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In the Matter of the Application of Laclede SSion

Gas Company for an Order Authorizing

Its Plan to Restructure Itself Into a Holding
Company, Regulated Utility Company, and
Unregulated Subsidiaries

Case No. GM-2001-342

UNANIMOUS STIPULATION AND AGREEMENT

COME NOW Laclede Gas Company (“Laclede” or “Company’), the Staff of the
Missouri Public Service Commission (“Staff”), the Office of the Public Counsel (“Public
Counsel"”) the Paper, Allied-Industrial, Chemical, and Energy Workers Local Nos. 5-6
and 5-194, AFL-CIO ( collectively known as “PACE"), and Barnes-Jewish Hospital,
DaimlerChrysler Corporation, The Doe Run Company, Emerson Electric Company, Lone
Star Industries, Inc., River Cement Company, SSM HealthCare, and Unity Health System
(collectively known as the "Missouri Energy Group"), and represent to the Missouri
Public Service Commission (“Commission”) that they have reached a Unanimous
Stipulation and Agreement (héreinafter “Stipulation™) or otherwise resolved all of their
differences in the above-captioned case. For their Stipulation, each of the parties
identified above, with the exception of the Missouri Energy Group (hereinafter “the

Parties™) state as follows:'

!'The Missouri Energy Group are signing this Stipulation solely for purposes of indicating to the
Commission that they neither support nor oppose the Stiputation and that such Stipulation may therefore be
treated as Unanimous pursuant to the Commission's Rules of Practice and Procedure.



SECTION I
BACKGROUND

1. On December 1, 2000, Laclede filed a Verified Application with the
Commission in which it requested that the Commission issue an Order authorizing the
Company to restructure itself into a holding company, regulated utility company and
unregulated subsidiaries (hereinafter "the Proposed Restructuring").

2. As described in that Verified Application, under its present corporate
structure, Laclede Gas Company is the parent corporation of a number of unregulated
subsidiaries, including Laclede Development Company, which has its own subsidiary
Laclede Venture Corp.; Laclede Investment Corporation, which has two subsidiaries,
Laclede Energy Resources, Inc. and Laclede Gas Family Services, Inc.; and Laclede
Pipeline Company. Laclede has also created two other subsidiaries, The Laclede Group,
Inc., and its subsidiary, Laclede Acquisition Inc., to facilitate the Proposed Restructuring.
The organization chart presented below shows Laclede’s present corporate structure:
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3. Upon completidn of the Proposed Restructuring, The Laclede Group, Inc.
would become the parent holding company. Laclede Gas Company and the remaining
unregulated subsidiaries would, in turn, become separate and independent subsidiaties of
The Laclede Group, Inc. This Proposed Restructuring would be accomplished pursuant
to a procedure commonly known as a “Reverse Triangular Merger.,” Under that
procedure, Laclede Acquisition Inc. would be merged into Laclede Gas Companty. Upon
completion of the merger, Laclede Acquisition Inc. would no longer exist. The Laclede
Group, Inc. would then hold all of the common stock of Laclede Gas Company as well as
the other subsidiaries. The Organizational Chart presented below depicts this structure
that would be in place following the Proposed Restructuring.
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4, As discussed in the Verified Application, the Proposed Restructuring does
not involve the transfer of any utility assets currently owned by Laclede Gas Company or
any change in the terms and conditions of the regulated utility services provided by

Laclede.
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5. On December 29, 2000, and February 27, 2001, applications to intervene
in this proceeding were filed by PACE and the Missouri Energy Group, respectively.
Both applications to intervene were subsequently granted by the Commission.

0. On January §, 2001, the Commission issued notice of Laclede's
Application and established a deadiine for parties wishing to intervene in this proceeding.
By subsequent Order dated February 13, 2001, the Commission scheduled a prehearing
conference for the purpose of permitting the parties to engage in settlement discussions
and, if necessary, to develop a procedural schedule for addressing any remaining,
unresolved issues. The prehearing conference was subsequently held on March 13, 2001.

