
S T A T E   O F   M I C H I G A N 

 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 

 

* * * * * 

 

In the matter of the joint application of ) 

CONTINENTAL ENERGY SYSTEMS LLC, SEMCO   ) 

HOLDING CORPORATION, SEMCO ENERGY, ) 

INC., SEMCO PIPELINE COMPANY, SEMCO GAS ) 

STORAGE COMPANY, ALTAGAS LTD. and ) 

ALTAGAS UTILITY HOLDINGS (U.S.) LLC, for )  Case No. U-16969 

approval, pursuant to MCL 460.6q, for the transfer ) 

of SEMCO ENERGY GAS COMPANY, SEMCO ) 

PIPELINE COMPANY and SEMCO GAS STORAGE ) 

COMPANY, and related approvals. ) 

                                                                                         ) 

 

 

 At the May 24, 2012 meeting of the Michigan Public Service Commission in Lansing, 

Michigan. 

 

PRESENT: Hon. John D. Quackenbush, Chairman  

Hon. Orjiakor N. Isiogu, Commissioner 

Hon. Greg R. White, Commissioner 

 
ORDER APPROVING SETTLEMENT AGREEMENT 

 

 On February 15, 2012, Continental Energy Systems LLC (Continental), Semco Holding 

Corporation (Semco Holding), SEMCO Energy, Inc. (SEMCO Energy), SEMCO Pipeline 

Company (SEMCO Pipeline), SEMCO Gas Storage Company (SEMCO Storage), AltaGas Ltd., 

and AltaGas Utility Holdings (U.S.) LLC (AltaGas U.S.) (collectively, Applicants) filed a joint 

application, with supporting testimony and exhibits, requesting, pursuant to Section 6q of 2008 PA 

286, MCL 460.6q, all required approvals in connection with the proposed purchase of 100% of the 
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issued and outstanding shares of the common stock of Semco Holding
1
 by AltaGas U.S.  Through 

the proposed transaction, control of SEMCO Energy Gas Company (SEMCO Gas), a division of 

SEMCO Energy, SEMCO Pipeline, and SEMCO Storage will be transferred from Continental to 

AltaGas Ltd. and AltaGas U.S.
2
 

 A prehearing conference was held on March 9, 2012, before Administrative Law Judge 

Dennis W. Mack.  The Applicants and the Commission Staff (Staff) participated in the proceeding.  

On May 9, 2012, the Applicants and the Staff filed a settlement agreement resolving all issues in 

the case.   

 According to the terms of the settlement agreement, attached as Exhibit A, the parties agree 

that the Applicants stated in the joint application, testimony, and discovery responses that the 

proposed transaction and resulting change in control of SEMCO Gas, SEMCO Pipeline, and 

SEMCO Storage:  (1) will not have an adverse effect on the rates of the customers affected by the 

acquisition; (2) will not have an adverse effect on the provision of safe, reliable, and adequate 

energy service in Michigan; (3) will not result in the subsidization of a non-regulated activity 

through the rates paid by the customers of the affected jurisdictional regulated utilities; (4) will not 

significantly impair the resulting jurisdictional regulated utilities’ ability to raise necessary capital 

or to maintain a reasonable capital structure; and (5) is consistent with the public interest.   

 Based on its review, the Staff recommends Commission approval of the proposed transaction 

subject to the Applicants’ commitment to the following conditions:  (1) that AltaGas Ltd. and 

AltaGas U.S. will not seek rate recovery from SEMCO Gas customers of any transaction costs, 

acquisition premiums, goodwill or control premiums, or fees incurred in connection with the 

                                                

       1 Semco Holding is now owned by Continental. 

 
2
SEMCO Gas, SEMCO Pipeline, and SEMCO Storage are also referred to as the 

“jurisdictional regulated utilities.” 
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proposed transaction, and that these costs will not be imposed on the customers of SEMCO 

Pipeline or the gas storage facility in which SEMCO Storage holds an interest; (2) that there are no 

covenants, agreements or legislative restrictions on AltaGas Ltd. or AltaGas U.S. that would 

reduce or impair the ability of the Michigan jurisdictional utilities to access the capital markets;  

(3) that AltaGas Ltd. and AltaGas U.S. will continue existing charitable contribution practices and 

community support practices in Michigan after the closing on the proposed transaction in 

accordance with the Stock Purchase Agreement; (4) that AltaGas Ltd. and AltaGas U.S. will 

maintain the existing corporate offices in Michigan and, other than in SEMCO Energy’s normal 

course of business, have no plans to alter existing office locations; (5) that no labor force 

reductions are expected as a result of the proposed transaction, and that AltaGas Ltd. and AltaGas 

