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FILE 

PUCO USE ONLY - Version 1.07 
Date Received Renewal Certification 

Number 
ORIGINAL CRS 

Case Number 
07 -0378 - G A - C R S 

RENEWAL CERTIFICATION APPLICATION 
COMPETITIVE RETAIL NATURAL GAS SUPPLIERS 

Please type or print all required information. Identify all attachments with an exhibit label and title {Example: Exhibit 
A-16 - Company History). All attachments should bear the legal name ofthe Applicant. Applicants should file completed 
applications and all related correspondence with the Public Utilities Commission of Ohio, Docketing Division, 13* Floor, 
180 East Broad Street, Columbus, Ohio 43215-3793. 

Tliis PDF form is designed so that you may directly input information onto the form. You may also download the form by 
saving it to your local disk. 

w—mmmm^fw^m^ 

^ ^ E C T 1 0 ] g A ^ P P L I C A N T | ^ 

A-1 App l i can t i n t ends to r e n e w its cert if icate a s : (check all t h a t app ly) 

IZI Retail Natural Gas Aggregator 0 Retail Natural Gas Broker (Zl Retail Natural Gas Marketer 

A-2 App l i can t i n fo rma t ion : 

SouthStar Energy Services LLC 

817 W. Peachtree Street, NW, Suite 1000, Atlanta, Georgia 30308 
Legal Name 

Address 

Web site Address www.southstarenergy.com Telephone No. 404.685.4000 

Current PUCO Certificate No. °^''' ̂ ^^ "̂̂ ^ Effective Dates 

A-3 Applicant information under which applicant will do business in Ohio: 

I\/Iay7, 2011 -May 7, 2013 

Name 
Address 

SoutiiStar Energy Services LLC d/b/a Ohio Natural Gas 

817 W. Peachtree Street, NW, Suite 1000, Atlanta, Georgia 30308 

no 
c : 
o 

r23 
m 
o 
m 
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Web site Address www.onlyong.com Telephone No. 404.685.4000 

o 
o 

r*^ 3 ; rn 

OS o 

<: A-4 List all names under which the applicant does business in North America: 

SouthStar Energy Services Georgia Natural Gas 

Ohio Natural Gas Florida Natural Gas 

Piedmont Energy Company New York Natural Gas Maryland Energy 

A-5 Contact person for regulatory or emergency matters: 

Name Trish McFadin Title Director, Regulatory Affairs 

Business Address 817 W. Peachtree Street NW, Suite 1000, Atlanta, Georgia 30308 

Telephone No. 404.685.4095 Fax No. 404.685.4118 Email Address trish.mcfadin@southstarenergyjj 
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A-6 Contact person for Commission Staff use in investigating customer complaints: 

Name Trish McFadin Title Director, Regulatory Affairs 

Business address 817 W. Peachtree Street NW, Suite 1000, Atlanta, Georgia 30308 

Telephone No. 404.685.4095 p ^ ^ ^ ^ 404.685.4118 Email Address trish.mcfadin@southstarener^ 

A-7 Applicant's address and toll-free number for customer service and complaints 

Customer service address Ol̂ 'o Natural Gas, P.O. Box 14657, Cleveland, Ohio 44114 

Toil-Free Telephone No. 888.466.4427 p ^ ^ ^ ^ 866.404.2680 ^^^^^ j ^ ^ ^ ^ ^ ^ ^ customerserv\ce@oiMyong^ 

A-8 Provide "Proof of an Ohio Office and Employee," in accordance with Section 4929.22 of the Ohio 
Revised Code, by listing name, Ohio office address, telephone number, and Web site address of the 
designated Ohio Employee 

Name Daniel R. Conway jjtje Attorney 

Business address ^1 South High Street, Columbus, Ohio 43215-6194 

Telephone No. 614.227.2270 p ^ ^ ^ ^ 614.227.2100 Email Address dconway@porterwright.com 

A-9 Applicant's federal employer identification number 58-2402579 

A-10 Applicant's form of ownership: (Check one) 

I I Sole Proprietorship LJ Partnership 

I 1 Limited Liability Partnership (LLP) LZJ Limited Liability Company (LLC) 

1 I Corporation LJ Other 

A-11 (Check all that apply) Identify each natural gas company service area in which the applicant is 
currently providing service or intends to provide service, including identification of each customer 
class that the applicant is currently serving or intends to serve, for example: residential, small 
commercial, and/or large commercial/industrial (mercantile) customers. (A mercantile customer, as defined 
in Section 4929.01(L)(1) ofthe Ohio Revised Code, means a customer that consumes, other than for residential use, more 
than 500,000 cubic feet of natural gas per year at a single location within the state or consumes natural gas, other than for 
residential use, as part of an undertaking having more than three locations within or outside of this state. In accordance with 
Section 4929.01(L)(2) ofthe Ohio Revised Code, "Mercantile customer" excludes a not-for-profit customer that consumes, 
other than for residential use, more than 500,000 cubic feet of natural gas per year at a single location within this state or 
consumes natural gas, other than for residential use, as part of an undertaking having more than three locations within or 
outside this state that has filed the necessary declaration with the Public Utilities Commission.) 
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/ 

/ 

/ 

/ 

Columbia Gas of Ohio 

Dominion East Ohio 

Duke Energy Ohio 

Vectren Energy Delivery of Oliio 

/ 

/ 

/ 

/ 

Residential / Small Comqiercial 

Residential / Small Commercial 

Residential 

Residential 

/ 

/ 

Small Commercial 

Small Commercial 

/ 

/ 

/ 

/ 

Large Commercial / Industrial 

Large Commercial / Industrial 

Large Commercial / Industrial 

Large Commercial / Industrial 

A-12 If applicant or an affiliated interest previously participated in any of Ohio's Natural Gas Choice 
Programs, for each service area and customer class, provide approximate start date(s) and/or end 
date(s) that the applicant began delivering and/or ended services. 

0 Columbia Gas of Ohio 

i / 

/ 

Residential Beginning Date of Service July 1, 2010 

Small Commercial Beginning Date of Service July 1, 2010 

Large Commercial Beginning Date of Service July 1, 2010 

Industrial Beginning Date of Service July 1, 2010 

I/I Dominion East Ohio 

End Date 

End Date 

End Date 

End Date 

/ I Residential Beginning Date of Service December 1,2007 End Date 

/ Small Commercial Beginning Date of Service December 1, 2007 End Date 

/ Large Commercial Beginning Date of Service December 1, 2007 End Date 

/ I n d u s t r i a l Beginning Date of Service December 1, 2007 End Date 

/ Residential 

b d Duke Energy Ohio 

Beginning Date of Service August, 2012 

Small Commercial Beginning Date of Service August, 2012 

Large Commercial Beginning Date of Service August, 2012 

I / I Industrial Beginning Date of Service August, 2012 

/ 

/ 

End Date 

End Date 

End Date 

End Date 

0 Vectren Energy Delivery of Ohio 

/ 

/ 

/ 

/ 

Residential Beginning Date of Service December 1, 2008 End Date 

Small Commercial Beginning Date of Service December 1, 2008 End Date 

Large Commercial Beginning Date of Service December 1,2008 End Date 

Industrial Beginning Date of Service December 1, 2008 End Date 

A-13 If not currently participating in any of Ohio's four Natural Gas Choice Programs, provide the 
approximate start date that the applicant proposes to begin delivering services: 
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I I Columbia Gas of Ohio Intended Start Date 

Dominion East Ohio Intended Start Date 

Duke Energy Ohio Intended Start Date 

Vectren Energy Delivery of Ohio Intended Start Date 

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED. 

A-14 Exhibit A-14 "Principal Officers, Directors & Partners," provide the names, titles, addresses and 
telephone numbers ofthe applicant's principal officers, directors, partners, or other similar officials. 

A-15 Exhibit A-15 "Corporate Structure," provide a description of the applicant's corporate structure, 
including a graphical depiction of such structure, and a list of all affiliate and subsidiary companies that 
supply retail or wholesale natural gas or electricity to customers in North America. 

A-16 Exhibit A-16 "Company History," provide a concise description ofthe applicant's company history 
and principal business interests. 

A-17 Exhibit A-17 "Articles of Incorporation and Bylaws, provide the articles of incorporation 
filed with the state or jurisdiction in which the applicant is incorporated and any amendments 
thereto, only if the contents ofthe originally filed documents changed since the initial application. 

A-18 Exhibit A-18 "Secretary of State," provide evidence that the applicant is still currently registered with 
the Ohio Secretary ofthe State. 

SECTION B - APPLICANT MANAGERIAL CAPABILITY AND EXPERIENCE 

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED 

B-1 Exhibit B-1 "Jiirisdictions of Operation," provide a current list of all jurisdictions in which the 
applicant or any affiliated interest of the applicant is, at the date of filing the application, certified, 
licensed, registered, or otherwise authorized to provide retail natural gas service, or retail/wholesale 
electric services. 

B-2 Exhibit B-2 "Experience & Plans," provide a current description ofthe applicant's experience and 
plan for contracting with customers, providing contracted services, providing billing statements, and 
responding to customer inquiries and complaints in accordance with Commission rules adopted pursuant 
to Section 4929.22 ofthe Revised Code and contained in Chapter 4901:1-29 ofthe Ohio Administrative 
Code. 

B-3 Exhibit B-3 "Summary of Experience," provide a concise and current summary of the applicant's 
experience in providing the service(s) for which it is seeking renewed certification (e.g., number and 
types of customers served, utility service areas, volume of gas supplied, etc.). 

B-4 Exhibit B-4 "Disclosure of Liabilities and Investigations," provide a description of all existing, 
pending or past rulings, judgments, contingent liabilities, revocations of authority, regulatory 
investigations, or any other matter that could adversely impact the applicant's financial or operational 
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status or ability to provide the services for which it is seeking renewed certification since applicant last 
filed for certification. 

B-5 Exhibit B-5 "Disclosure of Consumer Protection Violations," disclose whether the applicant, 
affiliate, predecessor ofthe applicant, or any principal officer ofthe applicant has been convicted or held 
liable for fraud or for violation of any consumer protection or antitrust laws since applicant last filed for 
certification. 

|7| No DYes 

If Yes, provide a separate attachment labeled as Exhibit B-5 "Disclosure of Consumer Protection 
Violations." detailing such violation(s) and providing all relevant documents. 

B-6 Exhibit B-6 "Disclosure of Certification Denial, Curtailment, Suspension, or Revocation," disclose 
whether the applicant or a predecessor of the applicant has had any certification, license, or application 
to provide retail natural gas or retail/wholesale electric service denied, curtailed, suspended, or revoked, 
or whether the applicant or predecessor has been terminated from any of Ohio's Natural Gas Choice 
programs, or been in default for failure to deliver natural gas since applicant last filed for certification. 

IZ] No DYes 

If Yes, provide a separate attachment, labeled as Exhibit B-6 "Disclosure of Certification Denial, 
Curtailment. Suspension, or Revocation." detailing such action(s) and providing all relevant documents. 

S E C T I O N C - A P P L I C A N T F I N A N C I A L C A P A B I L I T Y AND E X P E R I E N C E 

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED 

C-1 Exhibit C-1 "Annual Reports," provide the two most recent Annual Reports to Shareholders. If 
applicant does not have annual reports, the applicant should provide similar information, labeled as 
Exhibit C-1, or indicate that Exhibit C-1 is not applicable and why. 

C-2 Exhibit C-2 "SEC Filings." provide the most recent 10-K/8-K Filings with the SEC. If applicant does 
not have such filings, it may submit those of its parent company. If the applicant does not have such 
filings, then the applicant may indicate in Exhibit C-2 whether the applicant is not required to file with 
the SEC and why. 

C-3 Exhibit C-3 'Tinancial Statements," provide copies of the applicant's two most recent years of 
audited financial statements (balance sheet, income statement, and cash fiow statement). If audited 
financial statements are not available, provide officer-certified financial statements. If the applicant has 
not been in business long enough to satisfy this requirement, it shall file audited or officer-certified 
financial statements covering the life ofthe business. 

C-4 Exhibit C-4 "Financial Arrangements," provide copies of the applicant's current financial 
arrangements to conduct competitive retail natural gas service (CRNGS) as a business activity (e.g., 
guarantees, bank commitments, contractual arrangements, credit agreements, etc.) 

C-5 Exhibit C-5 "Forecasted Financial Statements," provide two years of forecasted financial statements 
(balance sheet, income statement, and cash flow statement) for the applicant's CRNGS operation, along 
with a list of assumptions, and the name, address, email address, and telephone number ofthe preparer. 
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C-6 Exhibit C-6 "Credit Rating." provide a statement disclosing the applicant's current credit rating as 
reported by two of the following organizations: Duff & Phelps, Dun and Bradstreet Information 
Services, Fitch IBCA, Moody's Investors Service, Standard & Poors, or a similar organization. In 
instances where an applicant does not have its own credit ratings, it may substitute the credit ratings of a 
parent or affiliate organization, provided the applicant submits a statement signed by a principal officer 
ofthe applicant's parent or affiliate organization that guarantees the obligations ofthe applicant. 

C-7 Exhibit C-7 "Credit Report," provide a copy of the applicant's current credit report Irom Experion, 
Dun and Bradstreet, or a similar organization. 

C-8 Exhibit C-8 "Bankruptcy Information," provide a list and description of any reorganizations, 
protection Irom creditors, or any other form of bankruptcy filings made by the applicant, a parent or 
affiliate organization that guarantees the obligations ofthe applicant or any officer ofthe applicant in the 
current year or since applicant last filed for certification. 

C-9 Exhibit C-9 "Merger Information," provide a statement describing any dissolution or merger or 
acquisition ofthe applicant since applicant last filed for certification. 

SECTION D - APPLICANT TECHNICAL CAPABILITY 

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED. 

D-1 Exhibit D-1 "Operations," provide a current written description of the operational nature of the 
applicant's business. Please include whether the applicant's operations will include the contracting of 
natural gas purchases for retail sales, the nomination and scheduling of retail natural gas for delivery, 
and the provision of retail ancillary services, as well as other services used to supply natural gas to the 
natural gas company city gate for retail customers. 

D-2 Exhibit D-2 "Operations Expertise," given the operational nature ofthe applicant's business, provide 
evidence ofthe applicant's current experience and technical expertise in performing such operations. 

D-3 Exhibit D-3 "Key Technical Personnel," provide the names, titles, email addresses, telephone 
numbers, and background of key personnel involved in the operational aspects ofthe applicant's current 
business. 

Applicant Signature and Title , President and Chief Executive Officer 

Sworn and subscribed before me this 22nd day of Marcli Month 2013 Year 

;nng oa ^Ignalture of ofllcial administenng oath 

My commission expires on 

Print Name and Title ' 
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The Public Utilities Commission of Ohio 
Competitive Retail Natural Gas Service 

Affidavit Form 
(Version 1,07) 

In the Matter of the Application of \ 

SouthStar Energy Services LLC ^ ^ ^ , „ „ , „ ^ . „ 
f Case No. 07 .0378 -GA-CRS 

for a Certificate or Renewal Certificate to Provide ) 
Competitive Retail Natural Gas Service in Ohio. \ 

County of Fulton 

State of Georgia 

Michael A. Braswell [Affiant], being duly swom/affirmed, hereby states that: 

(1) The information provided within the certification or certification renewal application and supporting information is 
complete, true, and accurate to the best knowledge of affiant. 

(2) The applicant will timely file an annual report of its intrastate gross receipts and sales of hundred cubic feet of 
natural gas pursuant to Sections 4905.10(A), 4911.18(A), and 4929.23(B), Ohio Revised Code. 

(3) The applicant will timely pay any assessment made pursuant to Section 4905.10 or Section 4911.18(A), Ohio 
Revised Code. 

(4) Applicant will comply with all applicable rules and orders adopted by the Public Utilities Commission of Ohio 
pursuant to Title 49, Ohio Revised Code. 

(5) Applicant will cooperate with the Public Utilities Commission of Ohio and its staff in the investigation of any 
consumer complaint regarding any service offered or provided by the applicant. 

(6) Applicant will comply with Section 4929.21, Ohio Revised Code, regarding consent to the jurisdiction ofthe Ohio 
courts and the service of process. 

(7) Applicant will inform the Public Utilities Commission of Ohio of any material change to the information supplied in 
the certification or certification renewal application within 30 days of such material change, including any change in 
contact person for regulatory or emergency purposes or contact person for Staff use in investigating customer 
complaints. 

(8) Affiant fiirther sayeth naught. 

^ ^ / jf / / /̂ /y \ / ^ . President and Chief Executive Officer 
Affiant Signature & Title ^ / y C C ^ • ^ lXl_-- - '^^ 'v„__ 

Sworn and subscribed before me this 22nd day of March ' Month 2013 Year 

uM^^i&lA Administering Oath Print Name and Title 

;'a ^ ^ • ^ ^ — 2 My commission expires on / nci^^^l^ f-^ai.Oi'f 

(CRNGS Supplier Renewal) Page 7 of 7 

180 East Broad Street • Columbus, OH 43215-3793 • (614) 466-3016 • www.PUCO.ohio.gov 
The Public Utilities Commission of Ohio is an Equal Opportunity Employer and Service Provider 

http://www.PUCO.ohio.gov


SouthStar Energy Services LLC 

Exhibit A-14 

Principal Officers, Directors & Partners 

Name 

Michael A. Braswell 

John H. Jamieson 

Michael P. Nieman 

Robert A. Cumbie 

Joseph C. Monroe 

Title 

President & 
Chief 
Executive 
Officer 

Sr.V.P. Retail 
Operations 

Sr. V.P. 
Commercial 
Operations 

V.P. Business 
Development & 
Strategic 
Planning 

V.P. 
Regulatory and 
Market 
Development 

Address 

817 W. Peachtree Street, N.W. 
Suite 1000 
Atlanta, GA 30308 

817 W. Peachtree Street, N.W. 
Suite 1000 
Atlanta, GA 30308 

817 W. Peachtree Street, N.W. 
Suite 1000 
Atlanta, GA 30308 

817 W. Peachtree Street, N.W. 
Suite 1000 
Atlanta, GA 30308 

817 W. Peachtree Street, N.W. 
Suite 1000 
Atlanta, GA 30308 

Telephone Number 

(404)685-4022 

(404) 685-4025 

(404)685-4013 

(404) 685-4020 

(404) 685-4041 



SouthStar Energy Services LLC 

Exhibit A-15 

Corporate Structure 

SouthStar Energy Services LLC ("SouthStar") is a Delaware limited liability company owned 85% by Georgia 
Natural Gas Company, a wholly-owned subsidiary of AGL Resources Inc., and 15% by Piedmont Energy 
Company, a wholly-owned subsidiary of Piedmont Natural Gas Company, Inc. 

SouthStar markets natural gas and related services to retail customers on an unregulated basis, principally in 
Georgia under the trade name "Georgia Natural Gas", as well as to commercial and industrial customers in 
Tennessee, North Carolina, South Carolina, Alabama and Florida. Since December 2007, SouthStar has 
operated as a competitive retail natural gas supplier in Ohio under the trade name "Ohio Natural Gas". In 
October 2010, SouthStar received the approval ofthe New York Public Service Commission to serve residential 
and nonresidential natural gas customers in New York State under the trade name "New York Natural Gas." 
SouthStar also received the approval ofthe Maryland Public Service Commission in December 2010 to begin 
providing natural gas supplier services to residential, commercial and industrial customers in Maryland under 
the trade name "Maryland Energy." 

AGL Resources is an Atlanta-based energy services holding company with operations in natural gas distribution, 
retail operations, wholesale services, midstream operations and cargo shipping. As the nation's largest natural 
gas-only distributor based on customer count, AGL Resources serves approximately 4.5 million utility 
customers through its regulated distribution subsidiaries in seven states. The company also serves 
approximately 1.5 million retail customers through its SouthStar Energy Services joint venture and Nicor 
National, which market natural gas and related home services. Other non-utility businesses include asset 
management for natural gas wholesale customers through Sequent Energy Management, ownership and 
operation of natural gas storage facilities, and ownership of Tropical Shipping, one of the largest containerized 
cargo carriers serving the Bahamas and Caribbean region. AGL Resources is a member ofthe S&P 500 Index. 

Piedmont Natural Gas Company, Inc. is an energy services company primarily engaged in the distribution of 
natural gas to more than one million residential, commercial, industrial and power generation customers in 
portions of North Carolina, South Carolina and Tennessee, including 51,600 customers served by municipalities 
who are wholesale customers. Its subsidiaries are invested in joint venture, energy-related businesses, including 
SouthStar, interstate natural gas storage and intrastate natural gas transportation businesses. 



SouthStar Energy Services LLC 

Exhibit A-16 

Company History 

SouthStar was formed as a joint venture in 1998 by Piedmont Energy Company, a wholly-owned 
subsidiary of Piedmont Natural Gas Company, Inc., Dynegy Inc. and Georgia Natural Gas 
Company, a wholly-owned subsidiary of AGL Resources Inc., to market natural gas and related 
services to retail customers in the Southeast, principally in Georgia. Georgia Natural Gas 
Company purchased the entire 20%) interest in SouthStar held by Dynegy, Inc. in March 2003 
and an additional 15%) interest held by Piedmont Energy Company in December 2009. As a 
result of these transactions, Georgia Natural Gas Company now owns an 85% interest in 
SouthStar, while Piedmont Energy Company owns the remaining 15% interest. 

Today SouthStar is the largest retail marketer of natural gas in Georgia, with an average 
customer count around 500,000 and a market share of approximately 33%). In Georgia, 
SouthStar operates under the trade name "Georgia Natural Gas,"; in Ohio, SouthStar operates 
under the trade name "Ohio Natural Gas"; in Florida, SouthStar operates under the trade name 
"Florida Natural Gas"; in New York, SouthStar operates under the trade name "New York 
Natural Gas"; and in Maryland, SouthStar operates under the trade name "Maryland Energy." 
SouthStar also does business in the Carolinas under the trade name "Piedmont Energy 
Company." 

SouthStar currently serves approximately 36,000 retail customers in Ohio and an additional 
12,500 customers in Florida. SouthStar received regulatory approval in October 2010 to begin 
serving customers in New York and currently serves approximately 1,200 retail customers. In 
December 2010, SouthStar also received regulatory approval to begin serving customers in 
Maryland and currently serves approximately 2,400 retail customers. 

SouthStar was a successful bidder in the initial Dominion East Ohio Standard Service Offer 
("SSO") auction, as well as the first Vectren Energy Delivery of Ohio's SSO auction. 

770230.1 



SouthStar Energy Services LLC 

Exhibit A-17 

Articles of Incorporation and Bylaws 

Not applicable, as the contents of the originally filed documents have not changed since 
SouthStar's initial application. 



SouthStar Energy Services LLC 

Exhibit A-18 

Secretary of State 

See attached. 



United States of America 
State of Ohio 

Office of the Secretary of State 

/, Jon Husted, do hereby certify that I am the duly elected, qualified and present 
acting Secretary of State for the State of Ohio, and as such have custody ofthe 

records of Ohio and Foreign business entities; that said records show 
SOUTHSTAR ENERGY SERVICES LLC, a Delaware Limited Liability 

Company, Registration Number 1641383, filed on August 14, 2006, is currently in 
FULL FORCE AND EFFECT upon the records of this office. 

Witness my hand and the seal ofthe 
Secretary of State at Columbus, Ohio 

this 12th day of March, A.D. 2013 

Ohio Secretary of State 

Validation Number: V201371MBC7C9 



SouthStar Energv Services LLC 

Exhibit B-1 

Jurisdictions of Operation 

SouthStar Energy Services LLC - Alabama, Florida, Georgia, Maryland, New York, North 
Carolina, Ohio, South Carolina and Tennessee. 

AGL Resources Inc. - Regulated distribution companies in Tennessee, Georgia (delivery service 
only), Florida, Virginia, New Jersey, Maryland and Illinois. Retail gas supply services in Illinois. 

Piedmont Natural Gas Company, Inc. - Regulated distribution companies in North Carolina, 
South Carolina and Tennessee. 



SouthStar Energv Services LLC 

Exhibit B-2 

Experience & Plans 

SouthStar has operated as a retail marketer of natural gas since 1998 and currently serves 
approximately 500,000 residential, commercial and industrial customers. SouthStar processes 
and mails over 550,000 customer invoices per month, consistently exceeding the quality 
standards for billing accuracy set by the Georgia Public Service Commission. SouthStar 
manages multiple call centers for its customer contacts, complaint resolution and correspondence. 
In 2012, SouthStar's approximately 200 customer service representatives and back-office 
personnel processed approximately 1.4 million customer inquiries. SouthStar offers several 
variable and fixed price products to meet individual customer needs. To effectively 
communicate its service offerings, SouthStar publishes and issues standard terms and conditions 
of service to all of its customers. 

Serving Ohio natural gas customers remains a key part of SouthStar's continued growth strategy, 
with continuous participation in the Ohio market as a retail marketer since 2007. In serving 
customers in Ohio, SouthStar will continue to follow the rules and regulations of the Public 
Utilities Commission of Ohio applicable to its business. 



SouthStar Energv Services LLC 

Exhibit B-3 

Summary of Experience 

SouthStar is the retail marketing affiliate of AGL Resources Inc. and Piedmont Natural Gas 
Company, Inc. - two of the Southeast's largest natural gas companies. The officers of 
SouthStar combined have more than 90 years of experience in the energy industry. 

SouthStar manages a diversified supply portfolio consisting of more than 50 wholesale providers 
for physical natural gas deliveries. In 2012, SouthStar transported approximately 55 Bcf of 
natural gas for all of its markets. SouthStar serves approximately 500,000 residential, 
commercial and industrial customers. 

SouthStar also offers asset management services, balancing services, consolidated billing, cost-
saving research, forecasting, financial and physical hedging strategies, and purchasing and 
transporting for storage facilities. SouthStar has the largest deregulated market share in Georgia 
and is the largest natural gas marketer in the Southeast. 



SouthStar Energy Services LLC 

Exhibit B-4 

Disclosure of Liabilities and Investigations 

None. 



SouthStar Energy Services LLC 

Exhibit B-5 

Disclosure of Consumer Protection Violations 

Not applicable. 



SouthStar Energy Services LLC 

Exhibit B-6 

Disclosure of Certification Denial, 
Curtailment, Suspension or Revocation 

Not applicable. 



SouthStar Energv Services LLC 

Exhibit C-1 

Annual Reports 

SouthStar is a privately-held company that is not subject to SEC reporting. The two most recent 
annual reports of each of its member companies' parent companies are attached. 
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ESOURCES AT A GLANC 

ft* 

AGL Resources serves approximately 4.5 million end-use customers in seven states through its utility subsidiaries within 
the distribution operations segment; Nicor Gas in Illinois, Atlanta Gas Light in Georgia, Virginia Natural Gas in Virginia, 
Elizabethtown Gas in New Jersey, Florida City Gas in Florida, Chattanooga Gas in Tennessee and Elkton Gas in Maryland. 
Our retail operations segment serves more than one million retail customers and markets natural gas and related home services 
to end-use customers in Georgia, Illinois, Ohio, Florida and New York. Our Houston based wholesale services segment provides 
natural gas storage and arbitrage and related activities, natural gas asset management and related logistics activities for each 
of our utilities as well as for non-affiliated companies. Our midstream operations segment provides natural gas storage arbitrage 
and related activities and engages in the development and operations of high-deliverability natural gas storage assets. These 
include Jefferson Island Storage & Hub near the Henry Hub in Louisiana, Golden Triangle Storage in Beaumont, Texas and 
Central Valley Storage, currently under development in northern California. As a result of the Nicor merger, we are also involved 
in the shipping industry through our cargo shipping segment, which owns and operates Tropical Shipping, one of the largest 
containerized cargo carriers serving the Bahamas and the Caribbean. 

FiNANCiAL HtGHLiGHTS 

In millions, except per share amounts and market price 

Operating revenues 

Net income attributable to 
AGL Resources Inc. 

Earnings per common share 
attributable to AGL Resources Inc. 
common shareholders 
Basic 
Diluted 

Dividends declared 
per common share 

Market capitalization (year-end) 

Market-price (year-^nd, closing) 

Total assets 

2011 

$ 2,338 

$ 172 

$ 2.14 
$ 2.12 

$ 1.90 

$ 4,946 

$ 42.26 

$13,913 

2010 

$ 2,373 

$ 234 

$ 3.02 
$ 3.00 

$ 1.76 

$2,800 

--$35.85 

$ 7,520 

Change 

(1%) 

(26%) 

(29%) 
(29%) 

8% 

77% 

J8% 

85% 

^DltOTEO^EARNINGS- -
PER SHARE 

$2.72 $2.84 S2.B8 $3.05 $2.92 

2007 2008 2009 2010' 2011' 

(1) For a reconciliation of adjusted EPS 
(which^xcludes-costsrfilatedtolhe -
Nicor merger) to GAAP EPS, see ojr 
non-GAAP reconciliation section 
included with this report. 

-̂-iNDiCATED-ANNaAt "̂  
DIVIDEND PER SHARE 

$1.64 $1.68 $1.72 $1.76 $1.80 

2007 2008 2009 2010 2011' 

Total shareholder return 

- otine-raerger-wjin Nicor, AGL Resources -
shareholders of record as of the close of 
business on December 8,2011, received 
a pro rata dividend of $0.0989 for the stub 

-period accruing from November19,-2011 -
for a total 2011 dividend of $1,90. 



In 2011 we extended our track record of 
solid returns for our shareholders with a total 
shareholder return for the year of 24%. We 
accomplished this by remaining focused on 
the fundamentals of our business: the safe 
and efficient operation of our natural gas 
distribution systems, excellent customer 
service, effective expense control and 
maintaining a solid balance sheet. 

TO OUR 
SHAREHOLDERS 

John W. Somerhalder II 

Chairman, President and 
Chief Executive Officer 

AGL RESOURCES AND NICOR COMBINATION 

While delivering on these important principles, we also worked 

diligently throughout the year to cornplete our acquisition of 

Nicor Inc, on December 9, 2011, effectively doubling the size 

of our regulated asset and customer base. Bringing our two 

industry-leading utilities together creates the largest natural 

gas-only distribution utility in the United States, serving 

4.5 million customers across seven states. The combination 

of our non-utility businesses will enable us to leverage our 

joint experience in retail and wholesale marketing, asset 

optimization and natural gas storage. We've also added Nicor's 

cargo shipping business to our complement. Employees of 

both companies spent countless hours ensuring that we were 

ready for smooth operation on the first day following the close 

of the transaction, and their efforts led to a seamless transition. 

In deploying our shared services model, we have 

identified numerous efficiencies across both companies, 

which we expect will translate into enhanced value for both 

our shareholders and customers. 

After closing the transaction, AGL Resources adopted 

the Nicor ticker symbol, and our stock now trades under 

that symbol - GAS - on the New York Stock Exchange, 

AGL Resources also became part of the S&P 500 index for the 

first time. We are proud of our new enterprise and look forward 

to integrating all aspects of our business as 2012 progresses, 

FINANCIAL RESULTS 

In 2011, AGL Resources achieved diluted earnings per share 

(EPS) of $2,12 on a GAAP basis. Excluding $64 million in 

after-tax costs related to the Nicor merger, diluted EPS were 

$2,92 on a adjusted basis,''* Our 2011 cash dividend payments 

increased 2.2% over 2010, with an indicated annual dividend 

rate of $1,80 per share. On February 7, 2012, our Board of 

Directors approved another 2,2% increase in the quarterly 

dividend, putting us on track for a $1,84 per share dividend 

rate in 2012. Importantly, we expect to maintain our policies 

of increasing dividends in line with earnings and maintaining 

a dividend payout ratio similar to our industry peers. 

We remain focused on maintaining a solid balance sheet 

and strong, investment-grade credit ratings. During 2011 we 

completed more than $2 billion in financing activity, including 

(') For a reconciliation ol adjusted EPS (whicti excludes costs related to the Nicor merger) lo GAAP EPS, see 
our non-GAAP reconciliation section included with this report. 
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the portion required to fund the acquisition of Nicor. We were 
able to capitalize on the historically low interest-rate environment 
during the year to achieve weighted-average long-term debt 
costs that were meaningfully better than our expectations, and 
as a result, lowered the corporation's overall long-term cost of 
debt to 5.3%, down from 6.0% at the end of 2010. 

SIGNIFICANT ACHIEVEMENTS 
Distribution Operations 
AGL Resources posted strong earnings growth in its 
distribution operations segment in 2011, which includes its 
operation of six regulated utilities (excluding Nicor for 2011) 
in Georgia, Virginia, New Jersey Tennessee, Florida and 
Maryland, We continued to provide safe, reliable service to 
our utility customers. During 2011, Atlanta Gas Light hired 
over 100 additional employees and invested in technology, 
equipment and fleet for new customer service and safety-
oriented programs that were approved 
and funded in the company's 2010 rate 
case. We completed the installation 
of Automated Meter Reading (AMR) 
devices at several of our utilities ahead of 
schedule and under budget. In addition, 
AGL Resources remained committed to 
infrastructure improvement and pipeline 
replacement, with dedicated programs 
in place in both Georgia and New Jersey, 
In 2011, we replaced approximately 100 
miles of pipeline in Georgia, bringing the 
total to more than 2,500 miles of pipe 
replaced since 1998, While the safety 
and reliability of our natural gas systems is the primary aim of 
these infrastructure programs, they have also helped create 
new jobs across our jurisdictions. 

In December 2011, the Virginia State Corporation 
Commission accepted the terms of settlement reached by 
Virginia Natural Gas (VNG) and several parties resolving the 
company's rate case petition. The agreement results in recovery 
of approximately $16 million in additional cash annually, mostly 
related to the Hampton Roads Crossing pipeline project cost. 
The outcome of the case is only modestly additive to earnings 
as VNG was previously collecting AFUDC (allowance for funds 
used during construction) and carrying costs on the project. 
The new rates were based on a 10% return on equity. 

Retail Operations 
Our retail operations, consisting primarily of SouthStar Energy 
Services, achieved solid results again in 2011, In Georgia, 
SouthStar's primary market, we maintained our leading 
position, serving 33% ofthe market. While competition for 
customers in Georgia remains robust, our team is focused on 
new marketing initiatives and margin enhancing activities 
to sustain the segment's stable and strong performance. 

SouthStar continues its efforts to expand in jurisdictions 
beyond Georgia, and with the Nicor merger completed we look 
forward to combining and leveraging both companies' retail 
experience, which will Include natural gas commodity marketing 
as well as warranty products and related services. 

Wholesale Services 
While the low natural gas prices that persisted for much of the 
year certainly translated into lower commodity costs for our 
distribution and retail customers, the low volatility environment 
created challenges for our wholesale business. Sequent 
Energy Management, which generally benefits from seasonal 
and location-based price spreads. In fact, 2011 was one of the 
most difficult years Sequent has faced since Its inception in 
2001, Changing pipeline transportation dynamics, such as a 
wave of new shale gas entering the market, and extremely low 
natural gas storage spreads meant fewer opportunities to 

optimize our diverse portfolio of assets. 
These challenges coupled with fourth 
quarter 2011 weather being significantly 
warmer than normal continued to put 
pressure on earnings in this business. 

Though its contribution to 
consolidated earnings was muted in 
2011 relative to prior years, this business 
segment remains highly important to 
AGL Resources, Sequent has asset 
management agreements (AMAs) in 
place with all of our regulated utilities 
with the exception of Nicor Gas. Over the 
past 11 years, Sequent has effectively 

optimized our regulated utility assets resulting in savings to our 
customers and value to our utilities of over $190 million. As we 
move ahead in 2012, our primary objectives at Sequent are to 
continue delivering value to our customers and to Sequent via 
the AMAs, to maintain a strong focus on cost control, and to 
enhance our service offerings to third parties while efficiently 
utilizing capital and maintaining rigorous risk controls. 

Midstream Operations 
We continue to make progress on construction and permitting 
at our natural gas salt dome storage facilities. At Golden 
Triangle Storage in Texas, we completed our first full year of 
operation at Cavern 1 and expect to complete construction of 
Cavern 2 in the first half of 2012, Once complete, this facility will 
operate a total of 13 Bcf of high deliverabillty storage capacity. 
In January we received permission from the Federal Energy 
Regulatory Commission to add Caverns 3 and 4 at Golden 
Triangle, which would increase working capacity by another 
16 Bcf, At Jefferson Island Storage and Hub in Louisiana 
we continue operating 7 Bcf of capacity, and are working 
to secure permits from the Louisiana Department of Natural 
Resources to expand the facility by 12 Bcf, should market 



conditions indicate that expansion is prudent. Obtaining the 
permits at both Golden Triangle and Jefferson Island enhances 
the value of our storage portfolio and provides us with the 
necessary approvals to proceed with construction as market 
conditions warrant. With the completion of the Nicor merger, 
we also added the Central Valley storage facility in California 
to our storage portfolio. This is an 11 Bcf facility which is 
expected to be in service in the first half of 2012. As with our 
wholesale services business, the storage market remains 
challenged due to low natural gas price volatility, but we plan 
to complete the projects listed above, taking a long-term view 
of increased natural gas demand brought about by eventual 
global economic recovery, 

INDUSTRY UPDATE - NATURAL GAS FUNDAMENTALS 
As 1 mentioned, the discovery and production of shale gas 
in North America over the past decade is rapidly changing 
the natural gas landscape. Production 
from shale formations was virtually non
existent just a few years ago and now 
represents approximately one-third of 
natural gas production in the U,S. In fact, 
since 2008 the production of shale gas 
has increased four fold. This bodes quite 
well for our industry and for customers 
of AGL Resources, While we may have 
to make adjustments in parts of our 
business to accommodate this new 
paradigm, over the long-term we should 
expect new users of natural gas as 
prices remain favorable relative to other 
energy sources such as crude oil, petroleum and even coal. 

New technologies are rapidly emerging that should make 
compressed natural gas (CNG) and liquefied natural gas (LNG) 
more viable and more available for fueling vehicles. Companies 
like ours are working with manufacturers, fleet vehicle owners, 
government agencies and many others to foster the use of 
natural gas as a cleaner burning, lower cost alternative to 
gasoline. For example, in 2011 Georgia utility regulators 
approved a plan developed by Atlanta Gas Light that incents 
the private sector to invest in CNG vehicle fueling stations. We 
also purchased a small LNG facility in Trussville, Alabama that 
sells LNG in the wholesale market to buyers who then deliver 
the fuel to end-users such as trucking fleet operators. While 
these projects are small contributors to our business today, 
they demonstrate AGL Resources' commitment to furthering 
the use of a clean-burning, abundant domestic resource. 

PRIORITIES FOR 2012 
Our overall business strategy for 2012 is consistent with the 
direction we have taken the company over the past decade. We 
will remain focused on maintaining a roughly 70% / 30% mix of 
utility / non-utility earnings, strengthening our industry-leading 

O V E F H U E LOrMG- '̂Tt:F 

WE Sr-IOUi D EXPECT 

NEW LISEFiS OF 

NA:rUiEAi GAS AS 

PRICES RFMA;N 

FAVORABi E'T'O'E'TrE 

ENEFiGY SOUFWES 

S U C r i AS (''RUDE C/E. 

PElT^OLEEJlS AND 

distribution operations segment, integrating our operations with 
Nicor across all business segments and delivering the safe, 
reliable service our customers expect. Several of our specific 
business objectives are detailed below; 

• Distribution operations: Make necessary capital 
investments to enhance and maintain the safety and 
reliability of our distribution systems, while minimizing 
regulatory lag; remain a low-cost leader within the industry, 

• Retail operations: Maintain market share in Georgia and 
Illinois while expanding further into new territories such as 
Ohio and Florida; leverage experience across SouthStar 
and Nicor's retail businesses, 

• Wholesale services: Renew affiliated and non-affiliated 
asset management agreements and add new asset 
management, producer services and gas-fired power 
generation; continually enhance risk management, credit 

management and overall controls, 
• Midstream operations: Complete 

construction of Golden Triangle 
Cavern 2 and Central Valley and execute 
contracts for newly available capacity; 
reduce commercial and project 
development costs in response to 
low price volatility environment, 

• Cargo shipping: Expand market 
share in key service areas while 
providing quality total transportation 
and logistics solutions for our 
customers shipping into, through 
and from the Caribbean and Bahamas 

regions; prudently deploy capital investment to ensure 
maximum service safety and reliability; diligently manage 
operating costs. 

From all of the employees at AGL Resources, we thank 
you for your Interest in and ownership of our company's stock. 
At all levels of the company we remain focused on creating 
value for our shareholders and maintaining our track record of 
strong shareholder returns. 

Sincerely, 

John W, Somerhalder II 
Chairman, President and Chief Executive Officer 
February 29, 2012 
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Glossary of Key Terms 

AGL Capital AGL Capital Corporation 

AGL Credit Facility $1,3 billion credit agreement entered into by AGL 
Capital to Support the AGL Capital commercial paper program 

Atlanta Gas Light Atlanta Gas Light Company 

Bcf Billion cubic feet 

Bridge Facility Credit agreement entered into by AGL Capital Corporation 
to finance a portion of the Nicor merger 

Central Valley Central Valley Gas Storage, LLC 

Chattanooga Gas Chattanooga Gas Company 

Chicago Hub A venture of Nicor Gas, which provides natural gas storage 
and transmission-related services to marketers and gas distribution companies 

California Commission California Public Utilities Commission, the agency 
that regulates utilities in California 

EBIT Earnings before interest and taxes, a non-GAAP measure that includes 
operating income and other income and excludes financing costs, including 
interest on debt and income tax expense each of which we evaluate on a 
consolidated level. As an indicator of our operating performance, EBIT should 
not be considered an alternative to, or more meaningful than, earnings before 
income taxes, or net income attributable to AGL Resources Inc, as determined 
in accordance with GAAP 

ERG Environmental remediation costs associated with our distribution 
operations segment which are generally recoverable through rate mechanisms 

FASB Financial Accounting Standards Board 

FERC Federal Energy Regulatory Commission 

Fitch Fitch Ratings 

Florida Commission Florida Public Sen/ice Commission, the state 
regulatory agency for Florida City Gas 

GAAP Accounting principles generally accepted in the United States of 
America 

Georgia Commission Georgia Public Service Commission, the state 
regulatory agency for Atlanta Gas Light 

Georgia Natural Gas The name under which SouthStar does business 
in Georgia 

Golden Triangle Storage Golden Triangle Storage, Inc. 

Hampton Roads Virginia Natural Gas' pipeline project which connects Its 
northern and southern pipelines 

Heating Degree Days A measure of the effects of weather on our 
businesses, calculated when the average dally temperatures are less than 
65 degrees Fahrenheit 

Heating Season The period from November through March when natural 
gas usage and operating revenues are generally higher because weather 
is colder 

Henry Hub A major interconnection point of natural gas pipelines in Erath, 
Louisiana where NYMEX natural gas future contracts are priced 

Horizon Pipeline Horizon Pipeline Company, LLC 

Illinois Commission Illinois Commerce Commission, the state regulatory 
agency for Nicer Gas 

Jefferson Island Jefferson Island Storage & Hub, LLC 

LIBOR London Inter-Bank Offered Rate 

LNG Liquefied natural gas 

LOCOM Lower of weighted average cost or current market price 

Magnolia Magnolia Enterprise Holdings, Inc. 

Marketers Marketers selling retail natural gas In Georgia and certificated by 
the Georgia Commission 

Merger Agreement Agreement and Plan of Merger, dated December 6, 
2010, as amended by and among the Company Nicor, Apollo Acquisition 
Corp, an Illinois corporation and wholly owned subsidiary of the Company 
and Ottawa Acquisition LLC, an Illinois Limited Liability Company and a wholly 
owned subsidiary of the Company 

MGP Manufactured gas plant 

Moody's Moody's Investors Service 

New Jersey BPU New Jersey Board of Public Utilities, the state regulatory 
agency for Elizabethtown Gas 

Nicor Nicor Inc, - an acquisition completed in December 2011 and former 
holding company of Nicor Gas 

Nicor Advanced Energy Prairie Point Energy LLC, doing business as Nicor 
Advanced Energy 

Nicor Gas Northern Illinois Gas Company, doing business as Nicor Gas 
Company 

Nicor Gas Credit Facility $700 million credit facility entered into by Nicor 
Gas to support its commercial paper program 

Nicor Services Nicor Energy Sen/ices Company 

Nicor Solutions Nicor Solutions, LLC 

NUI NUI Corporation - an acquisition completed In November 2004 

NYMEX New York Mercantile Exchange, Inc. 

OCI Other comprehensive Income 

Operating margin A non-GAAP measure of Income, calculated as operating 
revenues minus cost of goods sold, that excludes operation and maintenance 
expense, depreciation and amortization, taxes other than income taxes, and 
gains or losses on the sale of our assets; these items are included in our 
calculation of operating income as reflected In our Consolidated Statements of 
Income. Operating margin should not be considered an alternative to, or more 
meaningful than, operating income as determined in accordance with GAAP 

OTC Over-the-counter 

Pad gas Volumes of non-working natural gas used to maintain the 
operational integrity of the natural gas storage facility 

PBR Performance-based rate, a regulatory plan that provided economic 
incentives based on natural gas cost performance 

PGA Purchased Gas Adjustment 

Piedmont Piedmont Natural Gas Company, Inc, 

Pivotal Utility Pivotal Utility Holdings, Inc, doing business as Elizabethtown 
Gas, Elkton Gas and Florida City Gas 

PP&E Property plant and equipment 

S&P Standard & Poor's Ratings Services 

Sawgrass Storage Sawgrass Storage, LLC 

SEC Securities and Exchange Commission 

Sequent Sequent Energy Management, L,P, 

Seven Seas Seven Seas Insurance Company Inc. 

SNG Substitute natural gas, a synthetic form of gas manufactured from coal 

SouthStar SouthStar Energy Sen/Ices LLC 

STRIDE Atlanta Gas Light's Strategic Infrastructure Development and 
Enhancement program 

Tennessee Authority Tennessee Regulatory Authority, the state regulatory 
agency for Chattanooga Gas 

Term Loan Facility $300 million credit agreement entered into by AGL 
Capital to repay the $300 million senior notes due in 2011 

TEU Twenty-foot equivalent unit, a measure of volume in containerized 
shipping equal to one 20-foot-long container 

Triton Triton Container Investments LLC, a cargo container leasing company 
in which we have an Investment 

Tropical Shipping A wholly owned business and a carrier of containerized 
freight in the Bahamas and the Caribbean region 

VaR Value at risk is defined as the maximum potential loss in portfolio value 
over a specified time period that Is not expected to be exceeded within a given 
degree of probability 

Virginia Natural Gas Virginia Natural Gas, Inc, 

Virginia Commission Virginia State Corporation Commission, the state 
regulatory agency for Virginia Natural Gas 

WACOQ Weighted average cost of gas 

WNA Weather normalization adjustment 
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Forward-Looking Statements 

Certain expectations and projections regarding our future 
performance referenced in this section and elsewhere in this 
report, as well as in other reports and proxy statements we file 
with the SEC or otherwise release to the public and on our website 
are forward-looking statements within the meaning of the United 
States federal securities laws and are subject to uncertainties and 
risks, as itemized in Item 1A "Risk Factors", in this Form 10-K. 
Senior officers and other employees may also make verbal 
statements to analysts, investors, regulators, the media and others 
that are forward-looking. 

Fonward-looking statements involve matters that are not 
historical facts, and because these statements involve anticipated 
events or conditions, forward-looking statements often include 
words such as "anticipate," "assume," "believe," "can," "could," 
"estimate," "expect," "forecast," "future," "goal," "indicate," 
"intend," "may," "outlook," "plan," "potential," "predict," "project," 
"proposed," "seek," "should," "target," "would," or similar 
expressions. You are cautioned not to place undue reliance on our 
forward-looking statements. Our expectations are not guarantees 
and are based on currently available competitive, financial and 
economic data along with our operating plans. While we believe 
that our expectations are reasonable in view of currently available 
information, our expectations are subject to future events, risks 
and uncertainties, and there are numerous factors - many beyond 
our control - that could cause our actual results to vary significantly 
from our expectations. 

Such events, risks and uncertainties include, but are not 
limited to, changes in price, supply and demand for natural gas and 
related products; the impact of changes in state and federal 
legislation and regulation including any changes related to climate 
change; actions taken by government agencies on rates and other 
matters; concentration of credit risk; utility and energy industry 
consolidation; the impact on cost and timeliness of construction 
projects by government and other approvals, development project 
delays, adequacy of supply of diversified vendors, unexpected 

change in project costs, including the cost of funds to finance these 
projects; limits on pipeline capacity; the impact of acquisitions and 
divestitures; our ability to integrate successfully operations that we 
have or may acquire or develop in the future, including those of 
Nicor, and realize cost savings and any other synergies related to 
any such integration, or the risk that any such integration could be 
more difficult, time-consuming or costly than expected; uncertainty 
of our expected financial performance following the recent 
completion of the Nicor merger; disruption from the recent Nicor 
merger making it more difficult to maintain relationships with 
customers, employees or suppliers; direct or indirect effects on our 
business, financial condition or, liquidity resulting from any change 
in our credit ratings resulting from the recent merger with Nicor or 
othenA/ise or any change in the credit ratings of our counterparties 
or competitors; interest rate fluctuations; financial market 
conditions, including recent disruptions in the capital markets and 
lending environment and the current economic downturn; and 
general economic conditions; uncertainties about environmental 
issues and the related impact of such issues; the impact of changes 
in weather, including climate change, on the temperature-sensitive 
portions of our business; the impact of natural disasters such as 
hurricanes on the supply and price of natural gas; acts of war or 
terrorism; the outcome of litigation; and other factors discussed 
elsewhere herein and in our filings with the SEC. 

We caution readers that the important factors described 
elsewhere in this report, among others, could cause our business, 
results of operations or financial condition to differ significantly 
from those expressed in any forward-looking statements. There 
also may be other factors that we cannot anticipate or that are not 
described in this report that could cause results to differ significantly 
from our expectations. 

Forward-looking statements are only as of the date they are 
made. We undertake no obligation to publicly update or revise any 
fonward-looking statement, whether as a result of future events, 
new information or othenwise, except as required under United 
States federal securities law. 



PARTI 

Item 1. Business 

Unless the context requires otherwise, references to "we," "us," 
"our," the "company" and "AGL Resources" are intended to mean 
consolidated AGL Resources Inc, and its subsidiaries. The 
operations and businesses described in this filing are owned and 
operated, and management services provided, by distinct direct 
and indirect subsidiaries of AGL Resources, AGL Resources was 
organized and incorporated in 1995 under the laws of the State 
of Georgia, 

Merger w i th Nicor 

On December 9, 2011, we closed our merger with Nicor and 
created a combined company with increased scale and scope in 
the distribution, storage and transportation of natural gas. We are 
now the nation's largest natural gas distribution company based 
on customer count. In accordance with the Merger Agreement, 
each share of Nicor common stock outstanding at the Effective 
Time (as defined in the Merger Agreement), other than shares to 
be cancelled, and Dissenting Shares (as defined in the Merger 
Agreement), was converted into the right to receive consideration 
consisting of (1) $21.20 in cash and (ii) 0.8382 shares of AGL 
Resources common stock. Fractional shares were not issued in 
connection with the merger as Nicor shareholders who would 
have been entitled to receive a fraction of a share of AGL Resources 
common stock received cash settlements. Additionally cash was 
paid to repurchase stock options and restricted stock units that 
were awarded for pre-merger services. The total purchase 
consideration of $2.5 billion paid to Nicor shareholders was 
primarily based on the number of Nicor shares outstanding on 
December 9, 2011, and the volume-weighted average price of 
AGL Resources common stock on December 8, 2011, 

In connection with the Nicor merger, the headquarters of our 
distribution operations segment moved to Naperville, Illinois during 
December 2011 and we agreed not to initiate a rate proceeding 
that would increase our base rates effective prior to December 7, 
2014. We have committed to maintain 2,070 full-time equivalent 
employees involved in the operation of Nicor Gas for a period of 
three years and maintain the personnel numbers in specific areas 
of safety oversight of the Nicor Gas system for a period of at least 
five years. Additionally, we are required to maintain the same 
level of corporate philanthropy within the communities that 
Nicor Gas serves. 

See the following discussions for more information on the 
impacts of the Nicor merger on our business. Additionally, see the 
Executive Summary within Management's Discussion and Analysis 
of Financial Condition and Results of Operations, as well as Note 
3 to our consolidated financial statements under Item 8 herein, for 
additional information on the merger. During 2011, we recorded 
approximately $68 million ($55 million net of tax) of transaction 
expenses associated with the merger with Nicor, These costs are 

expensed as incurred. The effects of Nicor's results of operations 
and financial condition on our 2011 results include activity from 
December 10, 2011 through December 31, 2011. 

Nature of Our Business 

We are an energy sen/ices holding company whose principal 
business is the distribution of natural gas in seven states — Illinois, 
Georgia, Virginia, New Jersey, Florida, Tennessee and Maryland — 
through our seven natural gas distribution utilities, including, as a 
result of the Nicor merger, Nicor Gas. At December 31, 2011, our 
seven utilities served approximately 4.5 million end-use customers. 

In addition to our primary business of the distribution of 
natural gas, we are involved in several related and complementary 
businesses. Our retail operations segment serves more than one 
million retail customers and markets natural gas and related home 
services to end-use customers in Georgia, Illinois, Ohio, Florida 
and New York. Our wholesale services segment provides natural 
gas storage arbitrage and related activities, natural gas asset 
management and related logistics activities for each of our utilities 
as well as for non-affiliated companies. Our midstream operations 
segment provides natural gas storage arbitrage and related 
activities and engages in the development and operation of high-
deliverability natural gas storage assets. 

As a result of the Nicor merger we are also involved in the 
shipping industry through our cargo shipping segment, which owns 
and operates Tropical Shipping, one of the largest containerized 
cargo carriers serving the Bahamas and the Caribbean, 

In connection with the completion of the Nicor merger on 
December 9, 2011, we revised our operating segments to be the 
following five operating and reporting segments — distribution 
operations, retail operations, wholesale services, midstream 
operations, cargo shipping and one non-operating segment — 
other. These segments are consistent with how management 
views and manages our businesses. For additional information on 
our segments, see Item 7, "Management's Discussion and 
Analysis of Financial Condition and Results of Operations" under 
the caption "Results of Operations" and Note 13 to our consolidated 
financial statements under Item 8 herein. 
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Distr ibution Operat ions 

Our distribution operations segment is the largest component of our business and includes seven natural gas local distribution utilities. These 
utilities construct, manage and maintain intrastate natural gas pipelines and distribution facilities and include: 

utility State 

Number ot 

customers 

(in thousands) 

Approximate 

miles of 

pipe 

Nicor Gas"' 
Atlanta Gas Light 
Virginia Natural Gas 
Elizabethtown Gas 
Florida City Gas 
Chattanooga Gas 
Elkton Gas 

Illinois 
Georgia 
Virginia 
New Jersey 
Florida 
Tennessee 
Maryland 

2,188 
1,541 

278 
276 
103 
62 
6 

34,000 
32,250 

5,500 
3,150 
3,450 
1,600 

100 

Total 4,454 80,050 
'' Customers as of December 31, 2011. 

The focus on the design of our distribution operations is the 
delivery of safe and reliable natural gas to our end-users. In 
integrating Nicor Gas into our existing distribution operations, we 
plan to focus on the standardization of operational processes along 
with continuing to focus on delivering superior customer service. 

Competition and Customer Demand 

All of our utilities face competition from other energy products. Our 
principal competition is from electric utilities and oil and propane 
providers serving the residential and commercial markets 
throughout our service areas. Additionally the potential 
displacement or replacement of natural gas appliances with 
electric appliances is a competitive factor. 

Competition for space heating and general household and 
small commercial energy needs generally occurs at the initial 
installation phase when the customer or builder makes decisions 
as to which types of equipment to install. Customers generally 
continue to use the chosen energy source for the life of the 
equipment. Customer demand for natural gas could be affected 
by numerous factors, including: 

• changes in the availability or price of natural gas and other forms 
of energy 

• general economic conditions 
• energy conservation 
• legislation and regulations 
• the capability to convert from natural gas to alternative fuels 
• weather 
• new commercial construction and 
• new housing starts. 

Over the last two years there has been some improvement in 
the economic conditions within the areas we serve. However, 
there continue to be high rates of unemployment and depressed 
housing markets with high inventories, significantly reduced new 

home construction and a slow-down in new commercial 
development. As a result, we have experienced slight customer 
losses in our distribution operations segment. Excluding Nicor 
Gas, our year-over-year consolidated utility customer gain rate 
was 0,1 % in 2011, compared to a loss rate of (0.1)% for 2010. We 
anticipate overall competition and customer trends in 2012 to be 
similar to our 2011 results. For the full year 2011 the customer 
count of Nicor Gas increased by 0.4% compared to 0.2% 
for 2010. 

We continue to mitigate the effects of the current economic 
conditions on our business through our use of a variety of targeted 
marketing programs designed to attract new customers and to 
retain existing customers. These efforts include working to add 
residential customers, multifamily complexes and commercial 
customers who use natural gas for purposes other than space 
heating, as well as evaluating and launching new natural gas related 
programs, products and services to enhance customer growth, 
mitigate customer attrition and increase operating revenues. 

The natural gas related programs generally emphasize natural 
gas as the fuel of choice for customers and seek to expand the 
use of natural gas through a variety of promotional activities. In 
addition, we partner with numerous third-party entities such as 
builders, realtors, plumbers, mechanical contractors, architects 
and engineers to market the benefits of natural gas appliances and 
to identify potential retention options eariy in the process for those 
customers who might consider converting to alternative fuels. 

We work with regulators and state agencies in each of our 
jurisdictions to educate customers throughout the year about 
energy costs in advance of the Heating Season, and to ensure that 
those customers qualifying for the Low Income Home Energy 
Assistance Program and other similar programs receive any 
needed assistance. We expect to continue this focus for the 
foreseeable future. We have also worked with the Virginia 
Commission, the Tennessee Authority and the New Jersey BPU to 
educate our customers about energy efficiency and conservation 
and to provide rebates and other incentives for the purchase of 



high-efficiency natural gas-fueled equipment. Additionally we 
provide rebates and other incentives to our Nicor Gas customers 
through similar energy efficiency plans. 

Sources of Natural Gas Supply 

We purchase natural gas supplies in the open market by 
contracting with producers and marketers. We also purchase 
transportation and storage services from interstate pipelines that 
are regulated by the FERC. When firm pipeline sen/ices are 
temporarily not needed, we may release the sen/ices in the 
secondary market under FERC-approved capacity release 
provisions, with proceeds reducing the cost of natural gas charged 
to customers for most of our utilities. Peak-use requirements are 
met through utilization of company-owned storage facilities, 
pipeline transportation capacity purchased storage services and 
other supply sources, arranged by either our transportation 
customers or us. We have been able to obtain sufficient supplies 
of natural gas to meet customer requirements. We believe natural 
gas supply and pipeline capacity will be sufficiently available to 
meet market demands in the foreseeable future. 

Utility Regulation and Rate Design 

Rate Structures Our utilities operate subject to regulations and 
oversight of the state regulatory agencies in each of the seven 
states sen/ed by our utilities with respect to rates charged to our 
customers, maintenance of accounting records and various 
service and safety matters. Rates charged to our customers vary 
according to customer class (residential, commercial or industrial) 
and rate jurisdiction. These agencies approve rates designed to 
provide us the opportunity to generate revenues to recover all 
prudently incurred costs, including a return on rate base sufficient 
to pay interest on debt and provide a reasonable return for our 
shareholders. Rate base generally consists of the original cost of 
utility plant in sePi/ice, working capital and certain other assets; 
less accumulated depreciation on utility plant in service and net 
deferred income tax liabilities, and may include certain other 
additions or deductions. 

The natural gas market for Atlanta Gas Light was deregulated 
in 1997. Accordingly, Marketers, rather than a traditional utility, sell 
natural gas to end-use customers in Georgia and handle customer 
billing functions. The Marketers file their rates monthly with the 
Georgia Commission. As a result of operating in a deregulated 
environment, Atlanta Gas Light's role includes: 

• reading meters and maintaining underiying customer premise 
information for Marketers 

• planning and contracting for capacity on interstate transportation 
and storage systems 

Atlanta Gas Light earns revenue by charging rates to its 
customers based primarily on monthly fixed charges that are 
periodically adjusted. The Marketers add these fixed charges to 
customer bills. This mechanism, called a straight-fixed-variable 
rate design, minimizes the seasonality of Atlanta Gas Light's 
revenues since the monthly fixed charge is not volumetric or 
directly weather dependent. 

With the exception of Atlanta Gas Light, the earnings of our 
regulated utilities can be affected by customer consumption 
patterns that are a function of weather conditions and price levels 
for natural gas. Specifically, customer demand substantially 
increases during the Heating Season when natural gas is used for 
heating purposes. We have various mechanisms, such as weather 
normalization mechanisms at some of our utilities which limit our 
exposure to weather changes within typical ranges in the utilities' 
respective service areas. 

All of our utilities, excluding Atlanta Gas Light, are authorized 
to use natural gas cost recovery mechanisms that allow them to 
adjust their rates to reflect changes in the wholesale cost of natural 
gas and to ensure they recover all of the costs prudently incurred 
in purchasing gas for their customers. Since Atlanta Gas Light 
does not sell natural gas directly to its end-use customers, it does 
not need or utilize a natural gas cost recovery mechanism. 
However, Atlanta Gas Light does maintain inventory for the 
Marketers in Georgia and recovers the cost of this gas through 
recovery mechanisms approved by the Georgia Commission. 

In addition to natural gas recovery mechanisms, we have 
other cost recovery mechanisms, such as riders, which vary by 
utility but allow us to recover certain costs such as environmental 
remediation and energy efficiency plans. 

In traditional rate designs, utilities recover a significant portion 
of their fixed customer sen/ice and pipeline infrastructure costs 
based on assumed natural gas volumes used by our customers. 
Three of our utilities have "decoupled" regulatory mechanisms in 
place that encourage consen/ation. We believe that separating, or 
decoupling, the recoverable amount of these fixed costs from the 
customer throughput volumes, or amounts of natural gas used by 
our customers, allows us to encourage our customers' energy 
conservation and ensures a more stable recovery of our fixed costs. 

distributing natural gas for Marketers 
constructing, operating and maintaining the gas system 
infrastructure, including responding to customer service calls 
and leaks 
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The following table provides regulatory information for our six largest utilities. 

Nicor 

Gas 

8.09% 
N/A 

10.17% 
N/A 

51.1% 

$1,485 

• 

Oct. 2009 

Atlanta 

Gas Light 

8.10% 
8.33% 

10.75% 
11.20% 
51.0% 

$1,317 

• 
• 

• 
Oct 2010 

Virginia 

Natural Gas 

7.38% 
8.15% 

10.00% 
11.97% 
45.4% 

$516 
• 

Dec. 2011 

Elizabethtown 

Dec 

Gas 

7.64% 
8.84% 

10.30% 
12.81% 
47.9% 

$476 
• 

• 

.2009 

Florida 

City Gas 

7.36% 
5.74% 

11.25% 
8.53% 
36.8% 

$163 

N/A 

Chattanooga 

Gas 

7.41 % 
8.43% 

10.05% 
12.24% 
46.1% 

$92 
• 
• 

May 2010 

Authorized return on rate base™ 
Estimated 2011 return on rate base"' 
Authorized return on equity'" 
Estimated 2011 return on equity'" 
Authorized rate base % of equity'" 
Rate base included in 2011 return 
on equity (in millions)'" 

Weather normalization" 
Decoupled or straight-fixed variable rates'*' 
Regulatory infrastructure program rates'" 
Bad debt rider'" 
Synergy sharing policy'̂  
Last decision on change in rates"' 
'''The authorized return on rate base, return on equity, and percentage of equity v̂ êre those authorized asof December 31, 2011. 

'̂ ' Estimates based on principles consistent with utility ratemaking in each jurisdiction.'' 

'̂ 1 Involves regulatory mechanisms that allow us to recover our costs in the event of unseasonal v̂ êather, but are not direct offsets to the potential impacts of weather and customer consumption on 

earnings. These mechanisms are designed to help stabilize operating results by increasing base rate amounts charged to customers when weather is warmer than normal and decreasing amounts 

charged when weather is colder than normal. 

'"' Decoupled and straight-fixed-variable rate designs allow for the recovery of fixed customer service costs separately from assumed natural gas volumes used by our customers. The decoupled rate 

design for Virginia Natural Gas expired in December 2011. 

'•̂ ' Includes programs that update or expand our distribution systems and liquefied natural gas facilities. 

1̂* Involves the recovery (or refund) of the amount of bad debt expense over (or under) an established benchmark expense. 

'̂ ' Involves the recovery of 50% of net synergy savings achieved on future acquisitions, 

'̂ ' in connection with the Nicor merger, we agreed not to initiate a rate proceeding that wouid increase the base rates for Nicor Gas effective prior to December 9, 2014. 

Recent Regulatory Actions 

Nicor Gas In May 2011, the Illinois Commission approved an 
energy efficiency plan for Nicor Gas pursuant to an Illinois law that 
requires local gas distribution utilities to establish plans to achieve 
specified energy savings goals and provides utilities with a rider to 
collect the costs from customers. Under its approved plan, we 
estimate that Nicor Gas would bill approximately $155 million to 
customers under the rider, over a three year period which 
commenced June 1, 2011, to fund the costs of various energy 
savings programs identified in the filing. This new energy efficiency 
plan rider replaced the rider previously in effect. The costs under 
the rider are subject to annual review by the Illinois Commission. 

On July 1, 2009, Nicor Gas filed a petition seeking re-approval 
from the Illinois Commission of the operating agreement that 
governs many inter-company transactions between Nicor Gas 
and its affiliates. The petition was filed pursuant to a requirement 
contained in the Illinois Commission order approving Nicor Gas's 
most recent general rate increase and requested that the operating 
agreement be re-approved without change. A number of parties 
intervened in the proceeding (the "operating agreement 
proceeding") and sought modifications on a prospective basis to 
the operating agreement. Among the proposals were several by 
the Illinois Commission Staff and interveners that would preclude 
Nicor Gas from continuing to provide certain services to support 
warranty products that are sold by Nicor Services. Specifically 
Nicor Services had used Nicor Gas personnel to assist in some 

sales solicitation for these warranty products. The Illinois 
Commission was required to evaluate future transactions between 
Nicor Gas and its affiliates in connection with the joint application 
of AGL Resources, Nicor and Nicor Gas for approval of the merger 
of AGL Resources and Nicor (the "merger proceeding"). The Illinois 
Commission Administrative Law Judge assigned to the merger 
proceeding decided to address the matters raised in the operating 
agreement proceeding in the merger proceeding. As a result, 
Nicor Gas is no longer permitted to use its call center personnel to 
solicit its affiliates' products, most notably the warranty products. 
This is not expected to have a material impact on our results of 
operations, cash flows and financial condition. 

On January 1, 2000, Nicor Gas instituted a PBR plan for 
natural gas costs. Under the PBR plan, Nicor Gas' total gas supply 
costs were compared to a market-sensitive benchmark. Savings 
and losses relative to the benchmark were determined annually 
and shared equally with sales customers. The PBR plan was 
terminated effective January 1, 2003. The PBR plan is currently 
under review by the Illinois Commission as there are allegations that 
Nicor Gas acted improperly in connection with the PBR plan. In 
February 2012, we committed to a stipulated resolution of issues 
with the Illinois Commission, which includes crediting Nicor Gas 
customers $64 million, but does not constitute an admission of 
fault. The stipulated resolution is subject to review and approval by 
the Illinois Commission. The Citizens Utility Board and the Illinois 
Attorney General's Office are not parties to this stipulated resolution 
and continue to pursue their claims in this proceeding. Evidentiary 



hearings on this matter are scheduled to begin on February 28, 
2012. We do not expect the stipulated resolution to affect our 2011 
or 2012 Consolidated Statements of Income, as the $64 million 
proposed credit is consistent with the estimated liability we 
recorded for this matter as part of our accounting for the merger 
with Nicor. For more information on the PBR plan see Note 11 to 
our consolidated financial statements under Item 8 herein. 

On February 2, 2010, the Illinois Commission approved Nicor 
Gas' previously filed bad debt rider. This rider provides for the 
recovery from (or credit to) Nicor Gas customers of the difference 
between Nicor Gas' actual bad debt experience on an annual basis 
and the $63 million benchmark bad debt expense included in its 
base rates for the respective year. Costs incurred for bad debt 
expense are subject to annual review by the Illinois Commission. 

As we continue to conduct the actual remediation and enter 
into cleanup contracts, we are increasingly able to provide 
conventional engineering estimates of the likely costs of many 
elements of the remediation program. These estimates contain 
various engineering uncertainties, and we regularly attempt to 
refine and update these engineering estimates. These costs are 
primarily recovered through rate riders. 

See Item 7, "Management's Discussion and Analysis ot 
Financial Condition and Results of Operations - Critical Accounting 
Estimates", for additional information about our environmental 
remediation liabilities. Also see Note 11 to our consolidated 
financial statements under Item 8, "Financial Statements and 
Supplementary Data" for information on our environmental 
remediation efforts. 

Virginia Natural Gas On December 20, 2011, the Virginia 
Commission approved an annual increase of $11 million in base 
rate revenues and established an authorized return on equity of 
10% for Virginia Natural Gas with an overall return on rate base set 
at 7.38%. Additionally $3.1 million of costs previously recovered 
through base rates will now be recovered through the company's 
gas cost recovery rate. Customer's bills will be credited to refund 
the difference between the final approved rates and an interim rate 
increase, which began with usage on and after October 1, 2011, 
The new rate is expected to increase the average residential 
customer's monthly bill by less than $3.50 per month depending 
on usage. 

Capital Projects 

We continue to focus on capital discipline and cost control, while 
moving ahead with projects and initiatives that we expect will have 
current and future benefits to us and our customers, provide an 
appropriate return on invested capital and ensure the safety, 
reliability and integrity of our utility infrastructure. The following 
table and discussions provide updates on some of our larger 
capital projects at our distribution operations segment. These 
programs update or expand our distribution systems to improve 
system reliability and meet operational flexibility and growth. Our 

Environmental Remediation Costs 

We are subject to federal, state and local laws and regulations 
governing environmental quality and pollution control. These laws 
and regulations require us to remove or remedy the effect on the 
environment of the disposal or release of specified substances at 
current and former operating sites. The following table provides 
more information on the costs related to remediation of our former 
MGP operating sites. 

In millions 

Illinois 
Georgia and Florida 
New Jersey 
North Carolina 

Total 

$134-
42-

124-
10-

$310-

Cost 

estimate 

range'" 

-$216 
- 98 
- 174 
- 16 
-$504 

Amount 

recorded 

$134 
58 

124 
11 

$327 

Expected costs 

over next twelve 

months 

$19 
7 
9 
2 

$37 
!̂ ' Our ERG liabilities are customarily reported estimates of future remediation costs for our 

former operating sites that are contaminated based on probabilistic models of potentiai costs 

and on an undiscounted basis. However, we have not yet performed these probabilistic 

models for ali of our sites in Illinois, which will be completed in 2012, 
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anticipated expenditures for these programs in 2012 are discussed in 'Liquidity and Capital Resources' under the caption 'Cash Flows from 
Financing Activities'. 

Dollars in millions 

Pipeline replacement program 
Integrated System Reinforcement Program 
Integrated Customer Growth Program 
Enhanced infrastructure program 

utility 

Atlanta Gas Light 
Atlanta Gas Light 
Atlanta Gas Light 

Elizabethtown Gas 

Expenditures 

In 2011 

$ 70 
89 
7 

22 

Expenditures 

to date 

$568 
141 
12 
90 

Miles of 

pipe 

replaced 

2,531 
n/a 
n/a 
88 

Year project 

began 

1998 
2009 
2010 
2009 

Anticipated 

year of 

completion 

2013 
2012 
2012 
2012 

Total $188 $811 2,619 

Atlanta Gas Light Our STRIDE program is comprised of the 
ongoing pipeline replacement program, the Integrated System 
Reinforcement Program (i-SRP), and Integrated Customer Growth 
Program (i-CGP). The purpose of the i-SRP program under 
STRIDE is to upgrade our distribution system and liquefied natural 
gas facilities in Georgia, improve our system reliability and 
operational flexibility, and create a platform to meet long-term 
forecasted grov\rth. Our i-CGP authorizes Atlanta Gas Light to 
extend its pipeline facilities to serve customers in areas without 
pipeline access and create new economic development 
opportunities in Georgia. Under STRIDE, we are required to file an 
updated ten-year forecast of infrastructure requirements under 
i-SRP along with a new construction plan every three years for 
review and approval by the Georgia Commission. 

