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IN RE:
ATMOS ENERG

DOCKET NO. WRU-04-26-222
¥ CORPORATION :

05-13-04

ORDHR APPROVING SETTLEMENT AND GRANTING WAIVER

(Issued August 12 , 2004)

On June [i8, 2004, Atmos Energy Corparation (Atmos) filed with the Utilities

Board (Board) o
§§ 476.76 and 4

request for a waiver of the filing requirements of lowa Code

76.77 (2003), and 189 |AC 32 for the propased acquisition of TXU

Gas Company (JIXU). The statutory provisions and Board rules require that utility

reorganizations

hvolving acquisitions be submitted ta the Board far review. The

statutes and Bofrd rules aflow these prbvisions to be waived if the Board finds that

review is not neg¢

Bssary in the public interest. Atmos is acquiring the assets of TXU

and will be rem:ﬂed 1o file a proposal for reorganizatian unless the Board grants the

waiver. The fili
On July 4,
additional suppdi
all of the operat
and common e
On July J

Justice {Consurg

i2:0B

has been jdentified as Docket No. WRI-04-28-2232,
2004, Atrnes made a supplemental filing in which 1t provided
1 for the waiver request. Atmos is proposing to acquire substantially

ins of TXU far $1.925 biliion using a combination of short-term debt

lity. Atmos anticipates obtaining permanent financing in 2005.

| 2004, the Consumer Advacate Division of the Depanment af

er Advocata) filed a conditionai ohjection 10 the waiver request.
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Consumet Advolate indicated it had dentified cenain issues that needead 1o be

aadressed beforp it coula support the waver request.

On Juiy 1B, 2004, Atmos and Consumer Advocate filed a settlement

3

agreement for BRard approval. The settlementis intended to resolve all outstanding

issues hetween [Lonsumer Advocate and Almos concerning the waiver request.

Under the tarms|of the settlemaent, Atmos agrees to insulate lowa customers from

any adverse imgact on rates, services, or service guality resulting directly from the

acquisiton of T)DU. AlMOs agreas never 1o aiempr 1a recover from lowa customers

any portion of thE

acquisition premium of transaction costs resuiting from the

acquisition of TYU. Atmos agrees ta accept any reasonable ratemaking treatment by

the Boara, inclug

ng a hypothetical capital structire and capital costs, designed to

insutate lowa cultomers from any adverse impact from the acquisition of TXU.

Finally, Atmos a
community activ
Subruie 1
unless the setl
and in the pubirg
Ammas and Cong
Atmos fo protecy
proviges a pasis

costs of the acgy

12:08

rees that it will not reduce any of its charitable contributions,

ies, or civic suppon effons in iowa. |

0 IAC 7.2(11) provides that the Board will not approve a senjement
ent is reasanabie in light of the whale record, consistém with law,
nerest. The Board has ccnsidsred the settiemant presented by
mer Advocate and finds that it 1s reasonabte. The agreement of

fowa cust;::mers from any adverss effects of the acquisition of TXU

for prevenung iewa customers from naving 10 pay for any of the

Isition, including any effect an capilal structure or Costs.
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The poter

tial for adverse effects from the acquisition exist since two rating

of the additional
debt rating woui

ensure that any

ried 10 be cansidering reducing the debt rating of Atmas because
orrowing required for the acquisition. Any downward change in the
likely increase borrowing costs. The terms of the settiement

nereased barrowing casts wilt not be passed an 10 lowa ralepayers.

The Board findslihe settlement is reasonable, consistent with law, and in the public

interest.

Pursuantlio lowa Code § 478.77{4}. the Board may waive the filing

requirements ofﬂ 476.77 if the Board finds a review of the reorganization is not

necessary in the

public interest. In ruje 188 IAC 1.3 the Beard has adopted four

criteria for cons]: ering a waiver request. Although these criteria are not directly

applicable 10 a §

analysis. The fq

476.77 waiver request, they pravide a useful framewark for

(r critefia are; 1) the application of the rule would pose an undue

hardship on thelrequesting party; 2) the waiver would not prejudice the substantial

rights of any pe

statute or.anot

an; 3) the provisions of the rule are not specifically mandated by

r provision of iaw; and 4) substantally equai protection of public

heaith, safely, 4 d walfare will be afforded by a maans other than that prescribed in

the rule.

In the supplemental fiting, Atmas stated that it would suffer undue haraship if

required 1o expg
proposal requirg

4,750 customed

12-08

hd the time and rasources to make the filing of a recrganization
o by the statute and Board rules. Atrmas pointed out that it has only

L in jowa out of 1.7 million customers in 12 states. mMaving 10 pursué
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a full reorganizafipn praceeding in fowa would cause an undue delay in the

acquisition and B

e disproportionate to the size of the Atmos operations in lowa.

Atmos alg states that the waiver would nat prejudice ine substantial legal

rights of any perfon, the provisions to be waived are nnt specifically mandated by

stawte, and subftantially equal protection of public heatth, safety, and welfare will be

affarded by a mlans other than the provisions subject to the waiver.

The Boar

a complete reorg

finds that it would be an undue hardship 1o require Atmos to make

anization filing and go through a proceeding, especially since the

semlement protefts the imerests of lowa custamers. The Board also finas that the

other thrae criter

5 in rule 189 JAC 1.3 are satisfied.

Based uppn the appmval of the settliement and satisfying the four criteria in

niie 199 IAC 1.3

not necassary in|

he Baard ﬁnds that a review of the acqulsuion of TXU by Atmas is

the public interest. The settlement agreement provides reasonable

assurances thatfa downward adjustment in debt rating ar other adverse sffect fram

the acquisition Il not affect iowa cusbmers.

lowa Co
requirements of
nat necessary tg
seflleament agreg
not necessary in

requirements.

}2:08
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§ 476.77 allows the Board to exempt a utility from the filing

he statute if the Board finds that a review of the rearganizatian is -
protect the public interest. The Board finds, in light of the

ment, that 3 review of the proposed acquisition of TXU by Atmos i

the public interest. The Roard will grant the waiver of the filing
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[T [S THEREFORE ORDERED:

1. Thjettlement agreement filed by the Consumer Advocate Division of

the Department

approved.

Justice and Atmos Energy Corporation on July 19, 2004, is

2, The waiver request filed by Atmas Energy Corporation on June 18,

2004, is granted.

3. Arlos Energy Corporation shall notify the Board wnen the acquisition

is eompleted.

ATTEST:

UTILITIES BOARD

Execuéfe Secretpry E

Dareg at Des Mo

hes, lowa, this 12th day of August, 2004.
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