U.S. agreed in the stock purchase agreement to honor all collective bargaining agreements, 

maintain existing compensation and benefits arrangements (or substantially comparable 

compensation and benefits, in the aggregate, if changes are made) for a period of two years after 

the closing on the proposed transaction; (6) that AltaGas Ltd. and AltaGas U.S. will not terminate 

the employment of any employees without cause for a period of two years after the closing on the 

proposed transaction; (7) that AltaGas Ltd. and AltaGas U.S. will continue to provide retiree 

medical and long-term disability coverage and, if substitute benefits are put in place, recognize 

each employee’s prior service and waive pre-existing condition limitations and other benefit plan 

requirements that might otherwise cause a loss or reduction in employee benefits; (8) that with 

respect to affiliate transactions between SEMCO Gas and AltaGas Ltd. or any subsidiary of 

AltaGas Ltd. in which AltaGas Ltd. holds a controlling interest, AltaGas Ltd. and AltaGas U.S. 

will make available to the Commission or its Staff, for inspection and examination at such time 

and place as the Commission or its Staff may designate, the books and records of SEMCO Gas and 
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the books and records of any subsidiary in which AltaGas Ltd. holds a controlling interest, relative 

to the transaction; (9) that SEMCO Gas customers will not be financially responsible for any 

adverse effects of any push-down accounting adjustments from the proposed transaction; (10) that 

except for:  (a) new financing or refinancing of existing SEMCO Energy bank facilities which 

Continental and its current affiliates are paying off as part of the proposed transaction and which 

are to be replaced; or (b) new financing or refinancing of existing SEMCO Energy debt by 

SEMCO Energy or any of its affiliates subject to the Commission’s jurisdiction, SEMCO Gas 

customers will not be responsible for any financing costs associated with the proposed transaction, 

including, but not limited to, any interest expense associated with any debt issued to finance the 

acquisition of Semco Holding's common stock and any replacement or refinancing of the debt; 

(11) that SEMCO Gas will maintain approximately 50% equity in its permanent capital structure 

while the current regulated capital structure of SEMCO Gas remains in effect, and that, in 

addition, SEMCO Gas will maintain a minimum of 45% equity in its permanent capital structure 

to January 1, 2015; (12) that the books and records of SEMCO Gas will be located in Michigan 

unless the Commission authorizes these books and records to be located elsewhere; (13) that 

unless the Consumer Price Index – All Urban Consumers metric meets or exceeds 3.0% as 

measured and published by the Value Line Investment Survey for calendar years 2012, 2013, or 

2014, SEMCO Gas will not request an authorized return on equity of greater than 10.35% for any 

request for final rates that take effect prior to January 1, 2015; (14) that, for ratemaking purposes, 

SEMCO Gas ratepayers will not be responsible for any adverse effects associated with changes in 

deferred income tax balances resulting from the proposed transaction; (15) that, from the closing 

on the proposed transaction to January 1, 2015, SEMCO Gas will not issue dividends to any entity, 

measured collectively, in a manner that will cause the equity level of SEMCO Gas to vary by more 
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than 5% relative to a target equity level of 50%; (16) that AltaGas Ltd. and AltaGas U.S. shall 

notify the Commission by letter of the closing of the proposed transaction and file a copy of the 

letter in this docket; and (17) if the proposed transaction is not completed, Michigan customers of 

SEMCO Gas will not bear any costs associated with the failed transaction process or the failed 

transaction. 

 After a review of the settlement agreement, the Commission finds it reasonable and in the 

public interest and that it should be approved provided the proposed transaction:  (1) will not have 

an adverse effect on the rates of the customers affected by the acquisition; (2) will not have an 

adverse effect on the provision of safe, reliable, and adequate energy service in this state; (3) will 

not result in the subsidization of a non-regulated activity through the rates paid by the customers of 

the affected jurisdictional regulated utilities; and (4) will not significantly impair the resulting 

jurisdictional regulated utilities’ ability to raise necessary capital or to maintain a reasonable 

capital structure, and provided that the Applicants abide by the conditions recommended by the 

Staff.   