Virginia Natural Gas In January 2012 Virginia Natural Gas 
filed an accelerated infrastructure replacement program with the 
Virginia Commission. The program was filed pursuant to a Virginia 
statute that provides a regulatory cost recovery mechanism to 
recover the costs associated with certain infrastructure 
replacement programs. Our proposed program is for a five-year 
period and includes a maximum allowance for capital expenditure 
of $25 million per year, not to exceed $105 million in total over the 
five-year period. The Virginia Commission has six months to review 
and render a decision on this proposed program. 

Erizabethtown Gas The New Jersey BPU-approved 
accelerated enhanced infrastructure program was created in 
response to the New Jersey Governor's request for utilities to 
assist in the economic recovery by increasing infrastructure 
investments. On May 16, 2011, the New Jersey BPU approved 
Elizabethtown Gas' request to spend an additional $40 million 
under this program before the end of 2012. Costs associated with 
the investment in this program are recovered through periodic 
adjustments to base rates. We expect to file for an extension of the 
program in 2012. 

Asset Management Agreements 

Some of our utilities have entered into asset management 
agreements with Sequent, our affiliate. These agreements are 
designed to efficiently manage storage and transportation assets 
belonging to our utilities, including the purchase and sale of natural 
gas as well as excess transportation and storage capacity that 
may not be needed on a daily basis to meet system requirements. 

The agreements have either annual minimum guarantees within a 
profit sharing structure, a profit sharing structure without any 
annual minimum guarantee, or a fixed fee. Under the various types 
of agreements, Sequent made payments of $32 million in 2011. 
Our utilities began entering Into these agreements with Sequent in 
2001. From 2001 through 2011 Sequent has made sharing 
payments under these agreements totaling $192 million, which 
has reduced customers' bills at all of our utilities except Atlanta 
Gas Light. For Atlanta Gas Light these payments have been made 
to the Universal Service Fund controlled by the Georgia 
Commission and utilized for infrastructure improvements and to 
fund heating assistance programs. The following table provides 
payments made by Sequent to our utilities under these agreements 
during the last three years. 

Total amount received 

In millions 2011 2010 2009 Expiration Date 

Atlanta Gas Light 
Virginia Natural Gas 
Elizabethtown Gas 
Florida City Gas 
Chattanooga Gas 

Total 

$ 9 
9 
9 
2 
3 

$32 

$ 4 
5 

10 
1 
4 

$24 

$16 
. 7 
11 

1 
4 

$39 

March 2012 
March 2016 
March 2014 
March 2013 
March 2014 

On March 30, 2011, the New Jersey BPU authorized the 
renewal of the asset management agreement between 
Elizabethtown Gas and Sequent. The renewed agreement requires 
Sequent to pay minimum annual fees of $5 million to Elizabethtown 
Gas and includes overall margin sharing levels of 70% to 
Elizabethtown Gas and 30% to Sequent. In October 2011, the 
Virginia Commission authorized the renewal of the asset 
management agreement between Virginia Natural Gas and 
Sequent. The minimum and overall sharing levels of the renewed 
agreement are consistent with the prior agreement. 

Retail Operations 

The companies in our retail operations segment market natural 
gas and related home services, such as appliance repair and line 
protection plans to customers primarily in our utility service areas, 
but also in areas outside of our utility service areas. This segment 
also offers products that provide product protection and comfort 
sen/ices and natural gas price risk and utility bill management 
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services. These companies include SouthStar, Nicor Advanced 
Energy Nicor Solutions and Nicor Services. Nicer Solutions, Nicor 
Sen/ices and Nicor Advanced Energy joined our business on 
December 9, 2011 as part of the Nicor merger and are wholly 
owned businesses. 

Our retail operations businesses, including SouthStar, Nicor 
Advanced Energy and Nicor Solutions, generate earnings through 
the sale of natural gas to residential, commercial and industrial 
customers, primarily in Georgia and Illinois where we capture 
spreads between wholesale and retail natural gas prices. We also 
offer our customers energy-related products that provide for 
natural gas price stability and utility bill management. These 
products mitigate and/or eliminate the risks to customers of colder 
than normal weather and/or changes in natural gas prices. We 
charge a fee or premium for these services. 

We also collect monthly service fees and customer late 
payment fees. We evaluate the combination of these two retail 
price components to ensure such pricing is structured to cover 
related retail customer costs, such as bad debt expense, customer 
service and billing, and lost and unaccounted-for gas, and to 
provide a reasonable profit, as well as being competitive to attract 
new customers and maintain market share. 

Through our commercial operations we optimize storage and 
transportation assets and effectively manage commodity risk, 
which enables our energy solutions businesses to maintain 
competitive retail prices and operating margin. Through hedging 
transactions, we manage exposures arising from changing 
commodity prices by using natural gas storage transactions to 
capture operating margin from natural gas pricing differences that 
occur over time. 

SouthStar, a joint venture currently owned 85% by us and 15% 
by Piedmont, markets natural gas and related services to retail 
customers on an unregulated basis, primarily in Georgia under the 
trade name Georgia Natural Gas. SouthStar also serves retail 
customers in Ohio, Florida and New York. We have no contractual 
rights to acquire Piedmont's remaining 15% ownership interests. 

SouthStar is governed by an executive committee, which is 
comprised of six members, three representatives from AGL 
Resources and three representatives from Piedmont. Under the 
joint venture agreement, all significant management decisions 
require the unanimous approval of the SouthStar executive 
committee; accordingly our 85% financial interest is considered to 
be noncontrolling. We record the earnings allocated to Piedmont 
as a noncontrolling interest In our Consolidated Statements of 
Income, and we record Piedmont's portion of SouthStar's capital 
as a noncontrolling interest in our Consolidated Statements of 
Financial Position. 

SouthStar's operations are sensitive to seasonal weather, 
natural gas prices, customer growth and consumption patterns 
similar to those affecting our utility operations. SouthStar's retail 
pricing strategies and the use of a variety of hedging strategies, 
such as the use of futures, options, swaps, weather derivative 
instruments and other risk management tools, help to ensure retail 

customer costs are covered to mitigate the potential effect of 
these issues and commodity price risk on its operations. For more 
Information on SouthStar's energy marketing and risk management 
activities, see Item 7A, "Quantitative and Qualitative Disclosures 
About Market Risk - Commodity Price Risk." 

Nicor Solutions offers its residential and small commercial 
customers, primarily in the Nicor Gas service territory, energy-
related products that provide for natural gas price stability and 
utility bill management. These products mitigate and/or eliminate 
the risks to customers of colder than normal weather and/or 
changes in natural gas prices. Nicor Advanced Energy is certified 
by the Illinois Commission as an Alternate Gas Supplier, authorizing 
it to be a non-utility marketer of natural gas for residential and 
small commercial customers. Nicor Advanced Energy presently 
operates in northern Illinois, offering customers an alternative to 
the utility as its natural gas supplier 

Our retail operations businesses also provide warranty 
protection solutions to customers through Nicor Services. Such 
sen/ices include a gas line repair plan and a heating, ventilation, 
and air conditioning repair and maintenance plan, whereby we, in 
return for a predetermined monthly amount collected from 
customers, provide repair and maintenance per the contracted 
terms. In addition, we also provide customer move connection 
services for utilities. Our retail operations businesses primarily 
provide warranty protection solutions to customers in Illinois and 
Ohio under the Nicor National brand. 

Competition Our retail operations business competes with 
other energy marketers to provide natural gas and related services 
to customers in Georgia, Illinois, Ohio, New York and the Southeast. 
In the Georgia market, SouthStar operates as Georgia Natural Gas 
and is the largest of eleven Marketers, with average customers of 
approximately 495,000 over the last three years and market share 
of approximately 33%. 

In recent years, increased competition and the heavy 
promotion of fixed price plans by SouthStar's competitors has 
resulted in increased pressure on retail natural gas margins. In 
response to these market conditions SouthStar's residential and 
commercial customers have been migrating to fixed price plans, 
which, combined with increased competition from other Marketers, 
has impacted SouthStar's customer growth as well as margins. 

In addition, similar to our natural gas utilities, our retail 
operations businesses face competition based on customer 
preferences for natural gas compared to other energy products, 
primarily electricity and the comparative prices of those products. 
Natural gas price volatility in the wholesale natural gas commodity 
market has also contributed to an increase in competition for 
residential and commercial customers. We continue to use a 
variety of targeted marketing programs to attract new customers 
and to retain existing customers. In October 2011, Georgia Natural 
Gas was named the exclusive natural gas partner for the Delta Air 
Lines Inc. Delta SkyMiies Program in Georgia. This is a long-term 
partnership and we expect it will help retain current customers as 
well as attract new customers from other Marketers in Georgia. 
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Our retail operations businesses also experience price, 
convenience and service competition from other warranty and 
HVAC companies. These businesses also bear risk from potential 
changes in the regulatory environment. As a condition of the 
merger, Nicor Gas is no longer permitted to use its call center 
personnel to solicit its affiliates' products, most notably the 
warranty products. 

Wholesale Services 

Our wholesale services segment consists of our wholly owned 
subsidiaries Sequent, Nicor Enerchange and Compass Energy 
(Compass). Sequent is involved in asset management and 
optimization, storage, transportation, producer and peaking 
services and wholesale marketing of natural gas across the United 
States and in Canada. Nicor Enerchange, which was integrated into 
Sequent as part of the Nicor merger, expands Sequent's wholesale 
marketing of natural gas supply services in the Midwest, enables 
Sequent to serve commercial and industrial customers in the 
Midwest primarily in the northern Illinois market area and manage 
Nicor Solutions' and Nicor Advanced Energy's product risks, 
including the purchase of natural gas supplies. Compass, which we 
acquired in 2007, provides natural gas supply and services to 
commercial, industrial and governmental customers primarily in 
Kentucky, Ohio, Pennsylvania, Virginia and West Virginia. 

Wholesale services utilizes a portfolio of natural gas storage 
assets, contracted supply from all of the major producing regions, 
as well as contracted storage and transportation capacity across 
the Gulf Coast, Eastern, Midwestern and Western sections of the 
United States and Canada to provide these services to its 
customers, consisting primarily of electric and natural gas utilities, 
power generators and large industrial customers. Our logistical 
expertise enables us to provide our customers with natural gas 
from the major producing regions and market hubs in the United 
States and Canada and meet our delivery requirements and 
customer obligations at competitive prices by leveraging our 
portfolio of natural gas storage assets and contracted natural gas 
supply transportation and storage capacity 

Wholesale services portfolio of storage and transportation 
capacity also enables us to generate additional operating margin 
by optimizing the contracted assets through the application of our 
wholesale market knowledge and risk management skills as the 
opportunities arise in the Gulf Coast, Eastern, Midwestern and 
Western sections of the United States and Canada. These asset 
optimization opportunities focus on capturing the value from idle 
or underutilized assets, typically by participating in transactions to 
take advantage of volatility in pricing differences between varying 
geographic locations and time horizons (location and seasonal 
spreads) within the natural gas supply, storage and transportation 
markets to generate earnings. We seek to mitigate the commodity 
price and volatility risks and protect our operating margin through 
a variety of risk management and economic hedging activities. 

Competition Wholesale services competes for asset 
management, long-term supply and seasonal peaking service 
contracts with other energy wholesalers, often through a 
competitive bidding process. We are able to price competitively by 
utilizing our portfolio of contracted storage and transportation 
assets and by renewing and adding new contracts at prevailing 
market rates. We will further continue to broaden our market 
presence in sections of the United States and Canada where our 
portfolio of contracted storage and transportation assets provided 
us a competitive advantage, as well as continue our pursuit of 
additional opportunities with power generation companies located 
in the areas of the country we operate. We are also focused on 
building our fee based services in part to have a source of operating 
margin that is less impacted by volatility in the marketplace. 

Asset Management Transactions Our asset management 
customers include affiliated and nonaffiliated utilities, municipal 
utilities, power generators and large industrial customers. These 
customers, due to seasonal demand or levels of activity, may have 
contracts for transportation and storage capacity which exceed 
their actual requirements. We enter into structured agreements 
with these customers, whereby we, on behalf of the customers, 
optimize the transportation and storage capacity during periods 
when customers do not use it for their own needs. We may capture 
incremental operating margin through optimization, and either 
share margins with the customers or pay them a fixed amount. 

Transportation Transactions We enter Into contracts for 
natural gas transportation capacity and participate in transactions 
that manage the natural gas commodity and transportation costs 
in an attempt to achieve the lowest cost to serve our various 
markets. We seek to optimize this process on a daily basis as 
market conditions change by evaluating all the natural gas 
supplies, transportation alternatives and markets to which we 
have access and identifying the lowest-cost alternatives to serve 
our markets. This enables us to capture geographic pricing 
differences across these various markets as delivered natural gas 
prices change. 

As we execute transactions to secure transportation capacity 
we often enter into forward financial contracts to hedge our 
positions and lock-in a margin on future transportation activities. 
The hedging instruments are derivatives, and we reflect changes in 
the derivatives' fair value in our reported operating results in the 
period of change, which can be in periods prior to actual utilization 
of the transportation capacity 

Producer Services Our producer services activities focus 
on aggregating natural gas supply primarily from various small and 
medium-sized producers located throughout the natural gas 
production areas of the United States. We provide producers with 
certain logistical and risk management services that offer them 
attractive options to move their supply into the pipeline grid. 

Park and Loan Transactions We routinely enter into park 
and loan transactions with various pipelines and storage facilities, 
which allows us to park gas on, or borrow gas from, the pipeline in 
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one period and reclaim gas from, or repay gas to, the pipeline in a 
subsequent period. For these services, we charge, or pay, rates 
which include the retention of natural gas lost and unaccounted for 
in-kind, The economics of these transactions are evaluated and 
price risks are managed in much the same way as traditional 
reservoir and salt-dome storage transactions are evaluated 
and managed. 

We enter into forward NYMEX contracts to hedge the natural 
gas price risk associated with the park and loan transactions. 
While the hedging instruments mitigate the price risk associated 
with the delivery and receipt of natural gas, they can also result in 
volatility in our reported results during the period before the initial 
delivery or receipt of natural gas. During this period, if the forward 
NYMEX prices In the months of delivery and receipt do not change 
in equal amounts, we will report a net unrealized gain or loss on 
the hedges. Once gas is delivered under the park and loan 
transaction, earnings volatility is essentially eliminated since the 
park and loan transaction contains an embedded derivative, which 
is also marked to market and would substantially offset subsequent 
changes in value of the forward NYMEX contracts used to hedge 
the park and loan transaction. 

Natural Gas Storage Inventory and Transactions We 
maintain natural gas storage balances for volumes associated with 
energy marketing activities, parked gas transactions and sales to 
wholesale and commercial and industrial customers and record 
these within natural gas stored underground inventory on our 
Consolidated Statement of Financial Position. Further and 
generally in connection with non-affiliated asset management 
transactions, our recorded natural gas stored underground 
inventory includes volumes of natural gas we manage for our 
customers by purchasing the natural gas inventory from and 
physically delivering volumes of natural gas back to our customers 
based on specific delivery dates. The cost at which we purchase 
the volumes of natural gas from our customers or WACOG is also 
the same price at which we sell the natural gas volumes to the 
customer Consequently, we make no margin on the purchase and 
sale of the natural gas but make operating margin through our 
natural gas storage optimization activities of these volumes under 
management. As of December 31, 2011, we had $269 million of 
natural gas stored underground inventory within our Consolidated 
Statement of Financial Position, representing 78 Bcf at an overall 
WACOG of $3.44. 

Natural Gas Price Volatility and Energy Marketing 
Activities We purchase natural gas for storage when the current 
market price we pay plus the cost for transportation and storage 
is less than the market price we anticipate we could receive in the 
future. We attempt to mitigate substantially all of the commodity 
price risk associated with our storage portfolio and use derivative 
instruments to reduce the risk associated with future changes 
in the price of natural gas. We sell NYMEX futures contracts or 
OTC derivatives in forward months to substantially lock in the 
operating revenue we will ultimately realize when the stored gas is 
actually sold. 

We view our trading margins from two perspectives. First, we 
base our commercial decisions on economic value, which is 
defined as the locked-in operating revenue to be realized at the 
time the physical gas is withdrawn from storage and sold and the 
derivative instrument used to economically hedge natural gas 
price risk on that physical storage is settled. Second Is the GAAP 
reported value both in periods prior to and in the period of physical 
withdrawal and sale of inventory. The GAAP amount is affected by 
the process of accounting for the financial hedging instruments in 
interim periods at fair value between the period when the natural 
gas is injected into storage and when it is ultimately withdrawn and 
the derivative instruments are settled. The change in the fair value 
of the hedging instruments is recognized in earnings in the period 
of change and is recorded as unrealized gains or losses. The 
actual value, less any interim recognition of gains or losses on 
hedges and adjustments for LOCOM, is realized when the natural 
gas is delivered to its ultimate customer. 

We account for naturalgas stored in inventory differently than 
the derivatives we use to mitigate the commodity price risk 
associated with our storage portfolio. The natural gas that we 
purchase and inject into storage is accounted for at the lower of 
average cost or current market value. The derivatives we use to 
mitigate commodity price risk are accounted for at fair value and 
marked to market each period. This difference in accounting 
treatment can result in volatility in wholesale services reported 
results, even though the expected operating revenue is essentially 
unchanged from the date the transactions were initiated. These 
accounting differences also affect the comparability of wholesale 
services period-over-period results, since changes in fonward 
NYMEX prices do not increase and decrease on a consistent basis 
from year to year 

Volatility in the natural gas market arises from a number of 
factors such as weather fluctuations or changes in supply or 
demand for natural gas in different regions of the country. The 
volatility of natural gas commodity prices have a significant impact 
on our customer rates, our long-term competitive position against 
other energy sources and the ability of our wholesale services 
segment to capture value from location and seasonal spreads. 
During 2008 and 2009, daily Henry Hub spot market prices for 
natural gas in the United States were extremely volatile. However, 
during 2010 and 2011, the volatility of natural gas prices was 
significantly lower than it had been for several prior years. This is 
the result of a robust natural gas supply the weak economy mild 
hurricane seasons, mild weather and ample storage. Our natural 
gas acquisition strategy is designed to secure sufficient supplies of 
natural gas to meet the needs of our utility customers and to hedge 
gas prices to effectively manage costs, reduce price volatility and 
maintain a competitive advantage. Additionally, our hedging 
strategies and physical natural gas supplies in storage enable us to 
reduce earnings risk exposure due to higher gas costs. 

It is possible that natural gas prices will remain low for an 
extended period based on current levels of excess supply relative 
to market demand for natural gas, in part due to abundant sources 
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of new shale natural gas reserves, particularly in the Marcellus 
Shale producing region where Sequent has natural gas receipt 
requirements, and the lack of demand growth by commercial and 
industrial enterprises. However, as economic conditions improve 
the demand for natural gas may increase, natural gas prices could 
rise and higher volatility could return to the natural gas markets. 
Consequently we are working to reposition Sequent's business 
model with respect to fixed costs and the types of contracts 
pursued and executed. 

Sequent's expected natural gas withdrawals from physical 
salt-dome and reservoir storage are presented in the following 
table along with the operating revenues expected at the time of 
withdrawal. Sequent's expected operating revenues are net ofthe 
estimated impact of profit sharing under our asset management 
agreements and reflect the amounts that are realizable in future 
periods based on the inventory withdrawal schedule and forward 
natural gas prices at December 31, 2011 and 2010. A portion of 
Sequent's storage inventory is economically hedged with futures 
contracts, which results in realization of a substantially fixed 
margin, timing notwithstanding. 

Withdrawal schedule 

Total storage (in Bcf) 

(WACOG $2.98) 

Expected 

operating revenues 

(in millions) 

2012 
First quarter 
Second quarter 
Third quarter 
Fourth quarter 
2013 
Total at Dec. 31, 
Total at Dec. 31, 

2011 
2010 

30 
4 
1 
1 
1 

37 
28 

$ 1 
-
-
1 
1 

$ 3 
$16 

If Sequent's storage withdrawals associated with existing 
inventory positions are executed as planned, it expects operating 
revenues from storage withdrawals of approximately $2 million 
during the next twelve months and $1 million in 2013. This will 
change as Sequent adjusts its daily injection and withdrawal plans 
in response to changes in market conditions in future months and 
as forward NYMEX prices fluctuate. For more information on 
Sequent's energy marketing and risk management activities, see 
Item 7A, "Quantitative and Qualitative Disclosures About Market 
Risk - Commodity Price Risk." 

Midstream Operations 

Our midstream operations segment includes a number of 
businesses that are related and complementary to our primary 
business. The most significant ot these businesses is our natural 
gas storage business, which develops, acquires and operates 
high-deliverability underground natural gas storage assets primarily 
in the Gulf Coast region of the United States and in northern 
California. While this business can also generate additional revenue 
during times of peak market demand for natural gas storage 
services, the majority of our natural gas storage facilities are 
covered under a portfolio of short, medium and long-term 
contracts at a fixed market rate. Golden Triangle Storage began 
full commercial operations during the first quarter of 2011. Central 
Valley, located in northern California, is expected to begin 
commercial operations in the first half of 2012. The following table 
shows the working gas capacity and subscription amounts by 
storage facility as of December 31, 2011. 

Working Gas Capacity 

In Bcf 

Jefferson Island 
Golden Triangle Storage™ 
Central Valley" 

Total 

state 

Louisiana 
Texas 

California 

Type 

Salt-dome 
Salt-dome 

Depleted field 

Current 

7.5 
6.0 
— 

13.5 

Additional Amount 

Expected In 2012 

— 
7.3 

11.0 
18.3 

Amount 

5.0 
4.0 
3.0 

12.0 

% 
67% 
67% 
27% 

'̂ ' We expect the second cavern construction to be complete and firm storage services to commence in mid-2012. 

'̂ ' We expect construction to be complete and firm storage services to commence in the first half of 2012. 

'̂ * The amount and percentage of capacity under subscription does not include 2 Bcf of capacity under contract at Jefferson Island and 2 Bcf of capacity under contract at Golden Triangle Storage by 

Sequent at December 31. 2011. 

Jefferson island This wholly owned subsidiary operates a salt-dome storage and hub facility approximately eight miles from the Henry 
Hub. The storage facility is regulated by the Louisiana Department of Natural Resources and by the FERC, which has regulatory authority over 
storage and transportation services. Jefferson Island provides storage and hub services through its direct connection to the Henry Hub and 
its interconnections with eight pipelines in the area. The level of firm subscription has remained consistent over the last three years. We will 
hold an open season for 3 Bcf of subscribed capacity that expires in March 2012 and expect the subscription rate to be significantly lower 
than the current contract. 
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In December 2009, the Louisiana Mineral and Energy Board 
approved an operating agreement between Jefferson Island and 
the State of Louisiana, In June 2010, Jefferson Island filed a permit 
application with the Louisiana Department of Natural Resources to 
expand its natural gas storage facility through the addition of two 
caverns. We continue to seek approval to expand our storage 
facility; however, we cannot predict when or if this approval will be 
obtained. The caverns would expand the total working gas 
capacity at Jefferson Island to approximately 19.5 Bcf of wort<ing 
gas capacity. 

Golden Triangle Storage This wholly owned subsidiary is 
designed for an initial 13.3 Bcf of working natural gas capacity 
The storage facility is regulated by the FERC. Golden Triangle 
Storage owns an approximately nine-mile dual 24" natural gas 
pipeline to connect the storage facility with three interstate and 
three intrastate pipelines. 

Cavern 1, with 6 Bcf of working capacity began commercial 
service in September 2010. We expect Cavern 2 will now consist 
of 7.3 Bcf of working capacity. Our estimate to complete the 
second cavern, based on current prices for labor, materials and 
pad gas, is approximately $28 million. We spent approximately 
$11 million in capital expenditures for this project in 2011. The total 
estimated construction cost for Caverns 1 and 2 remains 
consistent with prior estimates. 

At December 31, 2011, of the approximate 6 Bcf of working 
natural gas capacity available for subscription. Golden Triangle 
Storage had 4 Bcf of capacity subscribed with a third party and 
2 Bcf under contract with Sequent through March 2016. 
Accordingly, Cavern 1 at Golden Triangle Storage has no remaining 
capacity available for subscription until March 2013. Cavern 2 is 
currently unsubscribed, and we will be seeking contracts of varying 
durations as the in-service date approaches. 

Central Valley This wholly owned subsidiary, which joined 
our business as part of the Nicor merger, is developing an 
underground natural gas storage facility in the Sacramento River 
valley of north-central California. We are converting the depleted 
Princeton Gas Field into a high-deliverability multi-cycle storage 
field. This will include the addition of a 14.9 mile 24" diameter gas 
pipeline connecting the facility to a major pipeline. The storage 
facility is regulated by the California Commission. 

Sawgrass Storage Our 50% owned joint venture (held by 
Cypress Creek Gas Storage, LLC) with Mill Creek Gas Storage, 
LLC (an affiliate of Samson Contour Energy E&R LLC), which 
joined our business as part of the Nicor merger, is engaged in 
developing an underground natural gas storage facility northwest 
of Monroe, Louisiana. In July 2011, Sawgrass Storage applied for 
a Certificate of Public Convenience and Necessity with the FERC 
to construct and operate the natural gas storage facility and 
expects to receive the certificate during 2012. 

Horizon Pipeline Our 50% owned joint venture with Natural 
Gas Pipeline Company of America, Horizon Pipeline, which joined 
our business as part of the Nicor merger, operates an approximate 

70 mile natural gas pipeline stretching from Joliet, Illinois to near 
the Wisconsin/Illinois border Nicor Gas has contracted for 
approximately 80% of Horizon Pipeline's total throughput capacity 
of 0.38 Bcf under an agreement expiring in 2015 at rates that have 
been accepted by the FERC. 

Competition Our natural gas storage facilities primarily 
compete with natural gas facilities in the Gulf Coast region of the 
United States as the majority of the existing and proposed high 
deliverabillty salt-dome natural gas storage facilities in North 
America are located In the Gulf Coast region. Salt caverns have 
also been leached from bedded salt formations in the Northeastern 
and Midwestern states. Competition for our Central Valley storage 
facility will primarily consist of storage facilities in northern California 
and western North America. Storage values have declined over 
the past two years due to low gas prices and low volatility and we 
expect this to continue in 2012 and potentially longer. 

Cargo Shipping 

Our cargo shipping segment, which joined our business as part of 
the Nicor merger, consists of Tropical Shipping, multiple wholly 
owned foreign subsidiaries of Tropical Shipping that are treated as 
disregarded entities for United States income tax purposes. Seven 
Seas, a wholly owned domestic cargo insurance company and an 
equity investment in Triton, a cargo container leasing business. 

Tropical Shipping is a transporter of containerized freight and 
provides southbound scheduled services from the United States 
and Canada to twenty-five ports in the Bahamas and the Caribbean, 
interisland service between several of the Caribbean ports and 
operates from St. Thomas and St. Croix as its hubs in the 
Caribbean. In addition, it provides northbound shipments from 
those islands to the United States and Canada. Other related 
services such as inland transportation and cargo insurance are also 
provided by Tropical Shipping or its other subsidiaries and affiliates. 

Tropical Shipping's southbound cargo consists mainly of 
building materials, food and other necessities for developers, 
distributors and residents in the Caribbean and the Bahamas, as 
well as tourist-related shipments intended for use by hotels, 
resorts, and cruise ships. Tropical Shipping's interisland shipments 
consist primarily of consumer staples and northbound shipments 
primarily consist of apparel, rum and agricultural products. 

On average, approximately 70% to 75% of Tropical Shipping's 
total volumes shipped are in the southbound market, 15% - 20% 
interisland and 5% - 10% northbound. Tropical Shipping's largest 
contract consists of a southbound shipment of goods from 
Canada destined mainly for Puerto Rico. Tropical Shipping 
measures volumes and capacity of vessels and containers in 
TEU's. Details of Tropical Shipping's properties are discussed in 
Item 2, "Properties" - "Vessels and shipping containers". 

Tropical Shipping's operations are structured to allow it to 
take advantage of certain provisions of the American Jobs Creation 
Act of 2004 that provide the opportunity for certain tax savings. 
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Generally, to the extent foreign shipping earnings are not repatriated 
to the United States, such earnings are not expected to be subject 
to current taxation. In addition, to the extent such earnings are 
expected to be indefinitely reinvested offshore, no deferred income 
tax expense is recorded by the company. For more information on 
management's indefinite reinvestment assertion, see Item 7, 
"Management's Discussion and Analysis of Financial Condition 
and Results of Operations", under the caption "Liquidity and 
Capital Resources". See also Note 2 and Note 12 to our 
consolidated financial statements under Item 8 herein. 

Our cargo shipping segment also includes Triton, a full-service 
global leasing company and an owner-lessor of marine intermodal 
cargo containers. Profits and losses are generally allocated to 
investor's capital accounts in proportion to their capital 
contributions. Our investment in Triton is accounted for under the 
equity method, and our share of earnings are reported within 
"Other Income" on our Consolidated Statements of Income. For 
more information about our investment in Triton, see Note 10 to 
the consolidated financial statements under Item 8 herein. 

Seven Seas is a Florida domestic Insurance corporation that 
provides cargo insurance policies mainly between Tropical Shipping 
and its customers. Approximately 70% of Seven Seas' revenues are 
generated from Tropical Shipping's customers. The policies' 
coverage is from the point when the cargo leaves the shipper's 
possession to the point when the customer takes delivery. 

Competition Cargo shipping has five main competitors that 
serve the same major transportation areas. Over the past several 
years, Tropical Shipping has maintained an average market share 
of approximately 40% for the ports in which it serves. Tropical 
Shipping has significantly more market penetration for certain 
islands versus others. For example, currently it has 45% of the 
southbound market share for the Virgin Islands versus 20% for the 
Windward Islands. Tropical Shipping continuously reviews new 
market opportunities. However, the ability to capture additional 
market share is difficult due to competition. 

Operations Tropical Shipping's operating results are cyclical 
and very much aligned with the level of global gross domestic 
product, tourism and the cost of fuel. Overall, the Bahamas and 
the Virgin Island economies are highly dependent on tourism from 
the United States. Whereas, the Caribbean's Windward and 
Leeward Island economies have more tourism from Europe. Fuel 
price volatility also impacts our earnings. Bunker surcharge rates 
are charged to customers and are used to mitigate the fluctuations 
In fuel transportation costs. 

Tropical Shipping generates revenues primarily by three main 
services, which include Full Container Load (FCL) service, Less-
than Container Load (LCL) service, and break bulk service which is 
cargo that cannot ship in a container. Tropical Shipping also 
generates revenues from handling "project cargo", which provides 
a coordinated service for construction projects. Tropical Shipping's 
FCL cargo service revenues typically consist of an empty container 
delivery to the customer's site via truck or rail or coordinating a 

customer pick up at the Port. The customer fills and seals the 
container and either requests Tropical to pick it up or delivers it 
back to the Port. Tropical Shipping generates revenues from LCL 
services primarily by providing packaging and transporting services 
for smaller cargos or customers, including individuals, who may 
have a few items to ship. 

Seven Seas generates revenues from premiums received on 
insurance policies subscribed to primarily by customers of Tropical 
Shipping. Seven Seas' results depend on its ability to generate 
revenues from the premiums and to manage risk. 

Other 

Our other segment primarily includes our nonoperating business 
units. AGL Services Company is a service company we established 
to provide certain centralized shared services to our operating 
segments. We allocate substantially all of AGL Services Company's 
operating expenses and interest costs to our operating segments 
in accordance with state regulations. However, merger related 
costs are not allocated to our operating segments. 

AGL Capital, our wholly owned finance subsidiary, provides 
for our ongoing financing needs through a commercial paper 
program, the issuance of various debt and hybrid securities, and 
other financing arrangements. Our other segment also includes 
intercompany eliminations for transactions between our operating 
business segments. Our EBIT results include the impact of these 
allocations to the various operating segments. 

Employees 

As of February 1, 2012, we had approximately 6,400 employees, 
5,850 of whom were in the United States. 

The following table provides information about our natural gas 
utilities' collective bargaining agreements, which represent 
approximately 26% of our total employees. 

Nicor Gas 
International Brotherhood of 
Electrical Workers (Local No. 19) 

Virginia Natural Gas 
International Brotherhood of 
Electrical Workers (Local No. 50) 

Elizabethtown Gas 
Utility Workers Union of America 
(Local No. 424) 
Total 

#of 

Employees 

1,344 

129 

168 
1,641 

Contract 

Expiration Date 

Feb. 2014 

May 2012 

Nov 2012 

20 



The collective bargaining agreements at Virginia Natural Gas 
and Elizabethtown Gas expire in 2012. We believe that we have a 
good working relationship with our unionized employees and there 
have been no work stoppages at Virginia Natural Gas or 
Elizabethtown Gas since we acquired those operations in 2000 
and 2004, respectively As we have historically done, we remain 
committed to work in good faith with the unions to renew or 
renegotiate collective bargaining agreements that balance the 
needs of the company and our employees. Our current collective 
bargaining agreements do not require our participation in 
multiemployer retirement plans and we have no obligation to 
contribute to any such plans. 

Available Information 

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, 
current reports on Form 8-K and proxy statements, and 
amendments to those reports that we file with, or furnish to, the 
SEC are available free of charge at our website, www.aglresources. 
com, as soon as reasonably practicable after we electronically file 
such reports with or furnish such reports to the SEC. However, our 
website and any contents thereof should not be considered to be 
incorporated by reference into this document. We will furnish 
copies of such reports free of charge upon written request to our 
Investor Relations department. You can contact our Investor 
Relations department at: 

AGL Resources Inc. 
Investor Relations 
RO. Box 4569 
Atlanta, GA 30302-4569 
404-584-4000 

In Part III of this Form 10-K, we incorporate certain information 
by reference from our Proxy Statement for our 2012 annual 
meeting of shareholders. We expect to file that Proxy Statement 
with the SEC on or about March 16, 2012, and we will make it 
available on our website as soon as reasonably practicable. Please 
refer to the Proxy Statement when It is available. 

Additionally our corporate governance guidelines, code of 
ethics, code of business conduct and the charters of each 
committee of our Board of Directors are available on our website. 
We will furnish copies of such information free of charge upon 
written request to our Investor Relations department. 

Item 1A. Risk Factors 

Risks Related to Our Business 

Risks related to the regulation of our businesses could 
affect the rates we are able to charge, our costs and our 
profitability. 
Our businesses are subject to regulation by federal, state and local 
regulatory authorities. In particular, at the federal level our 
businesses are regulated by the FERC. At the state level, our 
businesses are regulated by regulatory authorities in Illinois, 
Georgia, Virginia, New Jersey Florida, Tennessee and Maryland. 

These authorities regulate many aspects of our operafions, 
including construction and maintenance of facilities, operations, 
safety rates that we charge customers, rates of return, the 
authorized cost of capital, recovery of costs associated with our 
regulatory infrastructure projects, including our pipeline replacement 
program and environmental remediation activities, relationships with 
our affiliates, and carrying costs we charge Marketers selling retail 
natural gas in Georgia for gas held in storage for their customer 
accounts. Our ability to obtain rate increases and rate supplements 
to maintain our current rates of return and recover regulatory assets 
and liabilities recorded in accordance with authoritative guidance 
related to regulated operations depends on regulatory discretion, 
and there can be no assurance that we will be able to obtain rate 
increases or rate supplements or continue receiving our currently 
authorized rates of return including the recovery of our regulatory 
assets and liabilities. 

In 2011, Illinois enacted laws that required Nicor Gas and 
other large gas utilities in Illinois to elect either to file rate cases with 
the Illinois Commission in 2012, 2014 and 2016 or sign contracts 
to purchase SNG to be produced from two coal gasification plants 
proposed to be constructed in Illinois. On September 30, 2011, 
Nicor Gas signed an agreement to purchase approximately 25 Bcf 
of SNG annually from one of the proposed facilities for a 10-year 
term beginning as early as 2015. For additional information on the 
substitute natural gas plant legislation. See Item 7, "Management's 
Discussion and Analysis of Financial Condition and Results of 
Operations" - "Contractual Obligations and Commitments." 

The Dodd-Frank Wall Street Reform and Consumer Protection 
Act of 2010 introduced a comprehensive new regulatory framework 
for swaps and security-based swaps. Although the SEC and other 
regulators are still in the process of adopting rules to implement 
the new framework, it Is possible that Sequent, or other aspects of 
AGL Resources' operations, could be subject to the new 
regulations, depending on the ultimate definitions of key terms in 
the Dodd-Frank Act such as "swap," "swap dealer" and "major 
swap participant." This may require increased use of working 
capital for Nicor Gas, SouthStar and Sequent if the regulations 
increase our collateral requirements related to derivatives utilized 
to manage risk in these businesses. 
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We could incur significant compliance costs if we must adjust 
to new regulations. In addition, as the regulatory environment for 
our industry increases in complexity the risk of inadvertent 
noncompliance could also increase. If we fall to comply with 
applicable regulations, whether existing or new ones, we could be 
subject to fines, penalties or other enforcement action by the 
authorities that regulate our operations, or otherwise be subject to 
material costs and liabilities. 

Our business is subject to environmental regulation in all 
jurisdictions In which we operate, and our costs to comply 
are significant. Any changes In existing environmental 
regulation could affect our results of operations and 
financial condition. 
Our operations and properties are subject to extensive 
environmental regulation pursuant to a variety of federal, state and 
municipal laws and regulations. Such environmental legislation 
imposes, among other things, restrictions, liabilities and obligations 
associated with storage, transportation, treatment and disposal of 
hazardous substances and waste and in connection with spills, 
releases and emissions of various substances into the environment. 
Environmental legislation also requires that our facilities, sites and 
other properties associated with our operations be operated, 
maintained, abandoned and reclaimed to the satisfaction of 
applicable regulatory authorities. Our current costs to comply.with 
these laws and regulations are significant to our results of 
operations and financial condition. Failure to comply with these 
laws and regulations and failure to obtain any required permits and 
licenses may expose us to fines, penalties or interruptions in our 
operations that could be material to our results of operations. 

In addition, claims against us under environmental laws and 
regulations could result in material costs and liabilities. Existing 
environmental regulations could also be revised or reinterpreted, 
new laws and regulations could be adopted or become applicable 
to us or our facilities, and future changes in environmental laws and 
regulations could occur. With the trend toward stricter standards, 
greater regulation, more extensive permit requirements and an 
increase in the number and types of assets operated by us subject 
to environmental regulation, our environmental expenditures could 
increase in the future, particulariy if those costs are not fully 
recoverable from our customers. Additionally the discovery of 
presently unknown environmental conditions could give rise to 
expenditures and liabilities, including fines or penalties, which could 
have a material adverse effect on our business, results of operations 
or financial condition. 

Our infrastructure improvement and customer growth may 
be restricted by the capital-intensive nature of our business. 
We must construct additions and replacements to our natural gas 
distribution systems to continue the expansion of our customer 
base and improve system reliability especially during peak usage. 
We may also need to construct expansions of our existing natural 

gas storage facilities or develop and construct new natural gas 
storage facilities. The cost of this construction may be affected by 
the cost of obtaining government and other approvals, development 
project delays, adequacy of supply of diversified vendors, or 
unexpected changes in project costs. Weather, general economic 
conditions and the cost of funds to finance our capital projects can 
materially alter the cost, and projected construction schedule and 
completion timeline of a project. Our cash flows may not be fully 
adequate to finance the cost of this construction. As a result, we 
may be required to fund a portion of our cash needs through 
borrowings or the issuance of common stock, or both. For our 
distribution operations segment, this may limit our ability to expand 
our Infrastructure to connect new customers due to limits on the 
amount we can economically invest, which shifts costs to potential 
customers and may make it uneconomical for them to connect to 
our distribution systems. For our natural gas storage business, this 
may significantly reduce our earnings and return on investment 
from what would be expected for this business, or may impair our 
ability to complete the expansions or development projects. 

We may be exposed to certain regulatory and financial risks 
related to climate change. 
Climate change is receiving ever increasing attention from scientists 
and legislators alike. The debate is ongoing as to the extent to 
which our climate is changing, the potential causes of this change 
and its potential impacts. Some attribute global warming to 
increased levels of greenhouse gases, including carbon dioxide, 
which has led to significant legislative and regulatory efforts to limit 
greenhouse gas emissions. 

Presently there are no federally mandated greenhouse gas 
reduction requirements in the United States. However, there are a 
number of legislative and regulatory proposals to address 
greenhouse gas emissions, which are in various phases of 
discussion or implementation. The outcome of federal and state 
actions to address global climate change could result in a variety 
of regulatory programs Including potential new regulations, 
additional charges to fund energy efficiency activities, or other 
regulatory actions. These actions could: 

• result in increased costs associated with our operations 
• increase other costs to our business 
• affect the demand for natural gas, and 
• impact the prices we charge our customers. 

Because natural gas is a fossil fuel with low carbon content, it 
is possible that future carbon constraints could create additional 
demand for natural gas, both for production of electricity and 
direct use in homes and businesses. 

Any adoption by federal or state governments mandating a 
substantial reduction in greenhouse gas emissions could have far-
reaching and significant impacts on the energy industry. We 
cannot predict the potential impact of such laws or regulations on 
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our future consolidated financial condition, results of operations or 
cash flows. 

Transporting and storing natural gas Involves numerous 
risks that may result in accidents and other operating risks 
and costs. 
Our gas distribution and storage activities involve a variety of 
inherent hazards and operating risks, such as leaks, accidents, 
including third party damages, and mechanical problems, which 
could cause substantial financial losses. In addition, these risks 
could result in serious injury to employees and non-employees, 
loss of human life, significant damage to property environmental 
pollution and impairment of our operations, which in turn could 
lead to substantial losses to us. In accordance with customary 
industry practice, we maintain insurance against some, but not all, 
of these risks and losses. The location of pipelines and storage 
facilities near populated areas, including residential areas, 
commercial business centers and industrial sites, could increase 
the level of damages resulting from these risks. The occurrence of 
any of these events not fully covered by insurance could adversely 
affect our financial position and results of operations. 

We face increasing competition, and if we are unable to 
compete effectivelyj our revenues, operating results and 
financial condition will be adversely affected which may 
limit our ability to grow our business. 
The natural gas business is highly competitive, increasingly 
complex, and we are facing increasing competition from other 
companies that supply energy including electric companies, oil 
and propane providers and, in some cases, energy marketing and 
trading companies. In particular, the success of our retail 
businesses is affected by the competition from other energy 
marketers providing retail natural gas services in our service 
territories, most notably Illinois and Georgia. Natural gas competes 
with other forms of energy. The primary competitive factor is price. 
Changes in the price or availability of natural gas relative to other 
forms of energy and the ability of end-users to convert to alternative 
fuels affect the demand for natural gas. In the case of commercial, 
industrial and agricultural customers, adverse economic conditions, 
including higher gas costs, could also cause these customers to 
bypass or disconnect from our systems in favor of special 
competitive contracts with lower per-unit costs. 

Retail energy markets fixed-price contracts that protect 
customers against higher natural gas prices, or protect customers 
against both higher natural gas prices and colder weather. The 
sale of these fixed-price contracts may be adversely affected if 
natural gas prices are, or are perceived to be, low and stable. 

Our retail services business faces risks in the form of price, 
convenience, and service competition from other warranty and 
HVAC companies. Retail services also bears risk from potential 
changes in the regulatory environment, and in fact regulatory-
change risk was Incurred in late 2011. As a condition of the merger. 

Nicor Gas Is no longer permitted to use its call center personnel to 
solicit its affiliates' products, most notably the warranty products 
offered by Nicor Services. 

Our wholesale services segment competes with national and 
regional full-seri/ice energy providers, energy merchants and 
producers and pipelines for sales based on our ability to aggregate 
competitively priced commodities with transportation and storage 
capacity. Some of our competitors are larger and better capitalized 
than we are and have more national and global exposure than we 
do. The consolidation of this industry and the pricing to gain 
market share may affect our operating margin. We expect this 
trend to continue in the near term, and the increasing competition 
for asset management deals could result in downward pressure 
on the volume of transactions and the related operating margin 
available in this portion of Sequent's business. 

Our midstream operations segment competes with natural 
gas facilities in the Gulf Coast region of the United States as the 
majority of the existing and proposed high deliverability salt-dome 
natural gas storage facilities in North America are located in the 
Gulf Coast region. Competition for our Central Valley storage 
facility in northern California, will primarily consist of storage 
facilities in northern California and western North America. Storage 
values have declined over the past two years due to low gas prices 
and low volatility and we expect this to continue in 2012. 

Our cargo shipping segment competes with international 
maritime companies. The current expansion of the Panama Canal, 
which is expected to be completed in 2014, may lead to increased 
competition as larger vessels may gain access to the Caribbean. 
In addition, the growing development of the global logistic 
environment has moved away from port-to-port operations to the 
combined transport supply chain of various combinations of road, 
rail, sea and inland waterways. Globally this has resulted in the 
need to improve ship productivity sometimes via third party ship 
management, development of hub and spoke systems, larger 
ships, faster ship turnaround time and increased use of technology 
Primarily as a result of the current economic downturn there is 
increased pricing pressure and decreased shipping volumes for 
the islands that Tropical Shipping currently serves. Over the past 
several years Tropical Shipping has maintained an average market 
share of approximately 40% for the ports it serves. However, 
increased competition may affect our volumes, market share, 
pricing structure and operating margin. Tropical Shipping does not 
have fuel contracts, but reduces Its fuel price risk through fuel 
surcharges. Tropical Shipping has five primary competitors that 
serve the same major areas, some of which are larger and better 
capitalized than we are and have more global exposure than 
we do. 
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Changes or downturns in the economy could adversely affect 
our customers and negatively Impact our financial results. 
The slowdown in the United States economy along with Increased 
mortgage defaults, and significant decreases in new home 
construction, home values and investment assets, has adversely 
impacted the financial well-being of many households in the United 
States. We cannot predict if the administrative and legislative 
acfions to address this situation will be successful In reducing the 
severity or duration of this downturn. As a result, our customers 
may use less gas in future Heating Seasons and it may become 
more difficult for them to pay their natural gas bills. This may slow 
collections and lead to higher than normal levels of accounts 
receivables, bad debt and financing requirements. 

Tropical Shipping's business consists primarily of the shipment 
of building materials, food and other necessities from the United 
States and Canada to developers, distributors and residents in the 
Bahamas and the Caribbean region, as well as tourist-related 
shipments intended for use in hotels and resorts, and on cruise 
ships. As a result. Tropical Shipping's results of operations, cash 
flows and financial condition can be significantly affected by 
adverse general economic conditions in the United States, 
Bahamas, Caribbean region and Canada. Also, a shift in buying 
patterns that results in such goods being sourced directly from 
other parts of the worid, including China and India, rather than the 
United States and Canada, could significantly affect Tropical 
Shipping's results of operations, cash flows and financial condition. 

An adverse decision in the proceeding concerning Nicor Gas' 
PBR plan could result in an obligation to credit additional 
amounts to customers which could adversely affect our 
results of operations, cash flows and financial condition. 
On January 1, 2000, Nicor Gas instituted a PBR plan for natural 
gas costs. Under the PBR plan, Nicor Gas' total gas supply costs 
were compared to a market-sensitive benchmark. Savings and 
losses relative to the benchmark were determined annually and 
shared equally with sales customers. There are allegations that 
Nicor Gas acted improperly in connection with the PBR plan, and 
the Illinois Commission is reviewing these allegations in a pending 
proceeding. In October 2011, rebuttal testimony was submitted 
requesting refunds of $85 million by Staff of the Illinois Commission, 
$255 million by the Illinois Attorney General's Office and $305 million 
by the Citizens Utility Board. An adverse decision in this proceeding 
could result in a credit to ratepayers or other obligations which 
could adversely affect our business, results of operations, and 
financial condition. 

In February 2012, we committed to a stipulated resolution of 
certain issues with the staff of the Illinois Commission, which 
includes crediting Nicor Gas customers $64 million, but does not 
constitute an admission of fault. The stipulated resolution is subject 
to review and approval by the Illinois Commission. The Citizens 
Utility Board and the Illinois Attorney General's Office are not 
parties to this stipulated resolution and continue to pursue their 

claims in this proceeding. Evidentiary hearings on this matter are 
scheduled to begin on February 28, 2012. We do not expect the 
stipulated resolution to affect our 2011 or 2012 Consolidated 
Statements of Income, as the $64 million proposed credit is 
consistent with the estimated liability we recorded for this matter 
as part of our accounting for the merger with Nicor. See Note 11 
to the consolidated financial statements under Item 8 herein, for 
additional information regarding the PBR plan. 

A significant portion of our accounts receivable Is subject to 
collection risks, due in part to a concentration of credit risk 
at Nicor Gas in Illinois, Atlanta Gas Light and SouthStar in 
Georgia and at Sequent. 
Nicor Gas and Sequent often extend credit to their counterparties. 
Despite performing credit analyses prior to extending credit and 
seeking to effectuate netting agreements, Nicor Gas and Sequent 
are exposed to the risk that they may not be able to collect 
amounts owed to them. If the counterparty to such a transaction 
fails to perform and any collateral Nicor Gas or Sequent 
has secured is inadequate, they could experience material 
financial losses. 

Further, Sequent has a concentration of credit risk, which could 
subject a significant portion of its credit exposure to collection risks. 
Approximately 60% of Sequent's credit exposure is concentrated in 
its top 20 counterparties. Most of this concentration is with 
counterparties that are either load-serving utilities or end-use 
customers that have supplied some level of credit support. Default 
by any of these counterparties in their obligations to pay amounts 
due Sequent could result in credit losses that would negatively 
impact our wholesale services segment. 

We have accounts receivable collection risks in Georgia due 
to a concentration of credit risks related to the provision of natural 
gas services to Marketers. At December 31, 2011, Atlanta Gas 
Light provided services to eleven certiflcated and active Marketers 
in Georgia, four of which (based on customer count and including 
SouthStar) accounted for approximately 30% of our consolidated 
operating margin for 2011 .As a result, Atlanta Gas Light depends 
on a concentrated number of customers for revenues. The 
provisions of Atlanta Gas Light's tariff allow it to obtain security 
support in an amount equal to no less than two times a Marketer's 
highest month's estimated bill in the form of cash deposits, letters 
of credit, surety bonds or guaranties. The failure of these Marketers 
to pay Atlanta Gas Light could adversely affect Atlanta Gas Light's 
business and results of operations and expose it to difficulties in 
collecting Atlanta Gas Light's accounts receivable. AGL Resources 
provides a guarantee to Atlanta Gas Light as security support for 
SouthStar. Additionally, SouthStar markets directly to end-use 
customers and has periodically experienced credit losses as a 
result of severe cold weather or high prices for natural gas that 
increase customers' bills and, con.sequently impair customers' 
ability to pay 
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The asset management arrangements between Sequent 
and our local distribution companies, and between Sequent 
and its nonaffiliated customers, may not be renewed or may 
be renewed at lower levels, which could have a significant 
impact on Sequent's business. 

Sequent currently manages the storage and transportation assets 
of our affiliates Atlanta Gas Light, Virginia Natural Gas, 
Elizabethtown Gas, Florida City Gas, Chattanooga Gas, and Elkton 
Gas and shares profits it earns from the management of those 
assets with those customers and their respective customers, with 
the exception of Chattanooga Gas and Elkton Gas where Sequent 
is assessed annual fixed-fees. Entry into and renewal of these 
agreements are subject to regulatory approval. The agreement for 
Atlanta Gas Light is subject to renewal in March 2012. Additionally 
the agreement with Florida City Gas expires in March 2013 and the 
agreements with Chattanooga Gas and Elizabethtown Gas expire 
in March 2014. 

Sequent also has asset management agreements with certain 
nonaffiliated customers. Sequent's results could be significantly 
Impacted if these agreements are not renewed or are amended or 
renewed with less favorable terms. 

We are exposed to market risk and may incur losses in 
wholesale services, midstream operations and retail 
operations. 
The commodity storage and transportation portfolios at Sequent 
and the commodity and storage portfolios at midstream operations 
and SouthStar consist of contracts to buy and sell natural gas 
commodities, including contracts that are settled by the delivery of 
the commodity or cash. If the values of these contracts change in 
a direction or manner that we do not anticipate, we could 
experience financial losses from our trading activities. Based on a 
95% confidence inten/al and employing a 1 -day holding period for 
all positions, our portfolio of positions as of December 31, 2011 
had a VaR of $2.2 million at wholesale services and less than 
$0.1 million at retail operations. 

Our accounting results may not be indicative of the risks 
we are taking or the economic results we expect for 
wholesale services. 
Although Sequent enters into various contracts to hedge the value 
of our energy assets and operations, the timing of the recognition 
of profits or losses on the hedges does not always correspond to 
the profits or losses on the item being hedged. The difference in 
accounting can result in volatility in Sequent's reported results, 
even though the expected operating margin is essentially 
unchanged from the date the transactions were Initiated. 

Changes in weather conditions may affect our earnings. 
Weather conditions and other natural phenomena can have a large 
impact on our earnings. Severe weather conditions can impact our 
suppliers and the pipelines that deliver gas to our distribution 

system. Extended mild weather, during either the winter or summer 
period, can have a significant impact on demand for and cost of 
natural gas. 

At Nicor Gas approximately 50% of all usage is for space 
heating and 75% of the usage and revenues occur from October 
through March. Fluctuations in weather have the potential to 
significantly impact year-to-year comparisons of operating income 
and cash flow. We estimate that a 100 degree-day variation from 
normal weather impacts Nicor Gas' margin, net of income taxes, 
by approximately $1 million under its current rate structure. 

We have a WNA mechanism for Virginia Natural Gas, 
Elizabethtown Gas and Chattanooga Gas that partially offsets the 
impact of unusually cold or warm weather on residential and 
commercial customer billings and our operating margin. At 
Elizabethtown Gas we could be required to return a portion of any 
WNA surcharge to its customers if Elizabethtown Gas' return on 
equity exceeds its authorized return on equity of 10.3%. 

These WNA regulatory mechanisms are most effective in a 
reasonable temperature range relative to normal weather using 
historical averages. The protection afforded by the WNA depends 
on continued regulatory approval. The loss of this continued 
regulatory approval could make us more susceptible to weather-
related earnings fluctuations. 

Changes in weather conditions may also impact SouthStar's 
earnings. As a result, SouthStar uses a variety of weather derivative 
instruments to stabilize the impact on its operating margin in the 
event of warmer or colder than normal weather in the winter months. 
However, these instruments do not fully protect SouthStar's earnings 
from the effects of unusually warm or cold weather. 

Wholesale sen/ices' earnings are impacted by changes in 
weather conditions as weather impacts the demand for natural gas 
and volatility in the natural gas market. The volatility of natural gas 
commodity prices has a significant impact on our customer rates, 
our long-term competitive position against other energy sources 
and the ability of our wholesale services segment to capture value 
from location and seasonal spreads. The volatility of natural gas 
prices has been significantly lower than it has been for several prior 
years in part due to mild hurricane seasons and mild summer and 
winter weather. Through the acquisition of natural gas and hedging 
of natural gas prices, wholesale services reduce the risk to its results 
of operations, cash flows and financial condition. 

Tropical Shipping's operations are affected by weather 
conditions in Florida, Canada, the Bahamas and Caribbean 
regions. During hurricane season in the summer and fall, Tropical 
Shipping may be subject to revenue loss, higher operating 
expenses, business Interruptions, delays, and ship, equipment 
and facilities damage which could adversely affect Tropical 
Shipping's results of operations, cash flows and financial condition. 

Nicor Solutions and Nicor Advanced Energy offer utility-bill 
management products that mitigate and/or eliminate the risks to 
customers of variations in weather and we hedge this risk to 
reduce any adverse affect to our results of operations, cash flows 
and financial condition. 
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A decrease in the availability of adequate pipeline 
transportation capacity could reduce our revenues and 
profits. 
Our gas supply for our distribution operations, retail operations, 
wholesale services and midstream operations segments, depends 
on the availability of adequate pipeline transportation and storage 
capacity We purchase a substantial portion of our gas supply from 
interstate sources, Interstate pipeline companies transport the gas 
to our system. A decrease in interstate pipeline capacity available 
to us or an increase in competition for interstate pipeline 
transportation and storage service could reduce our normal 
interstate supply of gas. 

Our profitability may decline if the counterparties to 
Sequent's asset management transactions fail to perform in 
accordance with Sequent's agreements. 
Sequent focuses on capturing the value from idle or underutilized 
energy assets, typically by executing transactions that balance the 
needs of various markets and time horizons. Sequent is exposed 
to the risk that counterparties to our transactions will not perform 
their obligations. Should the counterparties to these arrangements 
fail to perform, we may be forced to enter into alternative hedging 
arrangements, honor the underlying commitment at then-current 
market prices or return a significant portion of the consideration 
received for gas. In such events, we may incur additional losses 
to the extent of amounts, if any, already paid to or received 
from counterparties. 

We could incur additional material costs for the 
environmental condition of some of our assets, including 
former manufactured gas plants. 
We are generally responsible for all on-site and certain off-site 
liabilities associated with the environmental condition of the natural 
gas assets that we have operated, acquired or developed, 
regardless of when the liabilities arose and whether they are or 
were known or unknown. In addition, in connection with certain 
acquisitions and sales of assets, we may obtain, or be required to 
provide, indemnification against certain environmental liabilities. 
Before natural gas was widely available, we manufactured gas 
from coal and other fuels. Those manufacturing operations were 
known as MGPs, which we ceased operating in the 1950s. 

We have confirmed eleven sites in Georgia and three in 
Florida where Atlanta Gas Light, or its predecessors, own all or 
part of an MGP site. We are required to investigate possible 
environmental contamination at those MGP sites and, if necessary, 
cleanup any contamination. As of December 31, 2011, the soil 
and sediment remediation program was substantially complete for 
all Georgia sites, except for a few remaining areas of recently 
discovered impact, although groundwater cleanup continues. As 
of December 31, 2011, projected costs associated with the MGP 
sites associated with Atlanta Gas Light range from $42 million to 

million. For elements of the MGP program where we still 

cannot provide engineering cost estimates, considerable variability 
remains in future cost estimates. 

We have identified 26 sites in Illinois for which we may have 
some responsibility Nicor Gas and Commonwealth Edison 
Company are parties to an agreement to cooperate in cleaning up 
residue at many of these sites. The agreement allocates to Nicor 
Gas 51.73% of cleanup costs for 23 sites, no portion of the 
cleanup costs for 14 other sites and 50% of general remediation 
program costs that do not relate exclusively to particular sites. In 
addition to the agreement with Commonwealth Edison Company 
there are 3 sites in which we have sole responsibility Information 
regarding preliminary site reviews has been presented to the Illinois 
Environmental Protection Agency for certain sites. The results of 
the detailed site-by-site investigations will determine the extent 
additional remediation is necessary and provide a basis for 
estimating additional future costs. Our ERG liabilities are 
customarily reported estimates of future remediation costs for our 
former operating sites that are contaminated based on our 
probabilistic models of potential costs and on an undiscounted 
basis. However, we have not performed these probabilistic models 
for all of our sites. Based on the estimates we have performed the 
Illinois sites cleanup cost estimates range from $134 to 
$216 million. In accordance with Illinois Commission authorization, 
we have been recovering, and expect to continue to recover, these 
costs from our customers, subject to annual prudence reviews. 

In addition, we are associated with former sites in New Jersey 
and North Carolina. Material cleanups of these sites have not been 
completed nor are precise estimates available for future cleanup 
costs and therefore considerable variability remains in future cost 
estimates. For the New Jersey sites, cleanup cost estimates range 
from $124 million to $174 million. Costs have been estimated for 
one site in North Carolina and range from $10 million to $16 million. 

Inflation and Increased gas costs could adversely Impact 
our ability to control operating expenses and costs. Increase 
our level of indebtedness and adversely impact our 
customer base. 
Infiation has caused increases in certain operating costs. We 
attempt to control costs in part through Implementation of best 
practices and business process improvements, many of which are 
facilitated through investments in information systems and 
technology We have a process in place to continually review the 
adequacy of our utility gas rates in relation to the increasing cost of 
providing service and the inherent regulatory lag in adjusting those 
gas rates. Historically, we have been able to control operating 
expenses and investments within the amounts authorized to be 
collected in rates, and we intend to continue to do so. However, 
any inability by us to control our expenses in a reasonable manner 
would adversely influence our future results. 

Rapid Increases in the price of purchased gas cause us to 
experience a signiflcant increase in short-term debt because we 
must pay suppliers for gas when it is purchased, which can be 
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significantly in advance of when these costs may be recovered 
through the collection of monthly customer bills for gas delivered. 
Increases in purchased gas costs also slow our utility collection 
efforts as customers are more likely to delay the payment of their 
gas bills, leading to higher-than-normal accounts receivable. This 
situation results in higher short-term debt levels and increased bad 
debt expense. Should the price of purchased gas increase 
significantly during the upcoming Heating Season, we would 
expect increases in our short-term debt, accounts receivable and 
bad debt expense during 2012. 

Finally higher costs of natural gas can cause our utility 
customers to conserve their use of our gas services or switch to 
other competing products. Higher natural gas costs may increase 
competition from products utilizing alternative energy sources for 
applications that have traditionally used natural gas, encouraging 
some customers to move away from natural gas fired equipment 
to equipment fueled by other energy sources. However, natural 
gas prices are expected to remain low and may continue to be 
lower than they have been historically as a result of a robust natural 
gas supply the weak economy and ample storage. 

The cost of providing retirement plan benefits to eligible 
employees and qualified retirees is subject to changes In 
pension fund values and changes in liabilities as a result of 
updated demographics and assumptions. These changes 
may have a material adverse effect on our financial results. 
Nicor Gas maintains a noncontributory defined benefit pension 
plan for substantially all of its employees hired prior to 1998 and a 
retiree health care plan for the benefit of substantially all of its 
employees (Nicor Gas retirees make contributions to their health 
care plan. AGL Resources maintains a noncontributory defined 
benefit pension plan and retiree health care plan for its pre-Nicor 
merger full-time employees and qualified retirees. Further note that 
the AGL retiree health care plan only includes medical coverage for 
eligible AGL Resources employees who were employed as of 
June 30, 2002, if they reach retirement age while working for us; 
additionally the pre-65 retirees make contributions to their health 
care plan. Effective January 1, 2012, the AGL Retirement Plan was 
frozen with respect to participation for non-union employees hired 
on or after that date. Such employees will be entitled to employer 
provided benefits under their defined contribution plan, that exceed 
defined contribution benefits for employees who participate in the 
defined benefit plan. The cost of providing these benefits to eligible 
current and former employees is subject to changes in the market 
value of our pension fund assets, changing demographics and 
assumptions, including longer life expectancy of beneficiaries and 
changes in health care cost trends. 

Any sustained declines in equity markets and reductions in 
bond yields may have a material adverse effect on the value of our 
pension funds. In these circumstances, we may be required to 
recognize an increased pension expense or a charge to our other 
comprehensive income to the extent that the pension fund values 

are less than the total anticipated liability under the plans. Market 
declines in the second half of 2008 resulted in significant losses in 
the value of our pension fund assets. Although the market made a 
recovery in 2009 and 2010 our pension fund assets are not at the 
levels they were prior to the market decline in 2008. As a result, 
based on the current funding status of the AGL plans, we would 
be required to make a minimum contribution to these plans of 
approximately $36 million in 2012. We may make additional 
contributions in 2012 in order to preserve the current level of 
benefits under the plans and in accordance with the funding 
requirements of The Pension Protection Act of 2006 (Pension 
Protection Act). As of December 31, 2011 our pension plans 
assets represented 78% of our total pension plan obligations. 

For more Information regarding some of these obligations, 
see Item 7, "Management's Discussion and Analysis of Financial 
Condition and Results of Operations" under the caption 
"Contractual Obligations and Commitments" and the subheading 
"Retirement Plan Obligations" and Note 6 to the consolidated 
financial statements under Item 8 herein. 

Natural disasters, terrorist activities and the potential for 
military and other actions could adversely affect our 
businesses. 
Natural disasters may damage our assets. The threat of terrorism 
and the impact of retaliatory military and other action by the United 
States and its allies may lead to increased political, economic and 
financial market instability and volatility in the price of natural gas 
that could affect our operations. In addition, future acts of terrorism 
could be directed against companies operating in the United 
States, and companies in the energy industry may face a 
heightened risk of exposure to acts of terrorism. These 
developments have subjected our operations to increased risks. 
The insurance industry has also been disrupted by these events. 
As a result, the availability of insurance covering risks against which 
we and our competitors typically insure may be limited. In addition, 
the insurance we are able to obtain may have higher deductibles, 
higher premiums and more restrictive policy terms. 

Changes in the laws and regulations regarding the sale and 
marketing of products and services offered by our retail 
operations segment could adversely affect our results of 
operations, cash flows and financial condition. 
Our retail operations segment provides various energy-related 
products and services. These include sales of natural gas and 
utility-bill management services to residential and small commercial 
customers, the sale, repair, maintenance and warranty of heating, 
air conditioning and indoor air quality equipment. The sale and 
marketing of these products and services are subject to various 
state and federal laws and regulations. Changes in these laws and 
regulations could impose additional costs on or restrict or prohibit 
certain activities, which could adversely affect our results of 
operations, cash fiows and financial condition. 
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In 1997, Georgia enacted legislation allowing deregulation of 
gas distribution operations. To date, Georgia is the only state in the 
nation that has fully deregulated gas distribution operations, which 
ultimately resulted in Atlanta Gas Light exiting the retail natural gas 
sales business while retaining its gas distribution operations. 
Marketers, including our majority-owned subsidiary, SouthStar, 
then assumed the retail gas sales responsibility at deregulated 
prices. The deregulation process required Atlanta Gas Light to 
completely reorganize its operations and personnel at significant 
expense. We are not aware of any movement to do so, but it is 
possible that the legislature could reverse or amend portions of the 
deregulation process. 

Changes in the laws and regulations regarding maritime 
activities offered by our cargo shipping segment could 
adversely affect the results of operations, cash flows and 
financial condition. 
Tropical Shipping is subject to the International Ship and Port-
facility Security Code and is also subject to the United States 
Maritime Transportation Security Act, both of which require 
extensive security assessments, plans and procedures. Tropical 
Shipping is also subject to the regulations of the Federal Maritime 
Commission, the Surface Transportation Board, as well as other 
federal agencies and local laws, where applicable, Additional costs 
that could result from changes in the rules and regulations of these 
regulatory agencies would adversely affect our results of operations, 
cash flows and financial condition. 

a material adverse effect on our reputation, operating results and 
financial condition. Such a breakdown or breach could also 
materially increase the costs we incur to protect against such 
risks. There is no guarantee that the procedures that we have 
implemented to protect against unauthorized access to secured 
data are adequate to safeguard against all data security breaches. 

We could be adversely affected by violations of the 
Foreign Corrupt Practices Act and similar worldwide anti-
bribery laws. 
Our international operations require us to comply with a number of 
U.S. and international laws and regulations, including those 
involving anti-bribery and anti-corruption. The Foreign Corrupt 
Practices Act ("FCPA") generally prohibits United States companies 
and their intermediaries from making improper payments to foreign 
officials for the purpose of obtaining or maintaining business or 
obtaining an improper business benefit. Although our policies 
require compliance with these laws, we may be held liable for 
actions taken by our strategic or local partners in foreign 
jurisdictions, even though these partners may not be subject to the 
FCPA. Violations of these laws, or allegations of such violations, 
could disrupt our business and result in a material adverse effect 
on our business and results of operations, cash flows and financial 
condition. 

Risks Related to Our Corporate and Financial 
Structure 

Conservation could adversely affect our results of 
operations, cash flows and financial condition. 
As a result of recent legislative and regulatory initiatives, we have 
put into place programs to promote additional energy efficiency by 
our customers. Funding for such programs is being recovered 
through cost recovery riders. However, the adverse impact of lower 
deliveries and resulting reduced margin could adversely affect our 
results of operations, cash fiows and financial condition. 

A security breach could disrupt our operating systems, 
shutdown our facilities or expose confidential personal 
information. 

Security breaches of our information technology infrastructure, 
Including cyber-attacks and cyber terrorism, could lead to system 
disruptions or generate facility shutdowns. If such an attack or 
security breach were to occur, our business, results of operations 
and financial condition could be materially adversely affected. In 
addition, such an attack could affect our ability to service 
our indebtedness, our ability to raise capital and our future 
growth opportunities. 

Additionally the protection of customer, employee and 
company data is critical to us. A breakdown or a breach in our 
systems that results in the unauthorized release of individually 
identifiable customer or other sensitive data could occur and have 

We depend on our ability to successfully access the capital 
and financial markets. Any inability to access the capital or 
financial markets may limit our ability to execute our 
business plan or pursue improvements that we may rely on 
for future growth. 
We rely on access to both short-term money markets (in the form 
of commercial paper and lines of credit) and long-term capital 
markets as a source of liquidity for capital and operating 
requirements not satisfied by the cash flow from our operations. If 
we are not able to access financial markets at competitive rates, 
our ability to implement our business plan and strategy will be 
negatively affected, and we may be forced to postpone, modify or 
cancel capital projects. Certain market disruptions may increase 
our cost of borrowing or affect our ability to access one or more 
financial markets. Such market disruptions could result from: 

• adverse economic conditions 
• adverse general capital market conditions 
• poor performance and health of the utility industry in general 
• bankruptcy or financial distress of unrelated energy companies 

or Marketers 
• significant decrease in the demand for natural gas 
• adverse regulatory actions that affect our local gas distribution 

companies and our natural gas storage business 
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• terrorist attacks on our facilities or our suppliers or 
• extreme weather conditions. 

During 2011, our issuances of new debt along with our 
commercial paper borrowings were primarily used to fund the 
merger with Nicor, capital expenditures and purchase natural gas 
inventories for the 2011 / 2012 Heating Season. The amount of 
our working capital requirements in the near-term will primarily 
depend on the market price of natural gas and weather. Higher 
natural gas prices may adversely impact our accounts receivable 
collections and may require us to increase borrowings under our 
credit facilities to fund our operations. 

While we believe we can meet our capital requirements from 
our operations and our available sources of financing, we can 
provide no assurance that we will continue to be able to do so in 
the future, especially If the market price of natural gas increases 
significantly in the near-term. The future effects on our business, 
liquidity and financial results due to market disruptions could be 
material and adverse to us, both in the ways described above, or 
in ways that we do not currently anticipate. 

If we breach any of the financial covenants under our 
various credit facilities, our debt service obligations could 
be accelerated. 
The AGL Credit Facility and the Nicor Gas Credit Facility contain 
financial covenants. If we breach any of the financial covenants 
under these agreements, our debt repayment obligations under 
them could be accelerated. In such event, we may not be able to 
refinance or repay all our indebtedness, which would result in a 
material adverse effect on our business, results of operations and 
financial condition. 

A downgrade In our credit rating could negatively affect our 
ability to access capital, or may require us to provide 
additional collateral to certain counterparties. 
Our senior debt is currently assigned investment grade credit 
ratings. If the rating agencies downgrade our ratings, particulariy 
below Investment grade, it may significantly limit our access to the 
commercial paper market and our borrowing costs would increase. 
In addition, we would likely be required to pay a higher interest rate 
in future financings and our potential pool of investors and funding 
sources wouid likely decrease. 

Additionally if our credit rating by either S&P or Moody's falls 
to non-investment grade status, we will be required to provide 
additional support for certain customers, In December 2010, after 
we announced the proposed merger with Nicor, S&P lowered our 
outlook from stable to negative watch. In December 2011, related 
to our merger with Nicor, our credit ratings were graded as follows: 

• Moody's affirmed the senior unsecured and short-term ratings of 
the legacy subsidiaries of AGL Resources. Moody's withdrew 
the short-term rating of Nicor and downgraded the long-term 

and short-term ratings of Nicor Gas (long-term to A3, from A2, 
and short-term to P-2 from P-1). Moody's affirmed the Stable 
outlook for all of our entities. 

• S&P affirmed its rating of AGL Capital (BBB-i-), while lowering the 
corporate credit ratings on AGL Resources and its subsidiaries 
(Atlanta Gas Light and Nicor Gas). The corporate credit rating of 
AGL Resources and Atlanta Gas Light was downgraded from 
A- to BBB-i- while the corporate credit rating of Nicor Gas was 
downgraded from AA to BBB-i-. S&P indicated the downgrade 
primarily stems from our increased financial leverage resulting 
from the Nicor merger S&P rated both the AGL Capital and 
Nicor Gas commercial paper programs at A-2. As a result of 
these actions, S&P removed the Negative Watch and noted the 
outlook is now Stable. 

