     STATE OF MISSOURI

        PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 27th day of March, 2003.

In the Matter of the Application of Southern 
)

Union Company d/b/a Missouri Gas Energy 
)


for Authority to Acquire Directly or Indirectly, 
)

Up to and Including One Hundred Percent 
)

(100%) of the Equity Interests of Panhandle 
)
Case No. GM-2003-0238
Eastern Pipeline Company, Including its  
)

Subsidiaries, and to Take All Other Actions  
)

Reasonably Necessary to Effectuate Said 
)

Transaction


)

ORDER APPROVING STIPULATION AND AGREEMENT AND APPROVING APPLICATION

This order approves a stipulation and agreement regarding the application of Southern Union Company d/b/a Missouri Gas Energy for authority to acquire the equity interests of Panhandle Eastern Pipeline Company.  The order also grants Southern Union Company the authority it requests, subject to the conditions set out in the stipulation and agreement.

On January 13, 2003, Southern Union Company d/b/a Missouri Gas Energy filed an application asking the Commission for authority to acquire, directly or indirectly, up to and including one hundred percent of the equity interests of Panhandle Eastern Pipeline Company, including its subsidiaries.  On January 16, the Commission issued an order that provided notice of Southern Union’s application to all parties to Missouri Gas Energy’s most recent rate case, to the County Commission of each county in MGE’s service territory, to the members of the General Assembly who represent the counties in MGE’s service territory, and to the newspapers that serve the counties in MGE’s service territory.  The Commission’s order also established an intervention deadline of January 24, 2003.  

On January 31, the Commission issued an order approving the requests to intervene of the Municipal Gas Commission of Missouri, Laclede Gas Company, Union Electric Company d/b/a AmerenUE, the Missouri Attorney General on behalf of the State of Missouri, Enbridge Pipelines, and the Midwest Gas Users’ Association.  Later, on February 11, Local 5-348 of Paper, Allied-Industrial, Chemical and Energy International Union (PACE) was allowed to intervene.  Also on February 11, the Commission permitted Kansas City Power & Light Company to intervene out of time.  On February 24, the Commission established a procedural schedule leading to a hearing beginning on March 26.  Southern Union, Staff, Public Counsel, and Kansas City Power & Light Company filed written testimony before the hearing.  

On March 25, Southern Union filed a stipulation and agreement signed by Southern Union, Staff, and Public Counsel.  A copy of the stipulation and agreement is attached to this order.  The stipulation and agreement indicates that the parties agree that the Commission should approve Southern Union’s application to acquire the equity interests of Panhandle Eastern Pipeline Company.  However, the stipulation and agreement asks the Commission to condition its approval of the application on several requirements to be imposed on Southern Union.  The specific conditions are set out in the stipulation and agreement and will not be repeated in this order.  However, in general, the conditions relate to the following categories as set out in the stipulation and agreement: 

1) Customer service standards; 

2) Insulation of Southern Union’s MGE operating division from Panhandle business;

3) Insulation of Southern Union’s Missouri customers from any possible adverse consequences associated with the transaction; 

4) Affiliate transaction rules; 

5) Incentive compensation; 

6) Interstate and intrastate transportation and storage costs;

7) Assumption of risks;

8) Cost allocation manual;

9) Southern Star Central investment;

10) Divest Energy Worx;

11) Adherence to Missouri rules;

12) No detrimental impact;

13) Commission authority;

14) Access to information;

15) Commitments and representations are Missouri jurisdictional; and

16) Prefiled testimony to be received into evidence.   

Staff filed suggestions in support of the stipulation and agreement on March 25. 