 

 THEREFORE, IT IS ORDERED that:    

 

 A. The settlement agreement, attached as Exhibit A, is approved. 

 

 B. The proposed transaction for the purchase of 100% of the issued and outstanding shares of 

Semco Holding Corporation by AltaGas Utility Holdings (U.S.) LLC through which control of 

SEMCO Energy Gas Company, SEMCO Pipeline Company, and SEMCO Gas Storage Company 

are to be transferred from Continental Energy Systems LLC to AltaGas Ltd. and AltaGas Utility 

Holdings (U.S.) LLC, is approved subject to the conditions agreed to in the settlement agreement. 

 C. This order is issued pursuant to Section 6q of 2008 PA 286, MCL 460.6q and provides all 

required and related approvals in connection with the proposed transaction. 
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 The Commission reserves jurisdiction and may issue further orders as necessary.    

 

 Any party desiring to appeal this order must do so in the appropriate court within 30 days after 

issuance and notice of this order, under MCL 462.26. 

MICHIGAN PUBLIC SERVICE COMMISSION   

                                                                          

 

                                                                                      

________________________________________                                                                          

               John D. Quackenbush, Chairman    

 

          

 

 ________________________________________                                                                          

               Orjiakor N. Isiogu, Commissioner  

  

 

 

________________________________________                                                                          

               Greg R. White, Commissioner  

  

By its action of May 24, 2012. 

 

 

 

________________________________                                                                 

Mary Jo Kunkle, Executive Secretary 

 



























 P R O O F   O F   S E R V I C E  
 

 
   STATE OF MICHIGAN )         
          
         Case No. U-16969 
 
          
          

      County of Ingham  ) 
 

 
 

Mignon Middlebrook being duly sworn, deposes and says that on May 24, 2012 A.D. she 

served a copy of the attached Commission Order by first class mail, postage prepaid, or by 

inter-departmental mail, to the persons as shown on the attached service list. 

 
 
 
         
     
       _______________________________________ 

         Mignon Middlebrook 
 
Subscribed and sworn to before me 
This 24th day of May 2012 
 
 
 
 
_________________________________ 
Gloria Pearl Jones 
Notary Public, Ingham County, MI 
My commission expires June 5, 2016 
Acting in Eaton County 
 



Service List U-16969 

AltaGas Ltd. a/k/a AltaGas Utiltiy Holdings (U.S.) 
LLC 
John E. Lowe 
Suite 1700, 355-4th Avenue S.W. 
Calgary  T2P 0J1 
 

 

 
Ronald W. Bloomberg 
Miller, Canfield, Paddock & Stone, P.L.C. 
One Michigan Avenue, Suite 900 
 Lansing MI 48933 

 
Continental Energy Systems, LLC 
2301 West Big Beaver Road, Suite 212 
Troy MI 48084 
 

 

 
Heather M. S. Durian 
Michigan Dept. of Attorney General 
6545 Mercantile Way, Suite 15 
Lansing MI 48911 
 

 
Albert  Ernst 
Dykema Gossett PLLC 
201 Townsend Street, Suite 900 
Lansing MI 48933 
 

 

 
Mr. Shaun M. Johnson 
Dykema Gossett PLLC 
201 Townsend Street 
Suite 900 
Lansing MI 48933 
 

 
Dennis W. Mack 
Michigan Administrative Hearing System  - MPSC 
Hearings 
6545 Mercantile Way, Suite 14 
Lansing MI 48911 
 

 

 
Michael C. Rampe 
Miller Canfield Paddock & Stone PLC 
One E. Michigan Avenue, Suite 900 
Lansing MI 48933 
 

 
SEMCO Energy Gas Company, a/k/a SEMCO 
Holding Corp., SEMCO Pipeline Company, 
SEMCO Gas Storage Company, SEMCO Energy, 
Inc. 
Eugene N. Dubay, Sr. Vice-President & COO 
1411 Third Street, Suite A 
Port Huron MI 48060 
 

 

 
 
Kristin M. Smith 
Michigan Dept. of Attorney General 
Public Service Division 
6545 Mercantile Way, Suite 15 
Lansing MI 48911 
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Amit T. Singh 
Michigan Dept. of Attorney General 
Public Service Division 
6545 Mercantile Way, Suite 15 
Lansing MI 48911 
 

 

Sherri A. Wellman 
Miller Canfield Paddock & Stone 
One Michigan Avenue, Suite 900 
Lansing MI 48933 

 

 
Bret A. Totoraitis 
Dykema Gossett PLLC 
201 Townsend Street, Suite 900 
Lansing MI 48933 
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