for Southern Company Services 168 

Inc., on the date it is due at the FERC and send a copy of the same 169 

to AccountingMgr@icc.illinois.gov; 170 

3) Nicor Gas shall continue to abide by the Conditions set forth in the 171 

Commission’s Order in Docket No. 11-0046 pertaining to the terms, 172 

conditions and implementation of the Operating Agreement and 173 

Services Agreement (JA Commitment #15); 174 

4) Nicor Gas shall conduct an annual internal audit of the Services 175 

Agreement, in the manner set forth in the Order in Docket No. 11-176 

0046 (JA Commitment #16); 177 

5) Nicor Gas shall conduct a triennial cost study of the services 178 

provided under the aforementioned Services Agreement, in the 179 

manner set forth in the Order in Docket No. 11-0046 (JA 180 

Commitment #17); 181 

 6) Nicor Gas shall make an annual filing of a Billing Report for the 182 

aforementioned Services Agreement, in the manner set forth in the 183 

Order in Docket No. 11-0046 (JA Commitment #18); 184 

7) Sequent Energy Management, LP will not be a party to Nicor Gas’ 185 

Operating Agreement (JA Commitment #19); 186 

8) There will be no right of last refusal for Sequent Energy 187 

Management, LP on spot purchases (JA Commitment #20); 188 
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9) The Joint Applicants will consult with Staff and shall receive 189 

Commission approval before the Joint Applicants sign an asset 190 

management agreement (JA Commitment #21); and 191 

10)   The Joint Applicants will file with the Commission, for informational 192 

purposes, the final form of the service agreement between Southern 193 

Company Services and AGL Services Company as soon as 194 

practicable after they have finalized the terms and conditions of that 195 

agreement (JA Commitment #22). 196 

 197 

Conclusion 198 

Q. Does this question end your prepared direct testimony? 199 

A. Yes. 200 
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