• Fitch affirmed its ratings on AGL Resources and its subsidiaries 
(A-) and Nicor Gas (A), with a Stable outlook. Fitch noted that 
our consolidated financial profile is pressured, and that with the 
addition of acquisition-related debt, our consolidated credit 
metrics are weak for the ratings category. Fitch indicated that 
long-term ratings stability will depend on reduction in leverage 
through successful integration and the realization of operating 
synergies. 

As of December 31, 2011, if our credit rating had fallen below 
investment grade, we would have been required to provide 
collateral of approximately $48 million to continue conducting 
business with certain counterparties. 

We are vulnerable to interest rate risk with respect to our 
debt, which could lead to changes in interest expense and 
adversely affect our earnings. 
We are subject to Interest rate risk in connection with the issuance 
of fixed-rate and variable-rate debt. In order to maintain our desired 
mix of fixed-rate and variable-rate debt, we may use interest rate 
swap agreements and exchange fixed-rate and variable-rate 
interest payment obligations over the life of the arrangements, 
without exchange of the underlying principal amounts. For 
additional information, see Item 7A, "Quantitative and Qualitative 
Disclosures About Market Risk." We cannot ensure that we will be 
successful in structuring such swap agreements to manage our 
risks effectively ff we are unable to do so, our earnings may be 
reduced. In addition, higher interest rates, all other things equal, 
reduce the earnings that we derive from transactions where we 
capture the difference between authorized returns and short-
term borrowings. 

We are a holding company and are dependent on cash flow 
from our subsidiaries, which may not be available in the 
amounts and at the times we need. 
A signiflcant portion of our outstanding debt was issued by our 
wholly owned subsidiary, AGL Capital, which we fully and 
unconditionally guarantee. Since we are a holding company and 

29 AGL RESOURCES INC. 201 1 ANNUAL REPORT 



have no operations separate from our investment in our 
subsidiaries, we are dependent on cash in the form of dividends or 
other distributions from our subsidiaries to meet our cash 
requirements. The ability of our subsidiaries to pay dividends and 
make other distributions is subject to applicable state law. In 
addition, Nicor Gas is not permitted to make money pool loans to 
affiliates. Refer to Item 5, "Market for the Registrant's Common 
Equity Related Stockholder Matters and Issuer Purchases of 
Equity Securifies" for additional dividend restriction informaflon. 

The use of derivative contracts in the normal course of our 
business could result in financial losses that negatively 
impact our results of operations. 
We use derivatives, including futures, forwards and swaps, to 
manage our commodity and financial market risks. We could 
recognize financial losses on these contracts as a result of volatility 
in the market values of the underlying commodities or if a 
counterparty fails to perform under a contract. In the absence of 
actively quoted market prices and pricing information from external 
sources, the valuation of these derivative instruments can involve 
management's judgment or use of estimates. As a result, changes 
in the underlying assumptions or use of alternative valuation 
methods could adversely affect the value of the reported fair value 
of these contracts, 

As a result of cross-default provisions in our borrowing 
arrangements, we may be unable to satisfy all our 
outstanding obligations in the event of a default on our part. 
The AGL Credit Facility and the Nicor Gas Credit Facility contain 
cross-default provisions. Should an event of default occur under 
some of our debt agreements, we face the prospect of being in 
default under other of our debt agreements, obligated in such 
instance to saflsfy a large portion of our outstanding indebtedness 
and unable to satisfy all our outstanding obligations simultaneously 

Changes in taxation could adversely affect our results of 
operations, cash flows and financial condition. 
Various tax and fee increases may occur in locations in which we 
operate. For example, the Illinois corporate income tax rate was 
increased effective January 1, 2011. We cannot predict whether 
other legislation or regulation will be introduced, the form of any 
legislation or regulation, or whether any such legislation or 
regulafion will be passed by the legislatures or other governmental 
bodies. New taxes or an increase in tax rates would increase tax 
expense and could adversely affect our results of operations, cash 
fiows and financial condition. 

We are involved in legal or administrative proceedings 
before various courts and governmental bodies that could 
adversely affect our results of operations, cash flows and 
financial condition. 

We are involved in legal or administrative proceedings before 
various courts and governmental bodies with respect to general 
claims, rates, taxes, environmental issues, billing, credit and 
collection matters, intersegment services, gas cost prudence 
reviews and other matters. Adverse decisions regarding these 
matters, to the extent they require us to make payments in excess 
of amounts provided for in our financial statements, could adversely 
affect our results of operations, cash flows and financial condition. 

Risks Related to Our Merger w i th Nicor 

The market price of our common stock after the merger 
may be affected by factors different from those affecting the 
shares of AGL Resources or Nicor prior to the merger. 
Our businesses differ from those of Nicor in important respects 
and, accordingly, the results of operations of the combined 
company and the market price of our shares of common stock 
following the merger may be affected by factors different from 
those affecting the results of our operations prior to the merger 

The merger may not be accretive to our earnings and may 
cause dilution to our earnings per share, which may 
negatively affect the market price of our common shares. 
We may encounter additional transaction and integration-related 
costs, may fail to realize all ofthe benefits anticipated in the merger 
or be subject to other factors that affect preliminary estimates. Any 
of these factors could cause a decrease in our earnings per share 
or decrease or delay the expected accretive effect of the merger 
and contribute to a decrease in the price of our common shares. 

The anticipated benefits of combining Nicor with us may not 
be realized. 
We entered into the Merger Agreement with the expectation that 
the merger would result in various benefits, including, among other 
things, increased operating efficiencies and reduced costs. 
Although we expect to achieve the anticipated benefits of the 
merger, achieving them is subject to a number of uncertainties, 
including: 

• the ability to combine certain of our operations or take advantage 
of expected growth opportunities 

• general market and economic conditions 
• general competitive factors in the marketplace 
• higher than expected costs required to achieve the anticipated 

benefits of the merger. 
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No assurance can be given that these benefits will be 
achieved or, if achieved, the timing of their achievement. Failure to 
achieve these anticipated benefits could result in increased costs 
and decreases in the amount of expected revenues or net income 
of the combined company 

The integration of AGL Resources and Nicor will present 
significant challenges that may result in a decline In the 
anticipated potential benefits of the merger. 
The difficulties of combining operations include: 

• combining the best practices, including utility operations, non-
regulated energy marketing operations and staff functions 

• the necessity of coordinating geographically separated 
organizations, systems and facilities 

• integrating personnel with diverse business backgrounds and 
organizational cultures 

• moving our operating headquarters for our gas distribution 
business to Naperville, Illinois 

• reducing the costs associated with each company's operations 
• preseri/ing important relationships of both AGL Resources and 

Nicor and resolving potential confilcts that may arise. 

The process of combining operations could cause an interruption 
of, or loss of momentum in, the activities of one or more of the 
combined company's businesses and the possible loss of key 
personnel. The diversion of management's attention and any 
delays or difficulties encountered in connection with the merger 
and the integration of our operations could have an adverse effect 
on our business, results of operations, financial condition or 
prospects of the combined company after the merger 

We have incurred and will incur significant transaction, 
merger-related and restructuring costs in connection with 
the merger. 
We continue to incur restructuring and integration costs in 
connection with the merger. We are assessing the magnitude of 
these costs and additional unanticipated costs may be incurred as 
we continue the integration of the businesses. The costs related to 
restructuring are expensed as a cost of the ongoing results of 
operations of the combined company Although we expect that the 
elimination of duplicative costs, as well as the realization of other 
efficiencies related to the integration of the businesses, may offset 
incremental transaction, merger-related and restructuring costs 
over time, any net benefit may not be achieved in the near term, or 
at all. 

The combined company recorded goodwill and intangible 
assets that could become impaired and adversely affect the 
combined company's operating results. 
We accounted for the merger as a purchase in accordance with 
GAAP. Under the purchase method of accounting, the assets and 

liabilities of Nicor were recorded, as of the date of the merger, at 
their respective fair values and added to our assets and liabilities. 
Our reported financial condition and results of operations issued 
after completion of the merger refiect Nicor balances and results 
after completion of the merger, but do not restate retroactively to 
reflect the historical financial position or results of operations of 
Nicor for periods prior to the merger. The earnings ofthe combined 
company refiect purchase accounting adjustments. 

Under the purchase method of accounting, the total purchase 
price was allocated to Nicor's tangible assets and liabilities and 
identifiable intangible assets based on their fair values as of the 
date of the merger. Identifiable intangible assets of $103 million 
were recorded. The fair value of Nicor's assets and liabilities 
subject to the rate setting practices of their regulators approximate 
their carrying value. The excess of the purchase price over 
identifiable fair values was recorded as goodwill in the amount of 
approximately $1.4 billion. To the extent the value of goodwill or 
intangibles becomes impaired, the combined company may be 
required to incur impairment charges that could have a material 
impact on the combined company's operating results. 

Our indebtedness following the merger is higher than our 
previous indebtedness, which could limit our operations and 
opportunities, make It more difficult for us to pay or 
refinance our debts and may cause us to issue additional 
equity in the future, which would increase the dilution of our 
shareholders or reduce earnings. 
In connection with the merger, we assumed Nicor's outstanding 
debt and Incurred additional debt to pay the cash portion of the 
merger consideration and transactions expenses. Our total 
indebtedness as of December 31, 2011 was approximately 
$4.9 billion (Including approximately $1.3 billion of short-term 
borrowings and approximately $3.6 billion of long-term debt and 
other long-term obligations). 

Our debt sen/ice obligations with respect to this increased 
indebtedness could have an adverse impact on our earnings and 
cash flows (which after the merger include the earnings and cash 
flows of Nicor) for as long as the indebtedness is outstanding. 

This increased indebtedness could also have important 
consequences to shareholders. For example, it could: 

• make it more difficult for us to pay or reflnance our debts as they 
become due during adverse economic and industry conditions 
because any decrease in revenues could cause us to not have 
sufficient cash fiows from operations to make our scheduled 
debt payments 

• limit our flexibility to pursue other strategic opportunities or react 
to changes in our business and the industry in which we operate 
and, consequently place us at a competitive disadvantage to 
compefitors with less debt 

• require a substantial portion of our cash flows from operations to 
be used for debt service payments, thereby reducing the 
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availability of our cash flow to fund working capital, capital 
expenditures, acquisitions, dividend payments and other general 
corporate purposes 

• result in a downgrade in the credit rating of our indebtedness, 
which could limit our ability to borrow additional funds or 
increase the interest rates applicable to our indebtedness 

• reduce the amount of credit available to us to support hedging 
activities 

• result in higher interest expense in the event of Increases in 
interest rates since some of our borrowings are, and will continue 
to be, at variable rates. 

Based upon current levels of operations, we expect to be 
able to generate sufficient cash on a consolidated basis to make 
all of the principal and interest payments when such payments are 
due under our existing credit agreements, indentures and other 
instruments governing our outstanding indebtedness, and under 
the Indebtedness of Nicor and its subsidiaries that remained 
outstanding after the merger; but there can be no assurance that 
we will be able to repay or refinance such borrowings and 
obligations. 

We are committed to maintaining and improving our credit 
ratings. In order to maintain and improve these credit ratings, we 
may consider it appropriate to reduce the amount of indebtedness 
outstanding. This may be accomplished in several ways, including 
Issuing additional shares of common stock or securities convertible 
into shares of common stock, reducing discretionary uses of cash 
or a combination of these and other measures. Issuances of 
additional shares of common stock or securities convertible Into 
shares of common stock would have the effect of diluting the 
ownership percentage that shareholders will hold in the combined 
company and might reduce the reported earnings per share. The 
specific measures that we may ultimately decide to use to maintain 
or improve our credit ratings and their timing, will depend upon a 
number of factors, including market conditions and forecasts at 
the time those decisions are made. 

Item 1B. Unresolved Staff Comments 

We do not have any unresolved comments from the SEC staff 
regarding our periodic or current reports under the Securifies 
Exchange Act of 1934, as amended. 

Item 2. Properties 

We consider our properties to be well maintained, in good 
operating condition and suitable for their intended purpose. The 
following provides the location and general character of the 
materially important properties that are used by our segments. 
Substantially all of Nicor Gas' properties are subject to the lien of 
the indenture securing its first mortgage bonds. See Note 8 to our 
consolidated financial statements under Item 8 herein. 

Distribution and transmission mains 
Our distribution systems transport natural gas from our pipeline 
suppliers to our customers in our service areas. At December 31, 
2011, our distribution operations segment owned approximately 
80,000 miles of underground distribution and transmission mains. 
The distribution and transmission mains are located on easements 
or rights-of-way which generally provide for perpetual use. 

Storage assets 

Distribution Operations We own and operate eight underground 
natural gas storage facilities in Illinois with a total inventory capacity 
of about 150 Bcf, approximately 135 Bcf of which can be cycled 
on an annual basis. The system is designed to meet about 50% of 
the estimated peak-day deliveries and approximately 40% of its 
normal winter deliveries in Illinois. In addition to the facilities we 
own, we have about 40 Bcf of purchased storage services under 
contracts with Natural Gas Pipeline Company of America that 
expire in 2013. This level of storage capability provides us with 
supply flexibility Improves the reliability of deliveries and can 
mitigate the risk associated with seasonal price movements. 

We have approximately 7.5 Bcf of LNG storage capacity in 
five LNG plants located in Georgia, New Jersey and Tennessee. In 
addition, we own two propane storage facilities in Virginia that 
have a combined storage capacity of approximately 0.5 Bcf. The 
LNG plants and propane storage facilities are used by our 
distribution operations segment to supplement natural gas supply 
during peak usage periods. 



Midstream Operations We currently own three high-deliverability 
natural gas storage and hub facilities which are operated by our 
midstream operations segment. Jefferson Island operates a salt-
dome storage facility in Louisiana currently consisting of two salt-
dome gas storage caverns with approximately 10 Bcf of total 
capacity and about 7.2 Bcf of working gas capacity Golden 
Triangle Storage operates a salt-dome storage facility In Texas 
designed for approximately 13.3 Bcf of working natural gas 
capacity and total cavern capacity of 20 Bcf. Cavern 1, with 6 Bcf 
of working capacity, was completed and began commercial 
service in September 2010. Cavern 2, with an expected 7.3 Bcf of 
working capacity is expected to be placed into commercial service 
in mid-2012. Central Valley is developing an underground natural 
gas storage facility in California with an expected 11 Bcf of working 
natural gas capacity and is expected to be placed into commercial 
service in mid-2012. 

Vessels and shipping containers 
Our cargo shipping segment operates 12 owned vessels and 2 
chartered vessels with a container capacity totaling approximately 
5,500 TEUs. The owned vessels range in age from 1 - 35 years, 
and vary in length from 249 - 491 feet. In addition to the vessels, 
the company owns and/or leases containers, freight-handling 
equipment, chassis and other equipment. 

Item 3. Legal Proceedings 

The nature of our business ordinarily results In periodic regulatory 
proceedings before various state and federal authorities. In 
addition, we are party as both plaintiff and defendant, to a number 
of lawsuits related to our business on an ongoing basis. 
Management believes that the outcome of all regulatory 
proceedings and litigation in which we are currently involved will 
not have a material adverse effect on our consolidated financial 
condition or results of operations. 

For more information regarding some of these proceedings, 
see Note 11 to our consolidated financial statements under Item 8 
herein under the caption "Litigation". 

Item 4. Mine Safety Disclosures 

Not applicable. 

Offices 
All of our segments own or lease office, warehouse and other 
facilities throughout our operating areas. We expect additional or 
substitute space to be available as needed to accommodate the 
expansion of our operations. 
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PART II 

Item 5. Market for the Registrant's Common 
Equity, Related Stockholder Matters and 
Issuer Purchases of Equity Securities 

Holders of Common Stock, Stock Price and 
Dividend Information 
Our common stock is listed on the New York Stock Exchange. On 
December 16, 2011, our ticker symbol changed from AGL to 
GAS. At January 31, 2012, there were 17,770 record holders of 
our common stock, which represents an increase of approximately 
8,500 from the same period in 2011. The increase in the number 
of record holders and the change in our ticker symbol were 
primarily the result of the completion of our merger with Nicor on 
December 9, 2011. Quarterly information concerning our high and 
low stock prices and cash dividends paid in 2011 and 2010 is 
as follows: 

Sales price Cash dividend per 

of common s1ocl< common share 

Quarter ended: 

2011 
March 31, 2011 
June 30, 2011 
September 30, 2011 
December 31, 2011'" 

High 

$39.91 
42.34 
42.40 
43.69 

Low 

$35.65 
38.58 
34.08 
37.95 

$0.45 
0.45 
0.45 
0.55 

$1.90 
'"As a result ot the Nicor merger, AGL Resources shareholders ot record as of the close ot 

business on December 8, 2011, received a pro rata dividend ot $0.0989 tor the stub penod, 

accruing from November 19, 2011. For presentation purposes the amount in the table was 

rounded to $0.10. 

We have historically paid dividends to common shareholders four 
times a year: March 1, June 1, September 1 and December 1. We 
have paid 256 consecutive quarterly dividends beginning in 1948. 
Our common shareholders may receive dividends when declared 
at the discretion of our Board of Directors. See Item 7, 
"Management's Discussion and Analysis of Financial Condition 
and Results of Operations - Liquidity and Capital Resources -
Cash Flow from Financing Activities - Dividends on Common 
Stock." Dividends may be paid in cash, stock or other form of 
payment, and payment of future dividends will depend on our 
future earnings, cash flow, financial requirements and other 
factors, some of which are noted below. In certain cases, our 
ability to pay dividends to our common shareholders is limited by 
our ability to satisfy our obligafions under certain financing 
agreements, including debt-to-capitallzatlon covenants. 

Under Georgia law, the payment of cash dividends to the 
holders of our common stock is limited to our legally available 
assets and subject to the prior payment of dividends on any 
outstanding shares of preferred stock. Our assets are not legally 
available for paying cash dividends if, after payment of the dividend: 

• we could not pay our debts as they become due in the usual 
course of business, or 

• our total assets would be less than our total liabilities plus, 
subject to some exceptions, any amounts necessary to satisfy 
(upon dissolution) the preferential rights of shareholders whose 
preferential rights are superior to those of the shareholders 
receiving the dividends. 

2010 
March 31, 2010 
June 30, 2010 
September 30, 2010 
December 31, 2010 

$38.83 
40.08 
40.00 
39.66 

$34.26 
34.72 
35.29 
34.21 

$0.44 
0.44 
0.44 
0.44 

$1.76 

Issuer Purchases of Equity Securit ies 
There were no purchases of our common stock by us and any affiliated purchasers during the three months ended December 31, 2011, as 
set forth in the following table. Stock repurchases may be made in the open market or in private transactions at times and in amounts that 
we deem appropriate. However, there Is no guarantee as to the exact number of additional shares that may be repurchased, and we may 
terminate or limit the stock repurchase program at any time. We currently anticipate holding the repurchased shares as treasury shares. 

Ivlaximum number ot shares that may 

Period 

October 2011 
November 2011 
December 2011 

Total fourth quarter 

Total number of 

Shares purchased''' 

-

— 

paid per 

common share 

$ -

$ -

purchased as part ot publicly 

announced plans or programs 

-

— 

yet be purchased under the publicly 

announced plans or programs 

-

-
'̂ ' On March 20, 2001, our Board of Directors approved the purchase of up to 600,000 shares of our common stock in the open market to be used for issuances under the Officer Incentive Plan (Officer 

Flan). We did not purchase any shares for such purposes in the fourth quarter of 2011. As ot December 31, 2011, we had purchased a total 383,591 of the 600,000 shares authonzed for purchase, 
leaving 216,409 shares available for purchase under this program. 
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item 6. Selected Financial Data 

Selected financial data about AGL Resources for the last five years is set forth in the table below. You should read the data in the table in 

conjunction with the consolidated financial statements and related notes set forth in Item 8, "Financial Statements and Supplementary Data." 

Material changes from 2010 to 2011 are primarily due to the Nicor merger on December 9, 2011. See Note 3 to our consolidated financial 

statements under Item 8 herein for additional merger related information. 

Dollars and shares in millions, except per share amounts 2011"! 2010 2009 2008 

Income statement data 
Operating revenues 
Operating expenses 

Cost of goods sold 
Operation and maintenance'^' 
Depreciation and amortization 
Nicor merger expenses"" 
Taxes other than Income taxes 

Common stock data 
Weighted average common shares outstanding basic 
Weighted average common shares outstanding diluted 
Total shares outstanding"' 

$ 2,338 $2,373 $2,317 $2,800 $2,494 

1,097 
490 
186 
68 
57 

1,164 
497 
160 

6 
46 

1,142 
497 
158 

— 
44 

1,654 
472 
152 

— 
44 

1,369 
451 
144 

— 
41 

Total operating expenses 
Operating income 
other income (expense) 
Earnings before interest and taxes (EBIT)" 
Interest expenses 
Earnings before income taxes 
Income taxes 
Net income 
Less net income attributable to the noncontrolling interest 
Net income attributable to AGL Resources Inc. 

1,898 
440 

7 
447 
136 
311 
125 
186 

14 
$ 172 

1,873 
500 

(1) 
499 
109 
390 
140 
250 

16 
$ 234 

1,841 
476 

9 
485 
101 
384 
135 
249 

27 
$ 222 

2,322 
478 

6 
484 
115 
369 
132 
237 
20 

$ 217 

2,005 
489 

4 
493 
125 
368 
127 
241 
30 

$ 211 

80.4 
80.9 

117.0 

77.4 
77.8 
78.0 

76.8 
77.1 
77.5 

76.3 
76.6 
76.9 

77.1 
77.4 
76.4 

Basic earnings per common share attributable to 
AGL Resources Inc. common shareholders 

Diluted earnings per common share attributable to 
AGL Resources Inc. common shareholders 

Price range: 
High 
Low 
Close"' 

Market value 

$ 2.14 $ 3.02 $ 2.89 $ 2.85 $ 2.74 

$ 2.12 $ 3.00 $ 2.88 $ 2.84 $ 2,72 
Dividends declared per common share'" 
Dividend payout ratio 
Dividend yield"" 

$ 1.90 
89% 

4.5% 

$ 1.76 $ 1.72 $ 1.68 $ 1.64 
58% 60% ^ 59% 60' 

4.9% 4.7% 5.4% 4.4' 

$ 43.69 
$ 34.08 
$ 42.26 

$40.08 
$34.21 
$35.85 

$37.52 
$24.02 
$36.47 

$39.13 
$24.02 
$31.35 

$ 4,946 $2,800 $2,826 $2,411 

$44.67 
$35.24 
$37.64 
$2,876 

Statements of Financial Position data" 
Total assets 
Property, plant and equipment - net 
Short-term debt 
Long-term debt 

Cash flow data 
Net cash flow provided by operating activities 
Net cash flow used in investing activities 
Net cash fiow (used in) provided by financing activities 
Net borrowings and (payments) of short-term debt 

$13,913 
7,900 
1,338 
3,561 

$7,520 
4,405 
1,033 
1,671 

$7,079 
4,146 

602 
1,974 

$6,710 
3,816 

866 
1,675 

$6,258 
3,566 

580 
1,675 

Total debt 
Total equity 

4,899 
3,339 

2,704 
1,836 

2,576 
1,819 

2,541 
1,684 

2,255 
1,708 

$ 451 
(1,339) 

933 
91 

$ 526 
(442) 
(86) 
131 

$ 592 
(476) 
(106) 
(264) 

$ 227 
(372) 
142 
286 

$ 377 
(253) 
(122) 

52 
Financial ratios"' 
Debt 
Equity 

Total 
Return on average equity 

59% 
4 1 % 

100% 
6.5% 

60% 
40% 

100% 
12.8% 

59% 
41% 

100% 
12.7% 

60% 
40% 

100% 
12.8% 

57% 
43% 

100% 
12.6%) 

î *Material changes from 2010 to 2011 are primariiy due to the Nicor merger on December 9, 2011. The year ending December 31, 2011 includes only 22 days of Nicor activity from December 10, 

2011 through December 31, 2011. See Note 3 for additional merger related information. '̂ ^Transaction expenses associated with the Nicor merger were excluded from operation and maintenance 

expenses. -̂̂ 'This is a non-GAAP measurement. A reconciliation of EBIT to earnings before income taxes and net income is contained in Item 7, "Management's Discussion and Analysis of Financial 

Condition and Results of Operations - AGL Resources-Results of Operations." ''"As of the last day of the fiscal period. '̂ 'As aresult of the Nicor merger, AGL Resources shareholders of record as 

ot the close of business on December 8, 2011. received a pro rata dividend of $0.0989 for the stub period, accruing from November 19, 2011. For presentation purposes the amount in the table was 

rounded to $0.10. *' Dividends declared per common share during the fiscal period divided by marl<et value per common share as of the last day of the fiscal period. 
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item 7. Management's Discussion and Anaiysis 
of Financlai Condition and Results of Operations 

Executive Summary 

Merger with Nicor On December 9, 2011, we closed the merger 
with Nicor. We are now the nation's largest natural gas-only 
distribution company based on customer count. The merger 
created a combined company with increased scale and scope 
in both regulated utility and non-regulated businesses as 
indicated below: 

• Over 1 million retail customers in the unregulated businesses 
• Physical wholesale gas business delivering approximately 

5.2 Bcf of natural gas per day 
• Natural gas storage facilities that are expected to provide 

approximately 31.8 Bcf of working gas storage capacity in 2012 

As a result of our merger with Nicor some of our businesses 
have been reclassified to different segments. See Note 13 to our 
consolidated financial statements under Item 8 herein for additional 
segment information including recasted prior period information. 
The following table provides more information on our segments. 

Seven regulated natural gas distribution companies providing 
natural gas services to approximately 4.5 million customers in 
Illinois, Georgia, Virginia, New Jersey Florida, Tennessee 
and Maryland 

Distribution operations 
Retail operations 
Wholesale sen/ices 
Midstream operations 
Cargo shipping 
other"' 

Total 

2011 

80% 
18 
1 
2 

— 
(1) 

100% 

EBIT 121 

2010 

70% 
21 
10 
1 

n/a 

(2) 
100% 

2009 

67% 
22 
10 
. 1 
n/a 
— 

100% 

2011 

79% 
4 
9 
4 
5 

(1) 
100% 

Assets '̂ 1 

2010 

73% 
3 

18 
6 

n/a 
— 

100% 

2009 

74% 
4 

16 
5 

n/a 
1 

100% 

Capital Expenditures" 

2011 

85% 
1 

— 
8 

— 
6 

100% 

2010 

70% 
1 

— 
25 
n/a 

4 
100% 

2009 

74% 
1 

— 
23 
n/a 

2 
100% 

' ' 'The 2011 results excludf? ttie effects ot ttie $68 million of merger expenses which were reported within our other segment. 

'2'The year ending December 3 1 , 2011 only Includes 22 days of NIoor activity from December 10, 2011 through December 3 1 , 2011 . 

' "The 2011 amounts include Nicor assets as ot December 3 1 , 2011 , 

Over the last three years, on average, we have derived 12% 
of our operating segments' EBIT from our regulated natural gas 
distribution business whose rates are approved by state regulatory 
commissions. We derived our remaining operating segment's EBIT 
for the last three years principally from businesses that are 
complementary to our natural gas distribution business. These 
businesses include the sale of natural gas to retail customers, 
natural gas asset management and the operation of high-
deliverability natural gas underground storage as ancillary activities 
to our regulated utility franchises. The increased impact of the 
rate-regulated distribution operations segment on our overall 
business is expected Xo reduce our exposure to market fluctuations. 

For additional information on the Nicer merger see Item 1 -
Business as well as Note 3 to our consolidated financial statements 
under Item 8 herein. 

Legislative and regulatory update We continue to actively 
pursue a regulator/ strategy that improves customer seni/ice and 
reduces the lag between our investments In infrastructure and the 
recovery of those investments through various rate mechanisms. If 
our rate design proposals are not approved, we will continue to 
work cooperatively with our regulators, legislators and others to 

create a framework that is conducive to our business goals and 
the interests of our customers and shareholders. 

On December 20, 2011, the Virginia Commission approved 
an annual increase of $11 million in base rate revenues and 
established an authorized return on equity of 10% for Virginia 
Natural Gas with an overall return on rate base set at 7.38%). 
Additionally, $3.1 million of costs previously recovered through 
base rates will now be recovered through the company's gas cost 
recovery rate. Customer's bills will be credited to refund the 
difference between the final approved rates and interim rate 
increase, which began with usage on and after October 1, 2011, 
The new rate is expected to increase the average residential 
customer's monthly bill by less than $3.50 per month depending 
on usage. 

Customer growth initiatives While there has been some 
improvement in the economic conditions within the areas we 
serve, we continue to see higher rates of unemployment, 
depressed housing markets with high inventories, significantly 
reduced new homie construction and a slow-down in new 
commercial development. As a result, we have experienced only 
slight customer gains in our distribution operations and retail 
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operations segments throughout 2011. Our year-over-year 
consolidated utility customer gain rate was 0.1% in 2011, 
compared to a loss rate of (0.1)%) for 2010. We anticipate overall 
competifion and customer trends in 2012 to be similar to our 2011 
results. In addition, for the full year 2011 Nicor Gas increased their 
customer count by 0.4%) compared to 0.2%o for 2010. 

We use a variety of targeted marketing programs to attract 
new customers and to retain existing customers. These efforts 
include working to add residential customers, multifamily 
complexes and commercial customers who use natural gas for 
purposes other than space heating, as well as evaluating and 
launching new natural gas related programs, products and 
sen/ices to enhance customer growth, mitigate customer attrition 
and increase operating revenues. These programs generally 
emphasize natural gas as the fuel of choice for customers and 
seek to expand the use of natural gas through a variety of 
promotional activities. On October 10, 2011, Georgia Natural Gas 
was named the exclusive natural gas partner for the Delta Air Lines 
Inc. Delta SkyMiies Program in Georgia. This is a long-term 
partnership and we expect it will help retain current customers as 
well as attract new customers from other Marketers in Georgia. 

Natural gas price volatility Volatility in the natural gas market 
arises from a number of factors such as weather fluctuations or 
changes in supply or demand for natural gas in different regions of 
the country. The volatility of natural gas commodity prices has a 
significant impact on our customer rates, our long-term competitive 
position against other energy sources and the ability of our 
wholesale services segment to capture value from location and 
seasonal spreads. During 2008 and 2009, daily Henry Hub spot 
market prices for natural gas in the United States were extremely 
volatile. However, during 2010 and 2011, the volatility of natural gas 
prices has been significantly lower than It had been for several prior 
years. This is the result of a robust natural gas supply the weak 
economy mild weather and ample storage. Our natural gas 
acquisition strategy is designed to secure sufficient supplies of 
natural gas to meet the needs of our utility customers and to hedge 
gas prices to effectively manage costs, reduce price volatility and 
maintain a competitive advantage. Additionally, our hedging 
strategies and physical natural gas supplies in storage enable us to 
reduce earnings risk exposure due to higher gas costs. 

It Is possible that natural gas prices will remain low for an 
extended period based on current levels of excess supply relative 
to market demand for natural gas, in part due to abundant sources 
of new shale natural gas resen/es and the lack of demand by 
commercial and industrial enterprises. However, as economic 
conditions improve, the demand for natural gas may increase, 
natural gas prices could rise and higher volatility could return to the 
natural gas markets. Consequently, we are working to reposition 
our wholesales services business model with respect to fixed 
costs and the types of contracts pursued and executed. 

Hedges Changes in commodity prices subject a significant 
portion of our operations to earnings variability. Our non-utility 
businesses principally use physical and financlai arrangements to 
reduce the risks associated with both weather-related seasonal 
fiuctuations in market conditions and changing commodity prices. 
These economic hedges may not qualify, or are not designated for, 
hedge accounting treatment. As a result, our reported earnings for 
the wholesale sen/ices, retail operations and midstream operations 
segments reflect changes In the fair values of certain derivatives. 
These values may change significantly from period to period and 
are reflected as gains or losses within our operating revenues or 
our OCI for those derivative instruments that qualify and are 
designated as accounting hedges. 

Seasonality The operating revenues and EBIT of our distribution 
operations, retail operations, wholesale services and cargo 
shipping segments are seasonal. During the Heating Season, 
natural gas usage and operating revenues are generally higher 
because more customers are connected to our distribution 
systems and natural gas usage is higher in periods of colder 
weather. Occasionally in the summer, wholesale services operating 
revenues are impacted due to peak usage by power generators in 
response to summer energy demands. Seasonality also affects 
the comparison of certain Statements of Financial Position items 
such as receivables, unbilled revenue, inventories and short-term 
debt across quarters. However, these items are comparable when 
reviewing our annual results. 

Additionally, the revenues of our cargo shipping business are 
generally higher in the fourth quarter as our customers require 
more tourist-related shipments as the hotels, resorts, and cruise 
ships typically have increased occupancy rates commencing in 
the fourth quarter and increasing further into the first quarter and 
consumer spending increases during traditional holiday periods. 

Approximately 71 %> of these segments' operating revenues 
and 92%) of these segments' EBIT for the year ended 
December 31, 2011 were generated during the first and fourth 
quarters of 2011, and are refiected in our Consolidated Statements 
of Income for the quarters ended March 31, 2011 and 
December 31, 2011. Our base operating expenses, excluding 
cost of goods sold, interest expense and certain incentive 
compensation costs, are incurred relatively equally over any given 
year. Thus, our operating results can vary significantly from quarter 
to quarter as a result of seasonality. 
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Results of Operations 

We generate the majority of our operating revenues through the 
sale, distribution and storage of natural gas. We include in our 
consolidated revenues an estimate of revenues from natural gas 
distributed, but not yet billed, to residential, commercial and 
industrial customers from the date of the last bill to the end of the 
reporting period. No individual customer or industry accounts for a 
significant portion of our revenues. As a result of our merger with 
Nicor, our results of operations for the year ending December 31, 
2011 includes 22 days of Nicor activity from December 10, 2011 
through December 31, 2011. See Note 3 for additional merger 
related information and Note 13 to our consolidated financial 
statements under Item 8 herein for additional information regarding 
reclassification of our business segments. The following table 
provides more information regarding the components of our 
operating revenues. 

Residential 
Commercial 
Transportation 
Industrial 
Other 

2011 2010 2009 

$1,065 $1,083 $1,091 
467 521 467 
403 404 378 
289 205 185 
114 160 196 

Total operating revenues $2,338 $2,373 $2,317 

We evaluate segment performance using the measures of 
operating margin and EBIT, which include the effects of corporate 
expense allocations. Operating margin is a non-G/V\P measure 
that is calculated as operating revenues minus cost of goods sold 
and revenue tax expense in distribution operations. Operating 
margin excludes operation and maintenance expense, depreciation 
and amortization, taxes other than income taxes, and the gain or 
loss on the sale of our assets. These items are included in our 
calculation of operating income as reflected in our Consolidated 
Statements of Income. EBIT is also a non-GAAP measure that 
includes operating Income and other income and expenses. Items 
that we do not include in EBIT are financing costs, including 
interest and debt expense and income taxes, each of which we 
evaluate on a consolidated basis. 

We believe operating margin is a better indicator than 
operating revenues for the contribution resulting from customer 
growth in our distribution operations segment since the cost of 
goods sold and revenue tax expenses can vary significantly and 
are generally billed directly to our customers. We also consider 
operating margin to be a better indicator in our retail operations, 
wholesale services, midstream operations and cargo shipping 
segments since it is a direct measure of operating margin before 
overhead costs. 

We believe EBIT Is a useful measurement of our operating 
segments' performance because it provides information that can 
be used to evaluate the effectiveness of our businesses from an 

operational perspective, exclusive of the costs to finance those 
activities and exclusive of income taxes, neither of which is directly 
relevant to the efficiency of those operations. You should not 
consider operating margin or EBIT an alternative to, or a more 
meaningful indicator of, our operating performance than operating 
income, or net income attributable to AGL Resources Inc. as 
determined in accordance with GAAP In addition, our operating 
margin and EBIT measures may not be comparable to similariy 
titled measures of other companies. The following table reconciles 
operating revenue and operating margin to operating income and 
EBIT to earnings before income taxes and net income, together 
with other consolidated financial information for the last three years. 

in millions 

Operating revenues 
Cost of goods sold 
Revenue tax expense'" 

2011 

$2,338 
(1,097) 

(9) 

2010 

$ 2,373 
(1,164) 

— 

2009 

$2,317 
(1,142) 

~ 
Operating margin 
Operating expenses'" 
Revenue tax expense" 

1,232 

(733) 

9 

1,209 
(703) 

1,175 
(699) 

Nicor merger expenses'" 
Operating income 
Other income (expense) 
EBIT 
Interest expenses 
Earnings before income taxes 
Income tax expenses 
Net income 
Less net income attributable to 

the noncontrolling interest 

(68) 
440 

7 
447 
136 
311 
125 
186 

14 
Net income attributable to 

AGL Resources Inc. $ 172 

(6) 
500 

(1) 
499 
109 
390 
140 
250 

16 

— 
476 

9 
485 
101 
384 
135 
249 

27 

$ 234 $ 222 
'''Adjusted for revenue tax expenses for Nicor Gas which are passed directly through to cus

tomers. 

f"' Excludes transaction expenses associated with the merger with Nicor of approximately $68 

million ($55 million net of tax) in 2011 and $6 million ($4 million net of tax) In 2010. 

'"'Transaction expenses associated with the Nicor merger are part of operating expenses, but 

are shown separately to better compare year-over-year results. 

In 2011, our net Income attributable to AGL Resources Inc. 
decreased by $62 million or 26%) compared to last year The 
decrease was primarily the result of approximately $68 million 
($55 million net of tax) of transaction expenses associated with the 
merger with Nicer in 2011, which were expensed as incurred. We 
incurred approximately $6 million ($4 million net of tax) of Nicor 
transaction costs in 2010. Additionally, we experienced reduced 
EBIT at wholesale services and retail operations due to decreased 
average customer usage, warmer weather, losses associated with 
pipeline constraints in the Marcellus shale gas region and 
significantly lower natural gas volatility. This decrease was partially 
offset by higher EBIT at distribution operations due to increased 

I t i v c i iu i 'rtues from new rates at Atlanta Gas Light and increased 
regulatory infrastructure program revenues at Atlanta Gas 
Light and Elizabethtown Gas. The decrease in our net Income 



attributable to AGL Resources Inc. was also unfavorably impacted 
by increased interest expenses resulting from higher average debt 
outstanding, primarily the result of the additional long-term debt 
issuance used to fund the Nicor merger. 

In 2010, our net income attributable to AGL Resources Inc. 
increased by $12 million from the prior year primarily due to 
increased EBIT at distribution operations largely due to new rates 
at Atlanta Gas Light and Elizabethtown Gas as well as the 
completion of the Hampton Roads project by Virginia Natural Gas. 
The increase in our net income attributable to AGL Resources Inc. 
was also favorably impacted by increased EBIT at wholesale 
services and our additional 15% ownership interest in SouthStar, 
which was effective January 1, 2010. This was partly offset by 
increased interest expense and decreased EBIT at retail operations, 
midstream operations and other The decrease in EBIT at retail 
operations was mainly attributable to increased operating 
expenses. The variances for each operating segment are contained 
within the year-over-year 2011 compared to year-over-year 
discussion on the following pages. 

Interest expense In 2011, our interest expense increased by 
approximately $27 million. This increase was primarily the result of 
our prefunding the cash portion of the merger consideration 
through the issuance of approximately $975 million of long-term 
debt during the year This increased our annual interest expense by 
approximately $17 million. The remaining increase during 2011 
related primariiy to fees paid on our Term Loan Facility and our 
Bridge Facility. 

The increase in our interest expenses of $8 million in 2010 
compared to 2009 was primarily the result of fluctuations in short-
term interest rates and higher average debt levels. The following 
table provides additional detail on Interest expense for the last 
three years and the primary items that affect year-over-year 
change. 

In millions 

Interest expense 
Average debt outstanding'" 
Average rate'" 

2011 

$ 136 
$2,652 

5.1% 

2010 

$ 109 
$2,393 

4.6% 

2009 

$ 101 
$2,239 

4.5% 
"' Daily average of all outstanding debt. 

'̂ ' Increase in the 2011 average interest rate is due to our senior note issuances during the 

current year. 

Income tax expense Our income tax expense in 2011 decreased 
by $15 million or 11% compared to 2010. The decrease was 
primarily due to lower consolidated earnings as previously 
discussed. Our effective tax rate was 42.1% in 2011, 37.5% in 
2010 and 37.8% in 2009. The increased effective tax rate in 2011 
was primarily due to non-deductible merger transaction expenses. 
Our income tax expense in 2010 increased by $5 million or 4% 
compared to 2009 primarily due to higher consolidated earnings. 

As a result of the authoritative guidance related to 
consolidations, income tax expense and our effective tax rate are 
determined from earnings before income taxes less net income 
attributable to the noncontrolling interest. For more information on 
our income taxes, including a reconciliation between the statutory 
federal Income tax rate and our effective tax rate, see Note 12 to 
our consolidated financial statements under Item 8 herein. 

Operating metrics Selected weather, customer and volume 
metrics for 2011, 2010 and 2009, which we consider to be some 
of the key performance indicators for our operating segments, are 
presented in the following tables. For the businesses that were 
acquired from the Nicor merger we only include the 22 days of 
activity from December 10, 2011 through December 31, 2011. We 
measure the effects of weather on our business through heating 
degree days. Generally increased heating degree days result in 
greater demand for gas on our distribution systems. However, 
extended and unusually mild weather during the Heating Season 
can have a signiflcant negative impact on demand for natural gas. 
Our customer metrics highlight the average number of customers 
to which we provide services. This number of customers can be 
impacted by natural gas prices, economic condifions and 
competition from alternative fuels. 

Volume metrics for distribution operations and retail operations 
present the effects of weather and our customers' demand for 
natural gas. Wholesale services' daily physical sales represent the 
daily average natural gas volumes sold to its customers. Within our 
midstream operations segment, our natural gas storage 
businesses seek to have a signiflcant percentage of their working 
natural gas capacity under firm subscription, but also take into 
account current and expected market conditions. This allows our 
natural gas storage business to generate additional revenue during 
times of peak market demand for natural gas storage services, but 
retain some consistency with their earnings and maximize the 
value of the investments. 
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Weatl ier 

Heating degree days'' 
Year ended December 31, 

2011 

2011 vs. 
normal 
colder 

(warmer) 

2010 vs. 
normal 
colder 

[warmer) 

2009 vs. 
normal 
colder 

(warmer) 

Georgia 
Virginia 
New Jersey 
Florida 
Tennessee 
Maryland 
Ohio 

2,679 
3,182 
4,639 

551 
3,085 
4,696 
4,898 

2,454 
2,945 
4,275 

310 
2,953 
4,489 
4,656 

3,209 
3,601 
4,445 
1,108 
3,594 
4,679 
5,181 

2,803 
3,312 
4,755 

548 
3,154 
4,783 
4,919 

(8)% 
(7)% 
(8)% 

(44)% 
(4)% 
(4)% 
(5)% 

20% 
13%) 
(4)% 

101 % 
16% 

6% 

5% 
4% 
3% 
(1)% 
2% 
2% 

Heating degree days '̂  
Quarter ended December 31, 

2011 VS. 
normal 
colder 

(warmer) 

2010 vs. 
normal 
colder 

(warmer) 

2009 vs. 
normal 
colder 

(warmer) 

Georgia 
Virginia 
New Jersey 
Florida 
Tennessee 
Maryland 
Ohio 

1,036 
1,091 
1,620 

174 
1,216 
1,673 
1,828 

852 
853 

1,328 
66 

1,104 
1,463 
1,563 

1,187 
1,380 
1,720 

365 
1,382 
1,822 
2,028 

1,182 
1,065 
1,618 

158 
1,283 
1,665 
1,893 

(18)% 
(22)% 
(18)% 
(62)% 

(9)% 
(13)% 
(14)% 

15% 
26%. 

6% 
110% 

14% 
9% 

1 1 % 

14% 
(2)% 

(9)% 
6% 

1 % 

Customers 

(average end-use - in thousands) 
Year ended December 31, 

2011 2010 2009 
2011 vs. 2010 

% change 

n/a% 
(0.2) 
1.1 
0.7 

2010 vs. 2009 
% change 

n/a% 
(0.3) 
0.7 
0.4 

Distr ibut ion Operations 
Nicor Gas"" 
Atlanta Gas Light 
Virginia Natural Gas 
Elizabethtown Gas 
Florida City Gas 
Chattanooga Gas 
Elkton Gas 

2,188 
1,541 

278 
276 
103 
62 

6 

n/a 
1,544 

275 
274 
103 
62 

6 

n/a 
1,549 

273 
273 
103 
62 

6 
Total 4,454 2,264 2,266 n/a% (0.1)% 

Retai l Operations 
Georgia 
Ohio and Florida" 

485 
96 

496 
77 

504 
103 

(2)% 
25% 

(2)% 
(25)% 

(6)% Total 581 573 607 1 % 
Market share in Georgia 33% 33% 33% 

Volumes 

in billion cubic feet (Bcf) 

Distribution Operations 
Firm 
Interruptible 

Total 
Retail Operations 

Georgia firm 
Ohio and Florida 

Wholesale Services 
Daily physical sales (Bcf / day)'" 

Midstream Operations 
Working natural gas capacity 
%) of capacity under subscription'" 

Year ended December 31, 
2011 2010 2009 

247 
105 
352 

35 
9 

5.21 

2011 

13.5 
68% 

243 
99 

342 

46 
10 

4.57 

As of December 31 
2010 

13.5 
51%) 

218 
98 

316 

40 
11 

2.96 

2009 

7.5 
67% 

2011 vs. 2010 
% change 

2% 
6% 
3% 

(24)% 
(10)% 

14% 

2010 vs. 2009 
% change 

11% 
1% 
8% 

15% 
(9)°/ 

54% 

'*' Obtained from weather stations relevant to our service areas at the National Oceanic and Atmospheric Administration, National Climatic Data Center. Normal represents ten-year averages from 

January 1, 2002 through December 31, 2011. Does not include any heating degree data for Illinois. '̂ ' Nicor Gas customer data is as of December 31, 2011. '•'''A portion of the Ohio customers 

represents customer equivalents, which are computed by the actual delivered volumes divided by the expected average customer usage. ''''As of December 31, for each respective year, and represents 

volume information only from December 10. 2011 through December 31, 2011 for the entities acquired from Nicor, -'̂ 'The percentage of capacity under subscription does not include 4 Bcf of capacity 

under contract with Sequent at December 31, 2011 and 2 Bcf of capacity under contract with Sequent at December 31, 2010 and at December 31, 2009. 
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Segment information Operating margin, operating expenses 
and EBIT information for each of our segments are contained in the 
following tables for the last three years. 

Operating 

margin"' 

Operating 

expenses 

2011" 
Distribution operations $ 963 $557 
Retail operations 168 75 
Wholesale services 57 52 
IVIldstream operations 37 28 
Cargo shipping 7 8 
Other" - 72 

$412 
93 
5 
9 

(72) 
Consolidated $1,232 $792 $447 

2010 
Distribution operations $ 879 $531 $352 
Retail operations 183 80 103 
Wholesale services 105 57 49 
Midstream operations 30 24 6 
Cargo shipping n/a n/a n/a 
Other''' 12 17 (11) 

Consolidated $1,209 $709 $499 
2009 
Distribution operations $ 840 $522 $327 
Retail operations 181 76 105 
Wholesale seni/ices 111 64 47 
Midstream operations 22 19 3 
Cargo shipping n/a n/a n/a 
Other" 21 18 3 

Consolidated $1,175 $699 $485 
'̂ 'These are non-GAAP measures. A reconciliation of operating revenue and operating margin 

to operating income and EBIT to earnings before income taxes and net income is contained 

in "Results of Operations" herein. Please note that our segments have changed as a result of 

our merger with Nicor and amounts from the periods presented have been reclassified 

between the segments to reflect these changes. See Note 13 to our consolidated financial 

statements under Item 8 herein for additional segment information. 

'̂ 'The increase in operating expenses for 20f 1 is primarity due to $68 milfion in transaction 

expenses associated with the merger with Nicor. For more information see Note 3 to our 

consolidated financial statements under Item 8 herein. Additionally, includes intercompany 

eliminations. 

'^'Operating margin and expense for 2011 are adjusted for revenue tax expense for Nicor Gas 

which is passed directly through to customers. 

Distribution Operations 
Our distribution operations segment is the largest component of 
our business and is subject to regulation and oversight by agencies 
in each of the seven states we serve. These agencies approve 
natural gas rates designed to provide us the opportunity to 
generate revenues to recover the cost of natural gas delivered to 
our customers and our fixed and variable costs such as 
depreciation, interest, maintenance and overhead costs, and to 
earn a reasonable return for our shareholders. With the exception 
of Atlanta Gas Light, our second largest utility the earnings of our 
regulated utilities can be affected by customer consumption 
patterns that are a function of weather conditions, price levels for 

natural gas and general economic conditions that may impact our 
customers' ability to pay for gas consumed. We have various 
mechanisms, such as weather normalization mechanisms, at all of 
our utilities, with the exception of Nicor Gas, that limit our exposure 
to weather changes within typical ranges in all of our utilities' 
respective service areas. 

Increase in operating margin 84 

$327 EBIT - prior year $352 
Operating margin 
Increased margin from Nicor Gas as a result 

of the Nicor merger in December 2011 47 
Increased revenues from new rates 

and regulatory infrastructure program 
revenues at Atlanta Gas Light 33 

Increased revenues from customer growth, 
higher usage and enhanced infrastructure 
program revenues at Elizabethtown Gas 6 

Increased revenues from the Hampton Roads 
project at Virginia Natural Gas — 

(Decreased) increased revenues from 
usage at Florida City Gas due to weather (2) 

Decreased margins from gas storage 
carrying amounts at Atlanta Gas Light (2) 

Other 2 

6 

21 

3 

(1) 
1 

39 
Operating expenses 
Increased expenses for Nicor Gas as a result 

of the Nicor merger in December 2011 
Increased depreciation expense 
Increased pension expense 
(Decreased) increased payroll and 

incentive compensation expense 
(Decreased) increased marketing costs 
Decreased bad debt expenses 
Increased (decreased) outside services 

31 
10 

2 

(14) 

(1) 
(4) 

-
4 

4 

9 
1 

(3) 

and other expenses 
Increase in operating expenses 
Increase (decrease) in other income 
EBIT - current year 

2 
26 

2 
$412 

(6) 
9 

(5) 
$352 
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Retail Operations 
Our retail operations segment, which consists of SouthStar and 
several businesses that provide energy-related products and 
services to retail marl<ets, also is weather sensitive and uses a 
variety of hedging strategies, such as weather derivative 
instruments and other risk management tools, to mitigate potential 
weather impacts. 

in millions 2011 2010 

EBIT - prior year $103 $105 
Operating margin 
(Decreased) increased average customer 

usage and warmer than prior year 
weather, net of weather derivatives 

Change in LOCOM adjustment 
(Decreased) increased operating margins 

for Florida, Ohio and interruptible customers 
Change in retail pricing plan mix and 

decrease in average number of customers 
Increased (decreased) contributions from 

the management and optimization of 
storage and transportation assets, and 
from retail price spreads 7 (1) 

increased margin as a result of the 
Nicor merger in December 2011 5 — 

Other (1) (1) 

factors including weather fluctuations and changes In supply or 
demand for natural gas in different regions of the country. 

(15) 

(5) 

(2) 

(4) 

9 
6 

1 

(12) 

(Decrease) increase in 
operating margin 

Operating expenses 
(Decreased) bad debt expense 
(Decreased) increased legal expense 
Increased expenses as a result of 

the Nicor merger in December 2011 
Other 
(Decrease) increase in 

operating expenses 
EBIT - current year 

(15) 

(3) 
(4) 

3 

(1) 

(5) 
$ 93 

2 

-
3 

— 
1 

4 
$103 

Wholesale Services 
Our wholesale services segment is involved in asset management 
and optimization, storage, transportation, producer and peaking 
services, natural gas supply natural gas services and wholesale 
marketing. EBIT for our wholesale services segment is impacted 
by volatility in the natural gas market arising from a number of 

EBIT - prior year $ 49 
Operating margin 
Change in storage hedge gains as a 

result of declining NYMEX natural gas prices 8 
Increased (decreased) gains on 

transportation hedges from the 
narrowing of transportation basis spreads 13 

Change in commercial activity (45) 
Change in LOCOM adjustment. 

2010 

$47 

28 

(42) 
10 

net of hedging recoveries 
Decrease in operating margin 
Operating expenses 
Decreased incentive compensation costs 
Other 
Decrease in operating expenses 
(Decreased) increased other income 
EBIT - current year 

(24) 
(48) 

(5) 

(5) 

(1) 
$ 5 

(2) 
(6) 

(8) 
1 

(7) 
1 

$49 

Change in Commercial activity The reduction in commercial 
activity in 2011 reflects significantly lower natural gas price volatility 
impacting daily and intra-day storage and transportation spreads, 
as well as losses associated with the forward purchase and sale of 
natural gas generally held for use under fonward transportation 
contracts. Our wholesale sen/ices segment also incurred credit 
losses of $4 million during 2011 associated with a counterparty 
that filed for bankruptcy during the eariy part of the third quarter. 

Natural gas shale production in the Northeast, specifically 
from the Marcellus region, resulted in pipeline capacity constraints. 
During the second half of 2011, our wholesale services segment 
experienced constraints for natural gas purchased from producers 
in the Marcellus shale gas producing region, resulting in the sale of 
natural gas at a loss, higher transportation costs and the costs to 
renegotiate certain of Sequent's producer contracts. Total losses 
related to these constraints during 2011 were approximately 
$18 million. 

Change in storage and transportation hedges Seasonal 
(storage) and geographical location (transportation) spreads 
continue to be significantly lower than in 2010 and overall natural 
gas price volatility remained low during the second half of 2011. 
Gains in 2011 and 2010 were primarily due to significantly larger 
seasonal and geographical location spreads at the time the 
hedges of our storage and transportation positions were executed 
and the subsequent downward movement of natural gas prices 
and collapse of regional transportation spreads during 2011 
and 2010. 
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The following table indicates the components of wholesale 
sen/ices' operating margin for the periods presented. 

2010 

Commercial activity recognized 
Gain on transportation hedges 
Gain on storage hedges 
Inventory LOCOM adjustment. 

net of estimated current 
period recoveries 

Operating margin 

$32 
14 
37 

(26) 
$57 

$ 77 
1 

29 

(2) 
$105 

$ 67 
43 

1 

— 
$111 

For more information on Sequent's expected operating 
revenues from its storage inventory in 2012 and discussion of 
commercial activity, see description of the inventory roll-out 
schedule in Item 1, "Business." 

Midstream Operations 
Our midstream operations segment's primary activity is our natural 
gas storage business, which develops, acquires and operates 
high-deliverability underground natural gas storage assets. While 
this business can also generate additional revenue during times of 
peak market demand for natural gas storage services, the majority 
of our storage services are covered under medium to long-term 
contracts at a fixed market rate. For more information on our 
operating segments, see Item 1, "Business." 

in millions 2010 

$3 EBIT - prior year $ 6 
Operating margin 
Increased revenues at Golden Triangle 

Storage as a result of the start of 
commercial service in September 2010 7 

Decreased revenues at Jefferson Island 
as a result of lower subscription rates (2) 

Other - primarily increased revenues 
in 2010 for Magnolia pipeline project 2 

Increase in operating margin 
Operating expenses and other loss 
Increased operating and depreciation 

expenses at Golden Triangle Storage as 
a result of the start of commercial sen/ice 
in September 2010 

Decreased outside services and other 
expenses at Jefferson Island 

Other - primarily lower project 
(2) 

development costs in 2011 
Increase in operating expenses 
EBIT - current year 

(3) 
4 

$9 

3 
5 

$6 

Cargo Shipping 
Our cargo shipping segment's primary activity is transporting 
containerized freight in the Bahamas and the Caribbean, a region 
that has historically been characterized by modest market growth 
and Intense competition. Such shipments consist primarily of 
southbound cargo such as building materials, food and other 
necessities for developers, distributors and residents in the region, 
as well as tourist-related shipments intended for use in hotels and 
resorts, and on cruise ships. The balance of the cargo consists 
primarily of Interisland shipments of consumer staples and 
northbound shipments of apparel, rum and agricultural products. 
Other related sen/ices such as inland transportation and cargo 
insurance are also provided within the cargo shipping segment. 

Our cargo shipping segment also includes an equity 
investment in Triton, a cargo container leasing business. Triton is a 
full-sen/ice global leasing company and an owner-lessor of marine 
intermodal cargo containers. Profits and losses are generally 
allocated to investors capital accounts in proportion to their capital 
contributions. Our investment in Triton is accounted for under the 
equity method, and our share of earnings is reported within "Other 
Income" on our Consolidated Statements of Income. For more 
information about our investment in Triton, see Note 10 to our 
consolidated financial statements under Item 8 herein. 

The cargo shipping business reported an immaterial EBIT for 
the 22 days following the close of our merger with Nicor for the 
period ending December 31, 2011. 

Liquidity and Capital Resources 

Overview The acquisition of natural gas and pipeline capacity 
payment of dividends, and working capital requirements are our 
most significant short-term financing requirements. The need for 
long-term capital is driven primarily by capital expenditures and 
maturities of long-term debt. The liquidity required to fund our 
working capital, capital expenditures and other cash needs is 
primarily provided by our operating activities. Our short-term cash 
requirements not met by cash from operations are primarily 
satisfied with short-term borrowings under our commercial paper 
programs, which are supported by the AGL Credit Facility and the 
Nicor Gas Credit Facility Periodically we raise funds supporting 
our long-term cash needs from the issuance of long-term debt or 
equity securities. We regularly evaluate our funding strategy and 
profile to ensure that we have sufficient liquidity for our short-term 
and long-term needs In a cost-effective manner. 

Our capital market strategy has continued to focus on 
maintaining strong Consolidated Statements of Financial Position, 
ensuring ample cash resources and daily liquidity accessing capital 
markets at favorable times as necessary, managing critical business 
risks and maintaining a balanced capital structure through the 
appropriate issuance of equity or long-term debt securities. 
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Our issuance of various securities, including long-term and 
short-term debt and equity is subject to customary approval or 
review by state and federal regulatory bodies including the various 
commissions of the states in which we conduct business, the SEC 
and the FERC. Furthermore, a substantial portion of our 
consolidated assets, earnings and cash fiow are derived from the 
operation of our regulated utility subsidiaries, whose legal authority 
to pay dividends or make other distributions to us is subject to 
regulation. Nicor Gas is restricted by regulation in the amount it can 
dividend or loan to affiliates and is not permitted to make money 
pool loans to affiliates. Dividends to AGL Resources are allowed 
only to the extent of Nicor Gas' retained earnings balance, which 
was $465 million at December 31, 2011. 

We believe the amounts available to us under our senior notes, 
AGL Credit Facility and Nicor Gas Credit Facility through the 
issuance of debt and equity securities, combined with cash 
provided by operating activities, will continue to allow us to meet 
our needs for working capital, pension contributions, construction 
expenditures, anticipated debt redemptions, interest payments on 
debt obligations, dividend payments, common share repurchases 
and other cash needs through the next several years. Our ability to 
satisfy our working capital requirements and our debt sen/ice 
obligations, or fund planned capital expenditures, will substantially 
depend upon our future operating performance (which will be 
affected by prevailing economic conditions), and financial, business 
and other factors, some of which we are unable to control. These 
factors Include, among others, regulatory changes, the price of and 
demand for natural gas and operational risks. 

As of December 31, 2011, we had approximately $71 million 
of cash and short and long-term investments on our Consolidated 
Statements of Financial Position that were generated from Tropical 
Shipping. This cash and the Investments are not available for use 
by our other operations, and if we repatriate all or a portion of 
Tropical Shipping's earnings in the.form of a dividend we would be 
subject to a significant amount of United States income tax. See 
Note 12 to our consolidated financial statements under Item 8 
herein for additional information on our income taxes. 

We will continue to evaluate our need to increase available 
liquidity based on our view of working capital requirements, 
including the impact of changes in natural gas prices, liquidity 
requirements established by rating agencies and other factors. See 
Item 1A, "Risk Factors," for additional information on items that 
could impact our liquidity and capital resource requirements. 

Merger Financing On December 9, 2011, we closed our 
merger with Nicor at which time each outstanding share of Nicor 
common stock, other than shares to be cancelled and Dissenting 
Shares, as defined in the Merger Agreement, was converted into 
the right to receive consideration of (i) 0.8382 of a share of AGL 
Resources common stock and (11) $21.20 in cash. Fractional 
shares were paid in cash as were stock options and restricted 
stock units that were awarded to Nicor employees for pre-merger 
services. The total value of the consideration paid to Nicor common 

shareholders was approximately $2.5 billion based primarily upon 
the volume-weighted average price of AGL Resources common 
stock on the New York Stock Exchange on December 8, 2011, 
and the number of Nicor common shares outstanding as of the 
Effective Date, as defined in the Merger Agreement. Upon closing 
the merger, we assumed all of Nicor's outstanding debt, the fair 
value of which was approximately $1.0 billion. 

During 2011, we secured the permanent debt financing we 
used to pay the cash portion of the purchase consideration. This 
included approximately $200 million from our $500 million in senior 
notes that were issued in March 2011, $500 million in senior notes 
that were issued in September 2011, and $275 million in senior 
unsecured notes that were issued in the private placement market 
in October 2011. 

As a result of the merger with Nicor, we assumed the first 
mortgage bonds of Nicor Gas, which at December 31, 2011 had 
principal balances totaling $500 million and maturity dates between 
2016 and 2038. These bonds were recorded at their estimated fair 
value of $599 million on the date the merger closed. Additionally we 
assumed $424 million in short-term debt upon closing the merger 

Credit Ratings Our borrowing costs and our ability to obtain 
adequate and cost effective financing are directly impacted by our 
credit ratings as well as the availability of financial markets. In 
addition, credit ratings are important to our counterparties when 
we engage In certain transactions including over-the-counter 
derivatives. It Is our long-term objective to maintain or improve our 
credit ratings in order to manage our existing financing costs and 
enhance our ability to raise additional capital on favorable terms. 

Credit ratings and outlooks are opinions subject to ongoing 
review by the rating agencies and may periodically change. Each 
rating should be evaluated independently of other ratings. The 
rating agencies regulariy review our performance, prospects and 
financial condifion and reevaluate their ratings of our long-term debt 
and short-term borrowings, our corporate ratings, including our 
ratings outlook. There is no guarantee that a rating will remain in 
effect for any given period of time or that a rating will not be lowered 
or withdrawn entirely by a rating agency if, in its judgment, 
circumstances so warrant. A credit rating is not a recommendation 
to buy sell or hold securities. 

Factors we consider important in assessing our credit ratings 
include our Consolidated Statements of Financial Position leverage, 
capital spending, earnings, cash flow generation, available liquidity 
and overall business risks. We do not have any trigger events In our 
debt instruments that are tied to changes in our specified credit 
ratings or our stock price and have not entered into any agreements 
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that would require us to issue equity based on credit ratings or other 

trigger events. The following table summarizes our credit ratings as 

of December 31, 2011. 

AGL Resources 

Corporate rating 

Commercial paper 

Senior unsecured 

Senior secured 

Ratings outlook 

Nicor Gas 

Corporate rating 

Commercial paper 

Senior unsecured 

Senior secured 

Rafings outlook 

S&P 

BBB+ 

A-2 
BBB+ 

n/a 
Stable 

S&P 

BBB+ 

A-2 
BBB-^ 

A 
Stable 

Moody's 

n/a 
P-2 

Baal 

n/a 
Stable 

Moody's 

n/a 
P-2 
A3 
A1 

Stable 

Fitch 

A-
F2 
A-
n/a 

Stable 

Fitch 

A 
F-1 
A-F 
AA-

Stabie 

In December 2011, subsequent to the completion of our 

merger with Nicor, all three of the rating agencies reassessed their 

credit ratings for the post-merger company and its subsidiaries and 

noted the outlook is now stable. Fitch affirmed its ratings for both 

AGL Resources and Nicor Gas. S&P downgraded the corporate 

credit rating of AGL Resources from A- to BBB+ while downgrading 

the corporate credit rating of Nicor Gas from /\A to BBB+. Moody's 

affirmed the senior unsecured and short-term ratings of the legacy 

subsidiaries of AGL Resources, while downgrading the senior 

unsecured rating of Nicor Gas from A2 to A3 and the commercial 

paper rating of Nicor Gas from P-1 to P-2. 

The primary reason for the downgrade for AGL Resources 

was the increased financial leverage resulting from the merger and 

the resulting weakening of our consolidated credit metrics. The 

downgrade of Nicor Gas was primarily an attempt to conform the 

Nicor Gas credit ratings to those of the subsidiaries of 

AGL Resources. These credit rating changes are not expected 

to materially impact our borrowing costs. It is expected that long-

term rating stability will depend on a reduction in leverage 

through successful merger Integration and the realization of 

operating synergies. 

Our credit ratings depend largely on our financial performance, 

and a downgrade In our current ratings, particulariy below 

investment grade, would Increase our borrowing costs and could 

limit our access to the commercial paper market. In addition, we 

would likely be required to pay a higher interest rate in future 

financings, and our potential pool of investors and funding sources 

could decrease. 

Default Provisions Our debt instruments and other financial 

obligations include provisions that, if not complied with, could 

require early payment or similar actions. Our credit facilities contain 

customary events of default, including, but not limited to, the failure 

to pay any interest or principal when due, the failure to furnish 

financial statements within the timefi-ame established by each debt 

facility the failure to comply with certain affirmative and negative 

covenants, cross-defaults to certain other material indebtedness in 

excess of specified amounts, incorrect or misleading representations 

or warranties, insolvency or bankruptcy fundamental change of 

control, the occurrence of certain Employee Retirement Income 

Security Act events, judgments in excess of specified amounts and 

certain impairments to the guarantee. 

Our credit facilities contain certain non-financial covenants 

that, among other things, restrict liens and encumbrances, loans 

and investments, acquisitions, dividends and other restricted 

payments, asset dispositions, mergers and consolidations, and 

other matters customarily restricted in such agreements. 

Our credit facilities also include a financial covenant that 

requires us to maintain a ratio of total debt to total capitalization of 

no more than 70% at the end of any fiscal month. This ratio, as 

defined within our debt agreements, includes standby letters of 

credit, performance/surety bonds and the exclusion of other 

comprehensive income pension adjustments. Adjusting for these 

items, the following table contains our debt-to-capitalization ratios 

for the periods presented, which are within our required and 

targeted ranges. 

AGL Resources 

December 31, 

Nicor Gas 

December 31, 

Debt-to-capitallzatlon ratio 58% 58% 60% 

We were in compliance with all of our debt provisions and 

covenants, both financial and non-financial, as of December 31, 

2011 and 2010. 

Our ratio of total debt to total capitalization, on a consolidated 

basis, is typically greater at the beginning of the Heating Season 

as we make additional short-term borrowings to fund our natural 

gas purchases and meet our working capital requirements. We 

intend to maintain our ratio of total debt to total capitalization in a 

target range of 50% to 60%. Accomplishing this capital structure 

objective and maintaining sufficient cash flow are necessary to 

maintain attractive credit ratings. For more information on our 

default provisions see Note 8 to our consolidated financial 

statements under Item 8 herein. The components of our capital 

structure, as calculated from our Consolidated Statements of 

Financial Position, as of the dates indicated, are provided in the 

following table. 

December 31, 

Short-term debt 

Long-term debt 

Total debt 

Equity 

Total capitalization 

2011 

16% 
43 
59 
41 

100% 

2010 

23< 

37 

60 

40 

100' 
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Casli Flows 

The following table provides a summary of our operating, investing 
and financing cash flows for the last three years. 

In millions 2011 2010 2009 

Net cash provided by (used in); 
Operating activities 
Investing activities 
Financing activities 

$ 451 $ 526 $ 592 
(1,339) (442) (476) 

933 (86) (106) 

Net increase (decrease) in cash 
and cash equivalents 

Cash and cash equivalents at 
beginning of period 

45 (2) 10 

24 26 16 
Cash and cash equivalents at 
end of period $ 69 $ 24 $ 26 

Cash Flow from Operating Activities We prepare our 
Consolidated Statements of Cash Flows using the indirect method. 
Under this method, we reconcile net income to cash fiows from 
operating activities by adjusting net income for those items that 
impact net income but may not result in actual cash receipts or 
payments during the period. These reconciling Items include 
depreciation and amortization, changes in derivative instrument 
assets and liabilities, deferred income taxes and changes in the 
Consolidated Statements of Financial Position for working capital 
from the beginning to the end of the period. 

Year-over-year changes in our operating cash flows are 
primarily due to working capital changes within our distribution 
operafions, retail operations and wholesale sen/ices segments 
resulting from the impact of weather, the price of natural gas, 
natural gas storage, the timing of customer collections, payments 
for natural gas purchases and deferred gas cost recoveries. The 
increase or decrease in the price of natural gas directly impacts the 
cost of gas stored in inventory. 

2011 compared to 2010 In 2011, our net cash flow provided 
from operating activities was $451 million, a decrease of $75 million 
or 14% from 2010. This decrease was primarily a result of merger-
related expenses In 2011 of $68 million and the payment of 
$22 million of Nicor deferred compensation plans and $12 million 
of Nicor financial advisor fees. Our gas and trade payables required 
$58 million more of cash compared to 2010, primarily related to 
our subsidiaries acquired as part of the Nicor merger. Additionally 
we had a $69 million decrease in operating cash flow from loaned 
gas activities associated with park and loan gas transactions in 
part due to fewer opportunities resulting from a weakening of 
storage price differentials. 

These decreases in our cash from operating activities were 
primarily due to Nicor Gas net inventory withdrawals of $89 million 
in the period after merger closing through December 31, 2011 and 

were partially offset by a $158 million increase in cash received 
from our inventories primarily driven by a lower average cost of gas 
inventory and lower volumes of gas inventory. 

2010 compared to 2009 In 2010, our net cash flow provided 
from operating activities was $526 million, a decrease of 
$66 million, or 11%, from 2009. This decrease was primarily a 
result of colder weather in the fourth quarter of 2010 as compared 
to 2009 within most of our service areas. As a result, the use of 
working capital for our gas receivables increased $134 million due 
to increased volumes sold to our customers. 

We also refunded an additional $38 million to our utility 
customers for billed commodity costs compared to 2009 as 
natural gas commodity cost recovery rates charged to customers 
were reduced as under-recovered amounts were collected in part 
due to the decline in natural gas prices. 

This increased use of operating cash flow was mostly offset 
by decreased working capital used by Sequent of $128 million for 
its energy marketing activities, resulting from the timing of 
payments for gas purchases relative to collections of accounts 
receivable and an increase in Sequent's daily physical sales. 

Cash Flow from Investing Activities Our net cash used in 
investing activities consisted primarily of our $912 million payment 
for the cash portion of the purchase consideration, net of cash that 
was acquired in the Nicor merger. Additionally we incurred PP&E 
expenditures, the majority of which were within our distribution 
operations and midstream operations segments. Our estimated 
PP&E expenditures for 2012 and our actual PP&E expenditures 
incurred in 2011, 2010 and 2009 are shown within the following 
categories and are presented in the following table. 

• Distribution business - primarily includes new construction 
and infrastructure improvements 

• Regulatory infrastructure programs - programs that update 
or expand our distribution systems and liquefied natural gas 
facilities to improve system reliability and meet operational 
flexibility and growth. These programs include the pipeline 
replacement program and STRIDE at Atlanta Gas Light and 
Elizabethtown Gas' utility infrastructure enhancements program 

• Pipeline projects - projects include (1) Hampton Roads, a 
Virginia Natural Gas pipeline project, which connects its 
northern and southern systems and (ii) Magnolia Pipeline, which 
diversifies our sources of natural gas by connecting our Georgia 
service territory to the Elba Island LNG terminal 

• Natural gas storage - additional underground natural gas 
storage at Golden Triangle Storage, Jefferson Island and 
Central Valley 

• Other-primarily includes cargo shipping, information technology 
and building and leasehold improvements 
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20121" 20111= 

Distribution business 
Regulatory infrastructure 
programs 

Pipeline projects 
Natural gas storage 
Other 

Total 

$376 

286 
-
66 
81 

$809 

$159 

192 
-
22 
54 

$427 

$159 

186 
3 

114 
48 

$510 

$132 

76 
136 
95 
37 

$476 
'"Estimated PP&E expenditures, 

'̂ ' Only includes Nicor expenditures subsequent to the merger date of December 9, 2011. 