7. As a result of their discussion both during and following the prehearing
conference in this case, the Parties have agreed to a resolution of all of the issues in this
case, and hereby stipulate and agree as follows:

SECTION II
APPROVAL OF PROPOSED RESTRUTURING

1. The Parties (except PACE) recommend that the Commission grant the
relief requested by the Company in its Verified Application. Specifically, the Parties
(except PACE) recommend that the Commission issue an Order, as soon as practicable ,
authorizing the Company to restructure itself into a holding company, regulated utility
company and unregulated subsidiaries, as more fully described in the Company's Verified
Application, and to perform and complete any transactions required to effectuate the
Proposed Restructuring.

2. The Parties further recommend that such approval be conditioned on the
agreements, understandings and requirements set forth in Sections I1I, IV, V, VI and VII

of this Stipulation and Agreement. Provided such approval is so conditioned, PACE does



not object to the Commission granting the relief requested by the Company-in its Verified

Application,
SECTION III
FINANCIAL, CONDITIONS
1. The Laclede Group, Inc. represents that it does not intend to take any

action that has a material possibility of having a detrimental effect on Laclede Gas
Company's utility customers, but agrees that, should such detrimental effects neverthless
occur, nothing in the approval or implementation of the Proposed Restructuring shall
impair the Commission's ability to protect such customers from such detrimental effects.

2. Laclede Group, Inc. will not pledge Laclede Gas Company’s common
stock as collateral or security for the debt of the Holding Company or a Subsidiary
without Commission approval.'

3. Laclede Gas Company will not guarantee the notes, debentures, debt
obligations or other securities of the Holding Company or any of its subsidiaries, or enter
into any “make-well” agreements without prior Commission approval.

4, The Laclede Group, Inc. agrees to maintain consolidated equity of no less
than 30 percent of its fotal permanent consolidated capitalization and Laclede Gas
Company agrees to maintain its equity at no less than 35% of its total capitalization,
unless they are unable to do so due to events or circumstances beyond their control,
including, but not limited to, acts of God, war, insurrection, strikes, civil unrest, material
changes in market conditions that could not have been reasonably anticipated, or changes
in the application, character or impact of laws, taxing requirements, regulations, or
regulatory practices and standards governing the Company's regulated operations, Total

capitalization is defined as common equity, preferred stock, long-term debt, and short-
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term debt, excluding short-term debt supporting natural gas and propane inventories,
purchased gas costs and cash working capital. Common equity is defined as par value of
common stock, plus additional paid in capital, plus retained earnings, minus treasury
stock. The Laclede Group, Inc. and Laclede Gas Company agree to notify the Staff and
Public Counsel in the event they become aware of any material possibility that either or
both companies will be unable to maintain their respective equity ratios. In the event
either Company's equity ratio should fal]rbelow these specified levels, Laclede Gas
Company shall file a plan with the Commission within 90 days of such occurrence
proposing alternatives for raising the ratios to or above the levels specified herein,

5. Laclede Gas Company shall submit quarterly to the Staff's Financial
Analysis Department and Public Counsel certain key financial ratios that will be
calculated, to the extent practical, consistent with the methodology employed by Standard
and Poor's Credit Rating Service. These key financial ratios shall include:

(a) Pre-tax interest coverage;

(b)  After-tax coverage of interest and preferred dividends;

(c) Funds flow interest coverage;

(d)  Funds from operations to total debt;

(¢)  Total debt to total capital (including preferred); and

(f) Total common (%quity to total capital.

6. Laclede Gas Company’s total long-term instruments payable at periods of
more than twelve months shall not exceed Laclede Gas Company's regulated rate base.

7. Laclede Gas Company agrees to maintain its debt and, if outstanding, its

preferred stock rating at an investment grade credit rating, unless it is unable to do so due
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to events or circumstances beyond its control, including, but not limited to, acts of God,
war, insurrection, strikes, civil unrest, material changes in market conditions that could
not have been reasonably anticipated, or changes in the application, character or impact
of laws, taxing requirements, regulations, or regulatory practices and standards governing
the Company’s regulated operations. Laclede Gas Company agrees to notify the Staff and
Public Counsel in the event it becomes aware of any material possibility that it will not be
able to maintain such a credit rating with any established agency that typically rateé
Laclede's debt. In the event Laclede Gas Company's credit rating should fall below
investment grade, Laclede shall file a plan with the Commission within 90 days of such
occurrence proposing alternatives for raising its credit rating above investment grade.