No party other than Southern Union, Staff, and Public Counsel has signed the stipulation and agreement.  However, Commission rule 4 CSR 240-2.115(2) provides that the Commission can treat a non-unanimous stipulation and agreement as a unanimous stipulation and agreement if no party objects.  When the hearing convened on March 26, the Commission took up and granted requests from Enbridge Pipelines and Paper, Allied-Industrial, Chemical and Energy International Union, Local 5-348 (PACE)  to withdraw as parties.  The Municipal Gas Commission of Missouri was previously granted leave to withdraw as a party.  Kansas City Power & Light Company, Union Electric Company d/b/a AmerenUE, Midwest Gas Users’ Association, and the Missouri Attorney General on behalf of the State of Missouri each filed a notice on March 25 indicating that they did not object to the stipulation and agreement and did not request a hearing.  Laclede Gas Company filed a pleading on March 26 indicating that it neither supports nor opposes the stipulation.  Laclede also waived its right to a hearing.  All non-signatory parties have either indicated that they do not object to the stipulation or agreement or have been dismissed from the case.  Therefore the stipulation and agreement will be treated as a unanimous stipulation and agreement. 

At the hearing on March 26, the Commission questioned the parties about the stipulation and agreement.  In a response to a question, Southern Union agreed that it would provide the Staff of the Missouri Commission, as well as the Office of the Public Counsel, with the same reports and information that it is obligated to provide to the Massachusetts Department of Telecommunications and Energy by an order issued by that body on February 19, 2003.

In the stipulation and agreement, contingent upon the Commission’s acceptance of the stipulation and agreement, the parties waive their rights to cross‑examine witnesses, to present oral argument or briefs, to have the transcript read by the Commission, and to judicial review.  The Commission has the legal authority to accept a stipulation and agreement as offered by the parties as a resolution of issues raised in this case, pursuant to Section 536.060, RSMo 2000.

After reviewing the stipulation and agreement of the parties, Staff’s suggestions in support of that stipulation and agreement, and the evidence submitted by the parties, the Commission finds that the stipulation and agreement filed on March 25 should be approved.  The Commission also finds that the transaction by which Southern Union will acquire the assets of Panhandle Eastern Pipeline Company, as conditioned by the stipulation and agreement, is not detrimental to the public interest.

The stipulation and agreement requests that the Commission approve the transaction and the stipulation and agreement as soon as possible and further that the Commission’s order be made effective by April 1, if possible.  However, at the hearing, counsel for Southern Union indicated that the Federal Trade Commission has not yet approved the transaction.  Without approval from the FTC, Southern Union will be unable to close the transaction before April 1.  Therefore, Southern Union would prefer that this order be given the customary ten-day effective date, even though the effective date of the order will be after April 1.   
IT IS THEREFORE ORDERED:
1. That the Stipulation and Agreement filed on March 25, 2003, is approved, and the signatory parties are ordered to comply with its terms.   

2. That the application of Southern Union Company d/b/a Missouri Gas Energy for authority to acquire, directly or indirectly, up to and including one hundred percent of the equity interests of Panhandle Eastern Pipeline Company, including its subsidiaries, is granted, subject to the terms of the stipulation and agreement approved in paragraph 1.

3. That Southern Union Company d/b/a Missouri Gas Energy is authorized to directly or indirectly acquire up to and including one hundred percent of the equity interests of Panhandle Eastern Pipeline Company, including its subsidiaries, and to otherwise accomplish the transaction as permitted by the terms of the Purchase and Sale Agreement, Appendix 5 to the Application, subject to the terms of the stipulation and agreement approved in paragraph 1.

4. That Southern Union Company d/b/a Missouri Gas Energy is authorized to enter into, execute and perform in accordance with, or as may be permitted by or result from, the terms of the Purchase and Sale Agreement, Appendix 5 to the Application, subject to the terms of the stipulation and agreement approved in paragraph 1.

5. That Southern Union Company d/b/a Missouri Gas Energy is authorized to enter into, execute and perform in accordance with, or as may be permitted by or result from, the terms of all other documents and to take any and all other actions which may be reasonably necessary and incidental to the performance of the transaction, subject to the terms of the stipulation and agreement approved in paragraph 1.

6. That this order shall become effective on April 6, 2003.

BY THE COMMISSION

( S E A L )

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

Simmons, Ch., Murray, Lumpe and Forbis, CC., concur

Gaw, C., concurs, concurrence to follow 

Woodruff, Senior Regulatory Law Judge

1
6