Our PP&E expenditures were $427 million for the year ended 
December 31, 2011, compared to $510 million for the same period 
in 2010. This decrease of $83 million, or 16%, was primarily due to 
a $98 million decrease in expenditures for the construction of the 
Golden Triangle Storage natural gas storage facility due to the 
completion of base infrastructure spending and completion of the 
first cavern. This was partially offset by capital expenditures of 
$13 million at Nicor Gas and $6 million at Central Valley that were 
incurred subsequent to merger closing. 

Our PP&E expenditures were $510 million for the year ended 
December 31, 2010, compared to $476 million for the same period 
in 2009. This increase of $34 million, or 7%, was primarily due to a 
$19 million increase in expenditures for the construction of the 
Golden Triangle Storage natural gas storage facility, $26 million in 
expenditures for Elizabethtown Gas' utility Infrastructure 
enhancements program, $84 million in expenditures for STRIDE 
and $38 million in other capital projects in distribution operations. 
This was offset by reduced expenditures of $133 million for the 
Hampton Roads and Magnolia projects, for which construction was 
substantially completed in 2009. The higher capital expenditures 
were further offset by $73 million in proceeds from the disposition 
of assets. 

Our estimated expenditures for 2012 include discretionary 
spending for capital projects principally within the distribution 
business, regulatory infrastructure programs and other categories. 
We continually evaluate whether to proceed with these projects, 
reviewing them in relation to factors including our authorized returns 
on rate base, other returns on invested capital for projects of a 
similar nature, capital structure and credit ratings, among others. 
We will make adjustments to these discretionary expenditures as 
necessary based upon these factors. 

On May 4, 2011, we entered into interest rate swaps with an 
aggregate notional amount of $250 million to effectively convert a 
portion of our $300 million 6.4% fixed-rate senior notes that mature 
July 2016 to a variable-rate obligation. As of December 31, 2011, 
we also held fonward-starting interest rate swaps totaling $90 million 
that were redesignated as cash flow hedges upon the close of the 
merger. Under the terms of the swaps, we agree to pay a fixed 
swap rate and receive a floating rate based on LIBOR. 

As of December 31, 2011, our variable-rate debt was 
$1.7 billion, or 36%, of our total debt, compared to $892 million, or 
33%, as of December 31, 2010. This increase was primarily due to 
increased commercial paper borrowings as of year-end and the 
$250 million interest rate swaps, both of which increased our ratio 
of variable-rate debt. As of December 31, 2011, our commercial 
paper borrowings of $1.3 billion were 80% higher than the same 
time last year, primarily a result of the additional short-term debt that 
we assumed from the Nicor merger and higher working capital 
requirements. For more information on our debt, see Note 8 to our 
consolidated financial statements under Item 8 herein. 

Our cash provided by financing activities was $933 million in 
2011 compared to cash used of $86 million in 2010. The increase 
in net cash flow provided by financing activities of $1.0 billion was 
primarily due to our $1.3 billion of long-term debt issued, discussed 
below, and increased commercial paper borrowings of $91 million 
in 2011 compared to 2010. This was partially offset by payment for 
a senior note maturity of $300 million, decreased distribution to the 
noncontrolling interest of $11 million and increased dividends paid 
on common shares of $15 million. 

Cash Flow from Financing Activities Our capitalization and 
financing strategy is intended to ensure that we are property 
capitalized with the appropriate mix of equity and debt securities. 
This strategy includes active management of the percentage of 
total debt relative to total capitalization, appropriate mix of debt 
with fixed to floating interest rates (our variable debt target Is 20% 
to 45% of total debt), as well as the term and interest rate profile of 
our debt securities. 
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Short-term Debt Our short-term debt as of December 31, 2011 was comprised of borrowings under our commercial paper programs 
and current portions of our senior notes and capital leases. 

Year-end 

balance 

outstanding 
(1) 

$ 869 
452 

15 
2 

— 

Daily average 

balance 

outstanding 
IS) 

$324 
456 
20 

2 
12 

Minimum 

balance 

outstanding 
(2) 

$ -
410 

— 
2 

— 

Largest 

balance 

outstanding 
(2) 

$1,179 
514 
300 

2 
150 

Commercial paper - AGL Capital" 
Commercial paper - Nicor Gas'" 
Senior notes 
Capital leases 
Term loan facility"' 
Total short-term debt $1,338 $814 $412 $2,145 
•"'As of December 31, 2011. 

i-' For the year ended December 31, 2011, with the exception of the Nicor Gas commercial paper program, which Is for the period December 10, 2011 - December 31. 2011. The minimum and largest 

balances outstanding for each short-term debt instrument occurred at different times during the year and thus the total balances are not indicative of actual borrowings on any one day during the year, 

I-''* During 2011, our short-term debt balances were impacted by our $300 million senior notes, which matured in January 2011. These senior notes were initially repaid with a $150 million funding under 

our Term Loan Facility and borrowings under our AGL Capital commercial paper program. In February 2011, the Term Loan Facility was repaid through additional AGL Capital commercial paper borrow

ings at which time the Term Loan Facility expired. 

1̂1 During 2011. we completed $1.275 million in senior note offerings to repay our maturing long-term debt of $300 million and for the approximate $980 million in cash payments made for the Nicor 

merger consideration. Prior to the closing of the merger, a portion of the proceeds were used to reduce outstanding AGL Capital commercial paper 

1̂1 We assumed approximately $424 million in commercial paper borrowings as of the closing of the Nicor merger. 

The largest, minimum and -daily average balances borrowed 
under our commercial paper programs are Important when 
assessing the intra-period fluctuation of our short-term borrowings 
and potential liquidity risk. Our year-end short-term debt outstanding 
and our largest short-term debt balance outstanding were 
significantly higher than our average short-term debt outstanding 
during 2011 due to our seasonal cash requirements. 

Such cash requirements generally increase between June and 
December as we purchase natural gas In advance of the Heating 
Season. The timing differences of when we pay our suppliers for 
natural gas purchases and when we recover our costs from our 
customers through their monthly bills can significantly affect our 
cash requirements. Our short-term debt balances are typically 
reduced during the Heating Season as a significant portion of our 
current assets, primarily natural gas inventories, are converted 
into cash. 

Additionally increasing natural gas commodity prices can have 
a significant impact on our commercial paper borrowings. Based on 
current natural gas prices and our expected injection plan, a 
$1 increase or decrease per thousand cubic feet of natural gas 
could result in a $200 million change of working capital requirements 
during the peak of the Heating Season. This range is sensitive to the 
timing of storage injections and withdrawals, collateral requirements 
and our portfolio position. 

On November 10, 2011, the exisfing AGL Credit Facility was 
amended to increase the available principal to $1.3 billion in support 
of the AGL Capital commercial paper program. On December 15, 
2011, Nicor Gas entered into a $700 million revolving credit facility 
to support the Nicor Gas commercial paper program. The AGL 
Credit Facility and the Nicor Gas Credit Facility can be drawn upon 
to meet working capital and other general corporate needs. The 
interest rates payable on borrowings under these facilities are 

calculated either at the alternative base rate, plus an applicable 
margin, or LIBOR, plus an applicable Interest margin. The applicable 
interest margin used in both interest rate calculations will vary 
according to AGL Capital's and Nicor Gas' current credit ratings. At 
December 31, 2011, we had no outstanding borrowings under 
either of these facilities. SouthStar's five-year $75 million unsecured 
credit facility expired in November 2011. 

The timing of natural gas withdrawals is dependent on the 
weather and natural gas market conditions, both of which impact 
the price of natural gas. Increasing natural gas commodity prices 
can have a significant impact on our commercial paper borrowings. 
Based on current natural gas prices and our expected purchases 
during the upcoming injection season, we believe that we have 
sufficient liquidity to cover our working capital needs for the 
upcoming Heating Season. 

The lenders under our credit facilities and lines of credit are 
major financial institutions with approximately $2.2 billion of 
committed balances and all have investment grade credit ratings as 
of December 31, 2011. It is possible that one or more lending 
commitments could be unavailable to us if the lender defaulted due 
to lack of funds or insolvency However, based on our current 
assessment of our lenders' creditworthiness, we believe the risk of 
lender default is minimal. 

Long-term Debt Our long-term debt matures more than one 
year from December 31, 2011, and consisted of medium-term 
notes: Series A, Series B, and Series C, which we issued under an 
indenture during December 1989, senior notes, first mortgage 
bonds, gas facility revenue bonds and capital leases. 

Our long-term cash requirements primarily depend upon the 
level of capital expenditures, long-term debt maturities and 
decisions to reflnance long-term debt. The following represents our 
long-term debt activity over the last three years. 
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Senior notes'" 
Senior notes'" 
Senior notes'" 
Senior notes -
Series A'" 

Senior notes -
Series B" 

Gas facility 
revenue bonds 

Senior notes'* 

issuance Date 

March 2011 
September 2011 
September 2011 

October 2011 

October 2011 

'" October 2010 
August 2009 

(in millions) 

$500 
$200 
$300 

$120 

$155 

$160 
$300 

(in years) 

30 
30 
10 

5 

7 

11 -21 
10 

rate 

5.9% 
5.9% 
3.5% 

1.9% 

3.5% 

reset daily 
5.25% 

'"The net proceeds were used to repay our commercial paper and to repay our $300 million in 

senior notes that matured on January 14, 2011. The remaining proceeds were used to pay a 

portion of the cash consideration and expenses incurred in connection with the Nicor merger 

'̂ iThe net proceeds were used to pay a portion of the cash consideration and expenses 

incurred In connection with the Nicer merger 

'•̂ 'We entered Intd new agreements with remarketing agents to resell the bonds to investors, 

and established new letters of credit to provide credit enhancement to the bonds. 

™The net proceeds were used to repay a portion of our commercial paper 

Noncontrolling Interest We recorded cash distributions for 
SouthStar's dividend distributions to Piedmont of $16 million in 
2011, $27 million in 2010 and $20 million in 2009 in our 
Consolidated Statement of Cash Flows as financing activities. The 
primary reason for the reduction in the distribufion to Piedmont 
during the current year is due to our Increased ownership 
percentage in SouthStar in 2010. The 2010 distribution was paid 
on 2009 earnings. 

Dividends on Common Stock Our common stock dividend 
payments were $148 million in 2011, $133 million in 2010 and 
$127 million in 2009. The increases were generally the result of 
annual dividend increases of $0.04 per share for each of the last 
three years. However, as a result of the Nicor merger, AGL 
Resources shareholders of record as of the close of business on 
December 8, 2011, received a pro rata dividend of $0,0989 per 
share for the stub period, accruing fi-om November 19, 2011 
totaling $7 million. For information about restrictions on our ability 
to pay dividends on our common stock, see Note 9 to our 
consolidated financial statements under Item 8 herein. 

In addition, in conjunction with the Nicor merger we issued 
38.2 million shares of AGL Resources common stock, which is the 
same class as our previously issued common stock and receives 
dividends at the same rate as the shares issued prior to the merger. 
Our common stock outstanding totaled approximately 117.0 million 
shares at December 31, 2011. 

Treasury Shares In February 2006, our Board of Directors 
authorized a plan to purchase up to 8 million shares of our 
outstanding common stock over a five-year period. These purchases 
are intended principally to offset share issuances under our 
employee and non-employee director incentive compensation plans 
and our dividend reinvestment and stock purchase plans. Stock 
purchases under this program may be made in the open market or 
in private transactions at times and in amounts that we deem 
appropriate. There is no guarantee as to the exact number of 

common shares that we will purchase, and we can terminate or limit 
the program at any time. This program expired in January 2011. 

For the year ended December 31, 2011, we purchased 
65,250 shares of our common stock at a weighted average cost of 
$36.25 per common share and an aggregate cost of $2 million. For 
the years ended December 31, 2010 and 2009, we did not 
purchase shares of our common stock. We currently anticipate 
holding the purchased shares as treasury shares. For more 
information on our common share repurchases see Item 5 "Market 
for the Registrant's Common Equity Related Stockholder Matters 
and Issuer Purchases of Equity Securities." 

Shelf Registration On August 17, 2010, we filed a shelf 
registration with the SEC, which expires in 2013. Debt securities 
and related guarantees issued under the shelf registration will be 
issued by AGL Capital under an indenture dated as of February 
20, 2001, as supplemented and modified, as necessary, among 
AGL Capital, AGL Resources and The Bank of New York Mellon 
Trust Company N.A., as trustee. The indenture provides for the 
issuance from time to time of debt securities in an unlimited dollar 
amount and an unlimited number of series, subject to our AGL 
Credit Facility and Term Loan Facility financial covenants related to 
total debt to total capitalization. The debt securities will be 
guaranteed by AGL Resources. 

On February 25, 2009, Nicor Gas filed a shelf registration with 
a capacity of $225 million with the SEC, which expires in March, 
2012. First mortgage bonds issued under the shelf registration will 
be issued by Nicor Gas under an indenture dated as of January 1, 
1954, as supplemented and modified, as necessary, among 
Northern Illinois Gas Company doing business as Nicor Gas 
Company and The Bank of New York Mellon Trust Company N.A., 
as trustee. At December 31, 2011, Nicor Gas had the capacity to 
issue approximately $480 million of additional first mortgage bonds 
under the terms of its indenture. 

Off-balance sheet arrangements We have certain guarantees, 
as further described in Note 11 to our consolidated financial 
statements under Item 8 herein. We believe the likelihood of any 
such payment under these guarantees is remote. No liability has 
been recorded for these guarantees. 

Contractual Obligations and Commitments We have incurred 
various contractual obligations and financial commitments in the 
normal course of our operating and financing activities that are 
reasonably likely to have a material effect on liquidity or the 
availability of requirements for capital resources. Contractual 
obligations include future cash payments required under existing 
contractual arrangements, such as debt and lease agreements. 
These obligations may result from both general financing activities 
and from commercial arrangements that are directly supported 
by related revenue-producing activities. Contingent financial 
commitments represent obligations that become payable only if 
certain predefined events occur, such as financial guarantees, and 
include the nature of the guarantee and the maximum potential 
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amount of future payments that could be required of us as the guarantor. The following table illustrates our expected future contractual 
obligation payments such as debt and lease agreements, and commitments and contingencies as of December 31, 2011. 

2014 2015 

2017 & 

2016 thereafter 

Recorded contractual obligations: 
Long-term debt'" 
Short-term debt'" 
Pipeline replacement program costs'"' 
Environmental remediation liabilities'" 

3,431 

1,338 
276 
327 

$ -
1,338 

131 
37 

$225 
— 

145 

66 

$200 $545 $2,461 

55 45 32 92 
Total $5,372 $1,506 $436 $ 55 $245 $577 $2,553 

Unrecorded contractual obligations 
and commitments:"" 

Pipeline charges, storage capacity and gas supply" 
Interest charges'" 
Operating leases'" 
Asset management agreements"" 
Standby letters of credit, performance/surety bonds" 
Other 

12,263 
2,581 

220 
26 
22 
14 

$ 781 
169 
32 
11 
18 
5 

$494 
161 
25 
9 
4 
3 

$269 
158 
20 
3 

— 
2 

$164 
149 
19 
2 

— 
2 

$ 85 
137 

18 
1 

— 
2 

$ 470 
1,807 

106 
— 
— 
— 

Total $5,126 $1,016 $696 $452 $336 $243 $2,383 
1'' Excludes the $99 million step up to fair value of first mortgage bonds, $18 million unamortized debt premium and $13 million interest rate swaps fair value adjustment. 

'̂ ' Includes current portion of long-term debt of $15 million which matures in June 2012, 

^̂  Includes charges recoverable through rate rider mechanisms. 

1''' In accordance with GAAP, these items are not reflected in our Consolidated Statements of Financial Position. 

!''' Includes charges recoverable through a natural gas cost recover/ mechanism or alternatively billed to Marketers and demand charges associated with Sequent. The gas supply amount Includes amounts 

for Nicor Gas and SouthStar gas commodity purchase commitments of 67 Bcf at floating gas prices calculated using fonward natural gas prices as of December 3f, 20f 1, and is valued at $222 million. 

As we do for other subsidiaries, we provide guarantees to certain gas suppliers for SouthStar in support of payment obligations. 

'̂ ' Floating rate interest charges are calculated based on the interest rate as of December 31, 2011 and the maturity date of the underlying debt instrument. As of December 31, 2011, we have $61 million 

of accrued interest on our Consolidated Statements of Financial Position that will be paid In 2012. 

î i We have certain operating leases with provisions for step rent or escalation payments and certain lease concessions. We account for these leases by recognizing the future minimum lease payments on 

a straight-line basis over the respective minimum lease terms, in accordance with authoritative guidance related to leases. Our operating leases are primarity tor real estate. 

"̂ ' Represent fixed-fee minimum payments for Sequent's affiliated asset management agreements. 

'̂ ' We provide guarantees to certain municipalrties and other agencies and certain gas suppliers of SouthStar in support of payment obligations, 

i'"i Based on the current funding status of the plans, we would be required to make a minimum contribution to our pension plans of approximately $36 million in 2012. We may make additional contributions 

in 2012. 

Substitute natural gas In 2011, Illinois enacted laws that 
required Nicor Gas and other large gas utilities in Illinois to elect to 
either file rate cases with the Illinois Commission in 2012, 2014 
and 2016 or sign contracts to purchase SNG to be produced from 
two coal gasification plants proposed to be constructed in Illinois. 

On September 30, 2011, Nicor Gas signed an agreement to 
purchase approximately 25 Bcf of SNG annually from one of the 
proposed facilities for a 10-year term beginning as eariy as 2015. 
The price of the SNG under this contract could potentially be 
significantly more than market price. The counterparty has 
announced plans to construct a 60 Bcf per year coal gasification 
plant in southern Illinois. 

On October 11, 2011, the IPA approved the form of a draft 
30-year contract for the purchase by us of approximately 20 Bcf 
per year of SNG from the second proposed plant beginning as 
early as 2018. In November 2011, Nicor Gas filed a lawsuit against 
the IPA and the developer of this second proposed plant 
contending that the draft contract approved by the IPA does not 
conform to certain requirements of the enabling legislation. The 

lawsuit is pending in circuit court in DuPage County Illinois. In 
accordance with the enabling legislation, the draft contract 
approved by the IPA for the second proposed plant was submitted 
to the Illinois Commission for further approvals by that regulatory 
body The Illinois Commission issued an order on January 10, 
2012 approving a final form of contract for the second plant. The 
final form of contract approved by the Illinois Commission modified 
the draft contract submitted by the IPA in various respects. Both 
we and the developer of the plant have filed applications for 
rehearing with the Illinois Commission seeking changes to the final 
form of contract it approved. 

The price of the SNG that may be produced from both of the 
coal gasification plants may significantly exceed market prices and 
is dependent upon a variety of factors, including plant construction 
costs, and is currently not esfimable. Illinois laws provided that 
prices paid for SNG purchase from the plants are to be considered 
prudent and not subject to review or disallowance by the Illinois 
Commission. For additional information regarding the SNG plant 
legislation see Note 11 to our consolidated financial statements 
under Item 8 herein. 
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standby letters of credit and performance / surety 
bonds. We also have incurred various financial commitments in 
the normal course of business. Contingent financial commitments 
represent obligations that become payable only if certain 
predefined events occur, such as financial guarantees, and the 
maximum potential amount of future payments that could be 
required of us as the guarantor We would expect to fund these 
contingent financial commitments with operating and financing 
cash flows. 

Pension and other retirement obligations. Generally our 
funding policy is to contribute annually an amount that will at least 
equal the minimum amount required to comply with the Pension 
Protection Act. Additionally, we calculate any required pension 
contributions using the traditional unit credit cost method. 
However, additional voluntary contributions are made from time to 
time as considered necessary. Contributions are intended to 
provide not only for benefits attributed to service to date, but also 
for those expected to be earned in the future. The contributions 
represent the portion of the other retirement costs we are 
responsible for under the terms of our plan and minimum funding 
required by state regulatory commissions. 

The state regulatory commissions in all of our jurisdictions, 
except Illinois, have phase-ins that defer a portion of the retirement 
benefit expenses for retirement plans other than pensions for 
future recovery. We recorded a regulatory asset for these future 
recoveries of $291 million as of December 31, 2011 and $9 million 
as of December 31, 2010. In addition, we recorded a regulatory 
liability of $19 million as of December 31, 2011 and $6 million as 
of December 31, 2010 for our expected expenses under the AGL 
Postretirement Plan. In Illinois, all accrued retirement plan expenses 
are recovered through base rates. See Note 6 to our consolidated 
financial statements under Item 8 herein for additional information 
about our pension and other retirement plans. 

In 2011, we contributed $56 million to our qualified pension 
plans. In 2010, we contributed $31 million to these qualified 
pension plans. Based on the current funding status of these plans, 
we would be required to make a minimum contribution to the 
plans of approximately $36 million in 2012. We may make 
additional contributions In 2012 in order to preserve the current 
level of benefits under these plans and in accordance with the 
funding requirements of the Pension Protection Act. 

Critical Accounting Policies and Estimates 

The preparation of our financial statements in conformity with 
GAAP requires us to make estimates and judgments that affect 
the reported amounts in our consolidated financial statements and 
accompanying notes. Those judgments and estimates have a 
significant effect on our financial statements because they result 
primarily from the need to make estimates about the effects of 
matters that are inherently uncertain. Actual results could difl'er 
from those estimates. We frequently re-evaluate our judgments 

and estimates that are based upon historical experience and 
various other assumptions that we believe to be reasonable under 
the circumstances. 

We believe that of our significant accounting policies, 
described in Note 2 to our consolidated financial statements under 
Item 8 herein, the following policies represent those that may 
involve a higher degree of uncertainty judgment and complexity; 
these include Regulatory Infrastructure Program Liabilities, 
Environmental Remediation Liabilities, Derivatives and Hedging 
Activities, Goodwill and Intangible Assets, Contingencies, Pension 
and Other Retirement Plans and Income Taxes. 

Regulatory Infrastructure Program Liabilities 
We record regulatory assets and liabilities in our Consolidated 
Statements of Financial Position in accordance with authoritative 
guidance related to regulated entities. We record regulatory assets 
for costs that have been deferred for which future recovery is 
probable through either rate riders or base rates specifically 
authorized by a state regulatory commission. We record regulatory 
liabilities when it is probable that revenues will be reduced for 
amounts that will be credited to customers through the rate 
making process. 

By order of the Georgia Commission, our wholly owned 
subsidiary, Atlanta Gas Light began a pipeline replacement 
program to replace all bare steel and cast iron pipe in its system by 
December 2013, The order provides for recovery of all prudent 
costs incurred in the performance of the program, which Atlanta 
Gas Light has recorded as a regulatory asset. Atlanta Gas Light 
will recover from end-use customers, through billings to Marketers, 
the costs related to the program net of any cost savings from the 
program. All such amounts will be recovered through a combination 
of straight-flxed-variable rates and a pipeline replacement revenue 
rider The regulatory asset has two components (1) the costs 
incurred to date that have not yet been recovered through rate 
riders, and (11) the future expected costs to be recovered through 
rate riders. 

The determination of future expected costs associated with 
our pipeline replacement program liabilities involves judgment. To 
the extent that circumstances associated with regulatory balances 
change, the regulatory balances are adjusted accordingly Factors 
that must be considered in estimating the future expected 
costs are: 

• projected capital expenditure spending, including labor and 
material costs 

• the remaining pipeline footage to be replaced for remainder of 
the program 

• changes in the regulatory environment or our completive position 
• passage of new legislation 
• changes in accounting guidance 
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We recorded a long-term liability of $145 million as of 
December 31, 2011 and $166 million as of December 31, 2010, 
which represented engineering estimates for remaining capital 
expenditure costs in the pipeline replacement program. As of 
December 31, 2011, we had recorded a current liability of 
$131 million, representing expected pipeline replacement program 
expenditures for the next 12 months. We report these estimates 
on an undiscounted basis. If Atlanta Gas Light's pipeline 
replacement program expenditures, subject to future recovery, 
were $10 million higher or lower its incremental expected annual 
revenues would have changed by approximately $1 million. Details 
of our regulatory assets and liabilities are discussed in Note 2 to 
our consolidated financial statements under Item 8 herein. 

Environmental Remediation Liabilities 
We are subject to legislation and regulation by federal, state and 
local authorities with respect to environmental matters. Additionally 
we owned and operated a number of MGP sites at which 
hazardous substances may be present. In accordance with GAAP 
we have established reserves for environmental remediation 
obligations when it is probable that a liability exists and the amount 
or range of amounts can be reasonably estimated. We historically 
reported estimates of future environmental remediation costs 
based on probabilistic models of potential costs. We presently 
report estimates of future remediation costs on an undiscounted 
basis. These estimates contain various engineering uncertainties, 
and we continuously attempt to refine these estimates. However, 
we have not yet performed these probabilistic models for all of our 
sites In Illinois, which will be completed in 2012. 

In Georgia and Florida, we have confirmed 14 former MGP 
sites where Atlanta Gas Light, or its predecessors, owned or 
operated all or part of these sites. Atlanta Gas Light's environmental 
remediation liability is included in its corresponding regulatory 
asset. Our recovery of these environmental remediation costs is 
subject to review by the Georgia Commission, which may seek to 
disallow the recovery of some expenses. 

We have identified 26 sites in Illinois for which we may have 
some responsibility Most of these sites are not presently owned 
by us. In accordance with Illinois Commission authorization, we 
have been recovering, and expect to continue to recover, these 
costs from our customers, subject to annual prudence reviews. 

We have identified 6 former operating sites in New Jersey, 
where Elizabethtown Gas is currently conducting remediation 
activities with oversight from the New Jersey Department of 
Environmental Protection. The New Jersey BPU has authorized 
Elizabethtown Gas to recover prudently incurred remediation 
costs for the New Jersey properties through its remediation 
adjustment clause. 

We also own remediation sites in other states. One site, in 
Elizabeth City North Carolina, is subject to an order by the North 
Carolina Department of Environment and Natural Resources. 

There are no cost recovery mechanisms for the environmental 
remediation sites in North Carolina. 

We cannot perform precise engineering soil and groundwater 
cleanup estimates for certain of our former MGP sites. As we 
continue to conduct the actual remediation and enter into cleanup 
contracts, we are increasingly able to provide conventional 
engineering estimates of the likely costs of many elements of the 
remediation program and the liabilities may increase as estimates 
are refined and remediation efforts proceed. The following table 
provides more information on our former operating sites: 

Cost 

estimate 

range 'i ' 
Amount 

recorded 

Expected 

costs over 

next twelve 

months 

Illinois 
Georgia and Florida 
New Jersey 
North Carolina 

Total 

$134-$216 
4 2 - 98 

124- 174 
10- 16 

$310-$504 

$134 
58 

124 
11 

$327 

$19 
7 
9 
2 

$37 
î iOur ERC llabilities are customarily reported estimates of future remediation costs for our 

former operating sites that are contaminated based on probabilistic models of potential costs 

and on an undiscounted basis. However, we have not yet performed these probabilistic 

models for all of our sites in Illinois, which will be completed in 2012. 

Beyond 2012, these costs cannot be estimated and 
considerable variability remains in available estimates. Details of our 
environmental remediation costs are discussed in Note 2 and 
Note 11 to our consolidated flnancial statements under Item 8 
herein. 

Derivatives and Hedging Activities 
The authoritative guidance to determine whether a contract meets 
the definition of a derivative instrument, contains an embedded 
derivative requiring bifurcation, or qualifies for hedge accounting 
treatment are numerous and complex. The treatment of a single 
contract may vary from period to period depending upon 
accounting elections, changes in our assessment of the likelihood 
of future hedged transactions or new interpretations of accounting 
guidance. As a result, judgment is required in determining the 
appropriate accounting treatment. In addition, the estimated fair 
value of derivative instruments may change significantly from 
period to period depending upon market conditions, and changes 
in hedge effectiveness may impact the accounting treatment. 

The authoritative guidance related to derivatives and hedging 
requires that every derivative instrument (including certain 
derivative instruments embedded in other contracts) be recorded 
on the Statements of Financial Position as either an asset or liability 
measured at its fair value. However, if the derivative transaction 
qualifies for and is designated as a normal purchase and normal 
sale, it is exempted from the fair value accounting treatment and is 
subject to traditional accrual accounting. We utilize .market data or 
assumptions that market participants would use in pricing the 
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asset or liability including assumptions about risk and the risks 
inherent in the inputs of the valuation technique. 

The guidance requires that changes in the derivatives' fair 
value are recognized concurrently in earnings unless specific 
hedge accounting criteria are met. If the derivatives meet those 
criteria, the guidance allows a derivatives' gains and losses to 
offset related results on the hedged item in the income statement 
in the case of a fair value hedge, or to record the gains and losses 
in OCI until the hedged transaction occurs in the case of a cash 
flow hedge. Additionally the guidance requires that a company 
formally designate a derivative as a hedge as well as document 
and assess the effectiveness of derivatives associated with 
transactions that receive hedge accounting treatment. 

Nicor Gas and Elizabethtown Gas utilize derivative instruments 
for the purchase of natural gas for customers. These derivatives 
are refiected at fair value and are not designated as hedges. 
Realized gains or losses on such instruments are included In the 
cost of gas delivered and are passed through directly to customers, 
subject to review by the applicable state regulatory commissions, 
and therefore have no direct impact on earnings. Unrealized 
changes in the fair value of these derivative instruments are 
deferred as regulatory assets or liabilities. 

We use derivative instruments primarily to reduce the impact to 
our results of operations due to the risk of changes in the price of 
natural gas. The fair value of natural gas derivative instruments we 
use to manage exposures arising from changing natural gas prices 
reflects the estimated amounts that we would receive or pay to 
terminate or close the contracts at the reporting date, taking into 
account the current unrealized gains or losses on open contracts. 

Additionally as required by the authoritative guidance, we are 
required to classify our derivative assets and liabilities based on 
the lowest level of input that Is significant to the fair value 
measurement. Our assessment of the significance of a particular 
input to the fair value measurement requires judgment, and may 
affect the valuation of fair value assets and liabilities and their 
placement within the fair value hierarchy levels. The determination 
of the fair value of our derivative instruments incorporates various 
factors required under the guidance. These factors include: 
• the credit worthiness of the counterparties involved and the 

impact of credit enhancements (such as cash deposits and 
letters of credit) 

• events specific to a given counterparty 
• the impact of our nonperformance risk on our liabilities. 

We have recorded derivative instrument assets of $314 million 
at December 31, 2011 and $228 million at December 31, 2010, 
Additionally we have recorded derivative liabilities of $110 million 
at December 31, 2011 and $48 million at December 31, 2010. We 
recorded gains on our Consolidated Statements of Income of 
.$24 million in 2011 and losses of $46 million In 2010 and 
$15 million in 2009. 

If there is a significant change in the underlying market prices 
or pricing assumptions we use in pricing our derivative assets or 
liabilities, we may experience a significant impact on our financial 
position, results of operations and cash fiows. Our derivative 
and hedging activities are described in further detail in Note 2 to 
our consolidated financial statements under Item 8 herein and 
Item 1, "Business". 

Goodwill and Intangible Assets 
Goodwill is the excess of the purchase price over the fair value of 
identifiable net assets acquired in business combinations. Our 
goodwill assets increased from $418 million to $1.8 billion and our 
intangible assets increased from $2 million to $105 million as a 
result of the Nicor merger Our intangible assets at December 31, 
2010 were $3 million, but as a result of amortization during 2011 
were $2 million as of the date of the Nicor merger. The fair values of 
intangible assets were assigned to the trade names and customer 
relationships at Nicor's unregulated operations using a combination 
of the valuation approaches, including cost savings, multi-period 
excess earnings and relief from royalty approaches. 

In accordance with the authoritative guidance, we evaluate 
our goodwill balances for impairment on an annual basis or more 
frequently if impairment indicators arise. These indicators include, 
but are not limited to, a significant change in operating performance, 
the business climate, legal or regulatory factors, or a planned sale 
or disposition of a significant portion of the business. We test 
goodwill impairment utilizing a fair value approach at a reporting 
unit level which generally equates to our operating segments as 
discussed in Note 13 to our consolidated financial statements 
under Item 8 herein. An impairment charge is recognized if the 
cam/ing value of a reporting unit's goodwill exceeds its fair value. 

Our goodwill impairment analysis for the years ended 
December 31, 2011 and 2010 indicated that the fair value of each 
reporting unit is substantially in excess of carrying value, and are 
not at risk of failing step one of the impairment evaluation. As a 
result, we did not recognize any goodwill impairment charges and 
do not anticipate taking goodwill impairment charges in the 
foreseeable future. Goodwill recorded from the Nicor merger 
totaled $1.4 billion, of which $1.2 billion was assigned to 
distribution operations, $124 million to retail operations, $77 million 
to cargo shipping, $2 million to midstream operations, $2 million to 
wholesale services and $8 million to other. For additional 
information see Note 3 to our consolidated financial statements 
under Item 8 herein. 

Intangible assets from the Nicor merger totaled to $103 million, 
of which $85 million was assigned to retail operations and 
$18 million to cargo shipping. In accordance with the authoritative 
guidance, we amortize intangible assets over their useful lives as 
we currently have no indefinite-lived intangible assets. These 
assets are reviewed for impairment when indicators arise. When 
such events or circumstances are present, we assess the 
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recoverabillty of long-lived assets by determining whether the 
carrying value will be recovered through the expected future cash 
flows. In the event the sum of the expected future cash flows 
resulting from the use of the asset is less than the carrying value of 
the asset, an impairment loss equal to the excess of the asset's 
carrying value over its fair value is recorded. No impairment has 
been recognized. 

Contingencies 
Our accounting policies for contingencies cover a variety of 
business activities, including contingencies for potentially 
uncollectible receivables, rate matters, and legal and environmental 
exposures. We accrue for these contingencies when our 
assessments indicate that it is probable that a liability has been 
incurred or an asset will not be recovered, and an amount can be 
reasonably estimated in accordance with authoritative guidance 
related to contingencies. We base our estimates for these liabilities 
on currently available facts and our estimates of the ultimate 
outcome or resolution of the liability in the future. 

Actual results may differ from estimates, and estimates can 
be, and often are, revised either negatively or positively, depending 
on actual outcomes or changes in the facts or expectations 
surrounding each potential exposure. Changes in the estimates 
related to contingencies could have a negative impact on our 
consolidated results of operations, cash flows or flnancial position. 
Our contingencies are further discussed in Note 11 to our 
consolidated financial statements under Item 8 herein. 

Pension and Other Retirement Plans 
Our pension and other retirement plan costs and liabilities are 
determined on an actuarial basis and are affected by numerous 
assumptions and estimates. We annually review the estimates and 
assumptions underlying our pension and other retirement plan 
costs and liabilities and update them when appropriate. The critical 
actuarial assumptions used to develop the required estimates for 
our pension and other retirement plans include the following 
key factors: 

• assumed discount rates 
• expected return on plan assets 
• the market value of plan assets 
• assumed mortality table 
• assumed health care costs 
• assumed compensation increases 
• assumed rates of retirement 
• assumed rates of termination 

The discount rate is utilized in calculating the actuarial present 
value of our pension and other retirement obligations and our 
annual net pension and other retirement costs. When establishing 
our discount rate, with the assistance of our actuaries, we consider 
certain market indices, including the Citigroup Pension Liability 

rate, the Moody's Corporate AA long-term bond rate, other high-
grade bond indices and a single equivalent discount rate, which is 
derived by applying the appropriate spot rates based on high 
quality (AA or better) corporate bonds, to the forecasted future 
cash flows in each year. 

The expected long-term rate of return on assets is used to 
calculate the expected return on plan assets component of our 
annual pension and other retirement plans costs. We estimate the 
expected return on plan assets by evaluating expected bond 
returns, equity risk premiums, asset allocations, the effects of 
active plan management, the impact of periodic plan asset 
rebalancing and historical performance. We also consider 
guidance from our investment advisors in making a final 
determination of our expected rate of return on assets. To the 
extent the actual rate of return on assets realized over the course 
of a year is greater than or less than the assumed rate, that year's 
annual pension or other retirement plan cost Is not affected. 
Rather, this gain or loss reduces or increases future pension or 
other retirement plan costs. 

Equity mari<et performance and corporate bond rates have a 
significant effect on our reported results. Plan assets for the Nicor 
Gas pension plan are measured at fair value. For the AGL pension 
plan, mart<et performance also efl'ects our market-related value of 
plan assets (MRVPA), which is a calculated value and differs from 
the actual market value of plan assets. The MRVPA recognizes 
difl'erences between the actual market value and expected market 
value of our plan assets and is determined by our actuaries using a 
five-year moving weighted average methodology Gains and losses 
on plan assets are spread through the MRVPA based on the five-
year moving weighted average methodology which affects the 
expected return on plan assets component of pension expense. 

In addition, differences between actuarial assumptions and 
actual plan results are deferred and amortized into cost when the 
accumulated differences exceed 10% of the greater of the 
projected benefit obligation (PBO) or the MRVPA for the AGL 
pension plan and fair value of the assets for the Nicor Gas pension 
plan. If necessary, the excess is amortized over the average 
remaining service period of active employees. 

During 2011, we recorded net periodic benefit costs of 
$22 million related to our defined pension and other retirement 
benefit plans. We estimate that in 2012, we will record net periodic 
pension and other retirement benefit costs in the range of 
$54 million to $57 million (net of capitalization), a $32 million to 
$35 million increase compared to 2011. Approximately $25 million 
to $27 million (net of capitalization) of the increase relates to the 
Nicor Gas retirement plans, which were acquired through the 
merger with Nicor. Accordingly excluding the impacts of the 
additional costs from the Nicor Gas retirement plans, we anticipate 
that our net periodic pension and other retirement benefit costs to 
increase by $5 million to $7 million. Nicor Gas had recorded 
$19 million in net periodic benefit costs in 2011 prior to the 
completion of the merger. In determining our estimated expenses 
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for 2012, our actuarial consultant assumed the following expected 
return on plan assets and discount rates. 

Pension plans 

other retirement 

plans 

Discount rate 
Expected long-term 
return on plan assets 

4.60% 

8.25% - 8.50% 

4.50% 

6.8% - 8.50% 

The actuarial assumptions we use may differ materially from 
actual results due to changing market and economic conditions, 
higher or lower withdrawal and retirement rates, and longer or 
shorter life spans of participants. The following table illustrates the 
effect of changing the critical actuarial assumptions for our pension 
and other retirement plans while holding all other assumptions 
constant. 

Actuarial assumptions 

Expected long-term 
return on plan assets 

Discount rate 

Percentage-point 

change in assumption 

-F/- 1 % 

+/-1 % 

In 

increase 

(decrease) 

In PBO/APBO 

$ - / -
(161)/178 

millions 

Increase 

(decrease) 

in cost 

$(5) / 5 
(6)/6 

See Note 6 to our consolidated financial statements under 
Item 8 herein for additional information on our pension and other 
retirement plans. 

Income Taxes 
We account for income taxes in accordance with the authoritative 
guidance related to income taxes, which requires that deferred tax 
assets and liabilities be recognized using enacted tax rates for the 
effect of temporary differences between the book and tax basis of 
recorded assets and llabilities. The guidance also requires that 
deferred tax assets be reduced by a valuation allowance If it is 
more likely than not that some portion or all of the deferred tax 
asset will not be realized. 

Deferred tax liabilities are estimated based on the expected 
future tax consequences of items recognized in the financial 
statements. Additionally during the ordinary course of business, 
there are many transactions and calculations for which the ultimate 
tax determination is uncertain. As a result, we recognize tax liabilities 
based on estimates of whether additional taxes and interest will be 
due. After application of the federal statutory tax rate to book 
income, judgment is required with respect to the timing and 
deductibility of expense in our income tax returns, 

A deferred income tax liability is not recorded on undistributed 
foreign earnings that are expected in our judgment to be indefinitely 
reinvested offshore. We consider, among other factors, actual cash 
investments offshore as well as projected cash requirements in 
making this determination. Changes in our investment or repatriation 
plans or circumstances could result in a different deferred Income 
tax liability 

For state income tax and other taxes, judgment is also required 
with respect to the apportionment among the various jurisdictions. 
A valuation allowance is recorded if we expect that it is more likely 
than not that our deferred tax assets will not be realized. In addition, 
we operate within multiple tax jurisdictions and we are subject to 
audit in these jurisdictions. These audits can involve complex 
issues, which may require an extended period of time to resolve. 
We maintain a liability for the estimate of potential income tax 
exposure and in our opinion adequate provisions for income taxes 
have been made for all years. 

We had a $3 million valuation allowance on $204 million of 
deferred tax assets as of December 31, 2011, refiecting the 
expectation that most of these assets will be realized. Our gross 
long-term deferred tax liability totaled $1,646 million at 
December 31, 2011. See Note 12 to our consolidated financial 
statements under Item 8 herein for additional information on 
our taxes. 

We are required to determine whether tax benefits claimed or 
expected to be claimed on our tax return should be recorded in our 
consolidated financial statements. Under this guidance, we may 
recognize the tax benefit from an uncertain tax position only if it is 
more likely than not that the tax position will be sustained on 
examination by the taxing authorities, based on the technical merits 
of the position. The tax benefits recognized in the flnancial 
statements from such a position should be measured based on the 
largest benefit that has a greater than 50% likelihood of being 
realized upon ultimate settlement. 

Additionally we recognize accrued interest related to uncertain 
tax positions in interest expense and penalties in operating expense 
in the Consolidated Statements of Income. As of December 31, 
2011, we did not have a liability recorded for payment of interest 
and penalties associated with uncertain tax positions. 

Accounting Developments 

On May 12, 2011, the FASB issued authoritative guidance related 
to fair value measurements. The guidance expands the qualitative 
and quantitative disclosures for Level 3 significant unobservable 
inputs, permits the use of premiums and discounts to value an 
instrument if it is standard practice and limits best use valuation to 
non-financial assets and liabilities. This guidance will be efl'ective for 
us beginning January 1, 2012. We do not expect the guidance to 
have a material impact on our consolidated financial statements. 

On June 16, 2011, the FASB issued authoritative guidance 
related to comprehensive income. The guidance eliminates the 
option to present other comprehensive income in the Statements of 
Equity but Instead allows companies to elect to present net income 
and other comprehensive income in one continuous statement 
(Statements of Comprehensive Income) or in two consecutive 
statements. This guidance does not change any of the components 
of net income or other comprehensive income and earnings per 
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share will still be calculated based on net income. This guidance will 
be effective for us beginning January 1, 2012, and will not have a 
material impact on our consolidated financial statements. 

On September 15, 2011, the FASB issued authoritative 
guidance related to goodwill impairment testing. The guidance 
provides us with the option to first assess qualitative factors to 
determine whether it is more likely than not that the fair value of a 
reporting unit Is less than its carrying amount. If we determine that 
it is not more likely than not that the fair value of a reporting unit is 
less than its carrying amount, then performing the normally 
required two-step quantitative impairment test is unnecessary. 
However, if we conclude otherwise, we are then required to 
proceed with the quantitative testing. The guidance allows us to 
bypass the qualitative assessment for any reporting unit in any 
period and proceed directly to quantitative testing and resume 
performing the qualitative assessment in any subsequent period. 
This guidance is effective for us on January 1, 2012, but early 
adoption is permitted. We adopted the guidance eariy and relied 
upon a qualitafive assessment when performing our annual 
impairment test in the fourth quarter of 2011. 

Item 7A. Quantitative and Qualitative 
Disclosures About Market Risk 

We are exposed to risks associated with natural gas prices, 
interest rates, credit and fuel prices. Natural gas price risk is 
defined as the potential loss that we may incur as a result of 
changes in the fair value of natural gas. Interest rate risk results 
from our portfolio of debt and equity instruments that we issue to 
provide financing and liquidity for our business. Credit risk results 
from the extension of credit throughout all aspects of our business 
but is particularly concentrated at Atlanta Gas Light in distribution 
operations and in wholesale services. Our fuel price risk is primarily 
in cargo shipping, which is partially reduced through fuel 
surcharges. Our use of derivative instruments is governed by a risk 
management policy approved and monitored by our Risk 
Management Committee (RMC), which prohibits the use of 
derivatives for speculative purposes. 

Our RMC is responsible for establishing the overall risk 
management policies and monitoring compliance with, and 
adherence to, the terms within these policies, including approval 
and authorization levels and delegation of these levels. Our RMC 
consists of members of senior management who monitor open 
natural gas price risk positions and other types of risk, corporate 
exposures, credit exposures and overall results of our risk 
management activities. It is chaired by our chief risk officer, who is 
responsible for ensuring that appropriate reporting mechanisms 
exist for the RMC to perform its monitoring functions. 

Natural Gas Price Risk 

Distribution Operations Our utilities, excluding Atlanta Gas 
Light, are authorized to use natural gas cost recovery mechanisms 
that allow them to adjust their rates to refiect changes in the 
wholesale cost of natural gas and to ensure they recover 100% of 
the costs incurred in purchasing gas for their customers. Since 
Atlanta Gas Light does not sell natural gas directly to its end-use 
customers, it has no natural gas price risk. 

Nicor Gas and Elizabethtown Gas enter Into derivative 
instruments to hedge the impact of market fluctuations in natural 
gas prices for customers. These derivatives are reflected at fair 
value and are not designated as hedges. Realized gains or losses 
on such Instruments are included in the cost of gas delivered and 
are passed through directly to customers and therefore have no 
direct impact on earnings. Unrealized changes in the fair value of 
these derivative instruments are deferred as regulatory assets or 
liabilities. 

Retail Operations We routinely utilize various types of derivative 
instruments to mitigate certain natural gas price and weather risk 
inherent in the natural gas Industry. These instruments include a 
variety of exchange-traded and OTC energy contracts, such as 
fon/vard contracts, futures contracts, options contracts and swap 
agreements. This includes the active management of storage 
positions through a variety of hedging transactions for the purpose 
of managing exposures arising from changing natural gas prices. 
We use these hedging instruments to lock in economic margins 
(as spreads between wholesale and retail natural gas prices widen 
between periods) and thereby minimize its exposure to declining 
operating margins. 

Wholesale Services We routinely use various types of derivative 
instruments to mitigate certain natural gas price risks inherent in 
the natural gas industry. These instruments include a variety of 
exchange-traded and OTC energy contracts, such as fon/vard 
contracts, futures contracts, options contracts and financial 
swap agreements. 

Midstream Operations Central Valley and Golden Triangle 
Storage use derivative instruments to reduce their exposure to the 
risk of changes in the price of natural gas that will be purchased in 
future periods for pad gas, conditioning gas and additional 
volumes of gas used to de-water the cavern (de-water gas) during 
the construction of storage facilities. Pad gas includes volumes of 
non-working natural gas used to maintain the operational integrity 
of the caverns. Conditioning gas is used to ready a field for use 
and will be sold in connection with placing the storage facility into 
service. De-water gas is used to remove water from the cavern in 
anticipation of commercial service and will be sold after completion 
of de-watering. We also use derivative instruments for asset 
optimization purposes. 
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Consolidated The following tables include the fair values and 
average values of our consolidated derivative instruments as ofthe 
dates Indicated. We base the average values on monthly averages 
for the 12 months ended December 31, 2011 and 2010. 

Derivative instruments average 

values'^' at December 31, 

2011 2010 

Asset 
Liability 

$211 

76 

$226 
70 

"I Excludes cash collateral amounts. 

Derivative Instruments fair value netted 

with cash collateral at December 31. 

2011 2010 

Asset 
Liability 

$314 

110 
$228 

48 

The following tables illustrate the change in the net fair value 
of our derivative instruments during the twelve months ended 
December 31, 2011, 2010 and 2009, and provide details of the 
net fair value of contracts outstanding as of December 31, 2011, 
2010 and 2009, 

2011 2010 

Net fair value of derivative 
instruments outstanding 
at beginning of period $ 75 

Derivative instruments realized 
or otherwise settled during period (74) 

Net fair value of derivative 
instruments acquired during period (5) 

Change in net fair value of 
derivative instruments 61 

; i21 

(117) 

71 

; 65 

(54) 

50 

60 
Net fair value of derivative instruments 
outstanding at end of period 57 

Netting of cash collateral 147 
Cash collateral and net fair value 
of derivative instruments outstanding 
at end of period"' $204 

75 
105 

$180 

121 
57 

$178 
'" Net fair value of derivative instruments outstanding includes $3 million premium and 

associated intrinsic value at December 31, 2011, less than $1 million at December 31, 2010 

and $2 million at December 31, 2009 associated with weather derivatives. 

The sources of our net fair value at December 31, 2011, are 
as follows. 

Prices Significant other 

actively quoted observable inputs 

In millions 

Mature through 2012 
Mature 2013-2014 
Mature 2015-2017 
Total derivative instruments'" 

(Level 1)i'i 

$ (90) 
(15) 

(2) 
$(107) 

(Level 2) 

$126 
36 
2 

$164 
''' Valued using NYMEX futures prices. 

™ Valued using basis transactions that represent the cost to transport natural gas from a NYMEX 

delivery point to the contract delivery point. These transactions are based on quotes obtained 

either through electronic trading platforms or directly from brokers. 

'̂ 1 Excludes cash collateral amounts. 

Value-at-risk Our open exposure is managed in accordance 
with established policies that limit market risk and require daily 
reporting of potential financial exposure to senior management. 
Including the chief risk officer. Because we generally manage 
physical gas assets and economically protect our positions by 
hedging in the futures markets, our open exposure is generally 
immaterial, permitting us to operate within relatively low VaR limits. 
We employ daily risk testing, using both VaR and stress testing, to 
evaluate the risks of our open positions. Our VaR is determined on 
a 95% confidence interval and a 1 -day holding period. In simple 
terms, this means that 95% of the time, the risk of loss from a 
portfolio of positions is expected to be less than or equal to the 
amount of VaR calculated. 

We actively monitor open commodity positions and the 
resulting VaR. We also continue to maintain a relatively matched 
book, where our total buy volume is close to our sell volume, with 
minimal open natural gas price risk. Based on a 95% confidence 
interval and employing a 1-day holding period, SouthStar's 
portfolio of positions for the 12 months ended December 31, 
2011, 2010 and 2009 were less than $0.1 million and Sequent 
had the following VaRs. 

Period end 
12-month average 
High 
Low 

Fuel Price Risk 

$2.2 
1.6 
3.1 
0.8 

$1.6 
1.3 
3.0 
0.7 

$2.4 
1.8 
3.3 
0.7 

Cargo Shipping Tropical Shipping's objective is to reduce its 
exposure to higher fuel costs through fuel surcharges. However, 
these fuel surcharges do not entirely remove our risk in periods of 
Increasing fuel prices and volatility or increased competition. 
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Interest Rate Risk 

Interest rate fiuctuations expose our variable-rate debt to changes 
in interest expense and cash fiows. Our policy is to manage 
interest expense using a combination of fixed-rate and variable-
rate debt. Based on $1.7 billion of variable-rate debt outstanding 
at December 31, 2011, a 100 basis point change in market interest 
rates would have resulted in an increase in pretax interest expense 
of $17 million on an annualized basis. 

We have $300 million of 6.4% senior notes due in July 2016. 
In May 2011, we entered into interest rate swaps related to these 
senior notes to effectively convert $250 million from a fixed rate to 
a variable rate obligation. The interest rate resets quarterly based 
on LIBOR plus 3.9%. 

As of December 31, 2011, we also held forward-starting 
interest rate swaps totaling $90 million that were redesignated as 
cash flow hedges upon the close of the merger. Under the terms 
of the swaps, we agree to pay a fixed swap rate and receive a 
floating rate based upon LIBOR. 

Interest rate swaps help us achieve our desired mix of variable 
to fixed rate debt (i.e. variable debt target of 20% to 45% of total 
debt). Any gain or loss on these interest rate swaps are deferred in 
accumulated other comprehensive income until settlement, at 
which point they are amortized to interest expense over the life of 
the related debt. For additional information, see Note 5 to our 
consolidated financial statements under item 8 herein. 

Credit Risk 

Distribution Operations Atlanta Gas Light has a concentration 
of credit risk as It bills eleven certificated and active Marketers in 
Georgia for its services, the credit risk exposure to Marketers 
varies with the time of the year, with exposure at its lowest in the 
nonpeak summer months and highest in the peak winter months. 
Marketers are responsible for the retail sale of natural gas to end-
use customers in Georgia. These retail functions include customer 
service, billing, collections, and the purchase and sale of the 
natural gas commodity The provisions of Atlanta Gas Light's tariff 
allow Atlanta Gas Light to obtain security support in an amount 
equal to a minimum of two fimes a Marketer's highest month's 
estimated bill from Atlanta Gas Light. For 2011, the four largest 
Marketers based on customer count, which includes SouthStar, 
accounted for approximately 30% of our consolidated operating 
margin and 38% of distribution operations' operating margin. 

Several factors are designed to mitigate our risks from the 
increased concentration of credit that has resulted from 
deregulation. In addition to the security support described above, 
Atlanta Gas Light bills intrastate delivery service to Marketers in 
advance rather than in arrears. We accept credit support in the 
form of cash deposits, letters of credit/surety bonds from 
acceptable issuers and corporate guarantees from investment-

grade entities. The RMC reviews on a monthly basis the adequacy 
of credit support coverage, credit rating profiles of credit support 
providers and payment status of each Marketer. We believe that 
adequate policies and procedures have been put in place to 
properly quantify, manage and report on Atlanta Gas Light's credit 
risk exposure to Marketers. 

Atlanta Gas Light also faces potential credit risk in connection 
with assignments of interstate pipeline transportation and storage 
capacity to Marketers. Although Atlanta Gas Light assigns this 
capacity to Marketers, in the event that a Marketer fails to pay the 
interstate pipelines for the capacity the interstate pipelines would 
in all likelihood seek repayment from Atlanta Gas Light. 

Our gas distribution businesses offer options to help 
customers manage their bills, such as energy assistance programs 
for low-income customers and a budget payment plan that 
spreads gas bills more evenly throughout the year. Customer 
credit risk has been substantially mifigated at Nicor Gas by the 
bad debt rider approved by the Illinois Commission on February 2, 
2010, which provides for the recovery from (or refund to) customers 
of the difference between Nicor Gas' actual bad debt experience 
on an annual basis and the benchmark bad debt expense included 
in its rates for the respective year. For Virginia Natural Gas and 
Chattanooga Gas, we are allowed to recover the gas portion of 
bad debt write-offs through their gas recovery mechanisms. 

Nicor Gas faces potential credit risk in connection with its 
natural gas supply sales and procurement activities to the extent a 
counterparty defaults on a contract to pay for or deliver at agreed-
upon terms and conditions. To manage this risk, Nicor Gas 
maintains credit policies to determine and monitor the 
creditworthiness of its counterparties. In doing so, Nicor Gas 
seeks guarantees or collateral, in the form of cash or letters of 
credit, limits its exposure to any one counterparty and enters into 
netting arrangements to mitigate counterparty credit risk. 

Certain of our derivative instruments contain credit-risk-
related or other contingent features that could increase the 
payments for collateral we post in the normal course of business 
when our financial instruments are in net liability positions. As of 
December 31, 2011 for agreements with such features, our 
distribution operations derivative instruments with liability fair 
values totaled approximately $52 million for which we had posted 
$17 million of collateral to our counterparties. If it was assumed 
that we had to post the maximum contractually specified collateral 
or settle the liability we would have been required to pay 
approximately $33 million at December 31, 2011. 

Retail Operations We obtain credit scores for our firm residential 
and small commercial customers using a national credit reporting 
agency enrolling only those customers that meet or exceed our 
credit threshold. We consider potential interruptible and large 
commercial customers based on a review of publicly available 
financial statements and review of commercially available credit 
reports. Prior to entering into a physical transaction, we also 
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assign physical wholesale counterparties an internal credit rating 
and credit limit based on the counterparties' Moody's, S&P and 
Fitch ratings, commercially available credit reports and audited 
financial statements. 

Wholesale Services We have established credit policies to 
determine and monitor the creditworthiness of counterparties, as 
well as the quality of pledged collateral. We also utilize master 
netting agreements whenever possible to mitigate exposure to 
counterparty credit risk. When we are engaged in more than one 
outstanding derivative transaction with the same counterparty and 
we also have a legally enforceable netting agreement with that 
counterparty the "net" mark-to-market exposure represents the 
netting of the positive and negative exposures with that 
counterparty and a reasonable measure of our credit risk. We also 
use other netting agreements with certain counterparties with 
whom we conduct significant transactions. Master netting 
agreements enable us to net certain assets and liabilities by 
counterparty We also net across product lines and against cash 
collateral provided the master netting and cash collateral 
agreements include such provisions. 

Additionally we may require counterparties to pledge 
additional collateral when deemed necessary. We conduct credit 
evaluations and obtain appropriate internal approvals for our 
counterparty's line of credit before any transaction with the 
counterparty is executed. In most cases, the counterparty must 
have an investment grade rating, which includes a minimum long-
term debt rating of Baa3 from Moody's and BBB- from S&P 
Generally we require credit enhancements by way of guaranty 
cash deposit or letter of credit for transaction counterparties that 
do not have investment grade ratings. 

We have a concentration of credit risk as measured by its 
30-day receivable exposure plus forward exposure. As of 
December 31, 2011, excluding $11 million of customer deposits, 
our top 20 counterparties represented approximately 60% of the 
total counterparty exposure of $504 million, derived by adding 
together the top 20 counterparties' exposures, exclusive of 
customer deposits, and dividing by the total of our counterparties' 
exposures. 

As of December 31, 2011, our counterparties, or the 
counterparties' guarantors, had a weighted average S&P 
equivalent credit rating of BBB-i-, which is consistent with the prior 
year The S&P equivalent credit rating is determined by a process 
of converting the lower of the S&P or Moody's ratings to an internal 
rating ranging from 9 to 1, with 9 being equivalent to AAA/Aaa by 
S&P and Moody's and 1 being D or Default by S&P and Moody's. 
A counterparty that does not have an external rating is assigned 
an internal rating based on the strength of the financial ratios of 
that counterparty To arrive at the weighted average credit rating, 
each counterparty Is assigned an internal ratio, which is multiplied 
by their credit exposure and summed for all counterparties. The 
sum is divided by the aggregate total counterparties' exposures. 

and this numeric value is then converted to an S&P equivalent. The 
following table shows our third-party natural gas contracts 
receivable and payable positions. 

As of December 31. 

Gross receivables 

2011 2010 

Netting agreements in place: 
Counterparty is investment grade 
Counterparty is non-investment grade 
Counterparty has no external rating 

No netting agreements in place: 
Counterparty Is investment grade 
Counterparty has no external rating 
Amount recorded on Statements 
of Financial Position 

In millions 

$395 
23 

184 

4 
1 

$607 

$515 
11 

260 

2 
— 

$788 

As of December 31, 

2011 

Gross payables 

2010 

Netting agreements in place: 
Counterparty is investment grade 
Counterparty is non-investment grade 
Counterparty has no external rating 

No netting agreements in place: 
Counterparty is investment grade 
Counterparty has no external rating 

$255 $341 
47 40 

288 363 

Amount recorded on Statements 
of Financial Position $590 $744 

We have certain trade and credit contracts that have explicit 
minimum credit rating requirements. These credit rating 
requirements typically give counterparties the right to suspend or 
terminate credit if our credit ratings are downgraded to non-
investment grade status. Under such circumstances, we would 
need to post collateral to continue transacting business with some 
of its counterparties. If such collateral were not posted, our ability 
to continue transacting business with these counterparties would 
be impaired. If our credit ratings had been downgraded to non-
Investment grade status, the required amounts to satisfy potential 
collateral demands under such agreements with our counterparties 
would have totaled $15 million at December 31, 2011, which would 
not have a material Impact to our consolidated results of operations, 
cash fiows or financial condition. 
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Item 8. Financial Statements and Supplementary Data 

Report of Independent Registered Public Accounting Firm 

To the Board of Directors and Shareholders of AGL Resources Inc.: 

In our opinion, the consolidated financial statements listed in the index appearing under Item 15(a)(1) present fairiy in all material respects, 
the financial position of AGL Resources Inc. and its subsidiaries at December 31, 2011 and 2010, and the results of their operations and their 
cash flows for each of the three years in the period ended December 31, 2011 in conformity with accounting principles generally accepted 
in the United States of America. In addition, in our opinion, the financial statement schedule listed in the accompanying index appearing under 
Item 15(a)(2) presents fairiy in al| material respects, the information set forth therein when read in conjunction with the related consolidated 
financial statements. Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting 
as of December 31, 2011, based on criteria established in hternal Control - Integrated Framework Issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO). The Company's management is responsible for these financial statements and financial 
statement schedule, for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal 
control over financial reporting, included in Management's Report on Internal Control Over Financial Reporting appearing under Item 9A. Our 
responsibility is to express opinions on these financial statements, on the financial statement schedule, and on the Company's internal control 
over financial reporting based on our integrated audits. We conducted our audits in accordance with the standards of the Public Company 
Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain reasonable assurance 
about whether the financial statements are free of material misstatement and whether effective internal control over financlai reporting was 
maintained in all material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and signiflcant estimates made by management, 
and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the 
design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures 
as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles. A company's internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of 
records that, in reasonable detail, accurately and fairiy reflect the transactions and dispositions of the assets of the Company; (ii) provide 
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the Company are being made only in accordance with authorizations 
of management and directors of the Company; and (ill) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the Company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of 
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in 
conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

As described in Management's Report on Internal Control Over Financial Reporting, management has excluded Nicor from its assessment 
of internal control over financial reporting as of December 31, 2011 because it was acquired by the Company in a purchase business 
combination during 2011. We have also excluded Nicor from our audit of internal control over financial reporting. Nicor is a wholly owned 
subsidiary whose total assets and total revenues represent 47% and 9%, respectively ofthe related consolidated financial statement amounts 
as of and for the year ended December 31, 2011. 

/s/ PricewaterhouseCoopers LLP 

PricewaterhouseCoopers LLP 
Atlanta, Georgia 
Februar/22, 2012 
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Management's Report on Internal Control Over Financial Reporting 

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in 
Exchange Act Rule 13a-15(t). Under the supen/ision and with the participation of our management, including our principal executive officer and 
principal financial officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on the frame
work in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of 
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in 
conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

On December 9, 2011, we completed our merger with Nicor. As permitted by the Securities and Exchange Commission, management 
has elected to exclude Nicor from management's assessment of the effectiveness of our internal control over financial reporting as of 
December 31, 2011. Assets and revenues of Nicor represent 47% and 9%, respectively of our total assets and total revenues as reported in 
our consolidated financial statements as of and for the year ended December 31, 2011. 

Based on our evaluation under the framework in Internal Control - Integrated Framework issued by COSO, our management concluded 
that our internal control over financial reporting was effective as of December 31, 2011, in providing reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles. 

The effectiveness of our internal control over flnancial reporting has been audited by PricewaterhouseCoopers LLP, an independent 
registered public accounting firm, as stated in their report appearing herein. 

February 22, 2012 

/s/ John W, Somerhalder II 
John W. Somerhalder II 
Chairman, President and Chief Executive Officer 

/s/ Andrew W. Evans 
Andrew W. Evans 
Executive Vice President and Chief Financial Officer 
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Consolidated Statements of Financial Position—Assets 

As of December 31, 

2011 2010 

Current assets 
Cash and cash equivalents (Note 2) 

Short-term investments (Note 2) 

Receivables 

Energy marketing receivables 

Gas 

Unbilled revenues 

Other 

Less allowance for uncollectible accounts 

$ 69 

53 

607 

364 

216 

112 

15 

24 

788 

204 

173 

13 

16 

Total receivables (Note 2) 

Inventories 

Natural gas stored underground 

Other 

1,284 

702 

48 

1,162 

607 

32 

Total inventories (Note 2) 

Derivative instruments - current portion (Note 2, Note 4 and Note 5) 

Recoverable regulatory infrastructure program costs - current portion (Note 2) 

Recoverable environmental remediation costs - current portion (Note 2 and Note 11) 

Recoverable postretirement benefits - current (Note 2 and Note 6) 

Prepaid expenses 

Other current assets 

Goodwill (Note 2 and Note 3) 

Intangible assets (Note 2 and Note 3) 

Recoverable regulatory infrastructure program costs (Note 2) 

Recoverable environmental remediation costs (Note 2 and Note 11) 

Recoverable postretirement benefits - long-term (Note 2 and Note 6) 

Long-term investments (Note 2) 

Derivative instruments (Note 2, Note 4 and Note 5) 

Other 

750 

248 

48 

7 

29 

164 

94 

1,813 

105 

305 

351 

262 

128 

66 

237 

639 

182 

48 

7 

66 

38 

Total current assets 

Long-term assets and other deferred debits 

Property plant and equipment 

Less accumulated depreciation 

Property plant and equipment - net (Note 2) 

2,746 

9,779 

1,879 

7,900 

2,166 

6,266 

1,861 

4,405 

418 

3 

244 

164 

11 

46 

63 

Total long-term assets and other deferred debits 11,167 5,354 

Total assets $13,913 $7,520 
See Notes to Consolidated Financial Statements, 
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Consolidated Statements of Financial Position—Liabilities and Equity 

In millions, excepf share amounfs 

As of December 31. 

Current liabilities 
Energy marketing trade payable (Note 2) 
Short-term debt (Note 8) 
Current portion of long-term debt (Note 8) 
Accounts payable - trade 
Accrued regulatory infrastructure program costs - current portion (Note 2) 
Customer credit balances and deposits 
Accrued wages and salaries 
Accrued taxes 
Derivative instruments - current portion (Note 2, Note 4 and Note 5) 
Accrued interest (Note 11) 
Accrued natural gas costs (Note 2) 
Accrued environmental remediation liabilities - current portion (Note 2 and Note 11) 
Other current liabilities 

590 

1,323 

15 

294 

131 

152 

52 

49 

99 

61 

53 

37 

228 

744 

733 

300 

178 

62 

52 

51 

48 

44 

40 

23 

14 

143 

Total current liabilities 3,084 2,432 
Long-term liabilities and other deferred credits 
Long-term debt (Note 4 and Note 8) 
Accumulated deferred income taxes (Note 2 and Note 12) 
Accrued pension obligations (Note 4 and Note 6) 
Accumulated removal costs (Note 2) 
Accrued regulatory infrastructure program costs (Note 2) 
Accrued environmental remediation liabilities (Note 2 and Note 11) 
Accrued other retirement benefit costs (Note 4 and Note 6) 
Derivative instruments (Note 2, Note 4 and Note 5) 
Other long-term liabilities and other deferred credits 

3,561 

1,445 

238 

1,321 

145 

290 

320 

11 

159 

1,671 

768 

186 

182 

166 

129 

36 

4 

110 

Total long-term liabilities and other deferred credits 7,490 3,252 
Total liabilities and other deferred credits 10,574 5,684 

Commitments, guarantees and contingencies (see Note 11) 
Equity 
Common shareholders' equity 

Common stock, $5 par value; 750 million shares authorized 
Additional paid in capital 
Retained earnings 
Accumulated other comprehensive income (loss) 
Treasury shares 

586 
1,989 

967 
(217) 

(7) 

391 
631 

943 
(150) 

(2) 
Total common shareholders' equity (Note 9) 

Noncontrolling interest (Note 10) 
Total equity 

3,318 
21 

3,339 

1,813 
23 

1,836 

Total liabilities and equity $13,913 $7,520 
See Nofes lo Consolidafed Financlai Statements. 
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Consolidated Statements of Income 

In millions, except per share amounts 2011 

12,338 

1,097 

490 

186 

68 

57 

Years ended December 31. 

2010 

$2,373 

1,164 

497 

160 

6 

46 

2009 

Operating revenues (Note 2) 
Operating expenses 

Cost of goods sold (Note 2) 
Operation and maintenance 
Depreciation and amortization (Note 2) 
Nicor merger expenses (Note 3) 
Taxes other than Income taxes 

Per common share data (Note 2) 
Basic earnings per common share attributable to AGL Resources Inc. 
common shareholders (Note 2) 

Diluted earnings per common share attributable to AGL Resources Inc. 
common shareholders (Note 2) 

Cash dividends declared per common share 

$ 2.14 

$ 2.12 
$ 1.90 

$ 3.02 

$ 3.00 
$ 1.76 

$2,317 

1,142 
497 
158 

44 

Total operating expenses 

Operating income 

other income (expense) 

Other (expense) income, net 

Interest expenses, net 

Total other expense 

Earnings before income taxes 

Income tax expenses (Note 12) 

Net income 

Less net income attributable to the noncontrolling interest (Note 10) 

Net income attributable to AGL Resources Inc. 