8. The Laclede Group, Inc and Laclede Gas Company agree that the
Commission has, and will continue to have, the authority afier the Proposed
Restructuring to regulate, through the lawful exercise of its current statutory powers, any
direct or indirect transfer or disbursement of earnings from Laclede Gas Company to an
affiliate that would jeopardize the Company's ability to meet its utility obligations. The
Laclede Group, Inc, and Laclede Gas Company also agree that the Commission has the
authority, through the lawful exercisq of its ratemaking powers, to ensure that the rates
charged by Laclede Gas Company for regulated utility service are not increased as a
result of the unregulated activities of Laclede's affiliates and Laclede agrees, consistent
with such standard, that rates should not be increased due to such activities.

SECTION1V
ACCESS TO INFORMATION CONDITIONS

1. The Laclede Group, Inc. and Laclede Gas Company shall provide the Staff

and Public Counsel with access, upon reasonable wriiten notice during normal working



hours and subject to appropriate confidentiality and discovery procedures, to all writien
information provided to common stock, bond, or bond rating analysts, which directly or
indirectly pertains to Laclede Gas Company or any affiliate that exercises influence or
control over Laclede Gas Company or has affiliate transactions with Laclede Gas
Company. Such information includes, but is not limited to, reports provided to, and
presentations made to, common stock analysts and bond rating analysts. For purposes of
this condition, "written" information includes but is not limited to, any written and
printed material, audio and videotapes, computer disks, and electronically stored
information. Nothing in this condition shall be deemed to be a waiver of The Laclede
Group, Inc.'s or Laclede Gas Company's right to seek protection of the information or to
object, for purposes of submitting such information as evidence in any evidentiary
proceeding, to the relevancy or use of such information by any party.

2. Upon request, Laclcdc Gas Company and The Laclede Group, Inc. agree
to make available to StafY, Public Counsel and PACE, upon written notice during normal
working hours and subject to appropriate confidentiality and discovery procedures, ail
books, records and employees of The Laclede Group, Inc., Laclede Gas Company and its
affiliates as may be reasonably required to verify compliance with the CAM and the
conditions set forth in this Stipulation and Agreement and, in the case of PACE, to ensure
that it continues to have the same degree and kind of access to information relevant to the
investigation and processing of grievances and the enforcement of collective bargaining
agreements, whether from affiliates or otherwise, as it currently has under Laclede's
existing corporate structure. In addition to following standard discovery procedures,

Staff's and Public Counsel's access to bargaining unit employees shall also be conditioned



on Staff and Public Counsel providing reasonable notice to the employee’s Union of their
intent to seek such access and the right of such employee to be represented by the Union,
Laclede Gas Company and The Laclede Group, Inc. shall also provide Staff and Public
Counsel any other such information (including access to employees) relevant to the
Commission's ratemaking, financing, safety, quality of service and other regulatory
authority over Laclede Gas Company, provided that Laclede Gas Company and any
affiliate or subsidie‘u'y of The Laclede Group, Inc. shall have the right to object to such
production of records or personnel on any basis under applicable law and Commission
rules, excluding any objection that such records and personnel of affiliates or
subsidiaries: (a) are not within the possession or control of Laclede Gas Company; or
(b).are either not relevant or are not subject to the Commission's jurisdiction and statutory
authority by virtue of or as a result of the implementation of the Proposed Restructuring,

3. Laclede Gas Company, each affiliate and The Laclede Group, Inc. will
maintain records supporting its affiliated transactions for at least five yeats.

SECTION V
COMMISSION AUTHORIZATION CONDITIONS

1. The Laclede Group, Inc. agrees that it will not, directly or indirectly,
acquire or merge with or allow itself to be acquired by or merged with, a public utility or
the affiliate of a public utility, where the affiliate has a controlling interest in a public
utility, or scek to become a registered holding company, or take any action which has a
material possibility of making it a registered holding company or of subjecting allor a
portion of its Missouri intrastate gas distribution operations to FERC jurisdiction, without
first requesting and, if considered by the Commission, obtaining prior approval from the

Commission and a finding that the transaction is not detrimental to the public, provided



that for purposes of acquisitions by the Holding Company only, public utility shall mean
a natural gas or electric public utility.