1,898 

440 

7 

(136) 

(129) 

311 

125 

186 

14 

$ 172 

1,873 

500 

(1) 
(109) 

(110) 

390 

140 

250 

16 

$ 234 

1,841 

476 

9 

• (101) 

(92) 

384 

135 

249 

27 

$ 222 

$ 2.89 

$ 2.88 
$ 1.72 

Weighted average number of common shares outstanding (Note 2) 

Basic 

Diluted 

80.4 

80.9 

77.4 

77.8 

76.8 

77.1 

See Notes to Consolidated Financial Statements. 
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Consolidated Statements of Comprehensive Income 

Years ended December 31, 

2011 2010 2009 

Comprehensive income attributable to AGL Resources Inc. (net of tax) 
Net income attributable to AGL Resources Inc. 
Other comprehensive income (loss),net of tax 

Retirement plans (Note 4 and Note 6) 
Unrealized (loss) gain arising during the period 

Cash fiow hedges (Note 5) 

Comprehensive income (loss) attributable to noncontrolling interest (net of tax) 
Net income attributable to noncontrolling interest (Note 9) 
Cash flow hedges (Note 5) 

Total comprehensive income (net of tax) 
Net income 
Other comprehensive income (loss),net of tax 

Retirement benefit plans (Note 4 and Note 6) 
Unrealized (loss) gain arising during the period 

Cash flow hedges (Note 5) 

$172 

(65) 

$ 14 

$186 

(65) 

$234 

(28) 

$ 16 

$250 

(28) 

$222 

17 

Derivative instruments unrealized losses arising during the period 
Reclassification of realized derivative losses to net income 

Other comprehensive (loss) income 
Comprehensive income (Note 9) 

(5) 
3 

(67) 
$105 

(14) 
9 

(33) 
$201 

(12) 
13 
18 

$240 

$ 27 

Derivative instruments unrealized losses arising during the period 
Reclassification of realized derivative losses to net income 

Other comprehensive income 
Comprehensive income (Note 9) 

(1) 
1 

— 
$ 14 

(1) 
2 
1 

$ 17 

(7) 
7 

— 
$ 27 

$249 

17 

Derivative instruments unrealized losses arising during the period 
Reclassification of realized derivative losses to net income 

Other comprehensive (loss) income 
Comprehensive income (Note 9) 

(6) 
4 

(67) 
$119 

(15) 
11 

(32) 
$218 

(19; 
20 
18 

$267 
See Notes to Consolidated Financial Statements. 
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Consolidated Statements of Equity 

AGL Resources Inc, Shareholders 

Accumulated 

Additional other 

In millions, except per share amounts 

Balance as of December 31, 2008 

Common stock 

Shares Amount 

76.9 $390 

paid-in-

capital 

$ 676 

Retained 

earnings 

$763 

comprefienstve 

loss 

$(134) 

Treasury 

shares 

$(43) 

Noncontrolling 

interest 

$32 
Total 

$1,684 
Net income 

Other comprehensive income (Note 9) 

Dividends on common stock ($1.72 per share) 

Distributions to noncontrolling interests (Note 10) 

Issuance of treasury shares (Note 9) 

Stock-based compensation expense 

(net of tax) (Note 7) 

0.6 (4) 

222 

(132) 

(5) 

5 

17 

27 

(20) 

249 

18 

(127) 

(20) 

7 

As of December 31 , 2009 77.5 
-

— 

$390 $ 679 
- -

— _ 

$848 
234 

(136) 

$(116) $(21) $ 3 9 $1,819 

Net income 

Other comprehensive (loss) income (Note 9) 

Dividends on common stock ($1.76 per share) 

Purchase of additional 15% ownership interest 

in SouthStar (Note 10) 

Distributions to noncontrolling interests (Note 10) 

Purchase of treasury shares (Note 9) 

Issuance of treasury shares (Note 9) 

Stock-based compensation expense 

(net of tax) (Note 7) 

(0.2) 

0.7 

(51) 

(5) 

(33) 

(1) 

(3) 

— 
-
3 

— 

-

(7) 
22 

16 
1 

— 

(6) 
(27) 
-
— 

250 
(32) 

(133) 

(58) 
(27) 

(7) 
15 

1 9 

As of December 31, 2010 78.0 $391 $ 631 1943 $(150) $ (2) $ 23 $1,836 

Net income — 

Other comprehensive (loss) income (Note 9) — 

Dividends on common stock ($1.90 per share) — 

Distributions to noncontrol l ing interests (Note 10) — 

Benefit, dividend reinvestment and stock 

purchase plans 0.8 

Purchase of treasury shares (Note 9) — 

Issuance of shares for Nicor merger (Note 3) 38.2 

Stock-based compensation expense 

(net of tax) (Note 7) -

172 

(148) 

(67) 

191 

18 

1,332 

8 

-
-
-
— 

(3) 
(2) 
— 

14 
-
-

(16) 

— 

-
— 

186 
(67) 

(148) 
(16) 

19 

(2) 
1,523 

8 

As of December 3 1 , 2011 117.0 $586 $1,989 $967 $(217) $ (7) $ 21 $3,339 

See Notes to Consolidated Financial Statements, 
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Consolidated Statements of Cash Flows 

2011 

Years ended December 31, 

2010 

Cash flows from operating activities 
Net income 
Adjustments to reconcile net income to net cash flow provided by operating activities 

Depreciation and amortization (Note 2) 
Deferred income taxes (Note 12) 
Change in derivative instrument assets and liabilities (Note 4 and Note 5) 

Changes in certain assets and liabilities 
Energy marketing receivables and trade payables, net (Note 2) 
Inventories (Note 2) 
Accrued expenses 
Trade payables, other than energy marketing 
Accrued natural gas costs (Note 2) 
Receivables, other than energy marketing (Note 2) 
Prepaid expenses 
Other - net 

$ 186 

186 
214 
(24) 

27 
158 
(77) 
(70) 
(3) 

45 
(98) 
(93) 

$250 

160 

92 

(2) 

47 
33 

7 
(12) 
(14) 
(26) 

6 
(15) 

$249 

158 
105 
11 

(81) 

(9) 
19 

• 1 
24 

108 
(21) 
28 

592 Net cash flow provided by operating activities 451 526 
Cash flows from investing activities 
Acquisition of Nicor Inc, net of cash acquired (Note 3) 
Expenditures for property, plant and equipment (Note 2) 
Proceeds from the disposition of assets 
Other 

(912) 
(427) (510) 

73 
(5) 

(476) 

Net cash flow used in Investing activities (1,339) (442) (476) 
Cash flows from financing activities 
issuances of senior notes (Note 8) 
Payment of senior notes (Note 8) 
Issuances of private placement bonds (Note 8) 
Proceeds from term loan facility 
Payments of term loan facility 
Beneflt, dividend reinvestment and stock purchase plan 
Net payments and borrowings of short-term debt 
Issuances of variable rate gas facility revenue bonds (Note 8) 
Payments of gas facility revenue bonds (Note 8) 
Purchase of treasury shares (Note 9) 
Distribution to noncontrolling Interest (Note 10) 
Purchase 15% ownership in SouthStar from Piedmont (Note 10) 
Dividends paid on common shares (Note 9) 

1,014 
(300) 
275 
150 

(150) 
19 
91 

(2) 
(16) 

(148) 

131 
160 

(160) 

(7) 
(27) 

(58) 

(133) 

297 

(264) 

(20) 

(127) 
Net cash flow provided by (used in) flnancing activities 
Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

Cash paid during the period for 
Interest 
Income taxes 
Non cash transactions 
Merger with Nicor, common stock issued 38.2 million shares, value 

933 
45 
24 

$ 69 

$ 116 
$12 

$1,523 

(86) 

(2) 
26 

$ 24 

$107 
$ 58 

$ -

(106) 
10 
16 

$ 26 

$ 93 
$ 50 

$ -
See Notes to Consolidated Financial Statements, 
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Notes to Consolidated Financial Statements 

Note 1 Organization and Basis 
of Presentation 

Receivables and Allowance for 
Uncollectible Accounts 

General 

AGL Resources Inc. is an energy services holding company that 
conducts substantially all its operations through its subsidiaries. 
Unless the context requires otherwise, references to "we," "us," 
"our," the "company", or "AGL Resources" mean consolidated AGL 
Resources Inc. and its subsidiaries. 

Business Combinations 

On December 9, 2011, we closed our merger with Nicor and 
created a combined company with increased scale and scope in 
the distribution, storage and transportation of natural gas. See 
Note 3 for additional information. 

Basis of Presentation 

Our consolidated financial statements as of and for the period 
ended December 31, 2011 are prepared in accordance with GAAP 
and under the rules of the SEC Our consolidated flnancial 
statements include our accounts, the accounts of our wholly owned 
subsidiaries, the accounts of our majority-owned and controlled 
subsidiaries and the accounts of our variable interest entity for 
which we are the primar/ beneficiary. For unconsolidated entities 
that we do not control, but exercise signiflcant influence over, we 
use the equity method of accounting and our proportionate share 
of income or loss is recorded on the Consolidated Statements of 
Income. See Note 10 for additional information. We have eliminated 
intercompany profits and transactions in consolidation except for 
intercompany proflts where recovery of such amounts are probable 
under the affiliates' rate regulation process. 

Certain amounts from prior periods have been reclassifled and 
revised to conform to the current period presentation. The 
reclassifications and revisions had no material impact on our prior 
period balances. 

Note 2 Significant Accounting Policies and 
Methods of Application 

Cash and Cash Equivalents 

Our cash and cash equivalents consist primarily of cash on deposit, 
money market accounts and certificates of deposit of domestic 
subsidiaries with original maturities of three months or less. 

Our receivables primarily consist of natural gas sales and 
transportation services billed to residential, commercial, Industrial 
and other customers. We bill customers monthly, and our accounts 
receivable are due within 30 days. For the majority of our receivables, 
we establish an allowance for doubtful accounts based on our 
collection experience and other factors. For receivables where we 
are aware of a specific customer's inability or reluctance to pay, we 
record an allowance for doubtful accounts against amounts due to 
reduce the net receivable balance to the amount we reasonably 
expect to collect. However, if circumstances change, our estimate 
of the recoverabillty of accounts receivable could change as well. 
Circumstances that could affect our estimates include, but are not 
limited to, customer credit issues, the level of natural gas prices, 
customer deposits and general economic conditions. Customers' 
accounts are written off once we deem them to be uncollectible. 

Nicor Gas Credit risk exposure at Nicor Gas is mitigated by 
the bad debt rider approved by the Illinois Commission on 
February 2, 2010. The bad debt rider provides for the recovery from 
(or refund to) customers of the difference between Nicor Gas' 
actual bad debt experience on an annual basis and the benchmark 
bad debt expense included in its rates for the respective year. For 
more information on the bad debt rider, see discussion in Regulatory 
Assets and Liabilities. 

Atlanta Gas Light Concentration of credit risk occurs at 
Atlanta Gas Light for amounts billed for services and other costs to 
its customers, which consist of eleven Marketers in Georgia. The 
credit risk exposure to Marketers varies seasonally, with the lowest 
exposure in the nonpeak summer months and the highest exposure 
in the peak winter months. Marketers are responsible for the retail 
sale of natural gas to end-use customers in Georgia. The functions 
of the retail sale of gas include customer service, billings, collections, 
and the purchase and sale of natural gas. Atlanta Gas Light's tariff 
allows it to obtain security support in an amount equal to no less 
than two times a Marketer's highest month's estimated bill from 
Atlanta Gas Light. 

Investments 

Our investments in marketable securities are categorized at the 
date of acquisition as trading, held-to-maturity, or available-for-sale. 
Trading securities, which include money market funds, are carried 
at fair value and are classified as current assets unless held to 
satisfy a long-term obligation. We classify money market funds held 
by our non-United States subsidiaries as short-term investments 
and all others are classified as cash equivalents. Debt securities are 
categorized as held-to-maturity when our intent and ability is to hold 
the securities to maturity. Held-to-maturity securities are included in 
either short-term or long-term investments based upon their 
contractual maturity date. We carry held-to-maturity securities at 
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amortized cost, which approximates fair value. Available-for-sale 
securities are carried at fair value, with unrealized gains and losses, 
net of tax, reported in common equity as a component of 
accumulated OCI. Available-for-sale securities are classified as 
noncurrent assets unless the intent is to sell the security within 
12 months. The specific identification method is used to determine 
realized gains or losses on the sale of marketable securities. 
Investments in equity securities that do not have a readily 
determinable fair value and do not qualify for the equity method are 
carried at cost. 

Our investments in debt and equity securities at December 31 
are as follows: 

in millions 

Money market funds 
Corporate bonds 
Other investments 

Total 

2011 

$59 
6 
7 

$72 

Investments in debt and equity securities are classified on the 
Consolidated Statements of Financial Position at December 31 
as follows: 

In millions 

Cash equivalents 
Short-term investments 
Long-term Investments 

Total 

2011 

$ 9 
53 
10 

$72 

Investments categorized as trading (including money market 
funds) totaled $59 million at December 31, 2011. 

Corporate bonds and certain other Investments are categorized 
as held-to-maturity. The contractual maturities of the held-to-
maturity investments at December 31, 2011 are as follows: 

Years to maturity 

Less than 

1 year 

1-5 

years 
5-10 
years Total 

Held-to-maturlty investments $2 $5 $1 

Our investments also include certain investments, including 
certificates of deposit and bank accounts, maintained to fulfill 
statutory or contractual requirements. These investments totaled 
$3 million at December 31, 2011. In addition, we hold a $2 million 
investment in a port facility development venture carried at cost. 
Gains or losses included in earnings resulting from the sale of 
investments were not significant. 

Inventories 

Except for Nicor Gas, distribution operations records natural gas 
stored underground at WACOG. Nicor Gas' inventory is carried at 
cost on a last-in-first-out (LIFO) basis. For our wholesale services 

and retail operations businesses, we account for natural gas 
inventory at the lower of WACOG or market price. 

Based on the average cost of gas purchased In December 
2011, the estimated replacement cost of Nicor Gas' inventory at 
December 31, 2011 exceeded the LIFO cost by $189 million. 
During the 22 days of December 2011, Nicor Gas had an immaterial 
LIFO liquidation. 

Our retail operations and wholesale services segments 
evaluate the weighted-average cost of their natural gas inventories 
against market prices to determine whether any declines in market 
prices below the WACOG are other-than-temporary. For any 
declines considered to be other-than-temporary, we record 
adjustments to reduce the weighted-average cost of the natural gas 
inventory to market price. Consequently, as a result of declining 
natural gas prices, retail operations and wholesale services charged 
LOCOM adjustments to cost of goods sold, to reduce the value of 
their inventories to market value In the following amounts. 

2010 

Retail operations 
Wholesale services 

$ 5 
31 

$6 

In Georgia's competitive environment. Marketers including 
SouthStar, sell natural gas to firm end-use customers at market-
based prices. Part of the unbundling process, which resulted from 
deregulation and provides this competitive environment, is the 
assignment to Marketers of certain pipeline services that Atlanta 
Gas Light has under contract. Atlanta Gas Light assigns, on a 
monthly basis, the majority of the pipeline storage services that it 
has under contract to Marketers, along with a corresponding 
amount of inventory. 

Energy Market ing Receivables and Payables 

Our wholesale services segment provides services to retail and 
wholesale marketers and utility and industrial customers. These 
customers, also known as counterparties, utilize netting 
agreements, which enable wholesale services to net receivables 
and payables by counterparty. Wholesale sen/ices also nets across 
product lines and against cash collateral, provided the master 
netting and cash collateral agreements include such provisions. The 
amounts due from or owed to wholesale services' counterparties 
are settled net, but are recorded on a gross basis in our 
Consolidated Statements of Financial Position as energy marketing 
receivables and energy marketing payables. 

Our wholesale services segment has some trade and credit 
contracts that have explicit minimum credit rating requirements. 
These credit rating requirements typically give counterparties the 
right to suspend or terminate credit if our credit ratings are 
downgraded to non-investment grade status. Under such 
circumstances, wholesale services would need to post collateral to 
continue transacting business with some of its counterparties. No 
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collateral has been posted under such provisions since our credit 
ratings have always exceeded the minimum requirements. As of 
December 31, 2011 and December 31, 2010, the collateral that 
wholesale services would have been required to post if our credit 
ratings had been downgraded to non-investment grade status 
would not have had a material impact to our consolidated results 
of operations, cash flows or financial condition. However, if 
such collateral were not posted, wholesale services' ability to 
continue transacting business with these counterparties would be 
negatively impacted. 

Wholesale services has a concentration of credit risk for 
services it provides to marketers and to utility and industrial 
counterparties. This credit risk is measured by 30-day receivable 
exposure plus forward exposure, which is generally concentrated in 
20 of its counterparties. We evaluate the credit risk of our 
counterparties using a S&P equivalent credit rating, which Is 
determined by a process of converting the lower of the S&P or 
Moody's rating to an internal rating ranging from 9.00 to 1.00, with 
9.00 being equivalent to AAA/Aaa by S&P and Moody's and 1.00 
being equivalent to D or Default by S&P and Moody's. For a 
customer without an external rating, we assign an internal rating 
based on our analysis of the strength of its financial ratios. The 
following table provides additional information about wholesale 
services' credit exposure at December 31, 2011, excluding 
$11 million of customer deposits. 

Dollars in millions 

# of fop 

counterparties 

Concentration 

risk % 

Credit exposure $304 20 60% 
''*0ur counterparties or the counterparties' guarantors had a weighted average S&P equivalent 

rating of BBB+ at December 31, 2011. 

The weighted average credit rating is obtained by multiplying 
each customer's assigned internal rating by its credit exposure and 
then adding the individual results for all counterparties. That total Is 
divided by the aggregate total exposure. This numeric value is 
converted to an S&P equivalent. 

We have established credit policies to determine and monitor 
the creditworthiness of counterparties, including requirements for 
posting of collateral or other credit security, as well as the quality of 
pledged collateral. Collateral or credit security is most often in the 
form of cash or letters of credit from an investment-grade financial 
institution, but may also include cash or United States government 
securities held by a trustee. When wholesale services is engaged in 
more than one outstanding derivative transaction with the same 
counterparty and it also has a legally enforceable netting agreement 
with that counterparty, the "net" mark-to-market exposure 
represents the netting of the positive and negative exposures with 
that counterparty and a reasonable measure of our credit risk. 
Wholesale sen/ices also uses other netting agreements with certain 
counterparties with whom it conducts significant transactions. 

Fair Value Measurements 

The carrying values of cash and cash equivalents, receivables, short 
and long-term investments, derivative assets and liabilities, 
accounts payable, short-term debt, retirement plan assets, other 
current assets and liabilities and accrued interest approximate fair 
value. See Note 4 for additional fair value disclosures. 

As defined in the authoritative guidance related to fair value 
measurements and disclosures, fair value is the price that would be 
received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date 
(exit price). We utilize market data or assumptions that market 
participants would use in valuing the asset or liability including 
assumptions about risk and the risks inherent in the inputs to the 
valuation technique. These inputs can be readily observable, market 
corroborated, or generally unobservable. We primarily apply the 
market approach for recurring fair value measurements to utilize the 
best available information. Accordingly, we use valuation techniques 
that maximize the use of observable inputs and minimize the use of 
unobservable inputs. We are able to classify fair value balances 
based on the obsen/ance of those inputs. The guidance establishes 
a fair value hierarchy that prioritizes the inputs used to measure fair 
value. The hierarchy gives the highest priority to unadjusted quoted 
prices in active markets for identical assets or liabilities (Level 1) and 
the lowest priority to unobservable inputs (Level 3). The three levels 
of the fair value hierarchy defined by the guidance are as follows: 

Level 1 Quoted prices are available in active markets for identical 
assets or liabilities as of the reporting date. Active markets are those 
in which transactions for the asset or liability occur in sufficient 
frequency and volume to provide pricing information on an ongoing 
basis. Our Level 1 items consist of exchange-traded derivatives, 
money market funds and retirement plan assets. 

Level 2 Pricing inputs are other than quoted prices In active 
markets included in Level 1, which are either directly or indirectly 
observable as of the reporting date. Level 2 includes those financial 
and commodity instruments that are valued using valuation 
methodologies. These methodologies are primarily industry-
standard methodologies that consider various assumptions, 
including quoted forward prices for commodities, time value, 
volatility factors, and current market and contractual prices for the 
underiying instruments, as well as other relevant economic 
measures. Substantially all of these assumptions are observable in 
the marketplace throughout the full term of the instrument, can be 
derived from obsen/able data or are supported by obsen/able levels 
at which transactions are executed in the marketplace. We obtain 
market price data from multiple sources in order to value some of 
our Level 2 transactions and this data is representative of 
transactions that occurred in the market place. As we aggregate 
our disclosures by counterparty, the underiying transactions for a 
given counterparty may be a combination of exchange-traded 
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derivatives and values based on other sources. Instruments in this 
category include shorter tenor exchange-traded and non-
exchange-traded derivatives such as OTC fonwards and options 
and retirement plan assets. 

Level 3 Pricing inputs include significant inputs that are generally 
less observable from objective sources. These inputs may be used 
with internally developed methodologies that result in management's 
best estimate of fair value. Level 3 instruments include those that 
may be more structured or othenwise tailored to customers' needs. 
Our Level 3 assets and liabilities are primarily related to our 
retirement plan assets as described in Note 4 and Note 6. However, 
we have nonretirement plan Level 3 assets and liabilities that are 
described further in Note 3, Note 4 and Note 5. Transfers into and 
out of Level 3 refiect the liquidity at the relevant natural gas trading 
locations and dates which affects the significance of unobservable 
inputs used in the valuation applied to natural gas derivatives. 
Transfers for retirement plan assets are described further in Note 4. 
We determine both transfers into and out of Level 3 using values at 
the end of the interim period in which the transfer occurred. 

The authoritative guidance related to fair value measurements 
and disclosures also includes a two-step process to determine if 
the market for a financial asset is inactive and a transaction is not 
distressed. Currently, this authoritative guidance does not affect us, 
as our derivative instruments are traded in active markets. 

Derivative Instruments 

Fair Value Hierarchy As required by the authoritative guidance, 
derivative assets and liabilities are classified in their entirety based 
on the lowest level of input that is significant to the fair value 
measurement. Our assessment of the significance of a particular 
input to the fair value measurement requires judgment, and may 
affect the valuation of fair value assets and liabilities and their 
placement within the fair value hierarchy levels. The determination 
of the fair values incorporates various factors required under the 
guidance. These factors include not only the credit standing of the 
counterparties involved and the impact of credit enhancements 
(such as cash deposits, letters of credit and priority interests), but 
also the impact of our nonperformance risk on our liabilities. To 
mitigate the risk that a counterparty to a derivative instrument 
defaults on settlement or otherwise fails to perform under 
contractual terms, we have established procedures to monitor the 
creditworthiness of counterparties, seek guarantees or collateral 
back-up in the form of cash or letters of credit and, in most 
instances, enter into netting arrangements. See Note 4 for additional 
fair value disclosures. 

Netting of Cash Collateral and Derivative Assets and 
Liabilities under Master Netting Arrangements We maintain 
accounts with brokers to facilitate financial derivative transactions 
in support of our energy marketing and risk management activities. 

Based on the value of our positions in these accounts and the 
associated margin requirements, we may be required to deposit 
cash into these broker accounts. 

Under authoritative guidance related to derivatives and 
hedging we have elected to net derivative assets and liabilities 
under master netting arrangements. With that election, we are also 
required to offset, on our Consolidated Statements of Financial 
Position cash collateral held in our broker accounts with the 
associated fair value of the instruments in the accounts. See Note 5 
for additional information about our cash collateral. 

Natural Gas Derivative Instruments 

The fair value of natural gas derivative instruments we use to 
manage exposures arising from changing natural gas prices 
refiects the estimated amounts that we would receive or pay to 
terminate or close the contracts at the reporting date, taking into 
account the current unrealized gains or losses on open contracts. 
We use external market quotes and indices to value substantially 
all of our derivative instruments. See Note 5 for additional 
derivative disclosures. 

Distribution Operations Nicor Gas, subject to review by the 
Illinois Commission, and Elizabethtown Gas, in accordance with a 
directive from the New Jersey BPU, enter into derivative instruments 
to hedge the impact of market fiuctuations in natural gas prices. In 
accordance with the authoritative guidance related to derivatives 
and hedging, such derivative transactions are accounted for at fair 
value each reporting period in our Consolidated Statements of 
Financial Position. In accordance with regulatory requirements 
realized gains and losses related to these derivatives are reflected 
in natural gas costs and ultimately included in billings to customers. 
Thus, hedge accounting Is not elected and, in accordance with 
accounting guidance pertaining to rate-regulated entities, unrealized 
changes in the fair value of these derivative instruments are deferred 
or accrued as regulatory assets or liabilities. 

Nicor Gas also enters into swap agreements to reduce the 
earnings volatility of certain forecasted operating costs arising from 
fluctuations in natural gas prices, such as the purchase of natural 
gas for use in its operations. These derivative instruments are 
carried at fair value. To the extent hedge accounting is not elected, 
changes in such fair values are immediately recorded in the current 
period as operation and maintenance expense. 

Retail Operations We have designated a portion of these 
derivative instruments, consisting of financial swaps to manage the 
risk associated with forecasted natural gas purchases and sales, as 
cash flow hedges under the authoritative guidance related to 
derivatives and hedging. We record derivative gains or losses 
arising from cash flow hedges in OCI and reclassify them into 
earnings in the same period as the setflement of the underlying 
hedged item. 
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We currently have minimal hedge ineffectiveness defined as 
when the gains or losses on the hedging instrument do not offset 
the losses or gains on the hedged item. This cash fiow hedge 
ineffectiveness is recorded in cost of goods sold in our Consolidated 
Statements of Income in the period in which it occurs. We have not 
designated the remainder of our derivative instruments as hedges 
under the authoritative guidance related to derivatives and hedging 
and, accordingly, we record changes in the fair value of such 
instruments within cost of goods sold in our Consolidated 
Statements of Income In the period of change. 

We enter into weather derivative contracts as economic 
hedges of operating margins In the event of warmer-than-normal 
weather in the Heating Season. We account for these contracts 
using the intrinsic value method under the authoritative guidance 
related to financial instruments. These weather derivative 
instruments do not qualify for accounting hedge designation and 
changes in value are reflected in cost of goods sold on our 
Consolidated Statements of Income. 

Wholesale Services We purchase natural gas for storage when 
the difference in the current market price we pay to buy and 
transport natural gas plus the cost to store the natural gas is less 
than the market price we can receive in the future, resulting in a 
positive net operating margin. We use NYMEX futures contracts 
and other OTC derivatives to sell natural gas at that future price to 
substantially lock in the operating margin we will ultimately realize 
when the stored natural gas is sold. These futures contracts meet 
the definition of derivatives under the authoritative guidance related 
to derivatives and hedging and are accounted for at fair value in our 
Consolidated Statements of Financial Position, with changes in fair 
value recorded in our Consolidated Statements of Income in the 
period of change. These futures contracts are not designated as 
hedges as may be permitted under the guidance. 

The purchase, transportation, storage and sale of natural gas 
are accounted for on a weighted average cost or accrual basis, as 
appropriate, rather than on the fair value basis we utilize for the 
derivatives used to mitigate the natural gas price risk associated 
with our storage portfolio. This difference in accounting can result 
in volatility in our reported earnings, even though the economic 
margin is essentially unchanged from the date the transactions 
were consummated. 

Midstream Operations During the construction of the storage 
caverns. Golden Triangle Storage uses derivative instruments to 
reduce its exposure to the risk of changes in the price of natural gas 
that will be purchased in future periods for pad gas. 

Golden Triangle Storage's derivative instruments have been 
used to economically hedge operational purchases and sales and 
do not qualify as cash flow hedges. The pad gas is considered to 
be a component of the storage cavern's construction costs; as a 
result, any derivative gains or losses arising from the cash fiow 
hedges will remain in accumulated OCI until the pad gas is sold. 

which will not occur until the storage caverns are decommissioned. 
The fair value of these derivative instruments currently have minimal 
hedge ineffectiveness which is recorded in cost of goods sold in our 
Consolidated Statements of Income in the period in which it occurs. 
Golden Triangle Storage began entering into these derivative 
transactions during 2009. 

Debt 

We estimate the fair value of debt using a discounted cash fiow 
technique that incorporates a market interest yield curve with 
adjustments for duration, optionality and risk profile. In determining 
the market interest yield curve, we consider our currently assigned 
ratings for unsecured debt and the secured rating for the Nicor Gas 
first mortgage bonds. 

Property, Plant and Equipment 

A summary of our PP&E by classification as of December 31, 2011 
and 2010 is provided in the following table. 

2010 

Transmission and distribution 
Shipping vessels and containers 
Storage 
Other 
Construction work in progress 

Total gross PP&E 
Less accumulated depreciation 

Total net PP&E 

$7,579 
146 
931 
747 
376 

9,779 
1,879 

$7,900 

$4,955 
n/a 
580 
484 
247 

6,266 
1,861 

$4,405 

Distribution Operations PP&E consists of property and 
equipment that is in use, being held for future use and under 
construction. We report PP&E at its original cost, which includes: 

• material and labor 
• contractor costs 
• construction overhead costs 
• an allowance for funds used during construction (AFUDC) which 

represents the estimated cost of funds, from both debt and 
equity sources, used to finance the construction of major projects 
and is capitalized in rate base for ratemaking purposes when the 
completed projects are placed in service 

• Nicor Gas' pad gas — the portion considered to be non-
recoverable is recorded as depreciable PP&E while the 
portion considered to be recoverable is recorded as non
depreciable PP&E 

We recognize no gains or losses on depreciable utility property 
that is retired or otherwise disposed, as required under the 
composite depreciation method. Such gains and losses are 
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ultimately refunded to or recovered from customers through future 
rate adjustments. 

Retail Operations, Wholesale Services, Midstream 
Operations, Cargo Shipping and Other PP&E includes 
property that is in use and under construction, and we report it at 
cost. We record a gain or loss for retired or othenA/ise disposed-of 
property. Natural gas in salt-dome storage at Jefferson Island and 
Golden Triangle Storage that is retained as pad gas is classified as 
non-depreciable PP&E and is valued at cost. Central Valley has 
two types of pad gas in its reservoir storage facility. The first is non
depreciable PP&E, which is valued at cost, and the second is 
non-recoverable to which we have no contractual ownership. 

Depreciation Expense 

We compute depreciation expense for distribution operations by 
applying composite, straight-line rates (approved by the state 
regulatory agencies) to the investment in depreciable property. 
More information on our rates used and the rate method is provided 
in the following table. 

2011 2010 2009 

Atlanta Gas Light"' 
Chattanooga Gas'" 
Elizabethtown Gas'" 
Elkton Gas'" 
Florida City Gas"" 
Nicor Gas'" 
Virginia Natural Gas"' 
'̂ 'Average composite straight-line depreciation rates for depreciable property, excluding 

transportation equipment 

'"'Composite straight-line depreciation rates 

We compute depreciation expense on a straight-line basis 
over the following estimated useful lives of the assets. 

2.6% 
2.5% 
2.5% 
2.4% 
3.9% 
4.1% 
2.5% 

2.5% 
2.8% 
2.4% 
2.3% 
3.7% 
n/a 
3.0% 

2.5% 
3.4% 
3.1% 
2.1% 
3.9% 
n/a 
2.6% 

in years 

Transportation equipment'" 
Cargo shipping - vessels 
Cargo shipping - freight equipment and 

freight handling equipment 
Storage caverns 
Other 

Estimated useful life 

5-10 
20-25 

8-18 
40 

up to 40 
'"May be depreciated In excess of useful life and recovered in rates. 

AFUDC and Capitalized Interest 

Four of our utilities are authorized by applicable state regulatory 
agencies or legislatures to capitalize the cost of debt and equity 
funds as part of the cost of construction projects In our Consolidated 
Statements of Financial Position. Nicor Gas does not have 

8.10% 
7.41% 
0.53% 
7.38% 

$6 

8.10% 
7.41% 
0.40% 

— 
$3 

8.53% 
7.89% 
0.41 % 
9.24% 
$13 

authorized AFUDC rates, but rather capitalizes AFUDC at the 
current actual cost of debt. The capital expenditures of our two 
other utilities do not qualify for AFUDC treatment. More information 
on our authorized AFUDC rates is provided in the following table. 

2011 2010 2009 

Atlanta Gas Ughf" 
Chattanooga Gas"° 
Elizabethtown Gas"" 
Virginia Natural Gas"' 
AFUDC (in millions)'°' 
"I New rate as of November 1, 2010, 

121 New rate as of June 1. 2010. 

'̂ 'Variable rate is determined by FERC method of AFUDC accounting. 

''"Approved only for Hampton Roads construction project which ended in 2009. Virginia Natural 

Gas received no AFUDC interest for 2010 or 2011. 

''''Expense recorded in the Consofldated Statements of Income. 

Within our midstream operations segment, we have recorded 
capitalized interest as part of the cost of the Golden Triangle Storage 
and Central Valley construction projects in our Consolidated 
Statements of Financial Position, and within interest expense in our 
Consolidated Statements of Income, in the amounts of $1 million in 
2011, $5 million in 2010 and $3 million In 2009. 

Goodwill and intangible Assets 

Goodwill is the excess of the purchase price over the fair value of 
identiflable net assets acquired in business combinations. The fair 
values assigned to the trade name and customer relationship 
intangible assets at Nicor's unregulated operations were determined 
using a combination of the cost savings, the multi-period excess 
earnings and the relief-from-royalty approaches. 

In accordance with the authoritative guidance, we evaluate our 
goodwill balances for impairment on an annual basis or more 
frequently if impairment indicators arise. These indicators include, 
but are not limited to, a signiflcant change in operating performance, 
the business climate, legal or regulatory factors, or a planned sale or 
disposition of a significant portion of the business. We test goodwill 
impairment utilizing a fair value approach at a reporting-unit level 
which generally equates to our operating segments as discussed in 
Note 13. An impairment charge is recognized if the carrying value of 
a reporting unit's goodwill exceeds its implied fair value. See Note 3 
for a rollforward of total goodwill by operating segment. 

Our goodwill impairment analysis for the years ended 
December 31, 2011 and 2010 was performed during the fourth 
quarter of each year and indicated that the fair value of each 
reporting unit is substantially in excess of carrying value, and the 
reporting units are not at risk of failing Step 1 of the impairment 
evaluation. As a result, we did not recognize any goodwill 
impairment charges. 

In accordance with the authoritative guidance, we amortize 
intangible assets over their useful lives. These assets are reviewed 
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for impalnnent when indicators arise, at which time we assess the 
recoverabillty of such assets by determining whether the carrying 
value will be recovered through expected future cash flows. In the 
event the sum of the expected future cash flows resulting from the 
use of the asset is less than the carrying value of the asset, an 
impairment loss equal to the excess of the asset's carrying value 
over its fair value is recorded. No impairment has been recognized. 
We currently have no material indeflnite lived intangible assets. 

Taxes 

The reporting of our assets and liabilities for financial accounting 
purposes differs from the reporting for income tax purposes. The 
principal differences between net income and taxable income relate 
to the timing of deductions, primarily due to the benefits of tax 
depreciation since we generally depreciate assets for tax purposes 
over a shorter period of time than for book purposes. The 
determination of our provision for income taxes requires significant 
judgment, the use of estimates, and the interpretation and 
application of complex tax laws. Significant judgment is required in 
assessing the timing and amounts of deductible and taxable items. 
We report the tax effects of depreciation and other differences in 
those items as deferred income tax assets or liabilities in our 
Consolidated Statements of Financial Position in accordance with 
authoritative guidance related to income taxes. 

Income Taxes We have two categories of income taxes in our 
Consolidated Statements of Income: current and deferred. Current 
income tax expense consists of federal and state income tax less 
applicable tax credits related to the current year. Deferred income 
tax expense generally is equal to the changes in the deferred 
income tax liability and regulatory tax liability during the year. 

Investment and Other Tax Credits Deferred investment tax 
credits associated with distribution operations are included as a 
regulatory liability in our Consolidated Statements of Financial 
Position. These investment tax credits are being amortized over the 
estimated life of the related properties as credits to income in 
accordance with regulatory requirements. 

Accumulated Deferred Income Tax Assets and Liabilities As 
noted above, we report some of our assets and liabilities differently 
for financial accounting purposes than we do for income tax 
purposes. We report the tax effects of the differences in those items 
as deferred income tax assets or llabilities in our Consolidated 
Statements of Financial Position. We measure these deferred 
income tax assets and liabilities using enacted income tax rates. 

Regulatory Income Tax Liability For our regulated utilities we 
also measure deferred income tax assets and liabilities using 
enacted income tax rates. Thus, when the statutory income tax rate 
declines before a temporary difference has fully reversed, the 

deferred income tax liability must be reduced to reflect the newly 
enacted income tax rates. In accordance with authoritative 
guidance related to rate-regulated entities, the amount of such a 
reduction is transferred to our regulatory income tax liability, which 
we are amortizing over the lives of the related properties as the 
temporary difference reverses or approximately 30 years. 

A deferred income tax liability is not recorded on undistributed 
foreign earnings that are expected to be indefinitely reinvested 
offshore. We consider, among other factors, actual cash investments 
offshore as well as projected cash requirements in making this 
determination. Changes in our investment or repatriation plans or 
circumstances could result in a different deferred income tax liability. 

Tax Benefits The authoritative guidance related to income taxes 
requires us to determine whether tax benefits claimed or expected 
to be claimed on our tax return should be recorded in our 
consolidated financial statements. Under this guidance, we may 
recognize the tax benefit from an uncertain tax position only if it is 
more likely than not that the tax position will be sustained on 
examination by the taxing authorities, based on the technical merits 
of the position. The tax benefits recognized in the financial 
statements from such a position should be measured based on the 
largest benefit that has a greater than 50%o likelihood of being 
realized upon ultimate settlement. This guidance also addresses 
derecognition, classification, interest and penalties on income 
taxes, and accounting in interim periods. 

Uncertain Tax Positions We recognize accrued interest related 
to uncertain tax positions in interest expense and penalties In 
operating expense in the Consolidated Statements of Income. 
As of December 31, 2011, we did not have a liability recorded 
for payment of interest and penalties associated with uncertain 
tax positions. 

Tax Collections We do not collect income taxes from our 
customers on behalf of governmental authorities. We collect and 
remit various taxes on behalf of various governmental authorities. 
We record these amounts in our Consolidated Statements of 
Financial Position. In other instances, we are allowed to recover 
from customers other taxes that are imposed upon us. We record 
such taxes as operating expense and record the corresponding 
customer charges as revenue. These taxes were immaterial for all 
periods presented. 

Revenues 

Distribution operations We record revenues when services are 
provided to customers. Those revenues are based on rates 
approved by the state regulatory commissions of our utilities. 

As required by the Georgia Commission, in July 1998, Atlanta 
Gas Light began billing Marketers in equal monthly installments for 
each residential, commercial and industrial customer's distribution 
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costs. As required by the Georgia Commission, effective February 1, 
2001, Atlanta Gas Light implemented a seasonal rate design for the 
calculation of each residential customer's annual straight-flxed-
variable (SFV) capacity charge, which is billed to Marketers and 
reflects the historic volumetric usage pattern for the entire residential 
class. Generally, this change results in residential customers being 
billed by Marketers for a higher capacity charge in the winter months 
and a lower charge in the summer months. This requirement has an 
operating cash fiow impact but does not change revenue recognition. 
As a result, Atlanta Gas Light continues to recognize its residential 
SFV capacity revenues for financial reporting purposes in equal 
monthly installments. 

All of our utilities, with the exception of Atlanta Gas Light, have 
rate structures which Include volumetric rate designs that allow 
recovery of costs through gas usage. Revenues from sales and 
transportation services are recognized in the same period in which 
the related volumes are delivered to customers. Revenues from 
residential and certain commercial and industrial customers are 
recognized on the basis of scheduled meter readings. Additionally 
revenues are recorded for estimated deliveries of gas not yet billed 
to these customers, from the last bill date to the end of the 
accounting period. These are included In the Consolidated 
Statements of Financial Position as unbilled revenue. For other 
commercial and industrial customers and all wholesale customers, 
revenues are based on actual deliveries to the end of the period. 

The tariffs for Virginia Natural Gas, Elizabethtown Gas and 
Chattanooga Gas contain WNA's that partially mitigate the impact of 
unusually cold or warm weather on customer billings and operating 
margin. The WNA's purpose is to reduce the effect of weather on 
customer bills by reducing bills when winter weather Is colder than 
normal and increasing bills when weather is warmer than normal. In 
addition, the tariffs for Chattanooga Gas and Elkton Gas contain 
revenue normalization mechanisms that mitigate the impact of 
conservation and declining customer usage. 

Retail operations Revenues from sales and transportation 
services are recognized in the same period in which the related 
volumes are delivered to customers. Sales revenues from residential 
and certain commercial and industrial customers are recognized on 
the basis of scheduled meter readings. In addition, revenues are 
recorded for estimated deliveries of gas not yet billed to these 
customers, from the most recent meter reading date to the end of 
the accounting period. These are included in the Consolidated 
Statements of Financial Position as unbilled revenue, For other 
commercial and industrial customers and all wholesale customers, 
revenues are based on actual deliveries during the period. 

We recognize revenue on 12-month utility-bill management 
contracts as the lesser of cumulative earned or cumulative billed 
amounts. We recognize revenue for warranty and repair contracts 
on a straight-line basis over the contract term. Revenue for 
maintenance services is recognized at the time such services 
are performed. 

Wholesale services We record wholesale services' revenues 
when services are provided to customers. Profits from sales 
between segments are eliminated in the other segment and are 
recognized as goods or services sold to end-use customers. 
Transactions that qualify as derivatives under authoritative guidance 
related to derivatives and hedging are recorded at fair value with 
changes in fair value recognized in earnings in the period of change 
and characterized as unrealized gains or losses. Gains and losses 
on derivatives held for energy trading purposes are required to be 
presented net in revenue. 

Midstream operations We record operating revenues at Jefferson 
Island and Golden Triangle Storage in the period in which actual 
volumes are transported and storage services are provided. The 
majority of our storage services are covered under medium to long-
term contracts at fixed market-based rates. We recognize our park 
and loan revenues ratably over the life of the contract. 

Cargo shipping Revenues and related delivery costs are 
recognized at the time vessels depart from port. Insurance 
premiums are recognized when the vessel carrying the insured 
cargo reaches its port of destination and the insured cargo is 
released to the consignee. The portion of premiums not earned at 
the end of the year is recorded as unearned premiums. 

Cost of Goods Sold 

Excluding Atlanta Gas Light, we charge our utility customers for 
natural gas consumed using natural gas cost recovery mechanisms 
set by the state regulatory agencies. Under these mechanisms, all 
prudently incurred natural gas costs are passed through to 
customers without markup, subject to regulatory review. Therefore, 
in accordance with the authoritative guidance for rate-regulated 
entities, we defer or accrue (that is, include as an asset or liability in 
the Consolidated Statements of Financial Position and exclude from 
or include in the Statements of Consolidated Income, respectively) 
the difference between the actual cost of goods sold incurred and 
the amount of commodity revenue earned in a given period, such 
that no operating margin is recognized related to these costs. The 
deferred or accrued amount is either billed or refunded to our 
customers prospectively through adjustments to the commodity 
rate. Deferred natural gas costs are reflected as regulatory assets 
identified as recoverable natural gas costs, and accrued natural gas 
costs are reflected as regulatory liabilities which are identified as 
accrued natural gas costs within our Consolidated Statements of 
Financial Position. For more information, see "Regulatory Assets 
and Liabilities" in Note 2. 

Our retail operations customers are charged for natural gas 
consumed. We also include within our cost of goods sold costs of 
fuel and lost and unaccounted for gas, adjustments to reduce the 
value of our inventories to market value and for gains and losses 
associated with certain derivatives. 
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Repair and Maintenance Expense 

We record expense for repair and maintenance costs as incurred. 
This includes expenses for planned major maintenance, such as 
dry-docking the vessels owned by our cargo shipping business. 

Operating Leases 

We have certain operating leases with provisions for step rent or 
escalation payments and certain lease concessions. We account 
for these leases by recognizing the future minimum lease payments 
on a straight-line basis over the respective minimum lease terms, in 
accordance with authoritative guidance related to leases. This 
accounting treatment does not affect the future annual operating 
lease cash obligations. For more information, see "Commitments, 
Guarantees and Contingencies" in Note 11. 

performance units currently earned under the plan ultimately vest 
and if stock options currently exercisable at prices below the average 
market prices are exercised: 

In millions (except per share amounts) 2011 2010 2009 

Net income attributable to 
AGL Resources Inc. 

Denominator: 
Basic weighted-average number 
of shares outstanding"' 

Efl'ect of dilutive securities 
Diluted weighted-average number 
of shares outstanding 

Basic and diluted earnings per share 
Basic 
Diluted 

$172 

80.4 
0.5 

80.9 

$2.14 
$2.12 

$234 

77.4 
0.4 

77.8 

$3.02 
$3.00 

$222 

76.8 
0.3 

77.1 

$2.89 
$2.88 

'' Dally welgfited average shares outstanding. 

Earnings Per Common Share 

We compute basic earnings per common share attributable to AGL 
Resources Inc. common shareholders by dividing our income 
attributable to AGL Resources Inc. by the daily weighted average 
number of common shares outstanding. Diluted earnings per 
common share attributable to AGL Resources Inc. common 
shareholders reflect the potential reduction in earnings per common 
share attributable to AGL Resources Inc. common shareholders 
that could occur when potentially dilutive common shares are 
added to common shares outstanding. The increase in weighted 
average shares is due to the issuance of 38.2 million shares in 
connection with the Nicor merger on December 9, 2011. The effect 
of the additional shares was reduced as the shares were only 
outstanding for 22 days. We had 117.0 million shares outstanding 
as of December 31, 2011. 

We derive our potentially dilutive common shares by calculating 
the number of shares Issuable under restricted stock, restricted 
stock units and stock options. The vesting of shares of the restricted 
stock and restricted stock units depends on the satisfaction of 
certain performance criteria. The fijture issuance of shares underlying 
the outstanding stock options depends on whether the exercise 
prices of the stock options are less than the average market price of 
the common shares for the respective periods. The following table 
shows the calculation of our diluted shares attributable to AGL 
Resources Inc. common shareholders for the periods presented, if 

The following table contains the weighted average shares 
attributable to outstanding stock options that were excluded from 
the computation of diluted earnings per common share attributable 
to AGL Resources Inc. because their effect would have been anti-
dilutlve, as the exercise prices were greater than the average 
market price: 

2011 

December 3f, 

2010 2009 

Twelve months ended 0.8 2.0 

The decrease in the number of shares that were excluded from 
the computation for the year ended December 31, 2011 and 2010 
is the result of an increase In the average market value of our 
common shares for the years ended December 31, 2011 compared 
to 2010 and 2009. 

Regulatory Assets and Liabilities 

We account for the flnancial effects of regulation in accordance with 
authoritative guidance related to regulated entities whose rates are 
designed to recover the costs of providing service. In accordance 
with this guidance, incurred costs and estimated future expenditures 
that would OthenA/ise be charged to expense in the current period 
are capitalized as regulatory assets when it is probable that such 
costs or expenditures will be recovered in rates in the future. 
Similariy, we recognize regulatory liabilities when It is probable that 
regulators will require customer refunds through future rates or 
when revenue is collected from customers for expenditures that 
have not yet been incurred. Generally, regulatory assets are 
amortized into expense and regulatory liabilities are amortized Into 
Income over the period authorized by the regulatory commissions. 
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Our regulatory assets and liabilities and associated assets and 
liabilities as of December 31, are summarized in the following table. 

December 31, 

2011 2010 

Regulatory assets - current 
Recoverable regulatory infi-astructure 
program costs 

Recoverable ERC 
Recoverable seasonal rates 
Recoverable retirement benefit costs 
Other 
Total regulatory assets - current 
Regulatory assets - long-term 
Recoverable regulatory infrastructure 
program costs 

Recoverable retirement benefit costs 
Recoverable ERC 
Unamortized losses on reacquired debt 
Other 
Total regulatory assets - long-term 

Total regulatory assets 
Regulatory liabilities - current 
Accumulated removal costs 
Accrued natural gas costs 
Bad debt rider 
Other 
Total regulatory liabilities - current 
Regulatory liabilities - long-term 
Accumulated removal costs 
Regulatory income tax liability 
Bad debt rider 
Unamortized investment tax credit 
Other 
Total regulatory liabilities - long-term 

Total regulatory liabilities 

$ 48 
7 

10 
29 
37 

131 

305 
262 
351 

21 
140 

1,079 
$1,210 

$ 14 
53 
30 
15 

112 

1,321 
27 
14 
32 
11 

1,405 
$1,517 

$ 48 
7 

11 
— 
26 
92 

244 
9 

164 
11 
25 

453 
$545 

$ -
23 
— 
8 

31 

182 
15 
— 
12 
16 

225 
$256 

The increase of $665 million in regulatory assets includes 
$545 million related to the addition of Nicor Gas' regulatory 
assets and the increase of $1,261 million in regulatory llabilities 
includes $1,330 million related to the addition of Nicor Gas' 
regulatory liabilities. 

Our regulatory assets are probable or recovery specifically 
authorized by a state regulatory commission. Base rates are 
designed to provide both a recovery of cost and a return on 
investment during the period rates are in effect. As such, all of our 
regulatory assets recoverable through base rates are subject to 
review by the respective state regulatory commission during future 
rate proceedings. We are not aware of any evidence that these 
costs will not be recoverable through either rate riders or base 
rates, and we believe that we will be able to recover such costs, 
consistent with our historical recoveries. In the event that the 
provisions of authoritative guidance related to regulated operations 

were no longer applicable, we would recognize a write-off of 
regulatory assets that would result in a charge to net income, and 
be classified as an extraordinary item. 

Additionally, while some regulatory liabilities would be written-
off, others would continue to be recorded as liabilities but not as 
regulatory liabilities. Although the natural gas distribution industry is 
competing with alternative fuels, primarily electricity, our utility 
operations continue to recover their costs through cost-based rates 
established by the state regulatory commissions. As a result, we 
believe that the accounting prescribed under the guidance remains 
appropriate. It is also our opinion that all regulatory assets are 
recoverable in future rate proceedings, and therefore we have not 
recorded any regulatory assets that are recoverable but are not yet 
included In base rates or contemplated in a rate rider. The regulatory 
liabilities that do not represent revenue collected from customers 
for expenditures that have not yet been incurred are refunded to 
ratepayers through a rate rider or base rates. If the regulatory liability 
is included in base rates, the amount is reflected as a reduction to 
the rate base in setting rates. 

The majority of our regulatory assets listed in the preceding 
table are included in base rates except for the recoverable regulatory 
infrastructure program costs, recoverable ERG, the bad debt rider 
and accrued natural gas costs, which are recovered through 
speciflc rate riders on a dollar-for-dollar basis. The rate riders that 
authorize the recovery of regulatory infrastructure program costs 
and natural gas costs include both a recovery of cost and a return 
on investment during the recovery period. Nicor Gas' rate riders for 
environmental costs and energy efficiency costs also provide a 
return on investment during the period of recovery. However, there 
is no interest associated with the under or over collections of bad 
debt expense. 

The Illinois Commission presently does not allow Nicor Gas the 
opportunity to earn a return on its recoverable retirement benefit 
costs. Such costs are expected to be recovered over a period of 9 
to 11 years. The regulatory assets related to debt are also not 
included in rate base, but the costs are recovered over the term of 
the debt through the authorized rate of return component of 
base rates. 

Environmental Remediation Costs Our ERC liabilities are 
estimates of future remediation costs for investigation and clean up 
of our former operating sites that are contaminated. Our estimates 
are based on probabilistic models of potential costs, on an 
undiscounted basis. As cleanup options and plans mature and 
cleanup contracts are entered into, we are able to provide 
conventional engineering estimates of the likely costs of remediation 
at our former sites. These estimates contain various engineering 
uncertainties, but we continuously attempt to refine and update 
them. These liabilities do not include other potential expenses, such 
as unasserted property damage claims, personal injury or natural 
resource damage claims, unbudgeted legal expenses or other 
costs for which we may be held liable but for which we cannot 
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reasonably estimate an amount. However, we have not yet 
performed these probabilistic models for all of our sites in Illinois, 
which will be completed in 2012. 

Our paid and accrued ERCs are deferred In a corresponding 
regulatory asset until the costs are recovered from customers. We 
primarily recover these deferred costs through three rate riders that 
authorize dollar-for-dollar recovery. The ERC rate rider for Atlanta 
Gas Light only allows for recovery of the costs incurred over the 
subsequent five-year period. ERC associated with the investigation 
and remediation of Nicor Gas and Elizabethtown Gas remediation 
sites located in the states of Illinois and New Jersey are recovered 
under remediation adjustment clauses that include carrying cost on 
unrecovered expenditures. For more information on our ERC 
liabilities, see Note 11. 

Bad Debt Rider Nicor Gas' bad debt rider provides for the 
recovery from (or refund to) customers of the difference between 
Nicor Gas' actual bad debt experience on an annual basis and the 
benchmark bad debt expense included in its rates for the 
respective year. The benchmark, against which 2011 actual bad 
debt experience is compared, is approximately $63 million. Nicor 
Gas' actual 2011 bad debt expense was $31 million, resulting in a 
refund to customers of $32 million which will be refunded between 
June 2012 and May 2013. The prior year's bad debt rider is 
recorded within operating expenses on our Consolidated 
Statements of Income and the over, or under, recovery is recorded 
as a regulatory asset or liability on our Consolidated Statements of 
Financial Position. 

Other Regulatory Assets and Liabilities Our recoverable 
retirement beneflt plan costs are recoverable through base rates 
over the next 2 to 21 years based on the remaining recovery period 
as designated by the applicable state regulatory commissions. 
Recoverable seasonal rates reflect the difference between the 
recognition of a portion of Atlanta Gas Light's residential base rates 
revenues on a straight-line basis as compared to the collection of 
the revenues over a seasonal pattern. These amounts are fully 
recoverable through base rates within one year. 

Accumulated Removal Costs In accordance with regulatory 
treatment, our depreciation rates are comprised of two cost 
components - historical cost, net of estimated salvage, and the 
estimated cost of removal, or retirement, of certain regulated 
properties. We collect these costs in base rates through straight-
line depreciation expense, with a corresponding credit to 
accumulated depreciation. Because the accumulated estimated 
removal costs meet the requirements of authoritative guidance 
related to regulated operations, we have accounted for them as a 
regulatory liability and have reclassified them from accumulated 
depreciation to accumulated removal costs in our Consolidated 
Statements of Financial Position. In the rate setting process, the 
liability for these accumulated removal costs are treated as a 

reduction to the net rate base upon which our regulated utilities 
have the opportunity to earn their allowed rate of return. Our 
accumulated removal costs increased $1.1 billion from 
December 31, 2010, principally related to Nicor Gas. 

Regulatory Infrastructure Programs By order of the Georgia 
Commission (through a joint stipulation and a subsequent 
settlement agreement between Atlanta Gas Light and the Georgia 
Commission), Atlanta Gas Light began a pipeline replacement 
program to replace all bare steel and cast iron pipe in its system by 
December 2013. If Atlanta Gas Light does not perform in 
accordance with this order, it will be assessed certain 
nonperformance penalties. As of 2011, we have completed the 
replacement of all our cast iron pipes, and the remaining 
replacements are on schedule. 

The order provides for recovery of all prudent costs incurred In 
the performance of the program, which Atlanta Gas Light has 
recorded as a regulatory asset. Atlanta Gas Light will recover from 
end-use customers, through billings to Marketers, the costs related 
to the program net of any cost savings from the program. All such 
amounts will be recovered through a combination of straight-fixed-
variable rates and a pipeline replacement revenue rider. The 
regulatory asset has two components: 

• the costs incurred to date that have not yet been recovered 
through the rate rider 

• the future expected costs to be recovered through the rate rider 

Atlanta Gas Light has recorded a current regulatory asset of 
$48 million, which represents the expected future collection of both 
expenditures already incurred and expected future capital 
expenditures to be incurred through the remainder of the program. 
Atlanta Gas Light has also recorded a non-current asset of 
$305 million, which represents the expected amount to be collected 
from customers over the next 12 months. The amounts recovered 
from the pipeline replacement revenue rider during the last 
three years were: 

• $48 million In 2011 
• $45 million in 2010 
• $41 million in 2009 

As of December 31, 2011, Atlanta Gas Light had recorded a 
current liability of $131 million representing expected program 
expenditures for the next 12 months and a noncurrent liability of 
$145 million, representing expected program expenditures through 
the end of the program in 2013. 

Atlanta Gas Light capitalizes and depreciates the capital 
expenditure costs incurred from the pipeline replacement program 
over the life of the assets. Operation and maintenance costs are 
expensed as incurred. Recoveries, which are recorded as revenue, 
are based on a formula that allows Atlanta Gas Light to recover 
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operation and maintenance costs in excess of those included in its 
current base rates, depreciation expense and an allowed rate of 
return on capital expenditures. In the near term, the primary financial 
impact to Atlanta Gas Light from the pipeline replacement program 
is reduced cash fiow from operating and investing activities, as the 
timing related to cost recovery does not match the timing of when 
costs are incurred. However, Atlanta Gas Light is allowed the 
recovery of carrying costs on the under-recovered balance resulting 
from the timing difference. 

The Georgia Commission has also approved Atlanta Gas 
Light's STRIDE program, which is comprised of the ongoing 
pipeline replacement program, the new Integrated System 
Reinforcement Program (i-SRP) and the new Integrated Customer 
Growth Program (1-CGP). The purpose of the i-SRP is to upgrade 
Atlanta Gas Light's distribution system and liquefied natural gas 
facilities in Georgia, improve its system reliability and operational 
flexibility, and create a platform to meet long-term forecasted 
grov\/th. Atlanta Gas Light will be required to file an updated ten-
year forecast of Infrastructure requirements under the i-SRP along 
with a new three-year construction plan every three years for review 
and approval by the Georgia Commission. 

Under i-CGP, the Georgia Commission authorized Atlanta Gas 
Light to extend its pipeline facilities to serve customers without 
pipeline access and create new economic development 
opportunities in Georgia. The i-CGP was approved as a three-year 
pilot program under STRIDE, and all related costs will be recovered 
through a surcharge. 

In 2009, the New Jersey BPU approved an enhanced 
infrastructure program for Elizabethtown Gas, which was created in 
response to the New Jersey Governor's request for utilities to assist 
in the economic recovery by increasing infrastructure investments. 
In May 2011, the New Jersey BPU approved Elizabethtown Gas' 
request to spend an additional $40 million under this program 
before the end of 2012. Costs associated with the investment in 
this program are recovered through periodic adjustments to base 
rates. We expect to file for an extension of the program in 2012. 

Accounting for Retirement Benefit Plans 

The authoritative guidance related to retirement benefits requires 
that we recognize all obligations related to defined benefit retirement 
plans and quantify the plans' funded status as an asset or a liability 
on our Consolidated Statements of Financial Position. The guidance 
further requires that we measure the plans' assets and obligations 
that determine our funded status as of the end of the fiscal year. We 
are also required to recognize as a component of OCI the changes 
in funded status that occurred during the year that are not yet 
recognized as part of net periodic benefit cost as explained in 
authoritative guidance related to retirement benefits. Because 
substantially all of its retirement costs are recoverable through base 
rates, Nicor Gas generally defers any charge or credit to a regulatory 
asset or liability until the period in which the costs are included in 

base rates, in accordance with the authoritative guidance for rate-
regulated entities. The assets of our retirement plans were 
accounted for at fair value and are classified in the fair value 
hierarchy in their entirety based on the lowest level of input that is 
significant to the fair value measurement. 

Non-Wholly Owned Entities 

We hold ownership interests in a number of business ventures with 
varying ownership structures. We evaluate all of our partnership 
interests and other variable interests to determine if each entity is a 
variable interest entity (VIE), as defined in the authoritative 
accounting guidance. If a venture is a VIE for which we are the 
primary beneficiary, we consolidate the assets, liabilities and results 
of operations of the entity. We reassess our conclusion as to 
whether an entity is a VIE upon certain occurrences which are 
deemed reconsideration events under the guidance. For entities 
that are not determined to be VIEs, we evaluate whether we have 
control or significant influence over the joint venture to determine 
the appropriate consolidation and presentation. Generally, entities 
under our control are consolidated, and entities over which we can 
exert significant influence, but do not control, are accounted for 
under the equity method of accounting. 

We have concluded that the only venture that we are required 
to consolidate as a VIE, as we are the primary beneficiary, is 
SouthStar. We recognize on our Consolidated Statements of 
Financial Position, Piedmont's share of the non-wholly owned entity 
as a separate component of equity entitled "noncontrolling interest." 
Piedmont's share of current operations is reflected In "net income 
attributable to the noncontrolling interest" on our Consolidated 
Statements of Income. The authoritative guidance has no effect on 
our calculation of basic or diluted earnings per common share 
amounts, which are based upon net income attributable to AGL 
Resources Inc. For additional information, see Note 10. 

We also invest in partnerships and limited liability companies 
that are accounted for under the equity method, but are not joint 
ventures. In accordance with the authoritative guidance, all such 
investments are required to use the equity method unless our 
Interest is so minor that there is virtually no influence over operating 
and financial policies. 

Investments accounted for under the equity method are 
included in long-term investments on our Consolidated Statements 
of Financial Position, and the equity income is recorded in equity 
investment income on our Consolidated Statements of Income and 
was immaterial for all periods presented. For additional information, 
see Note 10. 

79 AGL RESOURCES INC. 20^1 ANNUAL REPORT 



Notes to Consolidated Financial Statements 

Use of Accounting Estimates 

The preparation of our financial statements in conformity with GAAP 
requires us to make estimates and judgments that affect the 
reported amounts of assets, liabilities, revenues and expenses and 
the related disclosures. We based our estimates on historical 
experience and various other assumptions that we believe to be 
reasonable under the circumstances, and we evaluate our estimates 
on an ongoing basis. Our estimates may involve complex situations 
requiring a high degree of judgment either in the application and 
interpretation of existing literature or in the development of estimates 
that impact our financial statements. The most significant estimates 
relate to our pipeline replacement program accruals, environmental 
liability accruals, uncollectible accounts and other allowance for 
contingent losses, goodwill and intangible assets, retirement plan 
obligations, derivative and hedging activities and provisions for 
income taxes. Our actual results could differ from our estimates. 

Note 3 Merger with Nicor 

On December 9, 2011, we completed our merger with Nicor. In 
accordance with the Merger Agreement, each share of Nicor 
common stock outstanding at the Effective Date, other than shares 
cancelled and Dissenting Shares, as defined In the Merger 
Agreement, was converted into purchase consideration of (i) 0.8382 
of a share of AGL Resources common stock and (11) $21.20 in cash. 
Fractional shares were not issued in connection with the merger as 
Nicor shareholders who would have been entitled to receive a 
fraction of a share of AGL Resources common stock received cash 
settlements. Additionally, cash was paid to repurchase stock 
options and restricted stock units that were awarded for pre-merger 
services. Nicor's previous shareholders own approximately 33% of 

the combined company. The value of the consideration paid to 
Nicor shareholders was calculated as follows: 

In millions, except per sfiare price 

Nicor shares outstanding at the Effective Date 
Exchange ratio 

45.5 
0.8382 

Number of shares of AGL Resources 
common stock issued 38.2 

Volume-weighted average price of AGL Resources 
common stock on December 8, 2011 $39.90 
Cost of equity issued $1,523 

Nicor shares outstanding at the Effective Date 45.5 
Cash payment per share of Nicor common stock $21.20 
Cash paid for Nicor common shares outstanding $ 966 
Cash paid to repurchase outstanding equity awards $ 14 
Cost of debt issued ' $ 980 

Total purchase consideration $2,503 

The preliminary allocation ofthe total consideration transferred 
in the merger to the fair value of assets acquired and liabilities 
assumed includes adjustments for the fair value of Nicor's assets 
and liabilities, and was performed by a third-party independent 
valuation specialist. The preliminary allocation of the purchase price 
is presented in the following table. 

Current assets 
Property, plant and equipment 
Goodwill 
Other noncurrent assets, excluding goodwill 
Current liabilities 
Long-term debt 
Other noncurrent liabilities 

B 932 
3,202 
1,395 

791 
(1,170) 

(599) 
(2,048) 

Total purchase consideration $ 2,503 

The estimated fair values of the assets acquired and the 
liabilities assumed were determined based on the accounting 
guidance for fair value measurements under GAAP, which defines 
fair value as the price that would be received to sell an asset or paid 
to transfer a liability in an orderly transaction between market 
participants at the measurement date. The estimated fair value 
measurements assume the highest and best use of the assets by 
market participants, considering the use of the asset that Is 
physically possible, legally permissible and financially feasible at the 
measurement date. Modifications to the purchase price allocation 
may occur as a result of continuing review of the assumptions and 
estimates underiying the preliminary fair value adjustments of 
environmental site remediation and other adjustments. 
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The excess of the purchase price paid over the estimated fair values of the assets acquired and llabilities assumed was recognized as 
goodwill, which is not deductible for tax purposes. A preliminary rollfonward of total goodwill recognized by segment in our Consolidated 
Statements of Financial Position is as follows: 

in millions 

As of December 31, 2010 
Merger with Nicor 
As of December 31, 2011 

Distribution 

Operations 

$ 404 
1,182 

$1,586 

Retail 

Operations 

$ -
124 

$124 

Wholesale 

Sen/ices 

$ -
2 

$ 2 

Midstream 

Operations 

$14 
2 

$16 

Cargo 

Shipping 

$ -
77 

$77 

other 

$ -
8 

$ 8 

Consolidated 

$ 418 
1,395 

$1,813 

The preliminary valuation of the additional intangible assets 
recorded as result of the merger is as follows: 

Trade names: 
Retail Operations 
Cargo Shipping 

Customer relationships: 
Retail Operations 
Cargo Shipping 

Total 

Preliminary 

valuation 

$ 33 
15 

52 
3 

Weighted-average 

amortization period 

15 years 
15 years 

10 years 
18 years 

$103 

The fair value measurements of intangible assets were primarily 
based on significant unobservable inputs and thus represent 
Level 3 measurements as defined in accounting guidance for fair 
value measurements. 

The following table summarizes the estimated fair value of the 
acquired receivables recorded In connection with the merger: 

Nicor accounts receivable at December 9, 2011 
Cash flows not expected to be collected 

$400 
24 

Fair value of acquired receivables $376 

In connection with the merger, AGL Resources recorded 
merger transaction costs of approximately $68 million ($55 million 
net of tax) for the twelve months ended December 31, 2011, 
compared to $6 million ($4 million net of tax) for the same period in 
2010. These costs were expensed as incurred and separately 
stated in our Consolidated Statements of Income. The merger 
transaction costs recognized for the twelve months ended 
December 31, 2011 includes $34 million ($31 million net of tax) of 
change In control and other benefit payments. 

The amounts of revenue and earnings of Nicor included in our 
Consolidated Statements of Income for the period subsequent to 
the December 9, 2011 closing date are as follows: 

In millions, except per share amounts 

December f 0. 20ff-
December 31, 2011 

Total revenues 
Net income"' 
Basic earnings per common share 
Diluted earnings per common share 

$ 209 
$ (24) 
$(0.30) 
$(0.30) 

'̂ ' Includes change In control expenses of $31 million (net of taxes). 

Pro forma financial information The following unaudited 
pro forma financial information reflects our consolidated results of 
operations as if the merger with Nicor had taken place on Jarnuary 1, 
2010. The unaudited pro forma information has been calculated 
after conforming our accounting policies and adjusting Nicor's 
results to reflect the depreciation and amortization that would have 
been charged assuming fair value adjustments to property, plant 
and equipment, debt and intangible assets had been applied on 
January 1, 2010, together with the consequential tax effects. 

AGL Resources and Nicor together incurred approximately 
$86 million of costs directly related to the merger In the twelve 
months ended December 31, 2011 and $10 million for the same 
period in 2010. These expenses are excluded from the pro forma 
earnings presented below. 

The unaudited pro forma financial information has been 
presented for illustrative purposes only and is not necessarily 
indicative of results of operations that would have been achieved 
had the pro forma events taken place on the dates indicated, or the 
future consolidated results of operations of the combined company. 

In millions, except per share amounts 

12 months ended 

December 31, 
2011 2010 

Total revenues $4,715 $5,083 
Net income attributable to AGL Resources Inc. $ 313 $ 343 
Basic earnings per common share $ 2.1 $ 2.97 

Diluted earnings per common share $ 2.68 $ 2.96 
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Note 4 Fair Value Measurements 

Derivative Instruments 

The following table summarizes, by level within the fair value hierarchy, our derivative assets and liabilities that were accounted for at fair value 
on a recurring basis for the years ended December 31, 2011 and 2010. 

Natural gas derivatives 
Quoted prices in active markets (Level 1) 
Significant other observable inputs (Level 2) 
Netting of cash collateral 

December 31, 

Assets '̂ ' 

$ 38 

229 

32 

2011 

Uabilities 

${145) 

(68) 

115 

December 31 

Assets'" 

$ 22 

153 

53 

,2010 

Uabilities 

$(71) 

(29) 

52 

Total carrying value" $299 $ (98) $228 $(48) 

Interest rate derivatives 
Significant other obsen/able inputs (Level 2) $ 13 $ (13) 
"•$3 million of premium at December 31, 2011 and less than $1 million at December 31, 2010 associated with weather derivatives have been excluded as they are accounted for based on intrinsic value, 

'2'There were no material unobservable inputs (Level 3) for any of the periods presented, 

PI There were no material transfers between Level 1, Level 2, or Level 3 for any of the periods presented. 

Money Market Funds 

At December 31, 2011, we held $59 million in money market funds which are recorded at fair value and classified as Level 1 within the fair 
value hierarchy. 

Retirement benefit plans 

The target asset allocation of the Nicor Companies Pension and Retirement Plan (Nicor Gas Retirement Plan) is approximately 60% equity and 
40% fixed income. The AGL Resources Inc. Retirement Plan (AGL Retirement Plan), the Employees' Retirement Plan of NUI Corporation (NUI 
Retirement Plan), the Health and Welfare Plan for Retirees and Inactive Employees of AGL Resources Inc. (AGL Postretirement Plan) target 
asset allocations are approximately 80% equity and 20%fixed income. The plans Investments policy provides for some variation in these targets. 
The actual asset allocations of our retirement plans are presented in the following table by Level within the fair value hierarchy. 

December 31, 2011 

In millions 

Cash 

Equity Securities 

U.S. large cap" 

U.S. small cap"' 

International companies'" 

Emerging markets"' 

Fixed income securities 

Corporate bonds'" 

other types of investments 

other (or gov't/muni bonds) 

Global hedged equity'" 

Absolute return'" 

Private capital"' 

Total assets at fair value 

% of fair value hierarchy 

Level 1 

$ 13 

95 

53 

— 
— 

— 

-
-
— 
— 

$161 

2 1 % 

Pension plans^̂ * 

Level 2 Level 3 

$ - $ -

134 

25 

107 

25 

191 

28 -

- 30 

- 34 

- 25 

$510 $89 

67% 12% 

Total 

$ 13 

229 

78 

107 

25 

191 

28 

30 

34 

25 

$760 

100% 

% of total 

2% 

30% 

10% 

14% 

3% 

25% 

4% 

4% 

5% 

3% 

100% 

Level 1 

$1 

-
— 
— 
— 

— 

-
-
— 
— 
$1 

2% 

other retirement plans 

Level 2 Level 3 Total 

$ - $ - $ 1 

34 - 34 

— — — 
10 - 10 

— — — 

— — — 

16 - 16 

- - -
— — — 
_ _ _ 

$60 $ - $61 

98% - % 100% 

% of total 

2% 

56% 

- % 
16% 

- % 

- % 

26% 

- % 
- % 
- % 

100% 
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December 31, 2010 

Pension plans'f Other retirement plans 

Level 2 Level 3 Total % of total Level 2 Level 3 Total % of total 

Cash 
Equity Securities 

U.S. large cap"'' 
U.S. small cap'" 
International companies'" 
Emerging markets'" 

Fixed income securities 
Corporate bonds"" 

other types of investments 
Global hedged equity"" 
Absolute return'" 
Private capitaP' 

2% $1 

91 
51 

43 
16 

56 

91 
51 
43 
16 

26% 
15% 
12% 
4% 

56 16% 

36 

12 

15 

1 

36 
— 
12 
— 

1% 

57% 
- % 
19% 
- % 

15 

35 
30 
22 

35 
30 
22 

10% 
9% 
6% 

23% 

- % 
- % 
- % 

Total assets at fair value $149 $115 $87 $351 100% $1 $63 $- $64 100% 
% of fair value hierarchy 42% 33% 25% 100% 1% 99% -% 100% 
'"Includes $6 niillion at December 31, 2011 and S7 million at December 31, 2010 of medical benefit {health and welfare) component for 401 h accounts to fund a portion of the other retirement benefits. 

'̂> Includes funds that invest primarily in United States common stocks. 

'̂ Hncludes funds that invest primarily in foreign equity and equity-related securities. 

'''' Includes funds that invest primarily in common stocks of emerging markets. 

'̂ ''Includes funds that invest primarily in investment grade debt and fixed income securities. 

'̂ ^ includes funds that invest in limited / general partnerships, managed accounts, and other investment entities issued by non-traditional firms or "hedge funds." 

''> Includes funds that invest primarily in investment vehicles and commodity pools as a "fund of funds." 

'^'Includes funds that invest in private equity and small buyout funds, partnership investments, direct investments, secondary investments, directly / indirectly in real estate and may invest in equity securities 

of real estate related companies, real estate mortgage loans, and real-estate mezzanine loans. 

The following is a reconciliation of our retirement plan assets in Level 3 of the fair value hierarchy 

Fair value measurements using significant unobservable inputs - Level 3 

December 31, 2011'2' 

in millions Global hedged epuify 

Assets: 
Beginning balance $35 

Gains included in changes in net assets (1) 
Purchases 2 
Sales (6) 

Ending balance $30 

Absolute return 

$30 
1 
3 

— 
$34 

Private capital 

$22 
5 
1 

(3) 
$25 

Equity securities -

intemational companies 

$ -
— 
— 
— 

$ -

Total 

$87 
5 
6 

(9) 
$89 

December 31, 2010'" 

In millions Global hedged equity 

Assets: 
Beginning balance $33 

Transfers out of Level 3"' — 
Gains included in changes in net assets 2 
Purchases — 
Sales -

Ending balance $35 

Absolute return 

$26 
— 
2 

14 
(12) 

$30 

Private capital 

$13 
— 
2 
8 

(1) 
$22 

Equity securities -

international companies 

$ 5 

(4) 
— 
— 
(1) 

$ -
'̂ 'Transferred to Level 2 as a result of change in investment vehicle and pricing inputs becoming directly obsen/able. Transfers out of Level 3 are determined using values at the end of the period i 

Total 

$77 

(4) 
6 

22 
(14) 

$87 
-1 vi/hich 

the transfer occurs, 

'"There were no transfers between Level 1 and Level 2 for any of the periods presented. 
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Notes to Consolidated Financial Statements 

Debt 

Our long-term debt Is recorded at amortized cost, with the exception of Nicor Gas' first mortgage bonds, which are recorded at acquisition 
date fair value. We estimate the fair value of our debt using a discounted cash flow technique that incorporates a market interest yield curve 
with adjustments for duration, optionality and risk profile. The following table presents the amortized cost and fair value of our long-term debt 
for the following periods. 

As of December 31. 

Long-term debt amortized cost''' 
Long-term debt fair value'''' 

$3,576 
$3,938 

$1,971 
$2,122 

''December 31, 2011 includes the debt assumed in the Nicor merger with a carrying value of $500 million, as well as $15 million of medium-term notes that are due in June 2012. December 31, 2010 

includes $300 million of senior notes repaid in January 2011, 

Note 5 Derivative Instruments 

Derivative Instruments 

Our risk management activities are monitored by our Risk 
Management Committee, which consists of members of senior 
management and is charged with reviewing and enforcing our risk 
management activities and policies. Our use of derivative 
instruments, including physical transactions. Is limited to predefined 
risk tolerances associated with pre-existing or anticipated physical 
natural gas sales and purchases and system use and storage. We 
use the following types of derivative instruments and energy-related 
contracts to manage natural gas price, interest rate, weather, 
automobile fuel price and foreign currency risks: 

• forward contracts 
• futures contracts 
• options contracts 
• financial swaps 
• treasury locks 
• weather derivative contracts 
• storage and transportation capacity transactions 
• foreign currency fonA/ard contracts 

Certain of our derivative instruments contain credit-risk-related 
or other contingent features that could increase the payments for 
collateral we post in the normal course of business when our 

financial instruments are in net liability positions. As of December 31, 
2011 for agreements with such features, derivative instruments with 
liability fair values totaled approximately $110 million for which we 
had posted no collateral to our counterparties. In addition, our 
energy marketing receivables and payables, which also have credit-
risk-related or other contingent features, are discussed in Note 2. 
Our derivative instrument activities are included within operating 
cash flows as an adjustment to net income of $(24) million in 2011, 
$(2) million in 2010 and $11 million in 2009. 

On May 4, 2011, we entered into interest rate swaps with an 
aggregate notional amount of $250 million to effectively convert a 
portion of our fixed-rate interest obligation on the $300 million 
6.40% senior notes due July 15, 2016 to a variable-rate obligation. 
We pay a floating interest rate equal to the three-month LIBOR plus 
3.9%. We designated these interest rate swaps as fair value 
hedges. We also held forward-starting Interest rate swaps with a 
notional amount totaling $90 million at December 31, 2011, that 
were redesignated as cash fiow hedges upon the close of the 
merger. Under the terms of the swaps, we agree to pay a fixed 
swap rate and receive a floating rate based on a variable three-
month LIBOR rate. We designated these interest rate swaps as 
cash flow hedges. The fair values of our interest rate swaps were 
reflected as a long-term derivative asset of $13 million and a short-
term liability of $13 million at December 31, 2011. For more 
information on our debt, see Note 8. 
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The table below summarizes the various ways in which we account for our derivative instruments and the impact on our Consolidated 
Financial Statements: 

Recognition and IVIeasurernerrt 

Accounting Treatment Statement of Financial Position Income Statement 
Cash flow hedge Derivative carried at fair value Inefl'ective portion of the gain or loss on the derivative 

instrument is recognized in earnings 

Effective portion of the gain or loss on 
the derivative instrument is reported 
initially as a component of accumulated 
other comprehensive income (loss) 

Effective portion of the gain or loss on the 
derivative instrument is reclassified out of 
accumulated OCI (loss) and Into earnings when 
the forecasted transaction affects earnings 

Fair value hedge Derivative carried at fair value 

Changes in fair value of the hedged 
item are recorded as adjustments to 
the carrying amount of the hedged item 

Gains or losses on the derivative instrument and 
the hedged item are recognized in eamings. As a 
result, to the extent the hedge is effective, the gains 
or losses will offset and there is no impact on 
earnings. Any hedge ineffectiveness will impact earnings 

Not designated as hedges Derivative carried at fair value Realized and unrealized gains or losses on the 
derivative instrument are recognized in earnings 

Nicor Gas' and Elizabethtown Gas' 
unrealized gains and losses on 
derivative instruments are deferred as 
regulatory assets or liabilities until 
included in natural gas costs 

The gain or loss on these derivative instruments is 
reflected in natural gas costs and is ultimately 
included in billings to customers 

Quantitative Disclosures Related to Derivative Instruments 

As of December 31, 2011 and 2010, our derivative instruments were comprised of both long and short natural gas positions. A long position 
Is a contract to purchase natural gas, and a short position is a contract to sell natural gas. As of December 31, 2011 and 2010, we had net 
long natural gas contracts outstanding In the following quantities: 

Natural gas contracts 

in Bcf 

Hedge designation: 
Cash flow 
Not designated 

Total 
Hedge position: 

Short 
Long 

Net long position 

Distribution Operations 

December 31,2011"i»i December 31 

48 
48 

48 
48 

,2010 

18 
18 

18 
18 

All Other 

December 31,2011"! 

5 
138 
143 

(1,680) 
1,823 

143 

December 31, 2010 

4 
202 
206 

(1,605) 
1,811 

206 
'^'Approximately 97% of these contracts have durations of two years or less and the remaining 3% expire in 3 to 6 years. 

'-Volurnes related to Ntcor Gas exclude variable-priced contracts, which are accounted for as derivatives, but whose fair values are not directly impacted by changes in commodity prices. 
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Notes to Consolidated Financial Statements 

Derivative Instruments on the Consolidated Statements of Financial Position 

In accordance with regulatory requirements, gains and losses on derivative instruments used at Nicor Gas and Elizabethtown Gas in our 
distribution operations segment were refiected in accrued natural gas costs within our Consolidated Statements of Financial Position. The 
following amounts represent realized losses for the year ended December 31. 

Nicor Gas $ 3 n/a 
Elizabethtown Gas $27 $35 

The following table presents the fair value and Statements of Financial Position classification of our derivative instruments: 

December 31, 

In millions Statement of financial position location "n î 2011 2010 

Designated as cash flow and fair value hedges 
Asset Instruments 
Current natural gas contracts Derivative instruments assets and llabilities - current portion $ 9 $ 3 
Noncurrent natural gas contracts Derivative instruments assets and liabilities — — 
Interest rate swap agreements Derivative instruments assets - long-term portion 13 — 

Liability Instruments 
Current natural gas contracts Derivative instruments assets and liabilities - current portion (12) (5) 
Interest rate swap agreements Derivative instruments liabilities - long-term portion ( 1 ^ — 

Total m (2) 
Not designated as cash flow hedges 

Asset Instruments 
Current natural gas contracts Derivative instruments assets and liabilities - current portion 
Noncurrent natural gas contracts Derivative instmments assets and liabilities 

Liability Instruments 
Current natural gas contracts Derivative instruments assets and llabilities - current portion 
Noncurrent natural gas contracts Derivative instruments assets and liabilities 

Total 60 77 
Total derivative instruments $ 57 $ 75 
'''These amounts are netted within our Consolidated Statements of Financial Position. Some of our derivative instruments have asset posftions which are presented as a liability in our Consolidated 

statements of Financial Position, and we have derivative instruments that have liablllty positions which are presented as an asset in our Consolidated Statements of Financial Position, 

'^'As reouired by the authoritative guidance related to derivatives and hedging, the fair value amounts above are presented on a gross basis. As a result, the amounts above do not include cash collateral 

held on deposit in broker margin accounts of $147 million as of December 31, 2011 and $105 million as of December 31, 2010. Accordingly, the amounts above will differ from the amounts presented on 

our Consolidated Statements of Financial Position and the fair value information presented for our derivative instruments in the recurring fair values table of Note 4, 

728 
137 

(689) 
(116) 

541 
105 

(489) 
(80) 



Derivative Instruments on the Consolidated Statements of Income 

The following table presents the gain or (loss) on derivative instruments in our Consolidated Statements of Income for the twelve months ended 
December 31, 2011 and 2010. 

December 31, 

In millions 2011 2010 2009 

Designated as cash flow hedges 
Natural gas contracts - loss recognized in OCI 
Natural gas contracts - loss reclassified from OCl into cost of goods sold for settlement of hedged item $ (6) $(16) 
Interest rate swaps - ineffectiveness recorded as an offset to interest expense 3 — 

Not designated as hedges 
Natural gas contracts - fair value adjustments recorded in operating revenues'" 40 (1) 
Natural gas contracts - net gain fair value adjustments recorded In cost of goods sold'" — (2) 
Natural gas contracts - net loss fair value adjustments recorded In operation and maintenance expense (4) — 

$(31) 

21 
1 

Total gains (losses) on derivative instruments $33 $(19) 
"'Associated with the fair value of existing derivative instnjments at December 31, 2011, 2010 and 2009, 

'̂ ' Excludes losses recorded In cost of goods sold associated with weather derivatives of $9 million for Ihe year ended December 31, 2011, $27 million for the year ended December 3f, 2010 and $6 million 

for the year ended December 3f, 2009, 

Any amounts recognized in operating income, related to 
ineffectiveness or due to a forecasted transaction that is no longer 
expected to occur, were immaterial for the years ended 
December 31, 2011, 2010 and 2009. 

Our expected net loss to be reclassified from OCI into cost of 
goods sold, operation and maintenance expense, and operating 
revenues and recognized in our Consolidated Statements of 
Income over the next 12 months is $2 million. These pre-tax 
deferred losses are recorded in OCI related to natural gas derivative 
contracts associated with retail operations' and with Nicor Gas' 
system use. The expected losses are based upon the fair values of 
these financial instruments at December 31, 2011. 

Note 6 Ennployee Benefit Plans 

Oversight of Plans 

The Retirement Plan Investment Committee (the Committee) 
appointed by our Board of Directors is responsible for overseeing 
the investments of our defined benefit retirement plans. Further, we 
have an Investment Policy (the Policy) for our pension and other 
retirement benefit plans whose goal is to preserve these plans' 
capital and maximize investment earnings in excess of infiation 
within acceptable levels of capital market volatility. To accomplish 
this goal, the plans' assets are managed to optimize long-term, 
return while maintaining a high standard of portfolio quality 
and diversification. 

We will continue to diversify retirement plan investments to 
minimize the risk of large losses in a single asset class. We do not 
have a concentration of assets in a single entity, industry, country, 
commodity or class of investment fund. The Policy's permissible 
investments Include domestic and international equities (including 

convertible securities and mutual funds), domestic and international 
fixed income (corporate and United States government obligations), 
cash and cash equivalents and other suitable investments. 

Equity market performance and corporate bond rates have a 
significant effect on our reported funded status. Changes in the 
projected benefit obligation (PBO) and accumulated postretirement 
benefit obligation (APBO) are mainly driven by the assumed 
discount rate. Additionally, equity market performance has a 
significant effect on our market-related value of plan assets 
(MRVPA), which is used by the AGL Retirement Plan, and on the 
actual fair market value of plan assets, which is used by the Nicor 
Gas Retirement Plan (our two largest pension plans), to determine 
the expected return on the plan assets component of net annual 
pension cost. The MRVPA is a calculated value and differs from the 
actual market value of plan assets. Gains and losses on plan assets 
are spread through the MRVPA based on the five-year moving 
weighted average methodology. 

Nicor Gas' pension and other retirement benefit costs have 
historically been considered in rate proceedings in the period they 
are accrued. As a regulated utility, Nicor Gas expects to continue 
rate recovery of the eligible costs of these defined benefit retirement 
plans and, accordingly, associated changes in the funded status of 
Nicor Gas' plans have been deferred as a regulatory asset or liability 
until recognized in net income, instead of being recorded in 
accumulated OCI. However, to the extent Nicor Gas' employees 
perform services for affiliates, and to the extent such employees are 
eligible to participate in these plans, the affiliates are charged for the 
cost of these benefits and changes in the funded status that are 
expected to be recovered from affiliates in the future are recorded 
in accumulated OCI. 
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Pension Benefits Other Defined Benefit Retirement Benefits 

We sponsor three tax-qualified defined benefit retirement plans for 
our eligible employees, the Nicor Gas Retirement Plan, the AGL 
Retirement Plan and the NUI Retirement Plan. A defined benefit 
plan specifies the amount of benefits an eligible participant 
eventually will receive using information about the participant. 

The Nicor Gas Retirement Plan is a noncontributory defined 
benefit pension plan covering substantially all employees of Nicor 
Gas hired prior to 1998. Pension benefits are based on years of 
sen/ice and the highest average salary for management employees 
and job level for collectively bargained employees (referred to as 
pension bands). The benefit obligation related to collectively 
bargained benefits considers the past practice of regular 
benefit increases. 

We generally calculate the benefits under the AGL Retirement 
Plan based on age, years of service and pay. The benefit formula 
for the AGL Retirement Plan is a career average earnings formula, 
except for participants who were employees as of July 1,2000, and 
who were at least 50 years of age as of that date. For those 
participants, we used a final average earnings benefit formula, and 
used this benefit formula for such participants until December 31, 
2010, at which time any of those participants who were still actively 
employed accrue future benefits under the career average 
earnings formula. 

Effective January 1, 2012, the AGL Retirement Plan was frozen 
with respect to participation for non-union employees hired on or 
after that date. Such employees will be entitled to employer 
provided benefits under their defined contribution plan, that exceed 
defined contribution benefits for employees who participate in the 
defined benefit plan. 

The NUI Retirement Plan covers substantially all of NUI 
Corporation's employees who were employed on or before 
December 31, 2005, except Florida City Gas union employees, 
who until February 2008 participated in a union-sponsored 
multiemployer plan. Pension benefits are based on years of credited 
service and final average compensation as of the plan freeze date. 
Effective January 1, 2006, participation and benefit accrual under 
the NUI Retirement Plan were frozen. As of that date, former 
participants in that plan became eligible to participate in the AGL 
Retirement Plan. Florida City Gas union employees became eligible 
to participate in the AGL Retirement Plan in February 2008. 

We sponsor two defined benefit retirement health care plans for our 
eligible employees, the Health and Welfare Plan for Retirees and 
Inactive Employees of AGL Resources Inc. (AGL Welfare Plan) and 
the Nicor Gas Welfare Benefit Plan. Eligibility for these benefits is 
based on age and years of sen/ice. 

The AGL Welfare Plan includes medical coverage for all eligible 
AGL Resources employees who were employed as of June 30, 
2002, if they reach retirement age while working for us. In addition, 
the AGL Welfare Plan provides life insurance for all employees if 
they have ten years of service at retirement. The state regulatory 
commissions have approved phase-In plans that defer a portion of 
the related benefits expense for future recovery. 

Nicor Gas provides health care and life insurance benefits to 
eligible retired employees under the Nicor Gas Welfare Benefit 
Plan that includes a limit on its share of cost for employees hired 
after 1982. 

We recorded a regulatory asset for anticipated future 
recoveries of $291 million as of December 31, 2011 and $9 million 
as of December 31, 2010. In addition, we recorded a regulatory 
liability of $19 million as of December 31, 2011 and $6 million as of 
December 31, 2010 for our expected expenses under the AGL 
Welfare Plan and the Nicor Gas Welfare Benefit Plan. We expect to 
pay $21 million of insurance claims for these plans in 2012, but we 
do not anticipate making any additional contributions. 

Effective December 8, 2003, the Medicare Prescription Drug, 
Improvement and Modernization Act of 2003 was signed into law. 
This act provides for a prescription drug benefit under Medicare 
Part D as well as a federal subsidy to sponsors of retiree health care 
benefit plans that provide a benefit that is at least actuarially 
equivalent to Medicare Part D. We determined that the Nicor Gas 
prescription drug benefits of its plan are actuarially equivalent and 
accordingly have refiected the effects of the subsidy in the 
determination of the benefit obligation and annual net benefit. 

Effective July 1,2009, Medicare eligible retirees covered by the 
AGL Welfare Plan, including all of those at least age 65, receive 
benefits through our contribution to a retiree health reimbursement 
arrangement account. 

Effective January 1, 2010, enhancements were made to the 
pre-65 medical coverage of the AGL Welfare Plan by removing the 
current cap on our expected costs and implementing a new cap 
determined by the new retiree premium schedule based on salary 
level and years of service. Due to the cap, there is no impact on the 
periodic benefit cost or on our accumulated projected benefit 
obligation for the AGL Welfare Plan for a change in the assumed 
healthcare cost trend. 
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We also have a separate unfunded supplemental retirement 
health care plan that provides health care and life insurance benefits 
to employees of discontinued businesses. This plan is 
noncontributory with defined benefits, Net plan expenses were 
immaterial in 2011. The PBO associated with this plan was 
$3 million December 31, 2011. 

Plan. In 2010 we contributed $31 million to the AGL Retirement 
Plan and the NUI Retirement Plan. No contributions were made to 
the Nicor Gas Retirement Plan in 2011. For more information on our 
2012 contributions to our pension plans, see Note 11. 

Assumptions 

Contributions 

Our employees generally do not contribute to these pension and 
other retirement plans, however, Nicor Gas and pre-65 AGL retirees 
make nominal contributions to their health care plan. We fund the 
qualified pension plans by contributing at least the minimum amount 
required by applicable regulations and as recommended by our 
actuary. However, we may also contribute in excess of the minimum 
required amount. As required by The Pension Protection Act of 
2006 (the Act), we calculate the minimum amount of funding using 
the traditional unit credit cost method. 

The Act contained new funding requirements for single 
employer defined benefit pension plans and established a 100% 
funding target (over a 7-year amortization period) for plan years 
beginning after December 31, 2007. If certain conditions were met, 
the Worker, Retiree and Employer Recovery Act of 2008 allowed us 
to measure our required minimum contributions based on a funding 
target of 100% in 2010 and 2011. In 2011 we contributed 
$56 million to the AGL Retirement Plan and the NUI Retirement 

We consider a number of factors in determining and selecting 
assumptions for the overall expected long-term rate of return on 
plan assets. We consider the historical long-term return experience 
of our assets, the current and expected allocation of our plan 
assets, and expected long-term rates of return. We derive these 
expected long-term rates of return with the assistance of our 
investment advisors and generally base these rates on the various 
asset classes, our expected investments of plan assets and asset 
management. We base our expected allocation of plan assets on a 
diversified portfolio consisting of domestic and international equity 
securities, fixed income securities, real estate, private equity 
securities and alternative asset classes. 

We consider a variety of factors in determining and selecting 
our assumptions for the discount rate at December 31. We based 
our discount rate on a yield cur^e provided by our actuaries that is 
derived from a portfolio of high quality (rated AA or better) corporate 
bonds and the equivalent annuity cash flows separately for each 
pension plan. 
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The following tables present details about our pension and other retirement plans. 

Dollars in millions 

Pension plans 

2011 2010 

Other retirement plans 

2011 2010 

Change in plan assets 
Fair value of plan assets, January 1, 
Plan assets acquired in Nicor merger 
Actual return on plan assets 
Employer contributions 
Benefits paid 
Plan curtailment and settlements 

$344 

388 

(7) 
58 

(28) 

(1) 

$303 

37 
31 
(27) 

$ 71 $ 63 

(3) 8 
8 7 

(9) (7) 

Fair value of plan assets, December 31, $754 $344 $ 67 $ 71 

Change in benefit obligation 
Benefit obligation, January 1, 
Benefit obligations acquired in Nicor merger 
Service cost 
Interest cost 
Actuarial loss 
Medicare Part D reimbursements 

Amounts recognized in the Consolidated Statements of 
Financial Position consist of 

Long-term asset 
Current liability 
Long-term liability 

$531 

345 
14 
29 
78 

$463 

11 
27 
57 

$107 
273 

1 

6 

18 
1 

$ 26 

(2) 
(238) 

$ -

(1) 
(186) 

$ _ 
(14) 

(316) 

$101 

Benefits paid 
Plan curtailment and settlements 
Benefit obligation, December 31, 
Funded status at end of year 

(28) 

(1) 
$968 
$(214) 

(27) 

$531 
$(187) 

(9) 

$397 
$(330) 

(7) 

$107 
$(36) 

(36) 
Total liability at December 31, $(214) $(187) $(330) $(36) 

Accumulated benefit obligation' $910 1506 n/a n/a 
Supplemental information for underfunded pension 
plans included above as of December 31, 2011: 

Aggregate benefit obligation 
Aggregate accumulated benefit obligation 
Aggregate fair value of plan assets 

$604 
570 

$363 

4.6% 
3.7% 
2.0% 

$531 
506 

$344 

5.4% 
3.7% 
n/a 

n/a 
n/a 
n/a 

4.5% 
3.7% 
n/a 

n/a 
n/a 
n/a 

5.2% 
3.7% 
n/a 

Assumptions used to determine benefit obligations 
Discount rate 
Rate of compensation increase 
Pension band increase" 
"*0niy applicable to the Nicor Gas pension plan, 

1̂ 'ABO differs from the projected benefit obligation in that the ABO excludes the effect of salary and wage increases. 
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The components of our pension and other retirement benefit costs are set forth in the following table. 

Dollars in miliions 2011 

$14 
29 
(33) 

(2) 
14 

Pension plans 

2010 

$11 
27 
(28) 

(2) 
10 

2009 

$ 8 
26 

(29) 
(2) 
9 

2011 

$ 1 
6 

(5) 
(4) 
2 

other retirement plans 

2010 

$ -
6 

(5) 
(4) 
2 

2009 

$ -
6 

(4) 
(4) 
2 

Net benefit cost 
Service cost 
Interest cost 
Expected return on plan assets 
Net amortization of prior sen/ice cost 
Recognized actuarial loss 

Net periodic benefit cost $22 $12 $ - ' ( 1 ) 

Assumptions used to determine benefit costs 
Discount rate" 
Expected return on plan assets'" 
Rate of compensation increase'" 
Pension band increase'"'" 

5.4% 
8.5% 
3.7% 
2.0% 

6.0% 
8.8% 
3.7% 
n/a 

6.2% 
9.0% 
3.7% 
n/a 

5.2% 
8.2% 
3.7% 
n/a 

5.8% 
8.8% 
3.7% 
n/a 

6.2% 
9.0% 
3.7% 
n/a 

I'' Rates are presented on a weighted average basis, 

'̂ 'Only applicable to the Nicor Gas pension plan. 

A portion of the net benefit cost or credit related to these plans 
has been capitalized as a cost of constructing gas distribution 
facilities and the remainder is included in gas distribution operation 
and maintenance expense, net of amounts charged to affiliates. 

Assumptions used to determine the 2011 health care benefit 
cost for the Nicor Gas Welfare Benefit Plan were as follows; 

Health care cost trend rate assumed for next year 8.60% 
Ultimate rate to which the cost trend rate is 

assumed to decline 4.50% 
Year that reaches ultimate trend rate 2030 

Assumed health care cost trend rates can have a significant 
effect on the amounts reported for the health care plans. A one-
percentage-point change in the assumed health care cost trend 
rates for the Nicor Gas Welfare Benefit Plan would have the 
following effects: 

Dollars in millions 

Effect on sen/ice and 

interest cost 

Effect on 

benefit obligation 

1 % Health care cost trend 
rate Increase 

1 % Health care cost trend 
rate decrease 

$ -

-

$26 

(22) 

As a result of a cap on expected cost for the AGL Welfare 
Plan, a one-percentage-point increase or decrease In the assumed 
health care trend does not materially affect periodic benefit cost or 
accumulated benefit obligation ofthe Plan. 
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The following table presents the amounts not yet reflected in net periodic benefit cost and included in net regulatory assets and accumulated 
OCI as of December 31, 2011 and 2010: 

December 31, 2010: 
Prior service credit 
Net loss 

Net Regulatory Assets Accumulated OCI 

$(15) 
226 35 

Total 

In miilions 

December 31, 2011: 
Prior service cost (credit) 
Net loss 
Total 

Pension plan 

$ 1 
162 

$163 

other 

retirement plans 

$ 1 
118 

$119 

Pension plan 

$(13) 
312 

$299 

other 

retirement plans 

$(4) 
51 

$47 

Pension plan 

$(12) 
474 

$462 

other 

retirement plans 

$ (3) 
170 

$167 

$(15) 
226 35 

Total $211 $27 $211 $ 27 

The 2012 estimated amortization out of regulatory assets or accumulated OCI for these plans are set forth in the following table. 

Net Regulatory Assets Accumulated OCI 

In millions 

Amortization of prior service credit 
Amortization of net loss 

Pension plan 

$ -
14 

Other 

retirement plans 

$ -
8 

Pension plan 

$ (2) 
20 

Other 

retirement plans 

$(3) 
3 

Pension plan 

$ (2) 
33 

Other 

retirement plans 

$ (3) 
11 

The following table presents the gross benefit payments expected for the years ended December 31, 2012 through 2021 for our pension 
and other retirement plans. There will be benefit payments under these plans beyond 2021. 

in niillions Pension plans 

$ 56 
55 
59 
62 
64 

367 

other retirement plans 

$ 23 
23 
24 
25 
26 

144 

Expected Medicare subsidy 

2012 
2013 
2014 
2015 
2016 
2017-2021 

$ 2 
2 
2 
2 
2 

12 

Empfoyee Savings Plan Benefits 

We sponsor defined contribution benefit plans that allow eligible participants to make contributions to their accounts up to specified limits. 
Under these plans, our matching contributions to participant accounts were $7 million in 2011, $7 million in 2010 and $7 million in 2009. 
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Note 7 Stock-Based Compensation 

General 

We currently sponsor the following stock-based and other incentive compensation plans and agreements: 

Omnibus Performance 
Incentive Plan, as amended 
and restated'" 

Shares issuable 

upon exercise of 

outstanding stocl< options, 

warrants & rights'" 

866,249 

Shares available 

for future 

issuance 

4,787,707 

Long-Term Incentive Plan (1999) 1,362,032 

Officer Incentive Plan 

2006 Non-Employee Directors 
Equity Compensation Plan 

1996 Non-Employee Directors 
Equity Compensation Plan 

5,000 

not applicable 

7,173 

119,954 

Employee Stock Purchase Plan not applicable 332,205 

Shares available for fijture issuance may be issued in the 
form of grants of incentive and nonqualified stock options, 
stock appreciation rights (SARs), shares of restricted 
stock, restricted stock units and performance cash awards 
to key employees. 
Plan previously provided for grants of incentive and 
nonqualified stock options, shares of restricted stock and 
performance units to key employees. No further grants will 
be made except for reload options that may be granted 
under the plan's outstanding options. 
Plan previously provided for grants of nonqualified stock 
options and shares of restricted stock to new-hire officers. 
No future grants will be made under this plan. 
Grants of stock to non-employee directors in connection 
with non-employee director compensation (for annual retainer, 
chair retainer and for initial election or appointment). 
Plan previously provided for grants of nonqualified stock 
options and stock to non-employee directors in connection with 
non-employee director compensation (for annual retainer and 
for initial election or appointment). The plan was amended in 
2002 to eliminate the granting of stock options. No future 
grants will be made under this plan. 
Nonqualified, broad-based employee stock purchase plan for 
eligible employees^ 

I'iAsof December 31, 2011, 

''̂ Mncludes 1,664,133 shares, previously available under the Nicor Inc. 2006 Long-Tenm Incentive Plan, as amended, that were assumed and now available under the Omnibus Performance Plan, pursuant 

to NYSE rules. 

Accounting Treatment and Compensation Expense 

We measure and recognize stock-based compensation expense over the required service period in our financial statements based on the 
estimated fair value at the date of grant for our stock-based awards using the modified prospective, which include: 

• stock options 
• stock awards 
• performance units (restricted stock units and performance cash units). 

Performance-based stock awards and performance units contain market conditions. Stock options, restricted stock awards and 
performance units also contain a service condition. 

We estimate forfeitures over the required service period when recognizing compensation expense. These estimates are adjusted to the 
extent that actual forfeitures differ, or are expected to materially differ, from such estimates. The authoritative guidance requires excess tax 
benefits to be reported as a financing cash infiow. The difference between the proceeds from the exercise of our stock-based awards and the 
par value of the stock is recorded within premium on common stock. 
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We grant Incentive and nonqualified stock options with a strike 
price equal to the fair market value on the date of the grant. Fair 
market value is defined under the terms of the applicable plans as 
the most recent closing price per share of AGL Resources common 
stock as reported in The Wall Street Journal. Stock options 
generally have a three-year vesting period. The following table 
provides additional information on compensation costs and income 
tax benefits and excess tax benefits related to our cash and stock-
based compensation awards. 

Compensation costs'" 
Income tax benefits'" 
Excess tax benefits'" 
'^'Recorded in our Consolidated Statements of Income, 

'2'Recorded in our Consolidated Statements of Cash Flows. 

$14 
1 
1 

$11 
2 
2 

$11 
2 
2 

Incentive and Nonqualified Stock Options 

Nonqualified options generally expire 10 years after the date of 
grant. Participants realize value from option grants only to the 
extent that the fair market value of our common stock on the date 
of exercise of the option exceeds the fair market value of the 
common stock on the date of the grant. 

As of December 31, 2011, we had an immaterial amount of 
unrecognized compensation costs related to stock options. Cash 
received from stock option exercises for 2011 was $11 million, and 
the income tax benefit from stock option exercises was $1 million. 
Intrinsic value for options is defined as the difference between the 
current market value and the grant price. The following tables 
summarize activity related to stock options for key employees and 
non-employee directors. 

stock Options 

Number 

of options 

Weighted average 

exercise price 

Weighted average 

remaining life (in years) 

Aggregate intrinsic 

value (in millions) 

Outstanding - December 31, 2008 
Granted 
Exercised 
Forfeited 
Outstanding - December 31, 2009 

2,475,989 
250,440 
(119,126) 
(55,735) 

2,551,568 

$34.52 
31.09 
27.20 
36.50 

$34.48 
Granted 
Exercised 
Forfeited 
Outstanding - December 31, 2010 
Granted 
Exercised 
Forfeited 

(296,008) 
(26,448) 

31.33 
37.85 

2,229,112 $34.85 
1,685 

(383,646) 
(23,997) 

42.19 
31.11 
37.70 

5.2 
1.6 
3.0 
5.4 

Outstanding - December 31, 2011 
Exercisable - December 31, 2011 
Exercisable - December 31, 2010 
Exercisable - December 31, 2009 

Unvested Stock Options 

Outstanding - December 31, 2010 
Granted 
Forfeited 
Vested 
Outstanding - December 31, 2011 

1,823,154 
1,747,656 
1,799,334 
1,767,248 

Number ot 

unvested options 

429,778 
1,685 

(3,190) 
(352,775) 

75,498 

$35.61 
$35.81 
$34.92 
$33.94 

Weighted average 

exercise price 

$34.58 
42.19 
31.09 
35.40 

$31.09 

4.6 
4.5 
4.9 
5.3 

Weighted average remaining 

vesting period (in years) 

0.5 

0.6 

0.1 

$ 12 
$ 11 
$ 4 
$ 6 

Weighted average 

fair value 

$3.11 
3.00 
1.24 

$3.51 
$1.24 
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Information about outstanding and exercisable options as of December 31, 2011, is as follows. 

Range ot Exercise Prices 

$17.55 to $21.92 
$21.93 to $26.30 
$26.31 to $30.69 
$30.70 to $35.08 
$35.09 to $39.46 
$39.47 to $43.85 
Outstanding - Dec. 31, 2011 

Number 

of options 

6,410 
10,763 
84,375 

443,664 
1,234,766 

43,176 
1,823,154 

Options outstanding 

Weighted average remaining 

contractual life (in years) 

0.1 
1.0 
1.6 
5.0 
4.7 
5.0 
4.6 

Weighted average 

exercise price 

$21.28 
23.82 
26.93 
32.23 
37.41 
41.09 

$35.61 

Options 

Number 

ot options 

6,410 
10,763 
84,375 

368,166 
1,234,766 

43,176 
1,747,656 

Exercisable 

Weighted average 

exercise price 

$21.28 
23.82 
26.93 
32.46 
37.41 
41.09 

$35.81 

We measure compensation expense related to stock options based on the fair value of these awards at their date of grant using the 
Black-Scholes option-pricing model. The following table shows the ranges for per share value and information about the underiying assumptions 
used in developing the grant date value for each of the grants made during 2011 and 2009. There were no options granted in 2010. 

2009 

Expected life (years) 
United States Constant Maturity Treasury Rate used for risk-free interest rate % 
Weighted average expected volatility % 
Weighted average dividend yield % 
Fair value of options granted - per share 

7 
2.51% 

14.81% 
4.3% 

$3.00 

7 
2.30% 
12.9% 
5.5% 

$1.24 

With the implementation of our share repurchase program in 
2006, we use shares purchased under this program to satisfy 
share-based exercises to the extent that repurchased shares are 
available. Otherwise, we issue new shares from our authorized 
common stock. 

Performance Units 

The compensation cost of restricted stock unit awards is equal to 
the grant date fair value of the awards, recognized over the required 
service period, determined according to the authoritative guidance 
related to stock compensation. The dollar value of performance 
cash unit awards is equal to the grant date fair value of the awards 
measured against progress towards the performance measure, 
recognized over the required service period, determined according 
to the authoritative guidance related to stock compensation. No 
other assumptions are used to value these awards. In general, a 
performance unit is an award of the right to receive (1) an equal 
number of shares of our common stock, which we refer to as a 
restricted stock unit or (ii) cash, subject to the achievement of 
certain pre-established performance criteria, which we refer to as a 
performance cash unit. Performance units are subject to certain 
transfer restrictions and forfeiture upon termination of employment. 

to a select group a total of 134,510 restricted stock units, of which 
126,920 of these units were outstanding as of December 31, 2011. 
These restricted stock units had a performance measurement 
period that ended December 31, 2011, which was achieved, and a 
performance measure related to a basic earnings per common 
share attributable to AGL Resources Inc. common shareholders 
goal that was met. 

Performance Cash Awards In general, a performance cash 
award represents the opportunity to receive cash, subject to the 
achievement of certain pre-established performance criteria. In 
2011, we did not grant any performance cash awards. These 
awards have a performance measure that is related to annual 
growth In basic earnings per common share attributable to AGL 
Resources Inc. common shareholders and the average dividend 
yield. Accruals in connection with these grants are as follows: 

Measurement 

period end date 

Accnjed at 

Dec. 3f, 20f f 

Maximum 

aggregate payout 

Year of grant 
2009'" Dec. 31,2011 $1 $4 

''•Adjusted to reflect the effect of economic value created during the performance measurement 

period by our wholesale services segment. 

Restricted Stocl< Units In general, a restricted stock unit is an 
award that represents the opportunity to receive a specified number 
of shares of our common stock, subject to the achievement of 
certain pre-established performance criteria. In 2011, we granted 
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Performance Share Unit Awards 

A performance share unit award represents the opportunity to 
receive cash and shares subject to the achievement of certain pre-
established performance criteria. In 2011 we granted performance 
share unit awards to a select group of officers. These awards have 
a performance measure that relates to the company's relative total 
shareholder return relative to a group of peer companies. Accruals 
in connection with these grants are as follows: 

Measurement 

period end date 

Accrued at 

Dec. 31, 2011 

Maximum 

aggregate payout 

Granted in 2010 
Granted in 2011 

Dec. 31,2012 
Dec. 31,2013 

$4 
$2 

$12 
$13 

Stocic and Restricted Stock Awards 

The compensation cost of both stock awards and restricted stock 
awards is equal to the grant date fair value of the awards, recognized 
over the required service period and is determined in accordance 
with the authoritative guidance related to stock compensation. No 
other assumptions are used to value the awards. We refer to 
restricted stock as an award of our common stock that Is subject 
to time-based vesting or achievement of performance measures. 
Restricted stock awards are subject to certain transfer restrictions 
and forfeiture upon termination of employment. 

Stocic Awards - IMon-Emptoyee Directors Non-employee 
director compensation may be paid in shares of our common stock 
in connection with initial election, the annual retainer, and chair 
retainers, as applicable. Stock awards for non-employee directors 
are 100% vested and nonforfeitable as of the date of grant. The 
following table summarizes activity during 2011, related to stock 
awards for our non-employee directors. 

Issued 
Forfeited 
Vested 
Outstanding 

Shares of 

restricted stocl< 

20,858 

20,858 
-

Weighted average 

fair value 

$40.62 

$40.62 
-

Restricted Stocl< Awards - Employees The following table 
summarizes the restricted stock awards activity for our employees 
during the last three years. 

Outstanding -
December 31,2009'" 

Issued 
Forfeited 
Vested 

Shares of 

restricted stock 

341,245 
205,030 
(16,153) 

(129,222) 

Weighted average 

remaining vesting 

period (in years) 

- — 

Weighted 

average 

fair value 

$33.93 
36.34 
34.13 
35.19 

Outstanding -
December 31, 

Issued 
Forfeited 
Vested 
Outstanding -

December 31 

2010'" 

,2011" ' 

400,900 
311,600 
(25,784) 

(209,362) 

477,354 

2.4 
3.0 
1.8 

0 

2.6 

$30.80 
39.48 
36.22 
34.68 

$34.40 
'^'Subject to restriction, 
î Mncludes 82,222 restricted shares with nontorfettable dividend rights. 

Employee Stock Purchase Plan (ESPP) 

Under the ESPP, employees may purchase shares of our common 
stock in quarteriy inten/als at 85% of fair market value, we record 
an expense for the 15% purchase price discount. Employee ESPP 
contributions may not exceed $25,000 per employee during any 
calendar year. 

Shares purchased on 
the open market 

Average per-share 
purchase price 

Purchase price discount 

65,843 60,017 63,847 

$ 40.55 $ 37.07 $ 31.45 
$401,346 $333,639 $298,968 
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Note 8 Debt 

The following table provides maturity dates, year-to-date weighted-average Interest rates and amounts outstanding for our various debt 
securities and facilities that are included in our Consolidated Statements of Financial Position. 

Dollars in millions Year(s) due 

2012 
2012 
2012 
2012 

Weighted-

December 31 

average 

interest rate 

0.4% 
0.4 
8.3 
4.9 

2011 

Outstanding 

$ 869 
452 

15 
2 

Weighted-

Decembers!, 

average 

interest rate 

0.4% 
n/a 
7.1 
4.9 

2010 

Outstanding 

$ 732 
n/a 
300 

1 

Short-term debt 
Commercial paper- AGL Capital 
Commercial paper- Nicor Gas 
Current portion of long-term debt 
Current portion of capital leases 
Total short-term debt and current portion 

of long-term debt and capital leases 0.7% $1,338 3.2% $1,033 

Long-term debt - net of current portion 
Senior notes 
First mortgage bonds 
Gas facility revenue bonds 
Medium-term notes 
First mortgage bonds fair value adjustment 
Interest rate swaps fair value adjustment 
Capital leases 
Unamortized debt premium (discount), net 

2013-2041 

2016-2038 
2022-2033 
2017-2027 
2016-2038 

2016 
2012 

— 

5.4% 
5.6 
1.2 
7.8 
n/a 
n/a 
n/a 
n/a 

$2,550 
500 
200 
181 
99 
13 
— 
18 

5.5% 
n/a 
1.3 
7.8 
n/a 
n/a 
4.9 
n/a 

$1,275 
n/a 

200 
196 
n/a 
— 
2 

(2) 
Total long-term debt 5.0% $3,561 5.2% $1,671 
Total debt 4.4% $4,899 4.6% $2,704 

Short- term Debt 

Our short-term debt at December 31, 2011 and 2010 was 
composed of borrowings under our commercial paper programs 
and current portions of our long-term debt and capital 
lease obligations. 

Commercial Paper Programs We maintain commercial paper 
programs at AGL Capital and at Nicor Gas that consist of short-
term, unsecured promissory notes that are used in conjunction with 
cash from operations to fund our seasonal working capital 
requirements. Working capital needs fluctuate during the year and 
are highest during the injection period in advance of the Heating 
Season. The Nicor Gas commercial paper program supports 
working capital needs at Nicor Gas, while our other subsidiaries, 
including SouthStar, participate In the AGL Capital commercial 
paper program. At December 31, 2011, our commercial paper 
maturities ranged from 3 to 58 days. 

AGL Credit Facility On November 10, 2011, AGL Capital 
amended and restated its revolving credit facility to extend the 
maturity date to November 10, 2016 and to increase the revolving 
credit commitments to $1.3 billion. This credit facility can be drawn 
upon to support the AGL Capital commercial paper program and 
to provide the flexibility to meet ongoing working capital and other 

general purpose needs. The interest rate payable on borrowings 
under the AGL Credit Facility is calculated either at the alternative 
base rate, plus an applicable margin, or LIBOR, plus an applicable 
interest margin. The applicable interest margin used in both interest 
rate calculations will vary according to AGL Capital's current credit 
ratings. At December 31, 2011, there were no outstanding 
borrowings under this facility. 

Nicor Gas Credit Facility On December 15, 2011, Nicor Gas 
entered into a $700 million revolving credit facility, which matures 
on December 15, 2016. The Nicor Gas Credit Facility replaced its 
previous three-year credit facility and 364-day facility and can be 
drawn upon to support the Nicor Gas commercial paper program 
and to.provide the flexibility to meet ongoing working capital and 
other general purpose needs. The interest rate payable on 
borrowings under the Nicor Gas Credit Facility is calculated either 
at the alternative base rate, plus an applicable interest margin, or 
LIBOR, plus an applicable interest margin. The applicable interest 
margin used in both interest rate calculations will van/ according to 
Nicor Gas' current credit ratings. At December 31, 2011, there 
were no outstanding borrowings under this facility. 

SouthStar Credit Facility SouthStar's five-year $75 million 
unsecured credit facility expired on November 2, 2011. SouthStar 
used this line of credit for working capital and general corporate 
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needs. SouthStar had no outstanding borrowings on this line of 
credit at December 31, 2010. 

Current Portion of Long-Term Debt We have $15 million of 
medium-term notes, which are reported as current portion of long-
term debt on our December 31, 2011 Consolidated Statements of 
Financial Position. Additionally, we had $300 million of senior notes, 
which are reported as current portion of long-term debt on our 
December 31, 2010 Consolidated Statements of Financial Position. 

Current Portion of Capital Leases Our capital leases consist 
primarily of a sale/leaseback transaction of gas meters and other 
equipment that was completed in 2002 by Florida City Gas and will 
be repaid through 2012. Based on the terms of the lease agreement, 
Florida City Gas is required to insure the leased equipment during 
the lease term. At the expiration of the lease term, Florida City Gas 
has the option to purchase the leased meters from the lessor at 
their fair market value, which will be determined based on an arm's-
length transaction between an informed and willing buyer. 

Long-term Debt 

Our long-term debt at December 31, 2011 and 2010 consisted of 
medium-term notes: Series A, Series B, and Series C, which we 
issued under an indenture dated December 1,1989, senior notes. 

first mortgage bonds, gas facility revenue bonds and capital leases. 
Some of these issuances were completed in the private placement 
market. In determining that those specific bonds qualify for 
exemption from registration under Section 4(2) of the Securities 
Act of 1933, we relied on the facts that the bonds were offered 
only to a limited number of large institutional investors and each 
institutional investor that purchased the bonds represented that it 
was purchasing the bonds for its own account and not with a view 
to distribute them. We fully and unconditionally guarantee all of 
our senior notes. Additionally, substantially all of Nicor Gas' 
properties are subject to the lien of the indenture securing its first 
mortgage bonds. 

The majority of our long-term debt matures after fiscal year 
2016. The annual maturities of our long-term debt for the next 
five years and thereafter are as follows: 

Year 

2012 
2013 
2014 
2015 
2016 
Thereafter 

Amount 

(in millions) 

J 17 
225 

200 
545 

2,461 
Total $3,448 

Senior Notes We had the following senior note issuances in 2011. 

Issuance Date 

March 16,2011 
September 15, 2011 
September 15, 2011 

October 27, 2011 
October 27, 2011 

Amount 

(in millions) 

$500 
$200 
$300 
$120 
$155 

Maturity date 

March 15, 2041 
March 15,2041 

September 15, 2021 
October 27, 2016 
October 27, 2018 

Interest rate 

5.9% 
5.9% 
3.5% 
1.9% 
3.5% 

Public offering"' 
Public offering'" 
Public offering'" 
Private placement - Series A'" 
Private placement - Series B'" 
ii>The net proceeds were used to repay our commercial paper and to repay our $300 milfion in senior notes that matured on January 14. 2011. The remaining proceeds were used for the cash 

consideration and expenses incurred in connection with the Nicor merger. 

i2iThe net proceeds were used to pay a portion of the cash consideration and expenses incurred in connection with the Nicor merger. 

Following our issuances of these senior notes we terminated the Bridge Facility. 

Interest Rate Swaps On May 4, 2011, we entered into interest rate swaps with an aggregate notional amount of $250 million to effectively 
convert a portion of our $300 million 6.4% fixed-rate senior notes that mature July 15, 2016 to a variable-rate obligation. Under the terms of 
the swaps, the interest rates reset quarterly based on LIBOR plus 3,9%. 

As of December 31, 2011, we also held fonA/ard-starting interest rate swaps totaling $90 million that were redesignated as cash flow 
hedges upon the close of the Nicor merger. Under the terms of the swaps, we agree to pay a fixed swap rate and receive a floating rate based 
on LIBOR. 
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First Mortgage Bonds As a result of the merger, we acquired the 
first mortgage bonds of Nicor Gas, which at December 31, 2011, 
had principal balances totaling $500 million. The fair value step-up 
of these bonds on December 9, 2011, the merger closing date, was 
$99 million, a step up to fair value that is reflected in our long-term 
debt. Nicor Gas has issued first mortgage bonds through the public 
and private placement markets. 

Gas Facility Revenue Bonds We are party to a series of loan 
agreements with the New Jersey Economic Development Authority 
(NJEDA) under which the NJEDA has issued a series of gas facility 
revenue bonds. These gas revenue bonds are issued by state 
agencies or counties to investors, and proceeds from the issuance 
are then loaned to us. In June and September 2010, the letters of 
credit supporting the gas revenue bonds were set to expire, and 
according to the terms ofthe bond indentures, we repurchased the 
bonds before the expiration of the letters of credit using the 
proceeds of AGL Capital commercial paper issuances. 

Default Provisions 

Our credit facilities and other financial obligations include provisions 
that, if not complied with, could require early payment or similar 
actions. The most important default events include: 

• a maximum leverage ratio 
• insolvency events and nonpayment of scheduled principal or 

interest payments 
• acceleration of other financial obligations 
• change of control provisions 

We have no trigger events in our debt instruments that are tied 
to changes in our specified credit ratings or our stock price and 
have not entered into any transaction that requires us to issue 
equity based on credit ratings or other trigger events. 

Preferred Securities 

Financial and Non-Financial Covenants 

The AGL Credit Facility and the Nicor Gas Credit Facility include a 
financial covenant that requires us to maintain a ratio of total debt 
to total capitalization of no more than 70%; however, our goal is to 
maintain this ratio at levels between 50% and 60%. These ratios, 
as calculated in accordance with our debt covenant includes 
standby letters of credit, surety bonds and excludes other 
comprehensive income pension adjustments. Adjusting for these 
items, the following table contains our debt-to-capitallzatlon ratios 
for the periods presented, which are within our required and 
targeted ranges. 

AGL Resources Nicor Gas 

December 31, 

2011 2010 

December 31, 

2011 2010 

Debt-to-capitalization ratio 58% 58% 60% n/a 

The credit facilities contain certain non-financial covenants 
that, among other things, restrict liens and encumbrances, loans 
and Investments, acquisitions, dividends and other restricted 
payments, asset dispositions, mergers and consolidations and 
other matters customarily restricted in such agreements. We were 
in compliance with all existing debt provisions and covenants, both 
financial and non-financial, as of December 31, 2011 and 2010. 

At December 31, 2011 and 2010, we had 10 million shares of 
authorized, unissued Class A junior participating preferred stock, no 
par value, and 10 million shares of authorized, unissued preferred 
stock, no par value. 

N o t e 9 Equ i t y 

Treasury Shares 

Our Board of Directors authorized us to purchase up to 8 million 
treasury shares through our repurchase plan which expired on 
January 31, 2011. This plan was used to offset shares issued under 
our employee and non-employee director incentive compensation 
plans and our dividend reinvestment and stock purchase plans. 
Stock purchases under this plan were made in the open market or 
in private transactions at times, and in amounts, that we deemed 
appropriate. We held the purchased shares as treasury shares and 
accounted for them using the cost method. In 2011, we spent 
$2 million to purchase less than 0.1 million treasury shares at a 
weighted average price per share of $36.25. In 2010, we spent 
$7 million to purchase approximately 0.2 million treasury shares at 
a weighted average price per share of $36.01. 

Dividends 

Our common shareholders may receive dividends when declared 
at the discretion of our Board of Directors. Dividends may be paid 
In cash, stock or other form of payment, and payment of future 
dividends will depend on our future earnings, cash flow, financial 
requirements and other factors. As a result of the Nicor merger, 
AGL Resources shareholders on record as of the close of business 

99 AGL RESOURCES INC. 201 1 ANNUAL REPORT 



Notes to Consolidated Financial Statements 

on December 8, 2011, received a pro rata dividend for the stub 
period, accruing from November 19, 2011. 

Additionally, we derive a substantial portion of our consolidated 
assets, earnings and cash flow from the operation of regulated 
utility subsidiaries, whose legal authority to pay dividends or make 
other distributions to us is subject to regulation. As with most other 
companies, the payment of dividends is restricted by laws in the 
states where we conduct business. In certain cases, our ability to 
pay dividends to our common shareholders is limited by (1) our 
ability to pay our debts as they become due in the usual course of 
business and satisfy our obligations under certain financing 
agreements, including our debt-to-capitalization covenant, (ii) our 
ability to maintain total assets below total liabilities, and (Hi) our ability 
to satisfy our obligations to any preferred shareholders. 

Accumulated Other Comprehensive Loss 

Our comprehensive income (loss) includes net income and net 
Income attributable to AGL Resources Inc. plus OCI, which includes 
changes in fair value of certain derivatives designated as cash flow 
hedges, certain changes in pension and other retirement benefit 
plans and reclassifications for amounts included in net income and 
net income attributable to AGL Resources Inc. For more information 
on our derivative instruments, see Note 5. For more information on 
our pensions and retirement benefit obligations, see Note 6. Our 
comprehensive income (loss) amounts are aggregated within our 
accumulated other comprehensive loss. The following table 
provides the components of our accumulated other comprehensive 
loss balances, net of the related tax effects allocated to each 
component of OCI. 

Pension & Accumulated 

other other 

Derivative retirement comprehensive 

in millions Instruments"' obligations'" income (loss) 

As of Dec. 31, 2008 
Other comprehensive income 
As of Dec. 31, 2009 
Other comprehensive loss 
Purchase of additional 15% 
ownership interest in SouthStar 

Asof Dec. 31,2010 
Other comprehensive loss 
As of Dec. 31, 2011 

$ (3) 
1 

(2) 
(5) 

(1) 
(8) 
(2) 

$(10) 

$(131) 
17 

(114) 
(28) 

— 
(142) 
(65) 

$(207) 

$(134) 
18 

(116) 
(33) 

(1) 
(150) 

(67) 
$(217) 

'^'income taxes for the years ending December 31. 2011, 2010 and 2009 were immaterial. 

'̂ ' Income taxes for the years ending December 31, 2011, 2010 and 2009 were $41 million, 

$20 million and $10 million, respectively. 

Note 10 Non-Wholly Owned Entities 

As of December 31,2011, we had ownership interests in SouthStar, 
Triton, Horizon Pipeline and Sawgrass Storage. 

Variable Interest Entities 

On a quarterly basis we evaluate all of our owner interests to 
determine If they represent a variable interest entity (VIE) as defined 
by the authoritative accounting guidance on consolidation, and if 
so, which party is the primary beneficiary. We have determined that 
SouthStar, a joint venture owned by us and Piedmont, is the only 
VIE for which we are the primary beneficiary, which requires us to 
consolidate its assets, liabilities and Statements of Income. Earnings 
from SouthStar in 2011, 2010 and 2009 were allocated entirely in 
accordance with the ownership interests. We account for our 
ownership of SouthStar in accordance with authoritative accounting 
guidance which is fully described within Note 2. 

SouthStar markets natural gas and related services under the 
trade name Georgia Natural Gas to retail customers primarily in 
Georgia, and under various other trade names to retail customers 
In Ohio, Florida and New York and to commercial and industrial 
customers, principally in Alabama, Florida, North Carolina, South 
Carolina and Tennessee. The primary risks associated with 
SouthStar are discussed in our risk factors included in Item 1A. 

The following table illustrates the effect that our 2009 purchase 
of an additional 15% ownership percentage, which became 
effective in January 2010, had on our equity. 

Premium on 

common stocl< 

Accumulated other 

comprehensive loss Total 

Purchase of additional 
15% ownership interest $(51) $(1) $(52) 

Our conclusion that SouthStar is a VIE resulted from our equal 
voting rights with Piedmont not being proportional to our economic 
obligation to absorb 85% of losses or residual returns from the joint 
venture. Following are additional factors we considered in 
determining that we have the power to direct SouthStar's activities 
that most significantly impact Its performance. 

Operations 
Our wholly owned subsidiary, Atianta Gas Light, provides the 
following services in accordance with Georgia Commission 
authorization that affect SouthStar's operations: 

• provides meter reading services for SouthStar's customers 
in Georgia 

• maintains and expands the natural gas Infrastructure In Georgia 
• markets the benefits of natural gas, performs outreach to 

residential and commercial developers, offers natural gas 
appliance rebates and billboard and print advertising, all of 
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which support SouthStar's efforts to maintain and expand its 
residential, commercial and Industrial customers in its largest 
market, Georgia 

• assigns storage and transportation capacity used in delivering 
natural gas to SouthStar's customers 

Liquidity and capital resources 

• we provide guarantees for SouthStar's activities with its 
counterparties, its credit exposure and to certain natural gas 
suppliers in support of SouthStar's payment obligations 

• SouthStar utilizes the AGL Capital commercial paper program for 
its liquidity and working capital requirements. We support 
SouthStar's daily cash management activities and assist 
with ensuring SouthStar has adequate liquidity and working 
capital resources 

Bacic office functions 

• in accordance with our services agreement, we provide services 
to SouthStar with respect to accounting, information technology, 
credit and internal controls 

SouthStar's financial results are seasonal in nature, with 
business depending to a great extent on the first and fourth quarters 
of each year. SouthStar's current assets consist primarily of natural 
gas inventory, derivative instruments and receivables from its 
customers. SouthStar also has receivables from us due to its 
participation in AGL Capital's commercial paper program. See 
Note 2 for additional discussions of SouthStar's inventories. 
SouthStar's restricted assets consist of customer deposits and 
were immaterial as of December 31, 2011 and 2010. SouthStar's 
current liabilities consist primarily of accrued natural gas costs, 
other accrued expenses, customer deposits, derivative instruments 
and payables to us from its participation in AGL Capital's 
commercial paper program. 

As of December 31, 2011, SouthStar's current assets, which 
approximate fair value, exceeded its current liabilities, long-term 
assets and other deferred debits, long-term liabilities and other 
deferred credits by approximately $56 million. SouthStar's other 
contractual commitments and obligations, including operating 
leases and agreements with third party providers, do not contain 
terms that would trigger material financial obligations in the event 
that such contracts were terminated. As a result, our maximum 
exposure to a loss at SouthStar is considered to be immaterial. 
SouthStar's creditors have no recourse to our general credit 
beyond our corporate guarantees we have provided to SouthStar's 
counterparties and natural gas suppliers. We have provided no 
financial or other support that was not previously contractually 
required. With the exception of our corporate guarantees, we have 
not entered into any arrangements that could require us to provide 
financial support to SouthStar. 

Price and volume fluctuations of SouthStar's natural gas 
inventories can cause significant variations in our working capital 
and cash flow from operations. Changes in our operating cash flows 
are also attributable to SouthStar's working capital changes resulting 
from the impact of weather, the timing of customer collections, 
payments for natural gas purchases and cash collateral amounts 
that SouthStar maintains to facilitate its derivative instruments. 

Cash flows used in our investing activities include capital 
expenditures for SouthStar for the year ended December 31, of 
$2 million for 2011, $3 million for 2010 and $2 million for 2009. 
Cash flows used in our financing activities include SouthStar's 
distribution to Piedmont for its portion of SouthStar's annual 
earnings from the previous year. Generally, this distribution occurs 
in the first or second quarter of each fiscal year. For the year ended 
December 31, 2011, SouthStar distributed $16 million to Piedmont 
and $27 million during the year ended December 31, 2010. The 
decrease of $11 million was primarily the result of our increased 
ownership percentage of SouthStar in 2010. 

The following table provides additional information on 
SouthStar's assets and liabilities as of the periods presented, 
which are consolidated within our Consolidated Statements of 
Financial Position. 

December 31, 2011 

Consolidated SouthStar i" %I2) 

December 31, 2010 

Consolidated SouthStar"' %BI 

Current assets 
Long-term assets and other deferred debits 
Total assets 
Current liabilities 
Long-term liabilities and other deferred credits 
Total Liabilities 
Equity 
Total liabilities and equity 

$ 2,746 
11,167 

$13,913 
$ 3,084 

7,490 
10,574 
3,339 

$13,913 

$210 
9 

$219 
$ 77 

77 
142 

$219 

8% 

2% 
2% 

1 
4 
2% 

$2,166 
5,354 

$7,520 
$2,432 
3,252 
5,684 
1,836 

$7,520 

$239 
9 

$248 
$ 93 

93 
155 

$248 

11 % 

3% 
4% 

2 
8 
3% 

''' These amounts reflect information for SouthStar and do not include intercompany eliminations and the balances of our wholly owned subsidiary with an 85% ownership interest in SouthStar, 

'^'SouthStar's percentage of the amount on our Consolidated Statements ot Financial Position. 
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Equity Method Investments 

Triton We have an Investment in Triton, a cargo container leasing 
company. Container equipment that is acquired by Triton is 
accounted for in tranches as defined in Triton's operating 
agreement, and investors make capital contributions to Triton to 
invest in each of the tranches. As of December 31, 2011, we had 
invested in seven tranches established by Triton. 

Horizon Pipeline We have a 50% owned joint venture with Natural 
Gas Pipeline Company of America that is regulated by the FERC. 
Horizon Pipeline operates an approximate 70 mile natural gas 
pipeline from Joliet, Illinois to near the Wisconsin/Illinois border. 
Nicor Gas typically contracts for 70% to 80% of the total capacity. 

Sawgrass Storage We have a 50% owned joint venture with 
Samson Contour Energy that is currently In its development stage. 
The purpose of the joint venture is to develop, operate and market 
the services of a natural gas storage and pipeline facility in Louisiana. 

Our Investments that are accounted for under the equity 
method are as follows: 

Our net equity investment income for the twelve months ended 
December 31, 2011, was approximately $1 million. During the 
same period, we received an Immaterial amount of dividends from 
our equity investees. 

Note 11 Commitments, Guarantees and 
Contingencies 

We have incurred various contractual obligations and financial 
commitments in the normal course of our operating and financing 
activities that are reasonably likely to have a material effect on 
liquidity or the availability of capital resources. Contractual 
obligations include future cash payments required under existing 
contractual arrangements, such as debt and lease agreements. 
These obligations may result from both general financing activities 
and from commercial arrangements that are directly supported by 
related revenue-producing activities. The following table illustrates 
our expected future contractual payments such as debt and lease 
agreements, and commitments as of December 31, 2011. 

Triton 
Horizon Pipeline 
Other 

Total 

$ 76 
18 
8 

$102 
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Recorded contractual obligations: 
Long-term debt"' 
Short-term debt" 
Pipeline replacement program costs'" 
Environmental remediation liabilities"' 

;3,431 

1,338 

276 
327 

$ -
1,338 

131 
37 

$225 

— 
145 
66 55 45 

2017 & 

2016 thereafter 

$200 $545 $2,461 

32 92 
Total $5,372 $1,506 $436 $ 55 $245 $577 $2,553 

Unrecorded contractual obligations 
and commitments"'""': 

Pipeline charges, storage capacity and gas supply"" 
Interest charges'"' 
Operating leases'" 
Asset management agreements"' 
Standby letters of credit, performance / surety bonds'" 
Other 

$2,263 

2,581 

220 
26 
22 
14 

$781 

169 
32 
11 
18 
5 

$494 

161 
25 
9 
4 
3 

$269 

158 
20 
3 
— 
2 

$164 

149 
19 
2 
— 
2 

$ 85 

137 
18 
1 
— 
2 

$ 470 

1,807 

106 
— 
— 
— 

Total $5,126 $1,016 $696 $452 $336 $243 $2,383 
'̂ ' Excludes the $99 millioh step up to fair value of first mortgage bonds, $f 8 miilioh unamortized debt premium and $13 million interest rate swaps fair value adjustment. 

'̂ 1 Inoludes curreht portion of long-term debt of $15 million, which matures in June 20f 2 and current portion of capital leases. 

'̂ Mncludes charges recoverable through rate rider mechanisms. 

'•"In accordance with GAAP, these items are not reflected in our Consolidated Statements of Financial Position. 

'̂ 1 Includes charges recoverable through a rtaturai gas cost recoverv mechanism or alternatively billed to fvlarketers and demand charges associated with Sequent. The gas supply amount includes amounts 

for Nicor Gas and SouthStar gas commodity purchase commitments of 67 Bcf at floating gas prices calculated using fonward natural gas prices as of December 31, 20f f, and is valued at $222 miltion. 

As we do for other subsidiaries, we provide guarantees to certain gas suppliers for SouthStar in support of payment obligations, 

if̂ 'Floating rate interest charges are calculated based on the interest rate as of December 31, 2011 and the maturity date of the underlying debt instrument. As of December 31, 2011, we have $61 millioh 

of accnjed Interest on our Consolidated Statements of Financial Position that will be paid in 2012. 

'''We have certain operating leases with provisions for step rent or escalation payments and certain lease concessions. We account for these leases by recognizing the future minimum lease payments on 

a straight-line basis over the respective minimum lease terms, in accordance with authoritative guidance related to leases. However, this lease accounting treatment does not affect the future annual 

operating lease cash obligations as shown herein. Our operating teases are primarily for real estate. 

'̂ 1 Represent fixed-fee minimum payments for Sequent's affiliated asset management agreements. 

'̂ 'We provide guarantees to certain municipalities and other agencies and certain gas suppliers of SouthStar in suppprt of payment obligations. 

'""Based on the current funding status of the plans, we would be required to make a minimum contribution to our pension plans of apprpximateiy $36 million in 2012. We may make additional contributions 

in 2012. 

Substitute Natural Gas 

On September 30, 2011, Nicor Gas signed an agreement to 
purchase approximately 25 Bcf of SNG annually for a 10-year term 
beginning as eariy as 2015. The counterparty intends to construct 
a 60 Bcf per year coal gasification plant in southern Illinois. The 
project is expected to be financed by the counterparty with external 
debt and equity. In addition, the final price of the SNG may exceed 
market prices and is dependent upon a variety of factors, including 
plant construction costs, and is not estimable. The price of the SNG 
under this contract could potentially be significantly more than 
market price. However, this agreement complies with an Illinois 
statute that authorizes full recovery of the purchase costs; therefore 
we expect to recover such costs. Since the purchase agreement Is 
contingent upon various milestones to be achieved by the 
counterparty to the agreement, our obligation is not certain at this 
time. While the purchase agreement is a variable interest in the 
counterparty, we have concluded, based on a qualitative evaluation, 
that we are not the primary beneficiary required to consolidate the 
counterparty. No amount has been recognized on our Statement of 
Financial Position in connection with the purchase agreement. 

On October 11,2011, the Illinois Power Agency (IPA) approved 
the form of a draft 30-year contract for the purchase of 20 Bcf per 
year of SNG from a second proposed plant beginning as eariy as 
2018. In November 2011, Nicor Gas filed a lawsuit against the IPA 
and the developer of this second proposed plant contending that 
the draft contract approved by the IPA does not conform to certain 
requirements of the enabling legislation. The lawsuit is pending in 
circuit court in DuPage County, Illinois. In accordance with the 
enabling legislation, the draft contract approved by the IPA for the 
second proposed plant was submitted to the Illinois Commission 
for further approvals by that regulatory body. The Illinois Commission 
issued an order on January 10, 2012 approving a final form of 
contract for the second plant. The final form of contract approved 
by the Illinois Commission modified the draft contract submitted by 
the IPA in various respects. Both we and the developer of the plant 
have filed applications for rehearing with the Illinois Commission 
seeking changes to the final form of contract it approved. 

The price of the SNG that may be produced from both of the 
coal gasification plants may significantly exceed market prices and 
is dependent upon a variety of factors, including plant construction 
costs, and is currently not estimable. Illinois laws provided that 
prices paid for SNG purchase from the plants are to be considered 
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prudent and not subject to review or disallowance by the Illinois 
Commission. No amount has been recognized on our Statement of 
Financial Position in connection with this contract. 

Contingencies and Guarantees 

Contingent financial commitments, such as financial guarantees, 
represent obligations that become payable only if certain predefined 
events occur and include the nature of the guarantee and the 
maximum potential amount of future payments that could be 
required of us as the guarantor. We have certain subsidiaries that 
enter into various financial and performance guarantees and 
indemnities providing assurance to third parties. 

Financial guarantees Tropic Equipment Leasing Inc. (TEL), 
a wholly owned subsidiary, holds our interest in Triton and has an 
obligation to restore to zero any deficit in its equity account for 
income tax purposes in the unlikely event that Triton is liquidated 
and a deficit balance remains. This obligation continues for the life 
of the Triton partnerships and any payment is effectively limited to 
the assets of TEL, which were approximately $76 million at 
December 31,2011. We believe the likelihood of any such payment 
by TEL is remote. No liability has been recorded for this obligation. 

Performance guarantees Nicor Services markets product 
warranty contracts that provide for the repair of heating, ventilation 
and air conditioning equipment, natural gas lines and other 
appliances within homes. Revenues from these product warranty 
contracts are recognized ratably over the coverage period, and 
related repair costs are charged to expense as incurred. 

Indemnities In certain instances, we have undertaken to 
indemnify current property owners and others against costs 
associated with the effects and/or remediation of contaminated 
sites for which we may be responsible under applicable federal or 
state environmental laws, generally with no limitation as to the 
amount. These Indemnifications relate primarily to ongoing coal 
tar cleanup, as discussed in Environmental Matters. We believe 
that the likelihood of payment under our other environmental 
indemnifications is remote. No liability has been recorded for such 
indemnifications. 

Environmental Matters 

We are subject to federal, state and local laws and regulations 
governing environmental quality and pollution control. These laws 
and regulations require us to remove or remedy the effect on the 
environment of the disposal or release of specified substances at 
current and former operating sites. The following table provides 
more information on the costs related to remediation of our former 
operating sites. 

In millions 

Illinois 
Georgia and Florida 
New Jersey 
North Carolina 

$134-
42-

124-
10-

Cost 

estimate 

range 

-$216 
- 98 
- 174 
- 16 

Amount 

recorded 

$134 
58 

124 
11 

Expected costs 

over next 

twelve months 

$19 
7 
9 
2 

Total $310-$504 $327 $37 

We have confirmed 14 former operating sites in Georgia and 
Florida where Atlanta Gas Light, or its predecessors, owned or 
operated all or part of these sites. As of December 31, 2011, the 
soil and sediment remediation program was substantially complete 
for all Georgia sites, except for a few remaining areas of recently 
discovered impact, although groundwater cleanup continues. 
Investigation is concluded for one phase of the Oriando, Florida site; 
however, the Environmental Protection Agency has not approved 
the cleanup plans. For elements of the Georgia and Florida sites 
where we still cannot provide engineering cost estimates, 
considerable variability remains in future cost estimates. 

We have Identified 6 former operating sites in New Jersey 
where Elizabethtown Gas owned or operated all or part of these 
sites. Material cleanups of these sites have not been completed nor 
are precise estimates available for future cleanup costs and 
therefore considerable variability remains in future cost estimates. 
We have also identified a site in North Carolina, which is subject to 
a remediation order by the North Carolina Department of Energy 
and Natural Resources, and there are no cost recovery mechanisms 
for the environmental remediation. 

We have identified 26 sites in Illinois for which we have some 
responsibility. Nicor Gas and Commonwealth Edison Company are 
parties to an agreement to cooperate in cleaning up residue at 
many of these sites. The agreement allocates to Nicor Gas 51.73% 
of cleanup costs for 23 sites, no portion of the cleanup costs for 
14 other sites and 50% of general remediation program costs that 
do not relate exclusively to particular sites. In addition to the sites 
from the agreement with Commonwealth Edison Company there 
are 3 sites in which we have sole responsibility. Information 
regarding preliminary site reviews has been presented to the Illinois 
Environmental Protection Agency for certain sites. More detailed 
investigations and remedial activities are complete, in progress or 
planned at many of these sites. 
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Our ERC liabilities are customarily reported estimates of future 
remediation costs for our former operating sites that are 
contaminated based on probabilistic models of potential costs and 
on an undiscounted basis. However, we have not yet performed 
these probabilistic models for all of our sites in Illinois, which will be 
completed in 2012. The results of the detailed site-by-site 
investigations will determine the extent additional remediation is 
necessary and provide a basis for estimating additional future costs. 
As of December 31, 2011, we had recorded a liability in connection 
with these matters of $134 million. In accordance with Illinois 
Commission authorization, we have been recovering, and expect to 
continue to recover, these costs from our customers, subject to 
annual prudence reviews. 

Our ERC liabilities are included as a corresponding regulatory 
asset. These recoverable ERC assets are a combination of accrued 
ERC liabilities and recoverable cash expenditures for investigation 
and cleanup costs. We primarily recover these costs through rate 
riders and expect to collect $7 million in revenues over the next 
12 months which is reflected as a current asset. We recovered 
$11 million in 2011, $13 million in 2010 and $20 million in 2009 from 
our ERC rate riders. 

Litigation 

We are involved in litigation arising in the normal course of business. 
Although in some cases the company is unable to estimate the 
amount of loss reasonably possible in addition to any amounts 
already recognized, it is possible that the resolution of these 
contingencies, either individually or in aggregate, will require the 
company to take charges against, or will result in reductions in, 
future earnings. It is the opinion of management that the resolution 
of these contingencies, either individually or in aggregate, could be 
material to earnings in a particular period but will not have a material 
adverse effect on our consolidated financial position, results of 
operations or cash flows. 

SouthStar Litigation In February 2008, a class action lawsuit 
was tiled in the Superior Court of Fulton County in the State of 
Georgia against Georgia Natural Gas alleging that it charged its 
customers of variable rate plans prices for natural gas that were in 
excess ofthe published price, failed to give proper notice regarding 
the availability of potentially lower price plans and that it changed its 
methodology for computing variable rates. Georgia Natural Gas 
asserts that no violation of law or Georgia Commission rules has 
occurred. This lawsuit was dismissed in September 2008. The 
plaintiffs appealed the dismissal ofthe lawsuit and, in May 2009, the 
Georgia Court of Appeals re'i/ersed the lower court's order. In June 
2009, Georgia Natural Gas tiled a petition for reconsideration with 
the Georgia Supreme Court. In October 2009 the Georgia Supreme 
Court agreed to review the Court of Appeals' decision. Accordingly, 
the Georgia Supreme Court held oral arguments in January 2010. 
In March 2010 the Georgia Supreme Court upheld the Court of 
Appeals' decision. A settlement agreement was reached with the 

plaintiffs' in December 2011. SouthStar asserts that no violation of 
law or Georgia Commission rules has occurred, however they 
agreed to settle in order to avoid the further expense and 
inconvenience of litigation. 

Litigation Related to ttie Nicor Merger We were named as 
a defendant in several class action lawsuits brought by purported 
Nicor shareholders challenging Nicor's merger with us. The 
complaints alleged that we aided and abetted alleged breaches of 
fiduciary duty by Nicor's Board of Directors. The shareholder 
actions sought, among other things, declaratory and injunctive 
relief, including orders enjoining the defendants from completing the 
merger and, in certain circumstances, damages. This lawsuit was 
settled on December 7, 2011. 

PBR Proceeding Nicor Gas' PBR plan for natural gas costs 
went into effect in 2000 and was terminated January 1, 2003. 
Under this plan, Nicor Gas' total gas supply costs were compared 
to a market-sensitive benchmark. Savings and losses relative to 
the benchmark were determined annually and shared equally with 
sales customers. The PBR plan is currently under review by the 
Illinois Commission as there are allegations that Nicor Gas acted 
improperly in connection with the PBR plan. On June 27, 2002, the 
Citizens Utility Board (CUB) filed a motion to reopen the record in 
the Illinois Commission's proceedings to review the PBR plan (the 
"Illinois Commission Proceedings"). As a result of the motion to 
reopen, Nicor Gas, the staff of the Illinois Commission and CUB 
entered into a stipulation providing for additional discovery. The 
Illinois Attorney General's Office (lAGO) has also intervened in this 
matter. In addition, the lAGO issued Civil Investigation Demands 
(CDs) to CUB and the Illinois Commission staff. The CIDs ordered 
that CUB and the Illinois Commission staff produce all documents 
relating to any claims that Nicor Gas may have presented, or 
caused to be presented, false information related to its PBR 
plan. We have committed to cooperate fully in the reviews of the 
PBR plan. 

The Nicor Board of Directors directed management to, among 
other things, make appropriate adjustments to account for, and 
fully address, the adverse consequences to ratepayers, and 
conduct a detailed study of the adequacy of internal accounting 
and regulatory controls. The adjustments were made in prior years' 
financial statements resulting in a $25 million liability. Included in this 
$25 million liability is a $4 million loss contingency. A $2 million 
adjustment to the previously recorded liability, which is discussed 
below, was made in 2004 increasing the recorded liability to 
$27 million. By the end of 2003, we completed steps to correct the 
weaknesses and deficiencies identified In the detailed study of the 
adequacy of internal controls. 