2. Laclede Gas Company shall not sell, lease, assign or transfer to any
affiliate or third party any of its utility assets that are used and useful in the performance
of Laclede's public utility obligations without obtaining Commission approval.

SECTION VI
COST ALLOCATION MANUAIL CONDITIONS

1. Upon implementstion of the Proposed Restructuring, transactions
involving transfers of goods or services between Laclede Gas Company and one or more
of the Company's affiliated entities shall be conducted and accounted for in compliance
with the provisions of a Cost Allocation Manual ("CAM") which shall be submitted to
Staff, Public Counsel and PACE on or before April 15‘a 2003, and on an annual basis
thereafter. The CAM shall be in the form contained in the direct testimony of Patricia A.
Krieger, provided that the CAM, and the information that the Company is required to
maintain and submit thereunder, shall be revised and supplemented within 120 days of
the approval of this Stipulation and Agreement to include any and all of the following
information as required to administer, audit and verify the Transfer Pricing and Costing
Methodologies set forth in Section VIII of the CAM or such other Transfer Pricing and
Costing Methodologies as may become applicable to the Company in the future:

(2)  Forall Laclede Gas Company functions that will provide support to

nonregulated affiliates and the holding company:
(1) A list and déscription of each function;
(2)  The positions and numbers of employees providing each function,

and

10



(b)

(c)

(d)

(e)

®

(3)  The procedures used to measure and assign costs to nonregulated
affiliates and the holding company for each function.

A list and description of each service and good that will be provided to

Laclede Gas Company from each affiliate and the holding company.

A list and description of each service and good that will be provided by

Laclede Gas Company to each affiliate and the holding company.,

The dollar amount of each service and good charged to each affiliate and

the holding company by Laclede Gas Company, and the total cost related

to each service and good listed.

The dollar amount of each service and good purchased from each affiliate

and the holding company by Laclede Gas Company, and the total cost

related to each service and good listed.

A detailed discussion of the basis for determining the charges from

Laclede Gas Company and each affiliate and the holding company,

including:

(1)  If costs are allocated, a detailed description of the allocation
process employed for each service and good;

(2)  Detailed descriptions of how direct, indirect and common activities
are assigned for each service and good;

(3) A detailed description of how market values are determined for

each service and good; and
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(4) A detailed discussion of the criteria used fo deterrnine whether
volume discounts and other pricing considerations are provided to
Laclede Gas Company, affiliates, and the holding company.

(g)  For each line of business that will be engaged in by Laclede Gas Company
with non-affiliated third party customers following formation of a holding company and
that would not reasonably be considered as a component of its regulated utility business,
Laclede shall provide:

(1) Alist and description of each nonregulated activity;

(2)  The total amount of revenues and expenses for each nonregulated
activity for the last calendar year; and

3) A listing of all Laclede Gas Company cost centers and/or functions
that directly assign cost, indirectly assign cost and/or allocate cost
to each nonregulated activity engaged in by Laclede Gas Company
with non-affiliates.

2, Laclede agrees to make compliance with the procedures and requirements
set forth in the CAM and the other terms of this Stipulation and Agreement a standard
element of its Code of Conduct and to provide employee training and oversight in a
manner that is reasonably designed to achieve such compliance. Laclede will conduct
regularly scheduled audits to confirm compliance with its CAM and will annually review
and update the CAM where necessary and submit such updates with its next CAM filing.
Laclede will identify a function or position with responsibility for enforcing and updating

the CAM.
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3. As part of its CAM submittal, Laclede Gas Company will provide a list of
all jurisdictions in which Laclede Gas Company, the holding company, affiliates, and
service company, if formed, ﬂic affiliate transaction information.

4. As part of its CAM submittal, Laclede Gas Company will also provide
Organizational Chatts for The Laclede Group, Inc. (corporate structure), Laclede Gas
Company and any other affiliate doing business with Laclede Gas Company and a copy
of the annual holding company filing the Laclede Group, Inc. is required to file with the
Securities and Exchange Commission.

SECTION VII ,
MISCELLANEQUS CONDITIONS

1. Laclede Gas Company will not seck to recover any costs related to the
Proposed Restructuring from ratepayers. These costs will be identified, described and
accounted for in a manner that would enable the Staff and Public Counsel to seek
disallowance from rates, if necessary, in a future proceeding.