On February 5, 2003, CUB filed a motion for $27 million in 
sanctions against Nicor Gas in the Illinois Commission Proceedings. 
In that motion, CUB alleged that Nicor Gas' responses to certain 
CUB data requests were false. Also on February 5, 2003, CUB 
stated in a press release that, in addition to $27 million in sanctions, 
it would seek additional refunds to consumers. On March 5, 2003, 
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the Illinois Commission staff filed a response brief in support of 
CUB'S motion for sanctions. On May 1, 2003, the Administrative 
Law Judges assigned to the proceeding issued a ruling denying 
CUB'S motion for sanctions. CUB has filed an appeal of the motion 
for sanctions with the Illinois Commission, and the Illinois Commission 
has indicated that it will not rule on the appeal until the final 
disposition of the Illinois Commission Proceedings. It is not possible 
to determine how the Illinois Commission will resolve the claims of 
CUB or other parties to the Illinois Commission Proceedings. 

In 2004, Nicor Gas became aware of additional information 
relating to the activities of individuals affecting the PBR plan for the 
period from 1999 through 2002, including information consisting of 
third party documents and recordings of telephone conversations 
from Entergy-Koch Trading, LP (EKT), a natural gas, storage and 
transportation trader and consultant with whom Nicor Gas did 
business under the PBR plan. Review of additional information 
completed in 2004 resulted In the $2 million adjustment to the 
previously recorded liability referenced above. 

The evidentiary hearings on this matter were stayed in 2004 
in order to permit the parties to undertake additional third party 
discovery from EKT. In December 2006, the additional third party 
discovery from EKT was obtained and the Administrative Law 
Judge issued a scheduling order that provided for Nicor Gas to 
submit direct testimony by April 13, 2007. Nicor Gas submitted 
direct testimony in April 2007, rebuttal testimony in April 2011 and 
surrebuttal testimony in December 2011. In surrebuttal testimony, 
we sought $6 million, which included interest due to us of 
$2 million, as of December 31, 2011. The staff of the Illinois 
Commission, lAGO and CUB submitted direct testimony to the 
Illinois Commission In April 2009 and rebuttal testimony in October 
2011. In rebuttal testimony, the staff of the Illinois Commission, 
lAGO and CUB requested refunds of $85 million, $255 million and 
$305 million, respectively. 

In February 2012, we committed to a stipulated resolution of 
issues with the staff of the Illinois Commission, which includes 
crediting Nicor Gas customers $64 million, but does not constitute 
an admission of fault. This resulted in a $37 million adjustment to 
the previously recorded $27 million liability referenced above. The 
stipulated resolution is not final and is subject to review and 
approval by the Illinois Commission. The CUB and lAGO are not 
parties to the stipulated resolution and continue to pursue their 
claims in the proceeding. Evidentiary hearings, on this matter are 
scheduled to begin on February 28, 2012. The $64 million proposed 
credit is consistent with the estimated liability we recorded for this 
matter as part of our accounting for the merger with Nicor. 

We are unable to predict the outcome of the Illinois 
Commission's review or our potential exposure thereunder. Since 
the PBR plan and historical gas costs are still under Illinois 
Commission review, the final outcome could be materially different 
than the amounts reflected In our financial statements as of 
December 31, 2011. 

Nicor Services Warranty Product Actions In the first 
quarter of 2011, three putative class actions were filed against 
Nicor Services and Nicor Gas, and in one case against Nicor. In 
September 2011, the three cases were consolidated into a single 
class action pending in state court in Cook County, Illinois. The 
plaintiffs purport to represent a class of customers of Nicor Gas 
who purchased appliance warranty and service plans from Nicor 
Services and/or a class of customers of Nicor Gas who purchased 
the Gas Line Comfort Guard product from Nicor Services. In the 
consolidated action, the plaintiffs variously allege that the marketing, 
sale and billing ofthe Nicor Services appliance warranty and service 
plans and Gas Line Comfort Guard violate the Illinois Consumer 
Fraud and Deceptive Business Practices Act, constitute common 
law fraud and result in unjust enrichment of Nicor Services and 
Nicor Gas. The plaintiffs seek, on behalf of the classes they purport 
to represent, actual and punitive damages, interest, costs, attorney 
fees and injunctive relief. While we are unable to predict the 
outcome of these matters or to reasonably estimate our potential 
exposure related thereto, if any, and have not recorded a liability 
associated with this contingency, the final disposition of this matter 
is not expected to have a material adverse impact on our liquidity 
or financial condition. 

Municipal Tax Matters Many municipalities in Nicor Gas' 
service territory have enacted ordinances that impose taxes on gas 
sales to customers within municipal boundaries. Most of these 
municipal taxes are imposed on Nicor Gas based on revenues 
generated by Nicor Gas within the municipality. Other municipal 
taxes are imposed on natural gas consumers within the municipality 
but are collected from consumers and remitted to the municipality 
by us. A number of municipalities have instituted audits of Nicor 
Gas' tax remittances. In May 2007, five of those municipalities filed 
an action against Nicor Gas in state court in DuPage County, Illinois 
relating to these tax audits. Following a dismissal of this action 
without prejudice by the trial court, the municipalities filed an 
amended complaint. The amended complaint seeks, among other 
things, compensation for alleged unpaid taxes. We are contesting 
the claims in the amended complaint. In December 2007, 25 
additional municipalities, all represented by the same audit firm 
involved in the lawsuit, issued assessments to Nicor Gas claiming 
that it failed to provide information requested by the audit firm and 
owed the municipalities back taxes. We believe the assessments 
are improper and have challenged them. While we are unable to 
predict the outcome of these matters or to reasonably estimate our 
potential exposure related thereto, if any, and have not recorded a 
liability associated with this contingency, the final disposition of 
these matters is not expected to have a material adverse impact on 
our liquidity or financial condition. 

On February 8, 2010, the lAGO issued a subpoena to Nicor 
Gas to provide documents in connection with an lAGO investigation 
pursuant to the Illinois Whistleblower Reward and Protection Act. 
On November 30, 2010, the lAGO issued Nicor Gas an amended 
request for information. According to the subpoena, the lAGO 
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investigation relates to billing practices used with certain customer 
accounts involving government funds. While we believe the billing 
practices comply with Illinois Commission requirements, we are 
unable to predict the outcome of this matter or reasonably estimate 
its potential exposure, if any, and have not recorded a liability 
associated with this matter. 

other In addition to the matters set forth above, we are 
involved in legal or administrative proceedings before various courts 
and agencies with respect to general claims, taxes, environmental, 
gas cost prudence reviews and other matters. Although unable to 
determine the ultimate outcome of these other contingencies, we 
believe that these amounts are appropriately reflected in our 
financial statements, including the recording of appropriate liabilities 
when reasonably estimable. 

Note 12 Income Taxes 

Income Tax Expense 

The relative split between current and deferred taxes is due to a 
variety of factors including true ups of prior year tax returns, and 
most importantly, the timing of our property-related deductions. 
Components of income tax expense shown in the Consolidated 
Statements of Income are shown in the following table. 

2011 2010 2009 

Current income taxes 
Federal 

State 
Deferred income taxes 

Federal 
State 

Amortization of investment tax credits 

$(89) $ 37 $ 23 
1 12 8 

196 86 94 
18 6 11 

(1) (1) (1) 
Total $125 $140 $135 

The reconciliations between the statutory federal income tax 
rate, the effective rate and the related amount of tax for the years 
ended December 31, 2011, 2010 and 2009 on our Consolidated 
Statements of Income are presented in the following table. 

In millions 2011 2010 

Computed tax expense 
at statutory rate 

State income tax, net of 
federal income tax benefit 

Tax effect of net income 
attributable to the 
noncontrolling interest 

Amortization of investment 

$109 $136 $134 

14 15 16 

(6) (11) 

tax credits 
Affordable housing credits 
Flexible dividend deduction 
Change in control payments 
Merger transaction costs 
Other - net 
Total income tax expense 
on Consolidated Statements 
of Income 

(1) 
(1) 
(2) 
9 
3 

— 

$125 

(1) 
(2) 
(2) 
-
-
— 

$140 

(1) 
(2) 
(2) 
-
— 
1 

$135 

Accumulated Deferred Income Tax Assets 
and Liabilities 

We report some of our assets and liabilities differently for financial 
accounting purposes than we do for income tax purposes. We 
report the tax effects of the differences in those items as deferred 
income tax assets or liabilities in our Consolidated Statements of 
Financial Position. We measure the assets and liabilities using 
income tax rates that are currently in effect. Because of the 
regulated nature of the utilities' business, we recorded a regulatory 
tax liability In accordance with authoritative guidance related to rate-
regulated entities, which we are amortizing over approximately 
30 years (see Note 2). Our deferred tax assets include $137 million 
related to an unfunded pension and other retirement benefit 
obligation, an increase of $43 million from 2010. 
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We have provided a valuation allowance for some of these 
Items that reduce our net deferred tax assets to amounts we believe 
are more likely than not to be realized in future periods. With respect 
to our continuing operations, we have net operating losses in 
various jurisdictions. Components that give rise to the net 
accumulated deferred income tax liability are as follows. 

As of December 3f, 
In millions 2011 2010 

Accumulated deferred 
income tax liabilities 

Property - accelerated depreciation 
and other property-related items 

Mark to market 
Investments in partnerships 
Other 
Acquisition intangibles 
Undistributed earnings of 
foreign subsidiaries 
Total accumulated deferred income 
tax liabilities 

Accumulated deferred 
Income tax assets 

Deferred investment tax credits 
Unfunded pension and other retirement 
benefit obligation 

Other 
Total accumulated deferred 
income tax assets 

Valuation allowances'" 
Total accumulated deferred income 
tax assets, net of valuation allowance 
Net accumulated deferred tax liability 

$1,418 
22 
42 
91 
34 

39 

1,646 

10 

137 
57 

204 

(3) 

201 
$1,445 

$863 
11 
— 
— 
— 

— 

874 

4 

94 
11 

109 

(3) 

106 
$768 

iii Valuation allowance is due to the net operating losses on a former non-operating subsidiary 

that are not allowed In New Jersey. 

To the extent foreign cargo shipping earnings are not 
repatriated to the United States, such earnings are not currently 
subject to taxation. In addition, to the extent such earnings are 
indefinitely reinvested offshore, no deferred income tax expense is 
recorded by us. At December 31, 2011, we had approximately 
$39 million of deferred income tax liabilities related to approximately 
$104 million of cumulative undistributed earnings of our foreign 
subsidiaries. We have not recorded deferred income taxes of 
approximately $31 million on approximately $89 million of 
cumulative undistributed foreign earnings. 

Tax Benefits 

As of December 31, 2011 and December 31, 2010, we did not 
have a liability for unrecognized tax benefits. Based on current 
information, we do not anticipate that this will change materially in 

2012. As of December 31, 2011, we did not have a liability recorded 
for payment of interest and penalties associated with uncertain 
tax positions. 

We file a United States federal consolidated income tax return 
and various state income tax returns. We are no longer subject to 
income tax examinations by the Internal Revenue Service or In any 
state for years before 2007. 

Note 13 Segment Information 

Our operating segments comprise revenue-generating components 
of our company for which we produce separate financial information 
internally that we regularly use to make operating decisions and 
assess performance. Our determination of reportable segments 
considers the strategic operating units under which we manage 
sales of various products and services to customers in differing 
regulatory environments. We manage our businesses through five 
operating segments — distribution operations, retail operations, 
wholesale services, midstream operations, cargo shipping and one 
non-operating segment, other. 

Our distribution operations segment is the largest component 
of our business and includes natural gas local distribution utilities in 
seven states — Illinois, Georgia, Virginia, New Jersey, Florida, 
Tennessee and Maryland. These utilities construct, manage, and 
maintain intrastate natural gas pipelines and distribution facilities. 
Although the operations of our distribution operations segment are 
geographically dispersed, the operating subsidiaries within the 
distribution operations segment are regulated utilities, with rates 
determined by individual state regulatory commissions. These 
natural gas distribution utilities have similar economic and risk 
characteristics. 

We are also involved in several related and complementary 
businesses. Our retail operations segment includes retail natural 
gas marketing to end-use customers primarily in Georgia as well as 
various businesses that market retail energy-related products and 
services to residential and small business customers in Illinois. 
Additionally, our retail operations segment provides warranty 
protection solutions to customers and customer move connection 
services for utilities. Our wholesale services segment includes 
natural gas asset management and related logistics activities for 
each of our utilities as well as for nonaffiliated companies, natural 
gas storage arbitrage and related activities. Our midstream 
operations segment includes the development and operation of 
high-deliverability natural gas storage assets. 

Our cargo shipping segment transports containerized freight 
between Florida, the eastern coast of Canada, the Bahamas and 
the Caribbean region. The cargo shipping segment also includes 
amounts related to cargo insurance coverage sold to its customers 
and other third parties. The cargo shipping segment's vessels are 
under foreign registry, and its containers are considered instruments 
of international trade. Although the majority of its long-lived assets 
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are foreign owned and its revenues are derived from foreign 
operations, the functional currency is generally the United States 
dollar. Our cargo shipping segment also includes an equity 
investment in Triton, a cargo container leasing business. Profits and 
losses are generally allocated to investor's capital accounts in 
proportion to their capital contributions. Our investment in Triton is 
accounted for under the equity method, and our share of earnings 
are reported within "Other Income" on our Consolidated Statements 
of Income. 

Our other segment includes intercompany eliminations 
and aggregated subsidiaries that are not significant enough on a 
stand-alone basis and that do not fit into one of our other five 
operating segments. 

We evaluate segment performance using the non-GAAP 
measure of EBIT, that includes operating income, other income and 
expenses, and equity investment income. Items we do not include 
in EBIT are income taxes and financing costs, including interest and 
debt expense, each of which we evaluate on a consolidated basis. 
We believe EBIT is a useful measurement of our performance 
because it provides information that can be used to evaluate the 

effectiveness of our businesses from an operational perspective, 
exclusive of the costs to finance those activities and exclusive of 
income taxes, neither of which is directly relevant to the efficiency 
of those operations. 

You should not consider EBIT an alternative to, or a more 
meaningful indicator of, our operating performance than operating 
income or net income as determined in accordance with GAAP. In 
addition, our EBIT may not be comparable to a similarly titled 
measure of another company. The reconciliations of EBIT to 
operating income, earnings before Income taxes and net income for 
2011, 2010 and 2009 are presented below. 

in millions 

Operating income 
Other income (expense) 
EBIT 
Interest expense 
Earnings before income taxes 
Income taxes 
Net income 

2011 

$440 
7 

447 
136 
311 
125 

$186 

2010 

$500 

(1) 
499 
109 
390 
140 

$250 

2009 

$476 
9 

485 
101 
384 
135 

$249 

Summarized Statements of Income, Statements of Financial Position and capital expenditure information by segment as of and for the 
years ended December 31, 2011, 2010 and 2009 are shown in the following tables. Please note that our segments have changed as a result 
of our merger with Nicor and amounts from the periods presented have been reclassified between the segments to reflect these changes. 

In mitlions 

2011 
Operating revenues fi-om external parties 
Intercompany revenues'" 

Total operating revenues 

Distribution 

operations 

$ 1,451 
146 

1,597 

Retail 

operations 

$702 

702 

Wholesale 

services 

$ 95 
3 

98 

l^ldstream 

operatiens 

$ 70 

70 

Cargo 

shipping 

$ 19 

19 

intercompany 

eliminations'''' 

$ 1 
(149) 
(148) 

Consolidated 

$ 2,338 

2,338 

Operating expenses 
Cost of goods sold 
Operation and maintenance 
Depreciation and amortization 
Nicor merger expenses'" 
Taxes other than income taxes 

625 
362 

160 
— 

44 

534 
71 

2 
— 

2 

41 

48 
1 

— 

3 

33 
15 
10 
— 

3 

12 

7 
1 

— 
_ 

(148) 

(13) 
12 

68 
5 

1,097 
490 
186 

68 
57 

Total operating expenses 
Operating income (loss) 
Other income 
EBIT 
Identifiable and total assets"' 
Goodwill 
Capital expenditures 

1,191 
406 

6 
$ 412 
$11,020 
$ 1,586 
$ 365 

609 
93 

$ 93 
$501 
$124 
$ 2 

93 
5 

$ 5 
$1,214 
$ 2 

$ 1 

61 
9 

$ 9 
$635 
$ 16 
$ 35 

20 

(1) 
1 

$ -
$481 
$ 77 

$ -

(76) 
(72) 

$ (72) 
$ 62 

$8 
$ 24 

1,898 
440 

7 
$447 

$13,913 
$ 1,813 
$ 427 
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Operating expenses 
Cost of goods sold 
Operation and maintenance 
Depreciation and amortization 
Nicor merger expenses'" 
Taxes other than income taxes 

other and 

Iri millions 

2010 
Operating revenues from external parties 
Intercompany revenues'" 

Total operating revenues 

Distribution 

operations 

$1,349 
145 

1,494 

Retail 

operations 

$840 

840 

Wholesale 

sen/ices 

$ 121 

121 

Midstream 

operations 

$ 46 

46 

Cargo 

shipping 

$ -

— 

intercompany 

eliminations '̂ i 

$ 17 
(145) 
(128) 

Consolidated 

$2,373 

2,373 

615 
358 
138 

657 
76 
2 

16 
52 
2 

16 
17 
5 

35 

40) 

(6) 
13 
6 
4 

1,164 
497 
160 

6 
46 

Total operating expenses 
Operating income (loss) 
Other income (expense) 
EBIT 
Identifiable and total assets'" 
Goodwill 
Capital expenditures 

1,146 
348 

4 
$ 352 
$5,484 
$ 404 
$ 357 

737 
103 

$103 
$259 
$ -
$ 3 

73 
48 

1 
$ 49 
$1,326 

$ -
$ 2 

40 
6 

$6 
$471 
$ 14 
$126 

— 
— 

$ -
$ -
$ -
$ -

(123) 

(5) 
(6) 

$ (11) 
$ (20) 
$ -
$ 22 

1,873 
500 

(1) 
$499 

$7,520 
$ 418 
$ 510 

Other and 

In miilions 

2009 
Operating revenues from external parties 
Intercompany revenues'" 

Total operating revenues 

Distribution 

operations 

$1,348 
138 

1,486 

Retail 

operations 

$801 

801 

Wholesale 

sen/ices 

$ 121 

121 

Midstream 

operations 

$ 22 

22 

Cargo 

shipping 

$ -

— 

intercompany 

eliminations '•" 

$ 25 
(138) 
(113) 

Consolidated 

$2,317 

2,317 
Operating expenses 

Cost of goods sold 
Operation and maintenance 
Depreciation and amortization 
Nicor merger expenses'" 
Taxes other than income taxes 

646 
352 
135 

620 
71 
4 

10 
59 
3 

— 
15 
3 

35 

(134) 
— 
13 

5 

1,142 
497 
158 

44 
Total operating expenses 

Operating income (loss) 
Other income (expense) 
EBIT 
Identifiable and total assets'" 
Goodwill 
Capital expenditures 

1,168 
318 

9 
$ 327 
$5,222 
$ 404 
$ 354 

696 
105 

$105 
$261 

$ -
$ 2 

74 
47 

$ 47 
$1,168 

$ -
$ 1 

19 
3 

$3 
$332 
$ 14 
$110 

— 
— 

$ -
$ -
$ -
$ -

(116) 
3 

$3 
$ 96 

$ -
$ 9 

1,841 
476 

9 
$ 485 
$7,079 
$ 418 
$ 476 

'"'Mntercompany revenues - wholesale services records its energy marketing and risk management revenues on a net basis and its total operating revenues include intercompany revenues of $449 million in 

2011, $473 million in 2010 and $425 million in 2009. 

'̂ i Transaction expenses associated w/ith the Nicor merger are shown separately to better compare year-over-year results. 

*-̂5 Identifiable assets are those used in each segment's operations. 

''" Our other segment's assets consist primarily of cash and cash equivalents, property, plant and equipment and the effect of intercompany eliminations. 



Note 14 Selected Quarterly Financial Data (Unaudited) 

Our quarterly financial data for 2011, 2010 and 2009 are summarized below. The variance in our quarteriy earnings is the result of the seasonal 
nature of our primary business. 

In millions, except per share amounts June 30 Sept. 30 Dec. 31 

2011 
Operating revenues 
Operating income 
Net Income (loss) attributable to AGL Resources Inc. 
Basic earnings (loss) per common share attributable to 

AGL Resources Inc. common shareholders 
Diluted earnings (loss) per common share attributable to 

AGL Resources Inc. common shareholders 

$ 878 
238 
124 

1.60 

1.59 

$375 
60 
18 

0.23 

0.23 

$ 295 

24 

(3) 

(0.04) 

(0.04) 

$790 
118 
33 

0.37 

0.37 

2010 
Operating revenues 
Operating income 
Net income attributable to AGL Resources Inc. 
Basic earnings per common share attributable to 

AGL Resources Inc. common shareholders 
Diluted earnings per common share attributable to 

AGL Resources Inc. common shareholders 

$1,003 
253 
134 

1.74 

1.73 

5 359 
48 
14 

0.17 

0.17 

$ 346 
62 
22 

0.29 

0.29 

$665 
137 

64 

0.82 

0.81 
2009 
Operating revenues 
Operating income 
Net income attributable to AGL Resources Inc. 
Basic earnings per common share attributable to 

AGL Resources Inc. common shareholders 
Diluted earnings per share attributable to 

AGL Resources Inc. common shareholders 

995 
230 
119 

1.55 

1.55 

$377 

55 
20 

0.26 

0.26 

$ 307 

43 
12 

0.16 

0.16 

$638 

148 
71 

0.92 

0.92 

Our basic and diluted earnings per common share are calculated based on the weighted daily average number of common shares and 
common share equivalents outstanding during the quarter. Those totals differ from the basic and diluted earnings per common share attributable 
to AGL Resources Inc. common shareholders shown in the Consolidated Statements of Income, which are based on the weighted average 
number of common shares and common share equivalents outstanding during the entire year. 
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Item 9. Changes In and Disagreements 
with Accountants on Accounting and 
Financial Disclosure 

None 

Item 9A. Controls and Procedures 

Conclusions Regarding the Effectiveness of 
Disclosure Controls and Procedures 

Under the supervision and with the participation of our management. 
Including our principal executive officer and principal flnancial 
officer, we conducted an evaluation of our disclosure controls and 
procedures, as such term is defined under Rule 13a-15(e) 
promulgated under the Securities Exchange Act of 1934, as 
amended (the Exchange Act). No system of controls, no matter 
how well-designed and operated, can provide absolute assurance 
that the objectives of the system of controls are met, and no 
evaluation of controls can provide assurance that the system of 
controls has operated effectively in all cases. Our disclosure 
controls and procedures however are designed to provide 
reasonable assurance that the objectives of disclosure controls and 
procedures are met. 

Based on this evaluation, our principal executive officer and 
our principal financial officer concluded that our disclosure controls 
and procedures were effective as of December 31, 2011, in 
providing a reasonable level of assurance that information we are 
required to disclose In reports that we file or submit under the 
Exchange Act is recorded, processed, summarized and reported 
within the time periods in SEC rules and forms, including a 
reasonable level of assurance that information required to be 
disclosed by us in such reports is accumulated and communicated 
to our management, including our principal executive officer and 
our principal financial officer, as appropriate to allow timely decisions 
regarding required disclosure. 

Changes in internal Control over 
Financial Reporting 

Other than changes resulting from the Nicor merger discussed 
below, there were no changes in our Internal control over financial 
reporting that occurred during the fourth quarter ended 
December 31, 2011, that have materially affected, or are reasonably 
likely to materially affect, our internal control over financial reporting. 

On December 9, 2011, we completed our merger with Nicor. 
As permitted by the Securities and Exchange Commission, 
management has elected to exclude Nicor from management's 
assessment of the effectiveness of our Internal control over financial 
reporting for the year ended December 31, 2011. 

Reports of Management and Independent 
Registered Public Accounting Firm on Internal 
Control Over Financial Reporting 

Management has assessed, and our independent registered public 
accounting firm, PricewaterhouseCoopers LLP, has audited, 
our Internal control over financial reporting as of December 31, 
2011. The unqualified reports of management and 
PricewaterhouseCoopers LLP thereon are included In Item 8 of 
this Annual Report on Form 10-K and are incorporated by 
reference herein. 

Item 9B. Other Information 

None 
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PART III 

Item 10. Directors, Executive Officers and Corporate Governance 

Executive Officers of the Registrant 

Set forth below are the names, ages and positions of our executive officers along with their business experience during the past five years. All 
officers sen/e at the discretion of our Board of Directors. All information is as of the date of the filing of this report, 

Name, age and position with the company Periods sen/ed 

John W. Somerhalder II, Age 56 
Chairman, President and Chief Executive Officer 
President and Chief Executive Officer 

October 2007 - Present 
March 2006 - October 2007 

Ralph Cleveland, Age 49 
Executive Vice President and President, Nicor Gas 
Executive Vice President, Engineering and Operations 
Senior Vice President, Engineering and Operations 

December 2011 - Present 
December 2008 - December 2011 

February 2005 - December 2008 

Andrew W. Evans, Age 45 
Executive Vice President and Chief Financial Officer 
Executive Vice President, Chief Financial Officer and Treasurer 
Executive Vice President and Chief Financial Officer 

November 2010 - Present 
June 2009 - November 2010 

May 2006 - June 2009 

Henry P. Linginfelter, Age 51 
Executive Vice President, Distribution Operations 
Executive Vice President, Utility Operations 
Senior Vice President, Mid-Atlantic Operations 

December 2011 - Present 
June 2007 - December 2011 
November 2004 - June 2007 

Melanie M. Piatt, Age 57 
Executive Vice President and Chief People Officer 
Senior Vice President, Human Resources and Marketing Communications 
Senior Vice President, Human Resources 

December 2011 - Present 
November 2008 - December 2011 

September 2004 - November 2008 

Paul R. Shianta, Age 54 
Executive Vice President, General Counsel and Chief Ethics and Compliance Officer September 2005 - Present 

Peter I. Tumnfiinello, Age 49 
Executive Vice President, Wholesale Sen/ices, and President Sequent 
President, Sequent 
Executive Vice President, Business Development and Support, Sequent 
Vice President, Corporate Business Development 

December 2011 - Present 
April 2010 - December 2011 

February 2007 - April 2010 
November 2005 - February 2007 
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The other information required by this item with respect to directors 
will be set forth under the captions "Proposal I - Election of 
Directors", - "Corporate Governance - Ethics and Compliance 
Program," - "Committees of the Board" and "- Audit Committee" 
in the Proxy Statement for our 2012 Annual Meeting of Shareholders 
or in a subsequent amendment to this report. The information 
required by this item with respect to Section 16(a) beneficial 
ownership reporting compliance will be set forth under the caption 
"Section 16(a) Beneficial Ownership Reporting Compliance" in the 
Proxy Statement or subsequent amendment referred to above. All 
such information that is provided in the Proxy Statement is 
incorporated herein by reference. 

Item 11. Executive Compensation 

The information required by this item will be set forth under the 
captions "Compensation and Management Development 
Committee Report," "Compensation and Management 
Development Committee Interiocks and Insider Participation," 
"Director Compensation," "Compensation Discussion and Analysis" 
and "Executive Compensation" in the Proxy Statement or 
subsequent amendment referred to in Item 10 above. All such 
information that is provided in the Proxy Statement is incorporated 
herein by reference, except for the information under the caption 
"Compensation and Management Development Committee 
Report" which is specifically not so incorporated herein by reference. 

Item 13. Certain Relationships and Related 
Transactions and Director Independence 

The information required by this item will be set forth under the 
captions "Corporate Governance - Director Independence" and "-
Policy on Related Person Transactions" and "Certain Relationships 
and Related Transactions" in the Proxy Statement or subsequent 
amendment referred to in Item 10 above. All such information that 
is provided in the Proxy Statement is incorporated herein by 
reference. 

Item 14. Principal Accounting Fees 
and Services 

The information required by this item will be set forth under the 
caption "Proposal 2 - Ratification of the Appointment of 
PricewaterhouseCoopers LLP as Our Independent Registered 
Public Accounting Firm for 2012" in the Proxy Statement or 
subsequent amendment to referred to in Item 10 above. All such 
information that is provided in the Proxy Statement is incorporated 
herein by reference. 

Item 12. Security Ownership of Certain 
Beneficial Owners and Management and 
Related Stockholder Matters 

The information required by this Item will be set forth under the 
captions "Share Ownership" and "Executive Compensation - Equity 
Compensation Plan Information" in the Proxy Statement or 
subsequent amendment referred to in Item 10 above. All such 
information that is provided in the Proxy Statement is incorporated 
herein by reference. 
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PART IV 

Item 15. Exhibits, Financial Statement 
Schedules 

(a) Documents Filed as Part of This Report. 

3.1 Amended and Restated Articles of Incorporation filed 
December 9, 2011, with the Secretary of State of the state 
of Georgia (Exhibit 3.1, AGL Resources Inc. Form 8-K filed 
December 13, 2011). 

(1) Financial Statements Included in Item 8 are the following: 

• Report of Independent Registered Public Accounting Firm 
• Management's Report on Internal Control Over Financial 

Reporting 
• Consolidated Statements of Financial Position as of 

December 31, 2011 and 2010 
• Consolidated Statements of Income for the years ended 

December 31, 2011, 2010 and 2009 
• Consolidated Statements of Comprehensive Income (Loss) for 

the years ended December 31, 2011, 2010 and 2009 
• Consolidated Statements of Equity for the years ended 

December 31, 2011, 2010 and 2009 
• Consolidated Statements of Cash Flows for the years ended 

December 31, 2011, 2010 and 2009 
• Notes to Consolidated Financial Statements 

(2) Financial Statement Schedules 

Financial Statement Schedule II. Valuation and Qualifying 
Accounts - Allowance for Uncollectible Accounts and Income Tax 
Valuations for Each of the Three Years in the Period Ended 
December 31, 2011. 

Schedules other than those referred to above are omitted and are 
not applicable or not required, or the required information is shown 
in the financial statements or notes thereto. 

(3) Exhibits 

The Commission file number reference for any exhibit incorporated 
by reference is 001-14174 unless otherwise indicated. 

2.1 Agreement and Plan of Merger among AGL Resources Inc., 
Apollo Acquisition Corp, Ottawa Acquisition LLC and 
Nicor Inc., dated December 6, 2010 (Exhibit 2.1, 
AGL Resources Inc. Form 8-K filed December 7, 2010). 

2.2 Waiver entered into as of February 4, 2011, by and 
among AGL Resources Inc., Apollo Acquisition Corp. and 
Nicor Inc. (Exhibit 2.1, AGL Resources Inc. Form 8-K filed 
February 9, 2011). 

3.2 Bylaws, as amended on December 9, 2011 (Exhibit 3.2, 
AGL Resources Inc. Form 8-K filed December 13, 2011). 

4.1 Specimen form of Common Stock certificate (Exhibit 4.1, 
AGL Resources Inc. Form 10-Q for the fiscal quarter ended 
September 30, 2007). 

4.2.a Specimen AGL Capital Corporation 6.00% Senior Notes 
due 2034 (Exhibit 4.1, AGL Resources Inc. Form 8-K filed 
September 27, 2004). 

4.2.b Form of Guarantee of AGL Resources Inc. dated as of 
September 27, 2004 regarding the AGL Capital Corporation 
6.00% Senior Notes due 2034 (Exhibit 4.3, AGL Resources 
Inc. Form 8-K filed September 27, 2004). 

4.3.a Specimen AGL Capital Corporation 4.95% Senior 
Notes due 2015 (Exhibit 4.1, AGL Resources Inc. Form 8-K 
filed December 21, 2004). 

4.3.b Form of Guarantee of AGL Resources Inc. dated as of 
December 20, 2004 regarding the AGL Capital Corporation 
4.95% Senior Notes due 2015 (Exhibit 4.3, AGL Resources 
Inc. Form 8-K filed December 21, 2004). 

4.4.a Form of AGL Capital Corporation 6.375% Senior Notes due 
2016 (Exhibit 4.1, AGL Resources Inc. Form 8-K filed 
December 14, 2007). 

4.4.b Form of Guarantee of AGL Resources Inc. dated as of 
December 14, 2007 regarding the AGL Capital Corporation 
6.375% Senior Notes due 2016 (Exhibit 4.2, AGL Resources 
Inc. Form 8-K filed December 14, 2007). 

4.5.a Specimen AGL Capital Corporation 4.45% Senior Notes 
due2013(Exhibit4.1.g, AGL Resources Inc. Form 10-K for 
the fiscal year ended December 31, 2007). 

4.5.b Form of Guarantee of AGL Resources Inc. dated as of 
July 2, 2003 regarding the AGL Capital Corporation 4.45% 
Senior Notes due 2013 (Exhibit 4.3.e, AGL Resources Inc. 
Form 10-K for the fiscal year ended December 31, 2007). 
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4.6.a Specimen AGL Capital Corporation 5.25% Senior 
Notes due 2019 (Exhibit 4.1, AGL Resources Inc. Form 8-K 
filed August 10, 2009). 

4.6.b Form of Guarantee of AGL Resources Inc. dated as of 
August 10, 2009 regarding the AGL Capital Corporation 
5.25% Senior Notes due 2019 (Exhibit 4.2, AGL Resources 
Inc, Form 8-K filed August 2009). 

4.7.a. Form of AGL Capital Corporation 5.875% Senior 
Notes due 2041 (Exhibit 4.1, AGL Resources Inc. Form 8-K 
filed March 21, 2011). 

4.7.b Form of Guarantee of AGL Resources Inc. dated as of 
March 21, 2011 regarding the AGL Capital Corporation 
5.875% Senior Notes due 2041 (Exhibit 4.2, AGL 
Resources Inc. Form 8-K filed March 21, 2011). 

4.11 Indenture, dated February 20, 2001 among AGL Capital 
Corporation, AGL Resources Inc. and The Bank of New 
York, as Trustee (Exhibit 4.2, AGL Resources Inc. 
registration statement on Form S-3, filed on September 17, 
2001, No. 333-69500). 

4.12 Indenture of Commonwealth Edison Company to 
Continental Illinois National Bank and Trust Company of 
Chicago, Trustee, dated as of January 1, 1954 
(Exhibit 4.01, Northern Illinois Gas Company Form 10-K for 
the fiscal year ended December 31,1995, File No. 1 -7296). 

4.12.a Indenture of Adoption of Northern Illinois Gas Company to 
Continental Illinois National Bank and Trust Company of 
Chicago, Trustee, dated Februan/ 9, 1954 (Exhibit 4.02, 
Northern Illinois Gas Company Form 10-K for the fiscal year 
ended December 31, 1995, File No. 1-7296). 

4.8.a Form of AGL Capital Corporation 3.500% Senior Notes due 
2021 (Exhibit 4.1, AGL Resources Inc. Form 8-K filed 
September 20, 2011). 

4.8.b Form of Guarantee of AGL Resources Inc. dated as of 
September 2011 regarding the AGL Capital Corporation 
3.500% Senior Notes due 2021 (Exhibit 4.2, AGL 
Resources Inc. Form 8-K filed September 20, 2011). 

4.9.a Form of AGL Capital Corporation Series A Senior Notes due 
2016 (Exhibit 4.1, AGL Resources Inc. Form 8-K filed 
September 7, 2011). 

4.9.b Form of AGL Capital Corporation Series B Senior Notes 
due 2018 (Exhibit 4.2, AGL Resources Inc. Form 8-K filed 
September 7, 2011). 

4.10.a Indenture, dated as of December 1,1989, between Atlanta 
Gas Light Company and Bankers Trust Company, as 
Trustee (Exhibit 4(a), Atlanta Gas Light Company registration 
statement on Form S-3, No. 33-32274). 

4.10.b First Supplemental Indenture dated as of March 16, 1992, 
between Atlanta Gas Light Company and NationsBank of 
Georgia, National Association, as Successor Trustee 
(Exhibit 4(a), Atlanta Gas Light Company registration 
statement on Form S-3, No. 33-46419). 

4.12.b Supplemental Indenture, dated February 15, 1998, of 
Northern Illinois Gas Company to Harris Trust and Savings 
Bank, Trustee, under Indenture dated as of January 1, 
1954 (Exhibit 4.19, Northern Illinois Gas Company 
Form 10-K for the fiscal year ended December 31, 1997, 
File No. 1 -7296). 

4.12.C Supplemental Indenture, dated May 15, 2001, of Northern 
Illinois Gas Company to BNY Midwest Trust Company, 
Trustee, under Indenture dated as of January 1, 1954 
(Exhibit 4.18, Northern Illinois Gas Company registration 
statement on Form S-3 filed July 20, 2001, File No. 
333-65486). 

4.12.d Supplemental Indenture, dated December 1, 2003, of 
Northern Illinois Gas Company to BNY Midwest Trust 
Company, Trustee, under Indenture dated as of January 1, 
1954 (Exhibit 4.09, Northern Illinois Gas Company 
Form 10-K for the fiscal year ended December 31, 2003, 
File No. 1 -7296). 

4.12.e Supplemental Indenture, dated December 1, 2003, of 
Northern Illinois Gas Company to BNY Midwest Trust 
Company, Trustee, under Indenture dated as of January 1, 
1954 (Exhibit 4.10, Northern Illinois Gas Company 
Form 10-K for the fiscal year ended December 31, 2003, 
File No. 1-7296). 
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4.12.f Supplemental Indenture, dated December 1, 2003, of 
Northern Illinois Gas Company to BNY Midwest Trust 
Company, Trustee, under Indenture dated as of January 1, 
1954 (Exhibit 4.11, Northern Illinois Gas Company 
Form 10-K for the fiscal year ended December 31, 2003, 
File No. 1 -7296). 

4.12.g Supplemental Indenture, dated December 1, 2006, of 
Northern Illinois Gas Company to BNY Midwest Trust 
Company, Trustee, under Indenture dated as of January 1, 
1954 (Exhibit 4.11, Northern Illinois Gas Company 
Form 10-K for the fiscal year ended December 31, 2006, 
File No. 1-7296). 

4.12.h Supplemental Indenture, dated August 1,2008, of Northern 
Illinois Gas Company to BNY Mellon Trust Company, 
Trustee, under Indenture dated January 1, 1954 (Exhibit 
4.01, Northern Illinois Gas Company Form 10-Q for the 
fiscal quarter ended September 30, 2008, File No. 1-7296). 

lO.l.d AGL Resources Inc. 2006 Non-Employee Directors Equity 
Compensation Plan, amended and restated as of 
December 9, 2011 (Exhibit 10.2, AGL Resources Inc. 
Form 8-K dated December 15, 2011). 

10.1.6 AGL Resources Inc. 1998 Common Stock Equivalent 
Plan for Non-Employee Directors (Exhibit lO.l.b, AGL 
Resources Inc. Form 10-Q for the quarter ended 
December 31, 1997). 

10.1 .f First Amendment to the AGL Resources Inc. 1998 
Common Stock Equivalent Plan for Non-Employee 
Directors (Exhibit 10.5, AGL Resources Inc. Form 10-Q for 
the quarter ended March 31, 2000). 

lO.l.g Second Amendment to the AGL Resources Inc. 1998 
Common Stock Equivalent Plan for Non-Employee 
Directors (Exhibit 10.4, AGL Resources Inc. Form 10-Q for 
the quarter ended September 30, 2002). 

4.12.1 Supplemental Indenture, dated July 23, 2009, of Northern 
Illinois Gas Company to BNY Mellon Trust Company, 
Trustee, under Indenture dated as of January 1, 1954 
(Exhibit 4.01, Northern Illinois Gas Company Form 10-Q for 
the fiscal quarter ended June 30, 2009, File No. 1 -7296). 

4.12.J Supplemental Indenture, dated February 1, 2011, of 
Northern Illinois Gas Company to BNY Mellon Trust 
Company, Trustee, under Indenture dated as of January 1, 
1954 (Exhibit 4.12, Northern Illinois Gas Company 
Form 10-K for the fiscal year ended December 31, 2010, 
File No. 1 -7296). 

Director Compensation Contracts, Plans and Arrangements 

10.1.a AGL Resources Inc. Amended and Restated 1996 Non-
Employee Directors Equity Compensation Plan (Exhibit 
10.1, AGL Resources Inc. Form 10-Q for the quarter ended 
September 30, 2002). 

10.1 .b First Amendment to the AGL Resources Inc. Amended and 
Restated 1996 Non-Employee Directors Equity 
Compensation Plan (Exhibit lO.l.o, AGL Resources Inc. 
Form 10-K for the fiscal year ended December 31, 2002). 

10.1.C Second Amendment to the AGL Resources Inc. Amended 
and Restated 1996 Non-Employee Directors Equity 
Compensation Plan (Exhibit lO.l.k, AGL Resources Inc. 
Form 10-Q for the quarter ended June 30, 2007). 

lO.l.h Third Amendment to the AGL Resources Inc. 1998 
Common Stock Equivalent Plan for Non-Employee 
Directors (Exhibit 10.5, AGL Resources Inc. Form 10-Q for 
the quarter ended September 30, 2002). 

10.1.1 Fourth Amendment to the AGL Resources Inc. 1998 
Common Stock Equivalent Plan for Non-Employee 
Directors (Exhibit 10.1 .m, AGL Resources Inc. Form 10-Q 
for the quarter ended June 30, 2007). 

lO.l.j Fifth Amendment to the AGL Resources Inc. 1998 
Common Stock Equivalent Plan for .Non-Employee 
Directors. (Exhibit 10.1.1, AGL Resources Inc. Form 10-K 
for the fiscal year ended December 31, 2008). 

lO.l.k Form of Stock Award Agreement for Non-Employee 
Directors (Exhibit 10.1.a], AGL Resources Inc. Form 10-K 
for the fiscal year ended December 31, 2004). 

10.1.1 Form of Nonqualified Stock Option Agreement for Non-
Employee Directors (Exhibit lO.l.ak, AGL Resources Inc. 
Form 10-K for the fiscal year ended December 31, 2004). 

10.1.m Form of Director Indemnification Agreement, dated 
April 28, 2004, between AGL Resources Inc., on behalf 
of itself and the Indemnities named therein (Exhibit 10.3, 
AGL Resources Inc. Form 10-Q for the quarter ended 
June 30, 2004). 
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Executive Compensation Contracts, Plans and Arrangements 

lO.l.aa AGL Resources Inc. Long-Term Incentive Plan (1999), as 
amended and restated as of Januar/ 1, 2002 (Exhibit 
99.2, AGL Resources Inc. Form 10-Q for the quarter 
ended March 31, 2002). 

lO.l.ab First amendment to the AGL Resources Inc. Long-Term 
Incentive Plan (1999), as amended and restated (Exhibit 
lO.l.b, AGL Resources Inc. Form 10-K for the fiscal year 
ended December 31, 2004). 

lO.l.ac Second amendment to the AGL Resources Inc. 
Long-Term Incentive Plan (1999), as amended and 
restated (Exhibit 10.1.1, AGL Resources Inc. Form 10-Q 
for the quarter ended June 30, 2007). 

lO.l.ad Third amendment to the AGL Resources Inc. 
Long-Term Incentive Plan (1999), as amended and 
restated. (Exhibit 10.1.ad, AGL Resources Inc. Form 
10-K for the fiscal year ended December 31, 2008). 

10.1 .as AGL Resources Omnibus Performance Incentive Plan, 
as Amended and Restated (Annex A of AGL Resources 
Inc.'s Schedule 14A, File No. 001-14174, filed with the 
Securities and Exchange Commission on March 14, 
2011). 

lO.l.af Form of Restricted Stock Unit (RSU) Agreement under 
Omnibus Performance Incentive Plan, as Amended 
and Restated. 

lO.l.ag Form of Restricted Stock Agreement under Omnibus 
Performance Incentive Plan, as Amended and Restated. 

lO.l.aj Form of Incentive Stock Option Agreement - AGL 
Resources Inc. 2007 Omnibus Performance Incentive 
Plan (Exhibit 10.1 .b, AGL Resources Inc. Form 10-Q for 
the quarter ended June 30, 2007). 

10.1.ak Form of Nonqualified Stock Option Agreement - AGL 
Resources Inc. 2007 Omnibus Performance Incentive 
Plan (Exhibit 10.1 .c, AGL Resources Inc. Form 10-Q for 
the quarter ended June 30, 2007). 

10.1.al Form of Performance Cash Award Agreement -
AGL Resources Inc. 2007 Omnibus Performance 
Incentive Plan (Exhibit 10.1 .al, AGL Resources Inc. Form 
10-K for the fiscal year ended December 31, 2009). 

10.1.am Form of Restricted Stock Agreement (performance 
based) - AGL Resources Inc. 2007 Omnibus Performance 
Incentive Plan (Exhibit lO.I.e, AGL Resources Inc. 
Form 10-Q for the quarter ended June 30, 2007). 

10.1.an Form of Restricted Stock Agreement (time based) -AGL 
Resources Inc. 2007 Omnibus Performance Incentive 
Plan (Exhibit 10.1 .f, AGL Resources Inc. Form 10-Q for 
the quarter ended June 30, 2007). 

lO.l.ao Form of Restricted Stock Unit Agreement - AGL 
Resources Inc. 2007 Omnibus Performance Incentive 
Plan (Exhibit 10.1 .ao, AGL Resources Form 10-K for the 
fiscal year ended December 31, 2009). 

10.1 .ap Form of Stock Appreciation Rights Agreement -
AGL Resources Inc. 2007 Omnibus Performance 
Incentive Plan (Exhibit 10.1 .h, AGL Resources Inc. Form 
10-Q for the quarter ended June 30, 2007). 

lO.l.ah AGL Resources Inc. 2007 Omnibus Performance 
Incentive Plan (Annex A of AGL Resources Inc.'s 
Schedule 14A, File No. 001-14174, filed with the 
Securities and Exchange Commission on March 19, 
2007). 

10.1 .aq Form of Incentive Stock Option Agreement, Nonqualified 
Stock Option Agreement and Restricted Stock 
Agreement for key employees (Exhibit 10.1, AGL 
Resources Inc. Form 10-Q for the quarter ended 
September 30, 2004). 

lO.l.al First Amendment to the AGL Resources Inc. 2007 
Omnibus Performance Incentive Plan (Exhibit lO.l.ai, 
AGL Resources Inc. Form 10-K for the fiscal year ended 
December 31, 2008). 

lO.l.ar Form of Performance Unit Agreement for key employees 
(Exhibit 10.1 .e, AGL Resources Inc. Form 10-K for the 
fiscal year ended December 31, 2004). 



10.1.as Forms of Nonqualified Stock Option Agreement without 
the reload provision (LTIP and Officer Plan) (Exhibit 10.1, 
AGL Resources Inc. Form 8-K filed March 18, 2005). 

10.1.at Form of Nonqualified Stock Option Agreement with the 
reload provision (Officer Plan) (Exhibit 10.2, AGL 
Resources Inc. Form 8-K filed March 18, 2005). 

lO.l.au Form of Restricted Stock Unit Agreement and 
Performance Cash Unit Agreement for key employees 
(Exhibit 10.2 and 10.3, respectively, AGL Resources Inc. 
Form 8-K filed February 24, 2006). 

lO.l.av AGL Resources Inc. Nonqualified Savings Plan as 
amended and restated as of January 1, 2009. (Exhibit 
10.1.av, AGL Resources Inc. Form 10-K for the fiscal 
year ended December 31, 2008). 

10.1.aw Form of AGL Resources Inc. Annual Incentive Plan. 

10.2 Guaranty Agreement, effective December 13, 2005, by 
and between Atlanta Gas Light Company and AGL 
Resources Inc. (Exhibit 10.2, AGL Resources Inc. Form 
10-K for the fiscal year ended December 31, 2006). 

10.2.a Form of Commercial Paper Dealer Agreement between 
AGL Capital Corporation, as Issuer, AGL Resources Inc., 
as Guarantor, and the Dealers named therein, dated 
September 25, 2000 (Exhibit 10.79, AGL Resources Inc. 
Form 10-K for the fiscal year ended September 30, 
2000). 

10.2.b Guarantee of AGL Resources Inc., dated October 5, 
2000, of payments on promissory notes issued by AGL 
Capital Corporation (AGLCC) pursuant to the Issuing and 
Paying Agency Agreement dated September 25, 2000, 
between AGLCC and The Bank of New York 
(Exhibit 10.80, AGL Resources Inc. Form 10-K for the 
fiscal year ended September 30, 2000). 

lO.l.ax Description of Supplemental Executive Retirement Plan 
for John W. Somerhalder II. (Exhibit 10.1.ay, AGL 
Resources Inc. Form 10-K for the fiscal year ended 
December 31,2008). 

lO.l.ay AGL Resources Inc. Excess Benefit Plan as amended 
and restated as of January 1, 2009. (Exhibit lO.l.az, 
AGL Resources inc. Form 10-K for the fiscal year ended 
December 31,2008). 

lO.l.az Form of Continuity Agreement, dated December 1, 
2011, by and between AGL Resources inc., on behalf of 
itself and AGL Sen/ices Company (its wholly owned 
subsidiary) and certain officers, including John W. 
Somerhalder II, Andrew W. Evans, Henry P. Linginfelter, 
Paul R. Shianta and Peter I. Tumminello (Exhibit 10.1, 
AGL Resources Inc. Form 8-K dated December 7, 
2011). 

lO.l.ba Description of compensation for each of John W. 
Somerhalder, Andrew W. Evans, Henry P. Linginfelter, 
Paul R. Shianta, and Peter I. Tumminello (our Named 
Executive Officers for the year ended December 31, 
2010) incorporated herein by reference to the 
Compensation Discussion and Analysis section of the 
AGL Resources Inc. Proxy Statement for the Annual 
Meeting of Shareholders held May 3, 2011 filed on 
March 14,2011). 

10.2.C Issuing and Paying Agency Agreement, dated September 
25, 2000, between AGL Capital Corporation and The 
Bank of New York (Exhibit 10.81, AGL Resources Inc. 
Form 10-K for the fiscal year ended September 30, 
2000). 

10.4 Note Purchase Agreement dated August 31, 2011, by 
and among AGL Capital Corporation as issuer, AGL 
Resources Inc. as guarantor and each of the note 
purchasers signatory thereto (Exhibit 10.1, AGL 
Resources Inc. Form 8-K filed September 7, 2011). 

lO.S.a Amended and Restated Master Environmental 
Management Services Agreement, dated July 25, 2002 
by and between Atlanta Gas Light Company and The 
RETEC Group, Inc. (Exhibit 10.2, AGL Resources Inc. 
Form 10-Q for the quarter ended June 30, 2003). 
(Confidential treatment pursuant to 17 CFR Sections 
200.80 (b) and 240.24-b has been granted regarding 
certain portions of this exhibit, which portions have been 
filed separately with the Commission). 

lO.S.b Modification to the Amended and Restated Master 
Environmental Management Services Agreement, dated 
February 1, 2005 by and between Atlanta Gas Light 
Company and The RETEC Group, Inc. (Exhibit 10.6.b, 
AGL Resources Inc. Form 10-K for the fiscal year ended 
December 31, 2008). 
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10.5.C Term Extension to the Amended and Restated Master 
Environmental Management Services Agreement, dated 
August 1, 2005 by and between Atlanta Gas Light 
Company and The RETEC Group, Inc. (Exhibit 10.6.C, 
AGL Resources Inc. Form 10-K for the fiscal year ended 
December 31, 2008). 

lO.S.d Modification to the Amended and Restated Master 
Environmental Management Services Agreement, dated 
June 30, 2005 by and between Atlanta Gas Light 
Company and The RETEC Group, Inc. (Exhibit 10.6.d, 
AGL Resources Inc. Form 10-K for the fiscal year ended 
December 31,2008). 

lO.S.e Second Modification to the Amended and Restated 
Master Environmental Management Services Agreement, 
dated February 1, 2006 by and between Atlanta Gas Light 
Company and The RETEC Group, Inc. (Exhibit 10.6.e, 
AGL Resources Inc. Form 10-K for the fiscal year ended 
December 31, 2008). 

10.5.f Third Modification to the Amended and Restated Master 
Environmental Management Services Agreement, dated 
February 1, 2008 by and between Atlanta Gas Light 
Company and The RETEC Group, Inc. (Exhibit 10.6.f, 
AGL Resources Inc. Form 10-K for the fiscal year ended 
December 31, 2008). 

lO.S.g Fourth Modification to the amended and Restated Master 
Environmental Management Services Agreement dated 
as of February 1, 2009 by and between Atlanta Gas Light 
Company and the RETEC Group, Inc. (Exhibit 10.6, AGL 
Resources Inc. Form 10-Q for the quarter ended 
March 31, 2009). 

10.5.h Environmental Services Agreement, dated July 16, 2009, 
by and between Atlanta Gas Light Company and 
MACTEC Engineering and Consulting, Inc. (Exhibit 10.2, 
AGL Resources Inc. Form 10-Q for the quarter ended 
September 30, 2009). 

10.6.3 SouthStar Energy Services LLC Amended and 
Restated Agreement, dated April 1, 2004 by and between 
Georgia Natural Gas Company and Piedmont Energy 
Company (Exhibit 10, AGL Resources Inc. Form 10-Q for 
the quarter ended March 31, 2004). 

10.6.b Third Amendment to Amended and Restated Limited 
Liability Company Agreement, dated July 29, 2009, by 
and between Georgia Natural Gas Company and 
Piedmont Energy Company (Exhibit 10, AGL Resources 
Inc. Form 10-Q for the quarter ended June 30, 2009). 

10.7 Credit Facility, dated as of December 15, 2011 among 
Northern Illinois Gas Company, an Illinois corporation, as 
borrower, the several banks and other financial institutions 
or entities from time to time parties to this Agreement, as 
lenders, SunTrust Bank, as administrative agent and 
lender. Wells Fargo Bank, National Association and The 
Bank of Tokyo-Mitsubishi UFJ, Ltd., as co-syndication 
agents and lenders, and JPMorgan Chase Bank, N.A. 
and U.S. Bank National Association, as co-documentation 
agents and lenders (Exhibit 10.1, AGL Resources Inc. 
Form 8-K filed December 15, 2011). 

10.8.a Amended and Restated Credit Agreement, dated as of 
November 10, 2011, among AGL Resources Inc., as 
guarantor, AGL Capital Corporation, as borrower, Wells 
Fargo Bank, National Association, as administrative agent 
and issuing lender, SunTrust Bank and JPMorgan Chase 
Bank, N.A., as co-syndication agents, JPMorgan Chase 
Bank, N.A. as issuing lender. Bank of America, N.A. and 
The Bank of Tokyo-Mitsubishi UFJ, Ltd., as co-
documentation agents, and the several banks and other 
financial institutions or entities from time to time party 
thereto (Exhibit 10.1, AGL Resources Inc. Form 8-K filed 
November 17, 2011). 

10.8.b Guarantee Agreement, dated as of November 10, 2011, 
made by AGL Resources Inc., as guarantor, in favor of 
Wells Fargo Bank, National Association, as administrative 
agent for the several banks and other financial institutions 
or entities from time to time party to the Amended and 
Restated Credit Agreement, dated as of the date thereof, 
among AGL Resources Inc., AGL Capital Corporation, the 
lenders named therein, and Wells Fargo Bank, National 
Association, as administrative agent (Exhibit 10.2, 
AGL Resources Inc. Form 8-K filed November 17, 2011). 
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10.9.a Credit Agreement as of September 15, 2010 by and 
among AGL Resources Inc., AGL Capital Corporation, 
Wells Fargo Bank, National Association, as administrative 
agent. Wells Fargo Securities, LLC, Banc of America 
Securities LLC and SunTrust Robinson Humphrey, Inc., 
as joint arrangers and joint bookrunners, and the several 
other banks and other financial institutions named therein. 
Bank of America, N.A. and SunTrust Bank, as Co-
Syndication Agents, and The Bank of Tokyo-Mitsubishi, 
UFJ, Ltd., and JPMorgan Chase Bank, N.A., as Co-
Documentation Agents (Exhibit 10.1, AGL Resources Inc. 
Form 8-K filed September 20, 2010). 

lO.Q.b First Amendment as of December 21, 2010 to Credit 
Agreement as of September 15, 2010 by and among 
AGL Resources Inc., AGL Capital Corporation, Wells 
Fargo Bank, National Association, as administrative agent. 
Wells Fargo Securities, LLC, Banc of America Securities 
LLC and SunTrust Robinson Humphrey, Inc., as joint 
arrangers and bookrunners, and the several other banks 
and other financial institutions named therein. Bank of 
America, N.A. and SunTrust Bank, as co-syndication 
agents, and The Bank of Tokyo-Mitsubishi, UFJ, Ltd., and 
JPMorgan Chase Bank, N.A., as co-documentation 
agents (Exhibit 10.5, AGL Resources Inc. Form 8-K filed 
December 23, 2010). 

10.9.C Second Amendment as of August 11, 2011 to Credit 
Agreement as of September 15, 2010, as amended, by 
and among AGL Capital Corporation, AGL Resources 
Inc., Wells Fargo Bank, National Association, as 
administrative agent, and the several lenders named 
therein (Exhibit 10.3, AGL Resources Inc. Form 10-Q for 
the quarter ended September 30, 2011). 

lO.IO.d Guarantee, dated as of September 15, 2010 made by 
AGL Resources Inc., the guarantor, in favor of Wells Fargo 
Bank, National Association, as administrative agent for 
the lenders parties to the Credit Agreement, dated as of 
September 15, 2010, among Guarantor, AGL Capital 
Corporation, the borrower, the lenders named therein, 
and Wells Fargo Bank, National Association, as 
administrative agent (Exhibit 10.2, AGL Resources inc. 
Form 8-K filed September 20, 2010). 

10.11.a Bridge Term Loan Credit Agreement dated as of 
December 21, 2010 among AGL Resources, Inc., AGL 
Capital Corporation, Goldman Sachs Bank USA, as 
administrative agent, sole lead arranger and sole 
bookrunner, SunTrust Bank, N.A. and Wells Fargo Bank, 
National Association, as co-syndication agents. Bank of 
America, N.A. and Morgan Stanley Senior Funding, Inc., 
as co-documentation agents, and the several lenders 
named therein (Exhibit 10.1, AGL Resources Inc. 
Form 8-K filed December 23, 2010). 

10.11.b First Amendment as of August 11, 2011 to Bridge Term 
Loan Credit Agreement as of December 21, 2010 by and 
among AGL Capital Corporation, AGL Resources Inc., 
Goldman Sachs Bank USA, as administrative agent, and 
the several lenders named therein (Exhibit 10.2, AGL 
Resources Inc. Form 10-Q for the quarter ended 
September 30, 2011). 

10.11.C Guarantee, dated as of December 21, 2010, made by 
AGL Resources Inc. in favor of Goldman Sachs Bank 
USA, as administrative agent for the several banks and 
other financial institutions or entities from time to time 
party to the Bridge Term Loan Credit Agreement dated 
as of the date thereof, among AGL Resources Inc., 
AGL Capital Corporation, the Lenders, and Goldman 
Sachs Bank USA, as Administrative Agent (Exhibit 10.2, 
AGL Resources Inc. Form 8-K filed December 23, 2010). 

10.12.a Term Loan Credit Agreement dated as of 
December 21, 2010 among AGL Resources, Inc., AGL 
Capital Corporation, Goldman Sachs Bank USA, as 
administrative agent, sole lead arranger and sole 
bookrunner, JPMorgan Chase Bank, N.A. and Bank of 
America, N.A., as co-syndication agents. The Royal Bank 
of Scotland PLC and Morgan Stanley Senior Funding, 
Inc., as co-documentation agents, and the several 
lenders named therein. (Exhibit 10.3, AGL Resources Inc. 
Form 8-K filed December 23, 2010). 

10.12.b Guarantee, dated as of December 21, 2010, made by 
AGL Resources Inc. in favor of Goldman Sachs Bank 
USA, as administrative agent for the several banks and 
other financial institutions or entities from time to time 
party to the Term Loan Credit Agreement dated as of the 
date thereof, among AGL Resources Inc., AGL Capital 
Corporation, the Lenders, and Goldman Sachs Bank 
USA, as Administrative Agent (Exhibit 10.4, AGL 
Resources Inc. Form 8-K filed December 23, 2010). 
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10.13.a Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc., JPMorgan Chase Bank, N.A., as 
administrative agent and lead arranger, and the several 
other banks and other financial institutions named therein 
(Exhibit 10.1, AGL Resources Inc. Form 10-Q for the 
quarter ended September 30, 2010). 

lO.IS.b First Amendment dated as of December 17, 2010 to 
Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc., JPMorgan Chase Bank, N.A., as 
administrative agent and lead arranger, and the several 
other banks and other financial institutions named therein 
(Exhibit 10.9, AGL Resources Inc. Form 8-K, dated 
December 23, 2010). 

10.13.C Second Amendment dated as of August 11, 2011 to 
Reimbursement Agreement dated as of October 14, 
2010, as amended, by and among Pivotal Utility Holdings, 
Inc., AGL Resources Inc., JPMorgan Chase Bank, N.A., 
as administrative agent and lead arranger, and the several 
other banks and other financial institutions named therein 
(Exhibit 10.4, AGL Resources Inc. Form 10-Q for the 
quarter ended September 30, 2011). 

10.14.a Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc., The Bank of Tokyo-Mitsubishi UFJ, Ltd, 
New York Branch, as administrative agent and lead 
arranger, and the several other banks and other financial 
institutions named therein. (Exhibit 10.2, AGL Resources 
Inc. Form 10-Q for the quarter ended September 30, 
2010). 

10.14.b First Amendment, dated as of December 17, 2010 to 
Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc., and The Bank of Tokyo-Mitsubishi UFJ, 
Ltd., New York Branch, as administrative agent and lead 
arranger, and the several other banks and other financial 
institutions named therein (Exhibit 10.8, AGL Resources 
Inc. Form 8-K, dated December 23, 2010). 

10.14.C Second Amendment dated as of August 11, 2011 to 
Reimbursement Agreement dated as of October 14, 
2010, as amended, by and among Pivotal Utility Holdings, 
Inc., AGL Resources Inc., JPMorgan Chase Bank, N.A., 
as administrative agent and lead arranger, and the several 
other banks and other financial institutions named therein 
(Exhibit 10.5, AGL Resources Inc. Form 10-Q for the 
quarter ended September 30, 2011). 

lO.IS.a Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc., The Bank of Tokyo-Mitsubishi UFJ, Ltd, 
New York Branch, as administrative agent and lead 
arranger, and the several other banks and other financial 
institutions named therein. (Exhibit 10.3, AGL Resources 
Inc. Form 10-Q for the quarter ended September 30, 
2010). 

10.15.b First Amendment dated as of December 17, 2010 to 
Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc., and The Bank of Tokyo-Mitsubishi UFJ, 
Ltd., New York Branch, as administrative agent and lead 
arranger, and the several other banks and other financial 
institutions named therein (Exhibit 10.7, AGL Resources 
Inc. Form 8-K, dated December 23, 2010). 

10.15.C Second Amendment dated as of August 11, 2011 to 
Reimbursement Agreement dated as of October 14, 
2010, as amended, by and among Pivotal Utility Holdings, 
Inc., AGL Resources Inc., The Bank of Tokyo-Mitsubishi 
UFJ, Ltd, New York Branch, as administrative agent and 
lead arranger, and the several other banks and other 
financial institutions named therein (Exhibit 10.6, AGL 
Resources Inc. Form 10-Q for the quarter ended 
September 30, 2011). 

10.16.a Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc., JPMorgan Chase Bank, N.A., as 
administrative agent and lead arranger, and the several 
other banks and other financial institutions named therein. 
(Exhibit 10.4, AGL Resources Inc. Form 10-Q for the 
quarter ended September 30, 2010). 

122 



lO.ie.b First Amendment, dated as of December 17, 2010 to 
Reimbursement Agreement dated as of October 14, 
2010, by and among Pivotal Utility Holdings, Inc., AGL 
Resources Inc. and JPMorgan Chase Bank, N.A., as 
administrative agent and the several other banks and 
other financial institutions named therein (Exhibit 10.6, 
AGL Resources Inc. Form 8-K, dated December 23, 
2010). 

10.16.C Second Amendment dated as of August 11, 2011 to 
Reimbursement Agreement dated as of October 14, 
2010, as amended, by and among Pivotal Utility Holdings, 
Inc., AGL Resources Inc., JPMorgan Chase Bank, N.A., 
as administrative agent and lead arranger, and the several 
other banks and other financial institutions named therein 
(Exhibit 10.7, AGL Resources Inc. Form 10-Q for the 
quarter ended September 30, 2011). 

31.1 Certification of John W. Somerhalder II pursuant to 
Rule 13a-14(a). 

31.2 Certification of Andrew W. Evans pursuant to Rule 13a 
-14(a). 

32.1 Certification of John W. Somerhalder II pursuant to 18 
U.S.C. Section 1350. 

32.2 Certification of Andrew W. Evans pursuant to 18 U.S.C. 
Section 1350. 

101 .INS XBRL Instance Document."' 

101 .SCH XBRL Taxonomy Extension Schema."' 

101 .CAL XBRL Taxonomy Extension Calculation Linkbase."' 

101-DEF XBRL Taxonomy Definition Linkbase."' 

101 .LAB XBRL Taxonomy Extension Labels Linkbase."' 

101 .PRE XBRL Taxonomy Extension Presentation Linkbase."' 

'^'Furnished, not filed 

Attached as Exhibit 101 to this Annual Report are the following 
documents formatted in extensible business reporting language 
(XBRL); (i) Document and Entity Information; (ii) Consolidated 
Statements of Financial Position at December 31, 2011 and 2010; 
(ill) Consolidated Statements of Income for the years ended 
December 31, 2011, 2010 and 2009; (iv) Consolidated Statements 
of Comprehensive Income (Loss) for the years ended December 31, 
2011,2010 and 2009; (v) Consolidated Statements of Equity for the 
years ended December 31, 2011,2010 and 2009; (vi) Consolidated 
Statements of Cash Flows for the years ended December 31, 2011, 
2010 and 2009; and (vii) Notes to Consolidated Financial Statements. 

Pursuant to Rule 406T of Regulation S-T, these interactive data flies 
are deemed not filed or part of a registration statement or 
prospectus for purposes of Sections 11 or 12 of the Securities Act 
of 1933 or Section 18 of the Securities Exchange Act of 1934 and 
otherwise are not subject to liability. We also make available on our 
web site the Interactive Data Files submitted as Exhibit 101 to this 
Annual Report. 

(b) Exhibits filed as part of this report. 

See Item 15(a)(3). 

(c) Financial statement schedules filed as part of this report. 

See Item 15(a)(2). 
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Signatures 

In accordance with Section 13 or 15(d) of the Securities Exchange 
Act of 1934, the Registrant has duly caused this report to be signed 
on its behalf by the undersigned; thereunto duly authorized, on 
February 7, 2012. 

AGL Resources Inc. 
By: /s/ John W. Somerhalder II 
John W. Somerhalder II 
Chairman, President and Chief Executive Officer 

Power of Attorney 

KNOW ALL MEN BY THESE PRESENTS, that each person whose 
signature appears below constitutes and appoints John W. 
Somerhalder II, Andrew W, Evans, Paul R. Shianta and Bryan E, 
Seas, and each of them, his or her true and lawful attorneys-in-fact 
and agents, with full power of substitution and resubstitution, for 

him or her and in his or her name, place and stead, in any and all 
capacities, to sign any and all amendments to this Annual Report 
on Form 10-K for the year ended December 31, 2011, and to file 
the same, with all exhibits thereto and other documents in 
connection therewith, with the Securities and Exchange 
Commission, granting unto said attorneys-in-fact and agents, and 
each of them, full power and authority to do and perform each and 
every act and thing requisite or necessary to be done, as fully to all 
intents and purposes as he or she might or could do in person, 
hereby ratifying and confirming all that said attorneys-in-fact and 
agents or any of them, or their or his substitute or substitutes, may 
lawfully do or cause to be done by virtue hereof. 

Pursuant to the requirements of the Securities Exchange Act 
of 1934, this report has been signed below by the following persons 
on behalf of the registrant and in the capacities indicated as of 
February 7, 2012. 

Signature, title 

/s/ John W. Somerhalder II 
Chairman, President and 
Chief Executive Officer 
(Principal Executive Officer) 

/s/ Andrew W. Evans 
Executive Vice President and Chief 
Financial Officer 
(Principal Financial Officer) 
Andrew W. Evans 

/s/ Bn/an E. Seas 
Senior Vice President and 
Chief Accounting Officer 
(Principal Accounting Officer) 

Signature, title Signature, title 

/s/ Sandra N. Bane 
Sandra N. Bane 
Director 

/s/ThomasD. Bell. Jr. 
Thomas D. Bell, Jr. 
Director 

/s/ Norman R. Bobins 
Norman R. Bobins 
Director 

/s/ Charies R. Crisp 
Charies R. Crisp 
Director 

/s/ Dennis M. Love 
Dennis M. Love 
Director 

/s/ Charies H. McTier 
Charies H. McTier 
Director 

/s/ Dean R. O'Hare 
Dean R. O'Hare 
Director 

/s/ Armando J. Olivera 
Armando J. Olivera 
Director 

/s/Brenda J. Gaines 
Brenda J. Gaines 
Director 

/s/ John E. Rau 
John E. Rau 
Director 

/s/ Arthur E. Johnson 
Arthur E. Johnson 
Director 

/s/ James A. Rubright 
James A. Rubright 
Director 

Is/ Wvck A. Knox, Jr. 
Wyck A. Knox, Jr. 
Director 

/s/ Bettina M. Whvte 
Bettina M. Whyte 
Director 

/s/ Henn/ C. Wolf 
Henry C. Wolf 
Director 
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Schedule II 

AGL Resources inc. and Subsidiaries 

Valuation and Qualifying Accounts — For Each of the Three Years in the Period Ended December 31, 2011, 

Description 

2009 
Allowance for uncollectible accounts 
Income tax valuation 
2010 
Allowance for uncollectible accounts 
Income tax valuation 
2011 
Allowance for uncollectible accounts 
Income tax valuation 

Balance at 

beginning ot period 

$16 
3 

$14 
3 

$16 
3 

Charged to costs 

and expenses 

$25 
-

$22 
-

$20 
-

Charged to 

other accounts 

$-
-

$-
-

$-
-

Deductions 

$(27) 
-

$(20) 
-

$(19) 
-

Balance at 

end ot period 

$14 
3 

$16 
3 

$17 
3 
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Exhibit 31.1 - Certification of John W, Somerhalder 11 
pursuant to Rule 13a - 14(a) 

1. John W. Somerhalder II, certify that: 

1,1 have reviewed this annual report on Form 10-K of 
AGL Resources Inc.; 

2. Based on my knowledge, this report does not contain any untrue 
statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the 
circumstances under which such statements were made, not 
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other 
financial information included in this report, fairiy present in all 
material respects the financial condition, results of operations 
and cash flows of the registrant as of, and for, the periods 
presented in this report; 

4. The registrant's other certifying officer and 1 are responsible for 
establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and 
internal control over financial reporting (as defined in Exchange 
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
(a) Designed such disclosure controls and procedures, or 

caused such disclosure controls and procedures to be 
designed under our supen/lsion, to ensure that material 
information relating to the registrant. Including its 
consolidated subsidiaries, is made known to us by others 
within those entities, particulariy during the period in which 
this report is being prepared; 

(b) Designed such internal control over flnancial reporting, or 
caused such internal control over flnancial reporting to be 
designed under our supervision, to provide reasonable 
assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes 
in accordance with generally accepted accounting principles; 

(c) Evaluated the effectiveness of the registrant's disclosure 
controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure 
controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

(d) Disclosed in this report any change in the registrant's 
internal control over financial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's 
fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, 
the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, 
based on our most recent evaluation of internal control over 
financial reporting, to the registrant's auditors and the audit 
committee of the registrant's board of directors (or persons 
performing the equivalent functions): 
(a) All significant deficiencies and material weaknesses in the 

design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant's 
ability to record, process, summarize and report financial 
information; and 

(b) Any fraud, whether or not material, that involves management 
or other employees who have a significant role in the 
registrant's internal control over financial reporting. 