2. Laclede Gas Company will provide the Staff and Public Counsel with an
explanation for any final reorganization journal entry that deviates by more than ten
percent (10%) from the estimated proforma entries provided in Exhibit 4 of the
Application. Copies of the actual journal entries will be provided to the General
Counsel’s Office no later than thirty days following the preparation of the final merger
closing entries.

3. The Laclede Group and its affiliates (including Laclede) will provide the
following documents to Staff and Public Counsel on an annual basis:

(a)  Allnew, revised and updated business plans for The Laclede Group and

its affiliates (including Laclede);
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(d)

(c)

4,

Descriptions of any and all joint marketing/promotional campaigns
between Laclede and The Laclede Group and any of its affiliates;
Narrative description of all products and services offered by The Laclede
Group and its affiliates (including Laclede), provided that Laclede shall
not be required to provide narrative descriptions of its tariffed products
and services;

All information provided under this subsection shall be considered “highly
confidential” or “proprietary” as those terms are used in 4 CSR 240-2.08S,
and shall be treated as highly confidential or proprietary information by
the Staff and Public Counsel;

The Laclede Group, Inc. and its affiliates (including Laclede) shall also
notify Staff, Public Counsel and PACE in the event and at such time as
they commence a line of business that neither Laclede nor its affiliates
were actively engaged in at the time of the Proposed Restructuring. Such
notification can take the form of public announcements, press releases or
other means of notification provided to the parties,

Laclede Gas agrees to notify the Staff, Public Counsel, and PACE in the

event and at such time as any decision is made to transfer any department or function

relating to the Company’s provision of regulated utility services from the regulated gas

corporation to a non-regulated affiliated entity or other third party; provided that nothing

herein shall be construed as limiting or modifying in any manner any notice or other

requirement Laclede may have relating to the transfer of bargaining unit employees or the

work performed by such employees putrsuant to the existing collective bargaining unit
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agreements between Laclede and Pace or applicable federal labor law. At the time of its
anhual CAM filing, Laclede will also provide Public Counsel, Staff and PACE
information detailing the name, job description, and transfer dates of any employees that
were permanently or temporarily transferred between Laclede and any affiliate during the
preceding fiscal year.

5. Nothing in this Stipulation and Agreement shall be deemed to change in
any way any of the rights and obligations of Laclede Gas Company or PACE under.the
collective bargaining agreements between them or under any non-PSC law, and by
entering into this Stipulation and Agreement, neither Laclede Gas Company or PACE
waives any such rights.

6. Nothing in this Stipulation and Agreement or the implementation of the
Proposed Restructuring shall affect in any way the scope of any existing ratemaking
authority the Commission has over Laclede Gas Company relating to activities
undertaken by Laclede Energy Resources or Laclede Pipeline Company prior to
implementation of the Proposed Restructuring or over ratemaking issues that may arise as
the result of the formation of a service company.

SECTION VIII
STANDARD PROVISIONS

1. This Stipulation represents a negotiated settlement for the purpose of
disposing of all of the identified issues in this case. None of the Parties to the Stipulation
shall have been deemed to have approved or acquiesced in any ratemaking, procedural or
legal principle, any method of cost determination or cost allocation, or any service or

payment standard, and none of the Parties shall be prejudiced or bound in any manner by
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the terms of this Stipulation in any other proceeding, except as otherwise expressly
specified herein.

2. In the event the Commission approves this Stipulation and Agreement, all
of the prefiled testimony submitted by the Parties in this proceeding may be received into
evidence, and the Parties waive their respective rights to cross-examination, to submit
oral argument or briefs, and their rights to judicial review of such determination.

3. The Staff shall file suggestions or a memorandum in support of this
Stipulation and Agreement and the other parties shall have the right to file responsive
suggestions. All memoranda submitted by the Parties shall be considered privileged in
the same manner as are settlement discussions under the Commission’s rules; shall be
maintained on a confidential basis by all Parties; and shall not become a part of the record
of this proceeding or bind or prejudice the Party submitting such memorandum in any
future proceeding or in this proceeding, whether or not the Cominission approves this
Stipulation. The contents of any memorandum provided by any Party are its own and are
not acquiesced in or otherwise adopted by the other signatories to this Stipulation,
whether or not the Commission approves and adopts this Stipulation.

4, The Staff shall have the right to provide, at any agenda meeting at which
this Stipulation is noticed to be considered by the Commission, whatever oral explanation
the Commission requests; provided that the Staff shall, to the extent reasonably
practicable, promptly provide other Parties with advance notice of when the Staff shall
respond to the Commission’s request for such explanation once such explanation is

requested from the Staff. Staff’s oral explanation shall be subject to public disclosure,
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except to the extent it refers to matters that are privileged or protected from disclosure
pursuant fo any protective order in this case.

5. The agreements contained in this Stipulation have resulted from extensive
negotiations among the Parties and are interdependent. In the event the Commission does
not approve or adopt the provisions of this Stipulation in total, then this Stipulation shall
be void and no signatory shall be bound by any agreements or provisions hereof,

6. To assist the Commission in its review and consideration of this
Stipulation, the Parties also request that the Commission advise them of any additional
information that the Commission may desire from the Parties relating to the matters
addressed in this Stipulation, including any procedures for furnishing such information to

the Commission.
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WHEREFORE, the signatories hereto respectfully request that the Commission

approve this Unanimous Stipulation and Agreement as expeditiously as possible.

Respectfully submitted,

Weckaet C. Bodocnt

o

Michael C. Pendergast %lé&

Assistant Vice President
Associate General Counsel
Laclede Gas Company

720 Olive Street, Room 1520
St. Louis, MO 63101

(314) 342-0532 Phone

gzmm Fax

Dz[mglas E. Micheel #38371
Senior Public Counsel

Office of the Public Counsel
P.O. Box 7800

Jefferson City, MO 65102-7800

(573) 751-5560 Phone
(573) 751-5562 Fax

i (. Pargersatont
Robert C., Johnson% @7515;

Lisa C. Langeneckert #49781
Attorneys for Missouri Energy Group
Law Office of Robert C. Johnson
720 Olive Street, Suite 2400

St. Louis, Missouri 63101

(314) 345-6441 Phone

(314) 588-0638 Fax

Clif@n//mdgrass #52302

Senior General Counsel
Commission Staff

P.O. Box 360

Jefferson City, MO 65102
(573) 751-7431 Phone
(573) 751-9285 Fax

Qa— @J é‘;’ &
J argond #29227

Attorney For Intervenors

Local 5-6 and Local 5-194

Suite 200

7730 Carondelet Avenue

St. Louis (Clayton), Missouri 63105
(314) 727-1015 Phone

(314) 727-6804 Fax

_&.aﬂ 7 m cﬂ/a}ﬂ
Gerald T, McNeive, Jr., % M

Senior Vice President

For The Laclede Group, Inc.
720 Olive St

St. Louis, Mo. 63101

(314) 342-0508
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CERTIFICATE OF SERVICE

Michael C. Pendergast, Assistant Vice-President, Associate General Counsel for Laclede
Gas Company, hereby certifies that the foregoing Unanimous Stipulation and Agreement
has been duly served upon all parties of record to this proceeding by placing a copy

thereof in the United States mail, postage prepaid, or by hand delivery, on this 9" day of

July 2001:

Douglas E. Micheel

Sentor Public Counsel

Office of the Public Counsel
P.0. Box 7800

Jefferson City, Missouri 65102

Jan Bond

Attorney for Intervenors

Local 5-6 and Local 5-194

7730 Carondelet Avenue, Suite 200
St. Louis (Clayton), Missouri 63105

Robert C. Johnson

Lisa C. Langeneckert

Attorneys for Missouri Energy Group
Law OQffice of Robert C. Johnson
720 Olive Street, Suite 2400

St. Louis, Missouri 63101

Dan K. Joyce

General Counsel

Missouri Public Service Commission
P.O. Box 360

Jefferson City, Missouri 65102

Cliff Snodgrass

Senior General Counsel/Commission Staff
Missouri Public Service Commission

P.O. Box 360

Jefterson City, Missouri 65102

Gerald T, McNeive, Jr.
Senior Vice President

for The Laclede Group, Inc.
720 Olive Street

St. Louis, Missouri 63101

. ferld

es M. Fischer
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