Date: February 22, 2012 /s/ John W. Somerhalder I 
Chairman, President and 
Chief Executive Officer 

126 



Exhibit 31.2 - Certification of Andrew W. Evans 
pursuant to Rule 13a - 14(a) 

1. Andrew W. Evans, certify that: 

1.1 have reviewed this annual report on Form 10-K of 
AGL Resources Inc.; 

2. Based on my knowledge, this report does not contain any untrue 
statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the 
circumstances under which such statements were made, not 
misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other 
financial Information included in this report, fairiy present in all 
material respects the financial condition, results of operations 
and cash flows of the registrant as of, and for, the periods 
presented in this report; 

4. The registrant's other certifying officer and I are responsible for 
establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and 
internal control over financial reporting (as defined in Exchange 
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
(a) Designed such disclosure controls and procedures, or 

caused such disclosure controls and procedures to be 
designed under our supervision, to ensure that material 
Information relating to the registrant, including its consolidated 
subsidiaries, is made known to us by others within those 
entities, particulariy during the period in which this report is 
being prepared; 

(b) Designed such internal control over financial reporting, or 
caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable 
assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes 
in accordance with generally accepted accounting principles; 

(c) Evaluated the effectiveness of the registrant's disclosure 
controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure 
controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

(d) Disclosed in this report any change in the registrant's 
internal control over flnancial reporting that occurred during 
the registrant's most recent fiscal quarter (the registrant's 
fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, 
the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, 
based on our most recent evaluation of internal control over 
flnancial reporting, to the registrant's auditors and the audit 
committee of the registrant's board of directors (or persons 
performing the equivalent functions): 
(a) All significant deficiencies and material weaknesses in the 

design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant's 
ability to record, process, summarize and report financial 
information; and 

(b) Any fraud, whether or not material, that involves management 
or other employees who have a significant role in the 
registrant's internal control over financial reporting. 

Date: February 22, 2012 /s/ Andrew W. Evans 
Executive Vice President 
and Chief Financial Officer 
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EXECUTIVE OFFICERS 

John W. Somerhalder II 

Chairman, President and Chief Executive Officer 

Andrew W. Evans 

Executive Vice President and Chief Financial Officer 

Henry P. Linginfelter 

Executive Vice President, Distribution Operations 

Paul R. Shianta 

Executive Vice President, General Counsel and Chief Ethics 

and Compliance Officer 

Peter I. Tumminello 

Executive Vice President, Wholesale Services, and President, 

Sequent Energy Management 

Melanie M. Piatt 

Executive Vice President, Chief People Officer and President, 

AGL Resources Foundation 

Ralph Cleveland 
Executive Vice President and President, Nicor Gas 

SHAREHOLDER INFORMATION 

Corporate Headquarters 

AGL Resources Inc., Ten Peachtree Place, N.E., Atianta, GA 30309; 

404-584-4000; website: aglresources.com. 

Stock Exchange Listing 

Our common stock is traded on the New York Stock Exchange 

under the symbol "GAS" and quoted in The Wall Street Journal as 

'AGL Res." 

Available Information 
A copy of this Annual Report, as well as our Annual Report on 

Form 10-K, Quarteriy Reports on Form 10-Q, Current Reports on 

Form 8-K, other reports that we flie with or furnish to the Securities 

and Exchange Commission (SEC) and our recent news releases 

are available free of charge at our website, aglresources.com, as 

soon as reasonably practicable. The information contained on our 

website should not be considered part of this document and is not 

incorporated by reference. 

Our Annual Report on Form 10-K includes the certifications 

of our chief executive officer and chief financial offloer required 

by Sections 302 and 906 of the Sarbanes-Oxiey Act of 2002. 

Additionally, we have filed the most recent annual CEO certification 

as required by Section 303A. 12(a) ofthe New York Stock Exchange 

Listed Company Manual pursuant to which our CEO certified to the 

NYSE that he was not aware of any violation by AGL Resources of 

the NYSE's corporate governance listing standards. 

Our corporate governance guidelines; our code of ethics 

for the GEO and senior financial officers; our code of conduct 

and ethics; and the charters of our Board committees also are 

available on our website. 

The above information and any exhibit to our 2011 Form 10-K 

also will be furnished free of charge upon written request to our 

Investor Relations department at: Sarah Stashak, Director, Investor 

Relations, AGL Resources, Ten Peachtree Place, N.E., Atlanta, GA 

30309; 404-584-4000; sstashak@aglresources.com. 

Institutional Investor Inquiries 

Institutional investors and securities analysts should direct 

inquiries to: Sarah Stashak, Director, Investor Relations, 

AGL Resources, Ten Peachtree Place, N.E., Atlanta, GA 30309; 

404-584-4000; sstashak@aglresources.com. 

Transfer Agent and Registrar 

Weils Fargo serves as our transfer agent and registrar and can 

help with a variety of stock-related matters, including name and 

address changes; transfer of stock ownership; lost certificates; 

and Form 1099s. 

Inquiries may be directed to: Wells Fargo Shareowner 

Services, RQ. Box 64874, St. Paul, MN 55164-0874; toll-free 

800-468-9716; website: wellsfargo.com/shareownerservices. 

GAAP Reconciliation 

Diluted earnings per share - as 
reported 

Transaction costs of Nicor merger 

Year Ended 

December 31, 

2011 2010 

$2.12 
0.80 

$3.00 
0.05 

Dilute earnings per share - as adjusted $2.92 $3.05 
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The 2012 annual meeting of shareholders will be held Tuesday, 

May 1, 2012, at AGL Resources' corporate headquarters. 

Ten Peachtree Place, N.E., Atlanta, GA 30309. 

New investors may make an initial investment, and shareholders 

of record may acquire additional shares of our common stock, 

through ResourcesDIRECT" without paying brokerage fees 

or sen/ice charges. Initial cash investments, quarteriy cash 

dividends and/or optional cash purchases may be invested 

through the plan prospectus and enrollment materials. Contact 

our transfer agent at 800-468-9716 or visit our website at 

aglresources.com. 

HOLDERS OF COMMON STOCK, STOCK PRICE 

ORrvJATION 

At January 31, 2012, there were 17,770 record holders of our 

common stock. Quarteriy information concerning our high and 

low stock prices and cash dividends paid in 2011 and 2010 is 

as follows: 

Sales price ot common stock Cash dividend per 

Quarter ended High Low Close common share 

March 31,2011 $39.91 $35.65 $39.84 $0.45 

June 30,2011 42.34 38.58 40.71 0.45 

September 30,2011 42.40 34.08 40.74 0.45 

December 31,201 r 43.69 37.95 42.26 0.55 

•> As a result of the Nicor merger, AGL Resources shareholders of record as 

of the close of business on December 8, 2011, received a pro rata dividend 

of $0.0989 for the stub period, accruing from November 19, 2011 . For 

presentation purposes the amount in the table was rounded to $0.10. 

COMPARISON OF r i v i 

CUMULATIVE TOTAL Rl 

The performance graph below compares the yeaHy 

percentage change in our total return to shareholders for the 

last five years with the total return of the Standard & Poor's 

500 Stock Index, the cumulative total return of two different 

customized peer company groups, the new self-determined 

peer group and the old self-determined peer group. The new 

self-determined peer group includes Sempra Energy and 

Vectren Corp. and excludes Northwest Natural Gas Company 

because our Board of Directors determined, in part due to the 

merger with Nicor Inc., that Sempra Energy and Vectren Corp. 

better fit the profile of the companies in the peer group, which 

is composed of a hybrid group of utility companies, primarily 

natural gas distribution companies, with similar revenue, 

market capitalization and asset base. 

The new self-determined peer group was recommended 

by a global management consulting firm and approved by 

our Board of Directors. There are 12 companies Included in 

this new self-determined peer group: Atmos Energy Corp., 

Centerpoint Energy Inc., Integrys Energy Group Inc., New 

Jersey Resources Corp., NiSource Inc., Oneok inc., Piedmont 

Natural Gas Company Inc., Sempra Energy, Southwest Gas 

Corp., UGI Corp., Vectren Corp. and WGL Holdings Inc. 

There are 11 companies included in the old self-determined 

peer group: Atmos Energy Corp., Centerpoint Energy Inc., 

Integrys Energy Group Inc., New Jersey Resources Corp., 

NiSource inc.. Northwest Natural Gas Company, Piedmont 

Natural Gas Company inc.. Southwest Gas Corp., UGI Corp. 

and WGL Holdings Inc. 

Quarter ended 

Sales price of common stock Cash dividend per 

1 Low Close common share 

March 31,2010 $38.83 $34.26 $38.65 
'amrsor^oTO =̂ =̂ ^̂ =̂==40:68= ""=34772" ""̂  35S2 
September 30,2010 40.00 35.29 38.36 

December 31,2010 39.66 34.21 35.85 

We have historically paid dividends to common 

shareholders four times a year: March 1, June 1, September 

1 and December 1. We have paid 257 consecutive quarterly 

dividends beginning in 1948. Our common shareholders may 

receive dividends when declared at the discretion of our Board 

of Directors, and payment of future dividends will depend on 

our future earnings, cash flow, financial requirements and other 

factor. In Febaiary 2012 we paid a stub dividend of $0.3611 per 

share, the remaining quarterly dividends in 2012 will be 

$0.46 per share. _ 

Paper from 
responsible sources 

-Fse®-ee232t8-

AGL Resources 
S&P 500 
Old Peer Group 
New Peer Group 

12/10 12/11 

12/06 12/07 12/08 12/09 12/10 12/11 

AGL Resources Inc 100.00 100.84 88.33 108.30 111.55 137.89 

S&P 500 100.00 105.49 66.46 84.05 96.71 98.75 

Old Peer Group 100.00 98.49 83.15 100.30 119.03 153.29 

Mew/Peer Group 100.00 102.62 81.89 101.76 114.75 142.71 

Source: Research Data Group 

* $100 invested on 12/31/06 in stock or index, including reinvestment of dividends. 

Fiscal year ending December 31. 

http://aglresources.com
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îf TO OUR (^/ la^eA^ideM 

As we reflect on a record-setting 2010 and look toward the 
future, AGL Resources remains committed to our core strategy: 
maximizing sliareholder value by maintaining a long-term 
focus on the fundamentals of our business. During 2010, we 
built upon our strong track record of significant operational 
achievements at both our regulated utilities and non-utility 
businesses. We also maintained our focus on expense discipline 
while opportunistically investing in businesses and partnerships 
with an eye on long-term growth. 



By consistently applying these principles, and with the worst ofthe 2008-2009 

global financial crisis seemingly behind us, AGL Resources is well positioned to 

take full advantage of our broad set of opportunities in 2011 and beyond. 

?'( Our balanced and diversified portfolio of businesses continues to deliver 

steady performance; 

y< We expect to expand our national presence for both our udliry and 

non-utility businesses with our announced acquisition of Nicor; and 

A" More bro.Kiiy, die vers.Jtility oi natural gas and its many benefits offer 

ongoing opportunities to leverage our core competencies in new 

gas-related markets. 

RECORD FINANCIAL RESULTS 

/\(.il, Resources achieved record financial results in 2010, with diluted earnings per 

share (EPS) of $3.00 on a GAAP basis. Excluding $4 million in after-tax merger 

costs related to the proposed Nicor transaction, diluted EPS were $3.05 on a 

non-GAAP basis, an increase of 6 percent over 2009 results'. 'ITus growr.h reflects 

strong operating performance in each of our business units during the year. In an 

environment where we have recently experienced historically low levels of price 

volatility in fhc natural ga,': market, the.se arc especially significant accomplishments. 

DILUTED EARNINGS PER SHARE AGL Resources has long maintained a policy of increasing dividends in line 

with earnings - and 2010 was no exception. We paid cash dividends of $1.76 per 

share in 2010, including a 2.3 percent dividend increase that was approved by 

our Board of Directors in February 2010. The company's quarterly dividend 

announced on Oct. 28, 2010, marked the 252nd consecutive quartedy dividend 

the company has paid since 1948. 

f'or the hscal year 2010, AGL Resources generated a total shareholder return 

of 3 percent, including the highest dividend yield ofthe major local distribution 

companies in our peer group. 

During 20] (i, we successhilly completed nearly SI .2 billion of refinancing 

acriviry, including the renewal of our $1 billion senior credit facility that supports 

our comnicicial paper program, and du' refinancing of $160 million in credit 

facilities backing our outstanding revenue bonds. As a result, we continue to 

maintain a strong balance sheet, ample liquidity and good access to the capital 

markets. In addition, to support the proposed acquisirion of Nicor, we successfully 

06 07 08 09 10 established and syndicated a $1.05 billion bridge facility that we anticipate will be 

• • • • ^ ^ ^ ^ • H H B i ^ ^ ^ ^ ^ ^ H B H replaced wirh long-term debt financing prior to closing the acquisition. 

$3.00 

' Please visit the investor Relations section of our website at aglrcsources.com for a reconciliation to GAAI? 

http://the.se
http://aglrcsources.com


SIGNIFICANT ACHIEVEMENTS 

Distribution Operations 

-AGL Resources achieved several significant operational and regulatory milestones 

in 2010. Starting with our distribution businesses, we completed rate cases at 

two of our six utilities: Adanta Gas Light and Chattanooga Gas. We believe 

the outcome of each case allows us to conrinue providing safe, reliable service 

without overburdening our customers. At Atlanta Gas Light, our largest utility, 

the Georgia Public Service Commission approved a $26.7 million increase in the 

company's revenue requirement to support our baseline operations as well as the 

additional safet)' and compliance work we perform. The decision also allows us to 

offer new and Improved levels of customet service through addidonal investment 

in our systems and processes. Importandy, the Commission also approved our 

request for an acquisition synergy-sharing mechanism that recognizes how prudent 

acquisitions and related savings can benefit our ctistomers. 

In addirion to completing these rate cases, in 2010 AGL Resources made 

meaningful progress on several multi-year infrastructure projects that enhance gas 

supply and reliability of service. For example, the Hampton Roads Crossing 

pipeline that we constructed in Virginia began contributing to earnings in 2010 

and is designed to provide additional revenue streams for the business going 

forward. We also continue to make progress with our pipeline replacement projects 

in Georgia and New Jersey - projects that emphasize our focus on the safety of 

our system, which is always of paramount importance to AGL Resources. In all of 

- - - our jurisdictions we have focused on minimizing the lag between capital investment 

ANNUAL DIVIDEND PER SHARE ^"'^ capital recovery, ultimately providing improved earnings transparency for 
our shareholders. 

Storage 

$1.76 Over tlie past six years, we have nuide significant investments in high-deliverability 

; natural gas storage in the Gulf Coast region. These investments include our 2004 

purchase of Jefferson Island Storage & Hub in Louisiana and construction of 

\ Golden Triangle Storage in Texas. Marking an important milestone in our long-term 

storage strategy, we successfully completed our first cavern at Golden Triangle in 

2010, with the second cavern slated to come online in 2012. Despite recent 

weakness in the natural gas storage market, we remain committed to the long-term 

viability of high-delivetability storage and the importance of infrastructure projects 

such as Jefferson Island and Golden Triangle. We believe these assets are critical to 

iseiping ensure that Amcncaris enjoy the bcnciits of clean-burning and domesrically 

abundant natural gas for years to come. 

Retail Energy Operarions 

Effective Jan. 1, 2010, AGL Resoutces increased irs stake in the SouthStar Enetg)' 

Services joint venture with Piedmont Natural Gas to 85 percent. In Georgia, our 

largest retail market, competition for customer business remains robust. 

By conrinuing to focus on customer service and leveraging its strong brand in 

the market, SouthStar has maintained a stable market share and continues to be 

the largest Georgia marketer, serving approximately 33 percent ofthe market. 



"AGL Resources 
and the natural gas 
industry as a whole 
are well positioned 
to provide a clean, 
efficient and abundant 
source of energy 
to Americans." 

Wholesale Services 

Sequent Energy Management, AGL Resources' wholesale services business, 

recorded solid results during the year. While low volatilit)' in the natural gas 

market provided a headwind to Sequent and much ofthe industry in 2010, 

our strateg)' of focusing on the fundamentals in this business helped tis to 

navigate a challenging environment. Sequent continues to enhance its service 

offerings, pursue new customers in additional and existing markets, and explore 

new business opportunities in an effort to further bolster its success. 

TRANSFORMATIVE MERGER WITH NICOR, INC. 

On Dec. 7, 2010, we announced our intention to merge with Nicor, Inc., a diversified 

natLiral gas provider headquartered just outside of Chicago in Naperville, Illinois. 

Similar to AGL Resources, Nicor operates a leading natural gas utility as well as 

successful non-utihty businesses. In merging with Nicor, we expect to enhance 

our EPS growth while maintaining a strong hnancial prohle. 

The iransactioii will further the diversiiication, scale and geographic reach 

of our regulated gas utility operations and provide new revenue opportuniries, 

as well .is opportuniries lor cost efficiencies, across both companies' unregulated 

businesses. Most importantly, customers will conrinue to experience the same 

high-qualit}', reliable and cosr-effective service they enjoyed prior to the transaction. 

The merger is subject to a number of regularory and othet approvals, and we 

expect to close the transaction in the second half of 2011. 

INCREASED FOCUS ON NATURAL GAS AS AN ABUNDANT DOMESTIC RESOURCE 

As our nation continues to climb out of recession, AGL Resources and the natutal 

gas industry as a wliole are well posirioitcd to provide a dean, eificient and abundant 

source of energy to Americans. In fact, the United States' natural gas supply outlook 

is better than it has been in many years. With the cost of natural gas less than 

one-third ofthe cost of foreign oil on an equivalent basis, it also is an affordable 

alternative that can help fuel our country's growth for decades to come. To compete 

successfully in the future, the natural gas industry will need to promote a wider 

variety oi cleaner antl m(,>ve eificient end-use products, and commercialization of 

these new products will offet growth opportunities for the industry. 

As a result ofthe affordability and abundance of natural gas, we at 

AGL Resources are doing our part to look for innovative ways to serve our 

customers' energy needs in addition to traditional pipeline delivery, which remains 

our primary tocus. For example, in, 2010 Ariama Gas Light hied a conceptual plan 

with the Georgia Public Service Commission to help piomote a new compressed 

natutal gas marketplace in Georgia. Our plan is to make strategic investments 

throiighoui tiic sttitc to encourage more private investment in new filling stations 

and new cars, trucks and buses that are fueled by CNG. These vehicles reduce 



carbon emissions by 20 to 30 percent as compared to gasoline-powered vehicles, 

and by using domestic natural gas to displace oil in the transportation market, we 

improve both our energy security and national security. Also during 2010, AGL 

Resources partnered with Keystone Renewable Energy to form a joint venture -

Renewco - for the purpose of developing landfill-based renewable gas and energy 

projects. While these sustainable initiatives ate not the primary drivers of our 

business today, they demonstrate that we are leveraging our expertise in the gas 

industry to foster innovative solutions and new opportunities for the fdture. 

PRIORITIES FOR 2011 

Clearly our top priority in 2011 will be the successfiil closing of the Nicor transaction 

and the integration of related assets into our business. While doing so, we will not 

lose sight of what has made us sticcessful over the years - a relentless focus on the 

fundamentals in each of oiu businesses. 

We will continue to execute on our regulatory strategy, both to achieve the 

necessary regulator)' approvals for the Nicor transacrion and to successfully resolve 

our Virginia Narural Gas rate case. We will invest in our utility inftastrucrure to 

ensure the highest quality service and reliability for our customets. In our non-

utility businesses, we will focus on making prudent decisions that position us 

well for long-term success in the markets we setve, including securing additional 

capacity contracts for our Golden Triangle facility and completing construction of 

its second cavern. 

Finally, in addition to focusing on initiatives specific to AGL Resources, 1 am 

honored to serve as the 2011 Chair ofthe American Gas Association, the industry's 

largest organization dedicated to communicating with federal and state regtilatory 

and legislative bodies. I will be working with the nearly 200 strong membership 

of AGA to ptomote the inherent advantages of natural gas as a fuel. Given these 

advantages, utilities like ours have more opportunities than ever to tell out story 

and grow our business. We also will be monitoring and weighing in on key energy, 

environmental and tax issues that could impact our industry, btisinesses and investors. 

I would hke to thank the entire AGL Resources team, our customers and, 

of course, you - our shareholders - for your continued support of our initiatives. 

2011 is shaping up to be an exciting year for our company and one that we look 

forward to sharing with each of you. 

John W. Somerhalder 11 

Chairman, President and Chief Executive Oiiicer 

February 25, 2011 
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STAYING TRUE TO THE 7V 

mnr^amentaii 

Americans depend on reliable energy to fuel their way of 

life. The balanced outcome of our rate cases in 2010 ensures 

our ability to operate safely and reliably, and to improve 

our customer service. 

In October 2010, the Georgia Public 

Sei-vice C t̂jmniission approved sufficient 

additional funding fot Atlanta Gas 

Light's baseline operations as well 

as safety and compliance work. The 

funds will also allow our largest utilit}' 

to improve its customet service levels. 

This dccisi(>n marked the first increase 

in base rates for Atlanta Gas Light 

customers since 1993. The Commission 

also adopted a new policy that governs 

how cost efficiencies and savings 

generared by potential future utility 

acquisuioiis will bcitcfit both customers 

and shareholders through an approved 

sharing mechanism. 

In May 2010, the Tennessee 

Regulatory Authotity approved a 

precedent-setting tate design for 

Chattanooga Gas, making Tennessee 

the 21st state to approve a methodology 

that encourages customers to pursue 

energy cificiency and conservation 

of resources while also affording the 

unlity the abihty to earn its authorized 

rate of return. Commonly called 

"decoupling," this rate design better 

aligns the interests of a utility and its 

customers by separating volume from 

an approved rate of return for providing 

service and infrastructtire. 

In December 2009, the New Jersey 

Board of Public Utilities approved a 

modest increase in rates for Elizabethtown 

Gtrs, tite first increase in seven years, 

providing us with a reasonable outcome 

and allowing our company to continue 

to support growth in the state. 

Out focus on executing our 

regulatory strategy to recover prudently 

inctirred costs and capital investments 

continues in 2011. In February, Virginia 

Natural Gas iiied a rate case with the 

Virginia State Corporarion Commission 

for rare relief The base charges that 

cover maintenance, safety and employee 

expenses for Virginia Natural Gas 

have remained fiat since 1996. 

Through effective cooperation 

v/ith regulators, our customers have 

enjoyed a legacy of service that is 

safe, reliable, cosr-effective and 

environmentally responsible. That's 

a fundamental commitment each 

of our utilit)' companies makes to 

our customers. 



INVESTING IN 7i-

7i/Kci6t/Mietime 

The development of new extraction technologies that allow 

recovery of natural gas from shale formations deep under the 

Earth's surface means that America has an abundant, domestic 

source of energy. Moving that gas to homes and businesses 

requires dependable storage and transmission facilities. 

J 

Domestic reserves of narural gas are 

estimated at 273 trillion cubic feet, 

an on-the-shelf inventory 50 percent 

larger than just 10 years ago. Toral 

natural gas resources are estimated at 

over 2,000 trillion cubic feet — enough 

to last more than 100 yeats at current 

consumption levels. In 2010, more 

rhan 98 percent ot the natural gas 

constuTied in the United States was 

produced in North America. 

At AGL Resources, our strategic 

investments in new pipelines and high-

delivetabihty gas storage ensure that 

our customers have ready, reliable gas 

at their burner tips. In October 2009, 

the Georgia Public Service Commission 

approved an important system upgrade 

program called Georgia STRIDE -

Strategic Inftastrucrure Development 

and Enhancement. Through this 

program, Atlanta Gas Light is making 

critical upgrades to meet our obligation 

to serve customers on the coldest days 

of the year and to ptovide service to 

gfowing areas of metro Atlanta. The 

initial three years of Georgia STRIDE, 

as approved by the Commission, 

continue through 2012. Atlanta Gas 

Light is also replacing aging infrastructute 

under the Pipeline Replacement Ptogram, 

which is expected to be complete in 2013. 

In April 2009, the New Jersey 

Board of Public Utilities approved a 

utility inftasttucture enhancement 

rider for Elizaberhtown Gas, allowing 

us to accelerate infrastructure projects 

in order to help stimulate the local 

economy and imptove the company's 

natural gas distribution system. 

After completing construction in 

2009, Jantiary 2010 marked rhe first 

full month that AGL Resources' 

Hampton Roads Crossing pipeline 

flowed gas between the northern and 

southern parrs ofthe Virginia Natural 

Gas sysrem, which are separated by 

the James River and Chesapeake Bay. 

Today, Hampton Roads Crossing offers 

more than 0.1 billion cubic feet of 

additional daily capacit}' to the region, 

ensuring customers have both a reliable 

and diverse source of natural gas supply. 

Aftet two yeats of construction 

and cavern creation, the iirst natural gas 

storage cavern at our Golden Triangle 

• ^ 

^ 

• I - ' > • % . 4 v 

Storage facility near Beaumont, Texas, 

entered initial commercial operations 

in September 2010. Cavetn 2 is on 

schedule to begin service in 2012. 

The caverns at Golden Triangle, 

along with our facility at Jefferson 

Island Stotage & Hub in Louisiana, 

play a vital tole in ensuring reliable 

supply. In the aftermath of hurri

canes, for example, stoted gas can be 

used when production or delivery is 

compromised. Additionally, building 

storage inventory levels during the 

low-demand summer months ensures 

siUticient supplies are available for the 

winter heating season. 

Our cooperation with regulatory 

agencies has ensured fair and reasonable 

recovery of prudently incurred costs 

and infrastructure investments while 

eliminating or minimizing the time it 

takes to achieve full recovery of those 

costs thfough the regulatory process. 

These vital infrastructure projects 

will help our company ensure that 

Americans enjoy the benefits of clean-

burning and domestically abundant 

natural gas for decades to come. 
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EDUCATING ON * 

âwme t& 

As American businesses and citizens become increasingly 

aware ofthe need for more environmentally friendly energy 

choices, they are discovering that highly efficient natural gas 

provides a cleaner, superior energy solution. 

Increasingly, energy consumers -

industrial, commercial and 

restdenrtai — are considering etficiency 

and environmental impact as they 

make vital energy decisions. Today, 

however, the information provided ro 

energy users often does not accutately 

convey the complete pictute of energy 

cificiency or emissions impact. That's 

because current standards do not 

account for the full-fuel cycle, which 

txicasures efficiency from initial fuel 

extraction all the way to customet use 

at the appliance. 

The yellow encrgy-eiliciency labels 

on most appliances today do not tell 

the whole story for consumers weighing 

the choice between natural gas and 

electric appliances. These labels detail 

rhe energy efficiency ofthe appliance 

itself but do not account for the 

energy losr in the production, generarion 

and transportation of energy to the 

appliance. A mote accutate methodology 

would account for how much natural 

gas and electricity is wasted during 

the journey from their original source 

to an appliance. According to the 

U.S. Department of Energy, 92 percent 

ofthe natural gas produced at the 

wellhead is delivered as useful energy 

to appliances in homes and businesses. 

By contrast, only 30 percent ofthe 

electricity produced at the sotirce is 

delivered as useful energy. 

When comparing carbon emissions, 

the results are equally compelling: a 

home using natural gas appliances has 

a carbon footprint that is, on average, 

46 percent smaller than a comparable 

total electric home when the full-fuel 

cycle is calculated. 

AGL Resources - and the American 

Gas Association — are advocating for 

the U.S. Department of Energy to 

change the measuremenr to the fiall-fuel 

cycle because it more accurately rc'lects 

the efficiency and the environmenral 

impact of natural gas and electric 

appliances. Equipped with better data, 

Ameticans will be empowered to make 

more informed energy choices for 

their homes and businesses. Ultimately, 

both people and our planer will benefit. 

ilcctricily Natural G." s 



S * I."-" " J 

Lift*!-' i ^ — 

i ; ' 

f r 

\l 

AGL Resources is focused on expanding the utilization 

and application of natural gas energy technologies. 

As a domestic energy resource, natural gas offers clear 

pollution reduction advantages with incomparable 

benefits, especially in the transportation market. 



Accofding to NGVAmerica, recent 

analyses estimate that natural gas vehicles 

produce up to 20 to 30 percent less 

greenhouse gas emissions than compa

rable dicsel- and gasoline-fueled vehicles. 

Natural gas als<:> otters ^u;;)ihcant cost 

advantages over other fuels and reduces 

the nation's reliance on foreign oil. 

More than 12 million natutal gas 

vehicles are on the road worldwide, 

but only about 100,000 of those are in 

the United States. At AGL Resources, 

we believe the time is right to invest 

in natural gas-fueled transporration. 

In September 2010, Atlanta Gas Light 

itled a conceptual plan with the Georgia 

Public Service Commission to help 

promote a new compressed natural gas 

marketplace in Georgia. By making 

srraregic investments throughout the 

state, our plan is to encourage more 

private investment in new compressed 

naiural ga\ iilling stations and new 

cars, trucks and buses. Investing in 

environmentally friendly natural gas 

transportation will provide job growth 

.jiid crciic ,t greener, more eiiicient 

economy while improving our energy 

security by displacing oil with domestic 

natural gas. 

In 2010, AGL Resources added to 

Hs (,i\vn fleet of natural gas vehicles. 

In addition to its dedicated C N G 

Honda Civics and bi-fuel vans and 

trucks, the company added nine 

bi-fuel Ford vehicles that can operate 

on either natural gas or gasoline to its 

fleet. Over time, the company plans 

to continue replacing older gasoline-

P'ou'dud iieer vehicles with ones that 

run on natural gas. 

Fransportation is just one 

opportunirj' to expand the Lise of natural 

gas. Our industry is collaborating and 

making commitments to support a 

variety of new technologies, including 

natural gas heat pumps and combined 

heat-and-power systems as well as 

narural gas vehicles. At the same time, 

government-supported research and 

development will .serve as a springboard 

for new products and applications, 

of natural gas for all Americans. 



7t AT A GLANCE 

We are an energy services 

holding company, 

headquartered in Atlanta. 

Distributions Operations 

Adanta Gas Light provides natural 

gas delivery service to approximately 

1.5 million residential, commercial 

and industrial end-use customers 

throughout Georgia. 

Chattanooga Gas provides narural 

gas service ro approximately 62,000 

residential, commercial and industrial 

customers in Hamilton County and 

Bradley Count)', Tennessee. 

Elizabethtown Gas provides natural 

gas service to approximately 274,000 

residential, commercial and industrial 

customers in norrhwestern and east 

centtal New Jersey. 

Elkton Gas provides natural gas service 

to approximately 6,000 residential, 

commeicial and industrial customers 

in northeastetn Maryland. 

Florida City Gas ptovides natural gas 

service to approximately 103,000 

residential, commetcial and industrial 

customers in southeastetn and east 

central Florida. 

Virginia Narural Gas provides narural 

gas service to approximarely 275,000 

residential, commetcial and industrial 

customers in southeastern Virginia. 

Retail Energy Operations 

SourhScar Energy Services is a joint 

ventute operating in Georgia under 

the trade name Georgia Natural Gas. 

The business supplies natural gas to 

approximately 496,000 retail and 

commercial customers in Georgia 

and approximately 77,000 end use 

customers in Ohio and Florida. 

Wholesale Services 

Sequent Energy Managemenr, our 

Houston-based subsidiary, provides 

customers throughout the United States 

and in Canada with the ability 

to optimize their natural gas asset 

portfolio and increase cost-effectiveness 

from wellhead to burner tip. Services 

include natural gas asset management, 

producer and storage services, full-

requirements supply and peaking needs. 

Energy Investments 

Jefferson Island Storage & Hub operates 

a high-deliverability natural gas storage 

facility in Louisiana. The facilic)' consists 

of two salt-dome stotage caverns with 

10 billion cubic feet of total capacity 

and approximately 7.5 billion cubic 

feet of working gas capacit)'. 

Golden Triangle Srorage is a new 

salt-dome stotage facility in Texas 

which, when construction is complete, 

will consist of two underground 

caverns that will hold apptoximately 

18 billion cubic feet of total capacity 

and approximately 12 billion cubic 

feet of working gas ctipacit)'. I he first 

cavern with 6 billion cubic feet of 

working gas capacity began commercial 

service in September 2010. The 

second cavern is expected to be in 

service in 2012. 
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Indicate by check triark a discjosiite ot (ielinqucnt hiers psirstiani tti iten-i 405 ot Regiiiation S-K is not contaiiied 

iaertin, and will not be contained, to tiic best ot regisiranrs kntiwicdpc, in dciinirive proxy or intorniation 

statements incorporated by reference in Part III ot this Form 10-K or any amendment to this Form 10-K. D 

Indicate by check mark whether ihe legistram iS a iarstc jcceietatcd hiet, an aceeier,!t£j hier, ,! noi:-acce!er,ued nler, 

or a smaller reporting company 

Large acceierated hier 13 Accelerated hier D i-Nonacecierated hier D Smaller reporting company • 

(Do not check if smaller reporting company) 

indicate by check mark whether the registrant n. a shcii coinp.niy (as dehned m Exchange Act iltiic 1 Zb-'l). Yes D No 13 

i he aggregate market value ot the registrants voriiis; and non-voting coirnritjn equity rieid l:)y non athiiates u; the registrant, computed by reierence 

to the price at which the registrant's common stock was last sold, ot the average bid and asked price of such common equity, as o f t he last business 

day of the registratir's iViiast rerentiy eonipletej second fiseai quarrer, wss $2 .792 , I2SAb\ . 

The number of shares of the registrant's common stock outstanding as of January 3 1 , 2011 was 77,999,557. 

Documents Incorporated by reference: 

Portions o f t he Prox}' Statement for the 2011 Annual Meenng of Shareholders ("Proxy Statement") to be held May 3, 2011, are incorporated by 

reference in Part III. 
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GLOSSARY OF KEY TERMS 

AGL Capital AGL Capital Corporation 

AGL Networks AGL Nenvotks, LLC 

Atlanta Gas Light Atlanta Gas Light Company 

Bcf Billion cubic feet 

Bridge Facility $1.05 billion credit agreemenr entered into by 

A(d, C.iapuai rt) help hnancc a portion of the prcjposcd tnerget 

with Nicor 

Chattanooga Gas Chattanooga Gas Company 

Credit Facility $1 billion credit agreement entered into by 

AGL Capital 

EBIT Earnings before interest and taxes, a non-GAAP measure 

that includes operating income and other incoine and excludes 

financintr costs, including interest and debt anti income tax 

expense each of which we evaluate on a consolidated level; 

as an indicator of our operating performance, EBIT should 

not be considered an alternative to, or more meaningful than, 

earnings before income raxes, or net income attributable to 

AGL Resources Inc. as determined in accordance with GAAP 

ERC Environmental remediation costs associated with our 

distribution operations segment which are generally recoverable 

through rare mechanisms 

FASB Financial Accounting Standards Board 

FERC Federal Energy Regulatory Coirimission 

Fitch Fitch Ratings 

Florida Commission Florida Public Service Commission, the 

state regulatory agency for Florida City Gas 

GAAP Accounting principles generally accepred in the United 
States of America 

Georgia Commission Georgia Public Service Commission, rhe 

state regulatory agency for Atlanta Gas Light 

G N G Georgia Narural Gas, the name under which SouthStat 

does business in Georgia 

Golden Triangle Storage Golden Triangle Storage, Inc. 

Hampton Roads Virginia Natural Gas' pipeline project which 

connects its northern and southern pipelines 

Heating Degree Days A measure of the effects of weathet on 

our businesses, calculated when the average daily remperatures 

are less than 65 degrees Fahrenheit 

Heating Season The period from November to March when 

natural gas usage and operating revenues are generally higher 

because more customers are connected to our distribution 

systems when weather is colder 

Henry Hub A major interconnection point of natural gas 

pipelines in Erath, Louisiana where NYMEX natural gas future 

contracrs are priced 

Jefferson Island Jefferson Island Storage & Hub, LLC 

LNG Liquefied natural gas 

LOCOM Lower of weighted average cost or current market price 

Magnolia Magnolia Enrerprise Holdings, Inc. 

Marketers Marketers seUing retail natural gas in Georgia and 

Mcf Million cubic feet 

M G P Manufactured gas plant 

Moody's Moody's Investors Service 

New Jersey BPU New Jersey Board of Public Urilities, the 

state regulatory agency for Elizabethtown Gas 

Nicor Nicor Inc., an Illinois corporarion 

NUI NUI Corporation - an acquisition completed in 

November 2004 

NYMEX New York Mercantile Exchange, Inc. 

OCI Other comprehensive income 

Operating margin A non-GAAP measure of income, 

calculated as operating revenues minus cost of gas, that 

excludes operation and maintenance expense, depreciarion 

and amortization, taxes other than income taxes, and the 

gain or loss on the sale of our assets; these items are included 

in our caicukuion of operating income as reflected in our 

Consolidared Statements of Income. Operaring margin should 

not be considered an alternative to, or more meaningful than, 

operaring income as derermined in accordance with GAAP 

O T C Over-the-counter 

Piedmont Piedmont Natural Gas Company, Inc. 

Pivotal Utility Pivotal Utility Holdings, Inc., doing business as 

Elizabethtown Gas, Elkton Gas and Florida Ciry Gas 

PP&E Properry, plant and equipment 

S&P Standard & Poor's Ratings Services 

SEC Securiries and Exchange Commission 

Sequent Sequent Energy Management, L.P. 

SouthStar SouthStar Energy Services LLC 

STRIDE Atlanta Gas Light's Strategic Infrasrructure 

Developmenr and Enhancement program 

Tennessee Authority Tennessee Regulatory Aurhority, the state 

regulatory agency for Chattanooga Gas 

Term Loan Facility $300 million credit agreement entered into by 

AGL Capital to repay the $300 million senior notes due in 2011 

VaR Value at risk is dcfmcd as the rnaxiniuin potential loss ni 

psirttolin value over a spccihcd tiiTie pcritid that is not expected 

to be exceeded within a given degtee of probabilit)' 

Virginia Natural Gas Virginia Natural Gas, Inc. 

Virginia Commission Virginia State Corporation Commission, 

the state regulatory agency for Virginia Natural Gas 

WACOG Weighted average cost of gas 

W N A Weather normalization adjustment 

AGL Resources Inc. 2010 Annual Report 19 



Forward-Looking Statements 

Certain expectations and projecrions regarding our future 

performance referenced in this section and elsewhete in this 

report, as well as in other reports and proxv siarcmcnts wc hlc 

with the SEC or otherwise release to the public and on our 

website are forward-looking statements within the meaning of 

the U.S. federal securities laws and are subjecr to uncerrainties 

and risks, as itemized in Item lA "Risk Factors", in this Form 

10-lv. Senior othcers and othct etnployees may also ir.akc verbal 

statements to analysts, investors, regulators, the media and 

others that are forward-looking. 

Forward-looking sratements involve matters rhat are 

not historical facts, and because these statements involve 

anticipated events or conditions, forward-looking statements 

often include words such as "anticipate," "assume," "believe," 

"can," "could," "estimate," "expect," "forecast," "future," "goal," 

"indicate," "intend," "may," "outlook," "plan," "potential," 

"predict," "project," "proposed," "seek," "should," "rarget," 

"would," or similar expressions. You are caurioned not to 

place undue reliance on our forward-looking statements. Our 

expectations are not guarantees and are based on currently 

available coiripeiirive, finaticiai ai'iJ ecoiicunic data aion:; with 

our operating plans. While we believe that our expectations 

are reasonable in view of currently available informarion, our 

expectations are subject to future events, risks and uncertainties, 

and there are numerous factors - many beyond our control -

dial could cause our acttui re^uits to vary significaruK' front 

our expectations. 

Such events, risks and uncertainties include, but ate not 

limited to, changes in price, supply and demand for natural 

gas and relared products; the impact of changes in state and 

federal legislation and tegulation including any changes related 

to chmate change; actions taken by government agencies on 

rates and other matters; concentration of credit risk; utility 

and energy industry consolidation; the impact on cost and 

timeliness of construction projects by government and other 

approvals, development project delays, adequacy of supply 

of divcisihed vendors, urtcxpectcd change in project, costs, 

iticltiding tlic COS! of funds to hiiance rhese proiects; the 

impact of acquisitions and divestitures; direct or indirect effects 

on t)ur business, hriataciaS concUriotr or liquidity resulting 

from a change in our credit ratings or the credit tarings of 

our cotsnterpatties or competitors: intetesr rate iiucriutions; 

hnancial inarkci conditions, including receni disrupiiians in 

the capital markets and lending environment and the current 

economic downturn; and general economic conditions; 

uncertainties about envitonmental issues and the related impact 

of such issues; the impact of changes in weather, including 

climate change, on the temperature-sensitive porrions of our 

business; the impact of natural disasters such as hurricanes on 

the supply and price of natural gas; acts of war or terrorism; 

and iither facteirs tlcscribed in derail in our hlings with the SECi. 

In addition, actual results may differ materially due to 

the expected tiining and likelihood of completion of the 

proposed merger with Nicor, including the timing, receipt 

and terms and conditions of any required governmental 

and regulatory approvals ofthe proposed merger that could 

reduce anticipated bcneiits or catrse the parties in abandon tire 

merger, the diversion of management's time and attention from 

our ongoing business during this time period, the ability to 

maintain relationships with customers, employees or suppliers 

as well as rhe ability to successfully integrate the businesses and 

realize cost savings and any other synergies and the risk that the 

ctedit ratings of the combined company or its subsidiaries mtiy 

be different from what the companies expect. 

We caution readers that the important factors described 

elsewhere in rhis report, among others, could cause our 

business, restiifs ol operations or hnanci,ii condition to difier 

significantly from diosc cxprcsscel in any torwafd-loeikitig 

statements. There also may be other factors that we cannot 

anricipate or that are not described in rhis report that could 

cause results to dilfet signihcantly from our expectations. 

Forward-looking statements are only as ofthe date they are 

made. We undertake no obligation to publicly update or revise 

any forward-looking statement, whether as a result of future 

events, new infortnation or otherwise, except as required under 

U.S. federal securities law. 
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PART I 

Item 1. Business 

Nature of Our Business 

Unless the context requires orherwise, references to "we," "us," 

"our," the "company" and "AGL Resources" are intended to 

mean consolidated AGL Resources Inc. and its subsidiaries. 

We are an energy services holding company whose principal 

business is the distribution of natural gas in six states - Florida, 

Georgia, Maryland, New Jersey, Tennessee and Virginia. Our 

six utilities serve approximately 2.3 million end-use customers. 

We are also involved in several related and complementary 

businesses, including rerail narural gas marketing to end-use 

customers in Georgia, Ohio and Florida; natural gas asset 

management and related logistics activities for each of our 

utilities as well as hir non-afriliated companies; natural gas 

storage arbitrage and related activities; and the development 

and operation of high-deliverability natural gas storage assets. 

We manage these businesses through four operating segments 

— distribution operations, retail energy operations, wholesale 

services and energy investments — and a non-operating 

corporate segment. 

Proposed Merger with Nicor 

In December 2010, we entered into an Agreement and Plan 

of Merger (the Merger Agreement) with Nicor. In accordance 

with the Merger Agreement, each share of Nicor common stock 

our:standiiig at th,c ftfiective 1 itnc (as uettned in the Mcruei-

Agreement), other than shares to be cancelled, and Dissenting 

Shares (tis dehned in the Merger Agreement!, 'wili be ctuivertcd 

into the right to receive consideration consisting of (i) $21.20 

in cash and (ii) 0.8382 shares of our common stock, subject to 

adjustment in cerrain circumstances. 

rhe completion of the proposed merger is subject to 

various customary conditions, including, among others (i) 

shareholder approval by both companies, (ii) expiration or 

termination of any applicable waiting period under the Hart-

Scott-Rodino Antitfust Improvements Act of 1976, (iii) the 

SEC's clearance of a registration statement registering our 

common stock to be issued in connection with the proposed 

merger and (iv) receipt of all required regulatory approvals 

from, among others, the Illinois Commerce Commission. 

The Merger Agreemenr contains cerrain tetmination 

rights for both us and Nicor, and further provides for the 

payment of fees and expenses upon termination undet 

specified circumstances. 1 he proposed merger is expected to 

be coinplercd in the scccnd haif'of 201 I, rixccpt for spcciiic 

references to the proposed merger, the disclosures contained in 

this report on Form 10-K relate solely to AGL Resources. 

hi January 201 1, tve filed a joint application with Nieot 

to the Illinois Commerce Commission for approval of the 

proposed merger. The application did not request a tate increase, 

but did include a commitment to maintain the number of 

full-time equivalent employees at Nicor's narural gas utility 

for a period of three years following merger completion. 

The Illinois Commerce Commission has eleven months to act 

upon the application; however, we and Nicor have asked for 

approval of the merger by October 1, 2011. 

For additional information relating to the proposed merger 

please see our i'orm S-K filed on Deceri-iber 7, 2010 and tite 

joint proxy statement / ptospectus contained in the registrarion 

sratement on form S-4 tiled on f-ebruary î, 1\)\ 1. 

Distribution Operations 

Our distribution operations segment is the largest component 

of our business and includes six natural gas local distribution 

utilities. These utilities construct, manage and maintain 

intrastate natural gas pipelines and distribution facilities 

and include: 

• Atlanta Gas Light in Georgia 

• Chattanooga Gas in Tennessee 

• Elizabethtown Gas in New Jersey 

" Elkton Gas in Maryland 

• Florida City Gas in Florida 

• Virginia Natural Gas in Virginia 

Utility Regulation and Rate Design 

Rate Structures Each utility operates subject to regularions 

and oversight ofthe state regulatory agencies in each ofthe 

six states that we serve with respect to tates charged to our 

cusromers, mainrenance of accounting tecotds and various 

service and safety matters. Rates charged to our customers 

vary according to customer class (residential, commercial or 

industrial) and rate jurisdiction. These agencies approve rates 

designed to provide us the opportunity to generare revenues to 

recover all prudently incurred costs, including a return on rate 

h;tse su'hcient tss pay interest on debt and proviele a teasonabic 

retutn for our shareholders. Rate base generally consists ofthe 

original cost of utility plant in service, working capital and 

certain other assets; less accumulated depreciation on utility 

plant in service and net deferred income tax liabilities, and may 

include certain other additions ot deductions. 

For our largest utilit)', Atlanta Gas Light, the natural 

gas market was deregulated in 1997. Accordingly, Marketers, 

rather than a traditional utility, sell natural gas to end-use 

customers in Georgia and handle cusromer billing funcrions. 

1 he Markeiei's hie their rates monrhly with the Geoigia 

Commission. As a result of operating in a deregulated 

environment, Atlanta Gas Light's role includes: 

• disrributing natural gas for Marketers 

• constructing, operating and maintaining the gas system 

inftastrucrure, including responding to customer service calls 

and leaks 

• reading meters and maintaining undetlying customer premise 

information for Marketers 

• planning and contracting for capacity on interstate 

transportation and storage systems 
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Atlanta Gas Light etrns re\enue by charging rates to its 

I I 

1 1 1 \ I t ) 

i l l 1 1 nt u 

rate design minimizes the seasonality of Atlanta Gas Lights 

revenues since rhe monthly hxed charge is not voltiinetric or 

directly weather dependent. 

With the exception of Atlanta Gas Light, the eatnings 

of our regulated utilities can be affected by customer 

consumption patterns that are a function of weather conditions 

and price levels lor natural gas. Specihcdiy, customer elemaitd 

substantially increases during the Heating Season when natural 

gas is used for heating purposes. Various mechanisms such as 

weather normalization mechanisms exist at most of our utilities 

that limit our exposure to weather changes within typical 

ranges in all of our jurisdictions. 

All of out utilities, excluding Atlanta Gas Light, are 

authorized to use natural gas cost recovery mechanisms that 

.illow ihetn ro adjust their rates ro reflect changes in the 

wholesale cost of natural gas and to ensure they recover 100% 

ofthe costs incurred in purchasing gas for their customers. 

Since Atlanta Gas Light does not sell natural gas direcrly to its 

end-use customers, it does not need or utilize a natural gas cost 

recovery mechanism. 

In rraeliiiona! rate tlcsigns, utiiiries recovei- a significant 

ptitrion oi ihcir fixed cusromer service and pipeline 

infrastructure costs based on assumed natural gas volumes 

used by our customets. Four ot our utilities have "decoupled" 

tegulatory mechanisms in place that encourage coirservation. 

We believe that separating, or decoupling, the recoverable 

aiiiount of these hxed costs troiii titc cusromer *l2te)Ughput 

volumes, or amounts of natural gas used by our customers, 

allows us to encourage our customers' energy conservation and 

ensures a more stable recovery ot our hxed costs. 

Recent Regulatory Actions, In May 2010, the Tennessee 

Authority approved new base rates for Chattanooga Gas, 

which went into effect in June 2010. These new rates include 

Ciscrgy-etficicncy and conservation prtierams, as well as a 

mechanism to recover lost revenue resulting from these 

programs, updated depreciation rates that resulted in decreased 

depreciation expense of $2 million annually, and the recovery 

of approximately $1 million in prior legal expenses. The 

approved rate adjustment includes a reduction in the authorized 

return on equity from 10.3% to 10.05%. This decoupled rate 

design is the first such program tor a utility in iii-uiiessee. 

In Octobet 2010, the Georgia Commission voted and 

approved an annual increase of $27 million in base rate revenues 

for Arlanra Gas Light which became effective in November 

2{)!0, These new rates arc rcf'ecrcd in Adanta Gas Light's base 

rate charges assessed to customers by their Marketer. 

The Georgia Commission also adopted a new acquisition 

synergy sharing policy that allows Atlanta Gas Light to recover 

50% of net synergy savings achieved on future acquisitions 

for a period of ten years. The policy also allows Atlanta Gas 

Light to recover, through December 2015, 25%, or.$4 miUion 

annually, in acquisition synergy savings it continues to achieve 

from the 2004 NUI acquisirion. 

The annual rate increase also includes approximately $10 

million in new customer service and safery oriented programs 

which Atlanta Gas Light will invest in technology and bite 

additional employees to support the programs. The decision 

also restores a standard depreciation methodology used to 

calculate net salvage value of utility assets, tesulting in an 

increase in depreciation expenses of apptoximately $2 million. 

In f-ebriiary 201 ] , Virginia Nanir.i! (.ias bled a rate 

case with the Virginia Commission, seeking a net inctease 

in revenues of $25 million. This requested rate increase is 

primarily the result of our infrastructure investments over 

the past ten yeats, including the Hampton Roads pipeline 

project and operational cost increases. The rate case requested 

a 10.95% return on equity and an authorized equity to total 

capitalization ratio of 5 1 % . In order to mitigate the impact of 

the proposed rate inctease on customer bills, we are proposing an 

alternative rate schedule that would phase in the Hampton Roads 

pipeline ptoject capital recovery inro base rates over a three year 

period. We expect the Virginia Commission to make a decision 

on this rate case within 12-iS months of our hlin;;. New rates 

could go into effect, subject to refund, on August 1, 2011. 
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The following table provides regulatory information for out largest utilities. 

Atlanta Gas Light 

8.10% 
7.26% 

10.75% 
9.10% 
51.0% 

Elizabetiitown Gas 

7.64% 
7.87% 

10.30% 
10.76% 
47.9% 

Vi rginia Nat ural Gas 

9.24% 
8.24% 

10.90% 
9.62% 
52.4% 

Florida C it)' Gas Chattanooga Gas 

7.36% 
5.04% 

11.25% 
6.22% 
36.8% 

7.41% 
8.98% 

10.05% 
13.45% 
46.06% 

Authorized return on rate base '" 

Estimated 2010 rerurn on rate base '-' 

Authorized rerurn on equity '" 

Estimated 2010 return on equity ''' 

Authorized rate base % of equity '" 

Rate base included in 2010 return 

on equity (in millions) '•" 

Performance based rates '•*' 

Weather normalization "' 

Decoupled or straight-hxed-variable rates " 

Regulatory infrastructure program rates ' ' 

Synergy sharing policy '** 

Last decision_on change in rates 

$1,312 433 

Oct 

/ 
/ 
/ 

2010 

/ 

Dec 2009 

$502 
/ 
/ 

/ 

Jtrly 2006 

$164 

N/A 

$91 

May 2010 
(1) The iiuthorized rerurn on rare base, return on equity, and percentage of equity were those authorized as of December 3 ! , 2010. 

(2) Estimates based on principles consistent with utility ratemaking in each jurisdiction. 

(3) Estimated based on 13-nionrh average. 

(4) Involves frozen rate.';. 

(5) hivolves regulatory mechanisms that allow us ro recover our costs in the event of unseasonal weather, but are nor direct offsets to die potential impacts of weather and 

customer consimiption on earnings. These mechanisms are designed to help stabilize operating results by increasing base rate aniount.s charged to cusromers when weather 

is warmer thin normil and decreismt, imounts chirked when ueuhci is coldei thni noimil 

(6) ' I . ' 1 . I 

(7) 1 1 I h 1 1 . 1 1 1 , i 1 1 

uriiu) inlnstrucluie program u LIulhcclnow n C, is 

(8) Involves the recovery ot a portion of net synergy savings achieved on luture acquisitions. 

Environmental Remediation Costs 

We are subject to federal, srate and local laws and regulations 

governing environmental quality and pollution conttol. 

These laws and regulations require us to remove or remedy 

rhe effect on the environment ofthe disposal ot telease of 

specified sul-jsraitces at current and former operatins; sites. 

The following table provides more information on the costs 

telated to remediation of our former operating sites. 

In milliom 

Cost 
estimate 

range 

Expected costs 

A m o u n t over next 

recorded twelve m o n t h s 

Georgia and Florida $57 - $105 $57 

New Jersey 7 5 - 1 3 8 75 

North Carolina 1 1 - 1 6 11 

$3 
10 

1 
Total $ 1 4 3 - $ 2 5 9 $143 $14 

We teport these estimates on an undiscounted basis. As 

we continue to conduct the actual remediation and enter 

into cleanup contracts, we are increasingly able to provide 

conventional engineering estimates ofthe likely costs of many 

elements of the remediation program. These estimates contain 

various engineering uncertainties, and we regularly arrempt to 

rctinc and update these cngirieci-ing esrimarcs. We primarily 

recover these costs through rate riders. 

See item 7, Management's Discussion and Analysis of 

Financial Condition and Results of Operations, "Critical 

Accounting Estimates", for additional information about 

our environmenral remediarion liabiliries. Also see Item 8, 

"Financial Statements and Supplementary Data", and Note 10, 

"Commitment and Contingencies", fot information on our 

environmental lemediation efforrs. 

Competition and Customer Demand 

All of our utilities face competition from orher energy 

products. Our principal competition is from electric utilities 

and oil and propane providers serving the residential and 

commercial markets throughout our service areas. Addirionally, 

the potential displacement ot teplacemcnt of natural gas 

appliances with electric appliances is a competitive factor. 

Competition for space heating and general household 

and small commercial energy needs generally occurs at the 

initial installation phase when the customer or builder makes 

decisions as to which types of equipment to install. Customers 

generally continue to use the chosen enetgy source for the life 

of the equipment. Customer demand for natural gas could be 

affected by numerous factors, including: 

• changes in the availability or price of natural gas and other 

forms of energy 

" general economic conditions 

• energy conservation 

• legislation and regulations 

• the capability to convert from natural gas to alternative fuels 

" weather 

• new commercial construction and 

" new housing starts. 
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While there has been soirre improvement in the economic 

conditions within the areas we serve, there continue to be high 

rates of unemployment and depressed housing markets with 

hitjh inventories, signihcanriy reduced new home construcvion 

and a slow-down in new commercial development. As a result, 

\ye have experienced slight customer losses in our distriburion 

operations segmenr. 

Our year-over-year consolidated utility customer loss 

rate was (0.1)% in 2010, compared to (0.3)% for 2009. We 

anticipate overall competition and customer trends in 2011 to 

be similar to our 2010 results. 

We continue to mitigate the effects ofthe current 

economic conditions on our business through our use of a 

variety of tatgeted marketing programs designed ro attract 

new customers and to retain existing customers. These efforts 

include working to add tesidential customers, multifamily 

complexes and commercial customers who use natural gas 

for purposes other than space heating, as well as evaluating 

and launching new natural gas relared programs, products 

and services to enhance customer growth, mitigate customer 

attririon and increase operating revenues. 

These programs gcnertdly emphasize natural gas as the fuel 

of choice for customers and seek to expand the use of natural 

gas through a variery of promorional activities. In addition, we 

partner with numerous third-party enrities such as builders, 

realtors, plumbers, mechanical conrractors, architects and 

eirgnieers to niariset ttu: î enelHS of natural e,is appliances and to 

idenrify potential rerention oprions early in the ptocess for those 

customers who iriighr consider converting to alternative fuels. 

We work with regulators and state agencies in each of 

our jurisdicrions to educate customers throughout the yeat 

about energy cosrs in advance ofthe Heating Season, and to 

ensure that those customers qualifying for the Low Income 

Home Energy Assistance Program and other similar programs 

receive any needed assfstance and we expect to continue this 

focus for the foreseeable future. We have also worked with the 

Virginia Commission and the New Jersey BPU to educate our 

cusfiimers about energy cfhcicncy and conservation and ro 

provide rebates and other incentives for the purchase of high-

etficiencv luuurai g.is-tueied equipnicnt. 

Capital Projects 

We continue to focus on capital discipline and cost control, 

while moving ahead with projects and initiatives that we expect 

will have current and iiinirc benchts, prn\-idc an appropriate 

return on invested capital and ensure the safety, reliability 

and integriry of our urility inftastrucrure. The table below 

and the following discussions provide updates on some of our 

larger capital projects at our disttibution operarions segment. 

Our anticipated expenditures for these programs in 2011 

are discussed in 'Liquidity and Capital Resources' under rhe 

caption 'Cash Flows from Financing Activities'. 

In millions 
Expenditures 

in 2010 
Anticipated 
completion 

Pipeline replacement program 

Integrared Sysrem Reinforcement 

Program 

Integrated Customer Growth 

Program 

Enhanced infrastructure jjrogram 

54 

5 
46 

2013 

2012 

2012 

2011 

Total 5186 

Atlanta Gas Light In October 2009, the Georgia Commission 

approved Atlanta Gas Light's STRIDE program. As approved, 

STRIDE is comprhsed of rhe ongoing pipeline replacemenr 

program, which was srarted in 1 998 and the new Integrared 

Sysrem Reinforcement Ptogram (i-SRP). 

The purpose ofthe i-SRP program under STRIDE is to 

upgrade Atlanta Gas i.igiits distribution system and iiepicfied 

natural gas facilities in Georgia, improve its system reliability 

and operational tlcxibiiU)', :!!id create a platttuiTi to meet long-

term forecasted growth. Under STRIDE, Adanra Gas Light is 

rcejuired ro hie an updatec! rcn-year forecast or intrasiructure 

requirements under i-SRP along with a new three-year 

construction plan every three years for review and approval by 

the Georgia Commission. 

In January 2010, the Georgia Commission also approved 

the Integrated Customer Growth Program (i-CGP) under 

STRIDE which authorized Atlanta Gas Light to extend 

Atlanta Gas Light's pipeline facilities to serve customers 

without pipeline access and create new economic development 

oppoftunities in Georgia. 

Elizabethtoiun Gas In 2009, the New Jersey BPU approved 

an accelerated enhanced inftasttucture program, which was 

created in response to the New Jersey Governor's request 

for utilities to assist in the economic recovery by increasing 

infrastructure investments. A regulatoty cost recovery 

mechanism has been established whereby estimated rates go 

into effect at the beginning of each year. At the end of the 

program the regularory cost recovery mechanism will be trued-

up and any remaining costs not previously collected will be 

included in base rates. In December 2010, Elizabethtown Gas 

made a requesr to the New Jersey BPU to spend an additional 

$40 million under this program to be spent in 2011 and 2012. 

The outcome of this request is still pending. 
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Collective Bargaining Agreements 

The following table provides information about our natural gas 

utilities' collective bargaining agreements. 

# of Contract 
Employees Expiration Date 

Virginia Natural Gas 

International Brotherhood of 

Electrical Workers (Local No. 50) 

Elizabethtown Gas 

Utility Workers Union of America 

(Local No. 424) 

125 May 2012 

167 Nov 2011 

Total 292 

Our current collective bargaining agreements do not require 

our participation in multiemployer retirement plans and we 

have no obligation to contribute to any such plans. These 

agreements represent apptoximately 11% of our total employees 

and we believe that our relations with them are good. 

Retail Energy Operations 

Our retail energy operarions segmenr consists of SouthStar, a 

joint ventute currently owned 85% by out subsidiary, Georgia 

Natural Gas Company, and 15% by Piedmont. SouthStar 

markets natural gas and related services under the trade name 

Georgia Natural Gas to retail customers on an unregulated 

basis, primarily in Georgia. SouthStar also serves rerail 

customers in Ohio and Florida and markets natural gas to larger 

commercial and industrial customers in Alabama, Tennessee, 

North Carolina, South Carolina, Florida and Georgia. 

SouthStar expanded into the Ohio market in 2006, 

principally through being awarded supply agreements using 

retail choice programs. We continue to monitor and evaluate 

other states where natural gas choice programs may offer 

potential future markets and soutces for growth. 

Pfior to January 1, 2010, we owned a 70% intetest in 

SouthStar and Piedmont owned 30%. However, in July 2009, 

we entered into an amended joint venture agreement with 

Piedmont pursuant to which we purchased an additional 15% 

ownership interest for $58 million, effective January 1, 2010, 

thus increasing our intetest to 85%. Prior to the effectiveness 

of our ownership increase, SouthStar's earnings for customers 

in Georgia were allocated 75% to us and 2 5 % to Piedmont, 

while its earnings for customets in Ohio and Florida were 

allocated 70% to us and 30% to Piedmont. Earnings are now 

allocated entirely in accordance with the ownership interests. 

We have no contractual rights to acquire Piedmont's temaining 

15% ownership interests. 

SouthStar is governed by an executive committee, which 

is comprised of six members, three representatives from AGL 

Resources and three from Piedmont. Under the joint venture 

agreement, all signihcant nranagemeut decisions require the 

unanimous approval of the SouthStar executive committee; 

accordingly tiur 85'?b Imanciai intercs; is considered lo he 

noncontrolling. We record the earnings allocated to Piedmont 

as a noncontrolling interest in our Consolidated Statements 

of Income, and we record Piedmont's porrion of SouthStar's 

capital as a noncontrolling interest in our Consolidated 

Statements of Financial Position. 

SouthStar's operations ate sensitive to seasonal weather, 

natural gas prices, customer growrh and consumption patterns 

similar to those affecting our utility operations. SouthStar's 

retail pricing sttategies and the use of a variery of hedging 

strategies, such as the use of futures, options, swaps, weather 

derivarive instruments and other risk management tools, help 

to ensure retail customer costs are covered to mitigate the 

potential effect of these issues and commodity price risk on 

its opetations. Fot more information on SouthStar's energy 

marketing and risk management activiries, see Item 7A, 

"Quantitative and Qualitative Disclosutes About Market 

Risk - Commodity Price Risk." 

Competition SouthStar competes with other energy Marketers 

to provide natural gas and related services to customers in 

Georgia and the Southeast. In rhe Georgia inarket, SouthStar 

is the largest of eleven Marketers, with average customers of 

approximately 500,000 over the last three years and marker 

share of 3 3 % . 

In recenr years, increased competition and the hea\'y 

Pi'omotinii ol fixed nrie'c plans Pv SouthStar's cornpetitors has 

resulted in incteased pressure on retail natural gas margins. 

In response to these matket conditions SouthStar's residenria! 

iind coitinierci.ii cusroiiiers have been migrating ro itxeti price 

plans, which, combined with increased competition from other 

Marketers, has impacted SouthStar's customer growth as well 

as margins. 

In addition, similar to our natural gas utiiiries, SouthStar 

faces competition based on customer preferences for natural 

gas compared to other energy products and the comparative 

prices of those products. Natural gas price volatility in the 

wholesale natutal gas commodiry market has also contribured 

to an increase in competition for residential and commercial 

customers. SouthStar continues to use a variety of targeted 

marketing programs to attract new customers and to retain 

existing customers. 

Operations SourhStar generates revenues primarily in three 

sesiys, '1 he hist is dirotigh rhe sale oi natural gas rr) residential, 

commercial and industrial cusromers, primarily in Georgia 

where SouthStar captutes a spread between wholesale and retail 

natural gas prices. 

The second way SouthStat generates revenues is 

through the collection of monthly service fees and customer 

late payment fees. SouthStar evaluates the combination of 

these two retail price components to ensure such pricing 

is structured to cover related retaU customer costs, such as 

bad debt expense, customer service and billing, and lost and 

unaccounred-ior gas, and to pi'ovide a reasfmabie proht, as well 

as being competitive to attract new customers and maintain 

market share. 
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The third way SouthStar generates revenues is through 

irs commercial operations of optimizing storage and 

transportation assets and effectively managing commodity 

risk, which enables SouthStar to inaintain competitive retail 

prices and operating margin. SouthStat is allocated storage 

and pipeline capacity from Atlanta Gas Light that is used 

to supply natural gas to its customers in Georgia. Through 

hedging transactions, SouthStar manages exposutes atising 

from changing commodity prices by using natural gas storage 

transactions to caprure operating margin from narural gas 

pricing differences that occur over time. SouthStar's risk 

management policies allow the use ot derivarive instrumenrs 

for hedging and risk managemenr purposes but prohibit the 

use of derivative instruments for speculative purposes. 

Wholesale Services 

Our wholesale services segment consists primarily of Sequent, 

our wholly-owned subsidiary involved in asset management and 

optimization, storage, transportation, ptoducer and peaking 

services and wholesale marketing. The wholesale .services 

segment also includes our wholly-owned subsidiary Compass 

Energy (Compass), which we acquired in 2007. Compa.ss 

provides natural gas supply and services to commercial, 

industrial and governmenral cusromers primarily in Kentucky, 

Ohio, Pennsylvania, Virginia and West Virginia. Compass 

contributed $2 million of EBIT in 2010 and zeio in 2009. 

Sequent utilizes a portfolio of natural gas storage assets, 

contracted supply from all ofthe major producing regions, as 

well as contracted storage and Transportation capacity across 

the Gulf Coast, Eastern, Midwestern and Western sections 

ofthe United States and Canada to provide these services 

to its customers, consisting primarily of electric and natural 

gas utilities, power generators and large industrial customers. 

Sequent's logistical expertise enables it to provide its customers 

with natural gas from the major producing regions and marker 

hubs in the United States and Canada and meet its delivery 

requirements and cusromer obligations at competitive prices by 

leveraging its portfolio of natural gas storage assers and contracted 

natutal gas supply, transporration and storage capacity. 

Sequent's portfolio of storage and rransporration capacity 

also enables it to generate additional operating margin by 

oprimizing the contracted assets through the application of 

its wholesale market knowledge and risk management skills as 

the opportunities arise in the Gulf Coast, Eastern, Midwestetn 

and Western sections of the United States and Canada. These 

asset optimization opportunities focus on capturing the value 

from idle or underutilized assets, typically by participating 

in ttansactions to take advantage of volatility in pricing 

differences benveen varying geographic locarions and time 

horizons (location and seasonal spreads) within the natural 

gas supply, storage and transporration markets to generate 

earnings. Sequent seeks to mitigate the commodity price and 

volatility risks and protect its operating margin through a 

variety of risk management and economic hedging activities. 

Sequent's earnings are largely impacted by volatility in 

the natural gas marketplace. Volatility arises from a number 

oi i;icie)i"s such as wc:ii!ier iiucniations or tiie change, supply, 

or demand for natural gas in different regions of the country. 

In December 2010, cold wearher in the Northeast and 

Mid-Atlantic sections of the United States cteated not only 

customet demand for natural gas but also volatility, enabling 

Sequent to generate a large portion (approximately 25%) of its 

full year 2010 operating margin. 

While rhis cold wearher in December 2010 contributed 

to volatility in the marketplace, overall Sequent experienced 

reduced volatility in 2010 and continues to expect lower 

volatility brought on by a robust natural gas supply and ample 

srorage in rhe marker. 1 his volariiitv is partially reflected in 

the year-over-year $14 million decline in economic value or 

operating revenues expected to be recorded in future periods 

associated with its existing natural gas storage inventory as 

discussed under energy marketing activities, as well as its 

transportation portfolio. Also conttibuting to the year-over-

year decline is the impact of decteased gains on the derivative 

iiniincial instniiricnts used to hedge Scuucnt's storstge and 

transportation positions. 

Competition Sequent competes for asser management, long-

tetm supply and seasonal peaking service contracrs with other 

energy wholesalers, often through a competitive bidding 

process. Sequent is able to ptice competitively by utilizing its 

portfolio of contracted storage and transportation as,sets and 

by renewing and adding new contracts at prevailing lower 

rates. Sequent will futther continue to broaden its market 

presence in tlie Pasiitic Norrhwesr section ot tfie Uiiited Stares 

and Canada, as well as pursue additional opportunities with 

power generarion companies located in the areas of the country 

it operates. Sequent is also focused on building its fee based 

services in parr ro have a source of operaring margin that is less 

impacted by volatility in the marketplace. 

Asset Management Transactions Sequent s asset management 

customers include athliated and nOiiaftiiiated utiiitics, 

municipal urilities, power generators and large industtia! 

customers. These customers, due to seasonal demand or levels 

of activity, may have contracts for transportation and storage 

capacity which exceed their actual requirements. Sequenr 

enters into structured agreements with these customers, 

whereby Sequent, on behalf of the customers, optimizes the 

transportation and storage capacity during periods when 

customers do not use it for their own needs. Sequent may 

capture incremental operating margin rhrough optimization, 

and either share margins with the customers or pay them a 

'ixed arnminr. 

Sequent has entered into asset management agreements 

With our afhiiated utiiitics rhiit include profit sharing 

mechanisms and hxed fee paymeius rhat require Sequent to 

make aggregate annual minimum payments of $10 million in 
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2011. These agreements are scheduled to expire over rhe next 

three years. The following table provides payments made under 

these agreements during rhe last three years. 

In millions 
Proht slttrring / lee pirenrenls 

2010 2009 2008 

Adanta Gas Light 
Elizabethtown Gas 
Chattanooga Gas 
Virginia Natural Gas 
Florida Citv Gas 

Total 

$4 
10 
4 
5 
1 

$24 

$16 
11 
4 
7 
1 

$39 

$9 
5 
4 
2 
1 

$21 

Transportation Transactions Sequent contracts for natural gas 

transporration capacity and participates in transactions that 

manage the natural gas commodity and transportation costs 

in an attempt to achieve the lowest cost to serve its various 

markets. Sequent seeks to optimize this process on a daily 

basis as market conditions change by evaluating all the natural 

gas supplies, transporration alternatives and markets to which 

it has access and identifying the lowest-cost alternatives to 

serve the various markets. This enables Sequent to capture 

geographic pricing differences across these various markets as 

delivered natural gas prices change. 

As Sequenr executes transactions to secure transportation 

capacitse ir often enrci's into forward fin.incial contracts ro iiedge 

its positions and lock-in a margin on futute transporration 

activities. Fhe hedging instruments are derivatives, and Sequent 

(s reported 
operating results in the period of change, which can be in 

periods prior ro actual utilizarion of the transportation capacity. 

Producer Services Sec\uenXs producer services business 

primarily focuses on aggregating natural gas supply from 

various small and medium-sized producers locared throughout 

the natural gas producrion areas ofthe United States. Sequent 

provides producers wirh certain logistical and risk management 

services that offer them attractive options to move their supply 

inro rhe pipeline grid. 

Natural Gas Storage Inventory a n d Transactions Sequent 

maintains natural gas storage balances for volumes associated 

with energy marketing activities and parked gas transactions 

and records these within natural gas stored underground 

inventory on our Consolidated Statement of Financial 

Position. Futther and generally in connection with non-

afidiaved asset manageirienr transacrioiis, Scqeicius recorded 

natural gas stoted underground inventory includes volumes 

of natural gas it manages for its customers by purchasing the 

natural gas inventory from and physically delivering volumes 

of natural giis pacis ro irs cusroniers based on specific delis-cry 

dates. The cost at which Sequent purchases the volumes of 

natural gas from irs cusromers or WACOG is also the same 

price ar which Sequent sells the natural gas volumes to the 

customer Consequently, Sequent makes no margin on rhe 

purchase and sale of the natutal gas but makes operating 

margin through its natural gas storage optimization activities of 

these volumes under inanagement. As of December 31 , 2010, 

Sequent has $283 million of natural gas stored underground 

inventory within our Consolidated Statement of Financial 

Position, representing 68 Bcf at an overall WACOG of $4.16. 

Energy Marketing Activities Sequent purchases natural gas for 

storage when the current marker price it pays plus the cost 

for transportation and storage is less than the market price ir 

anticipates it could receive in the future. Sequent attempts to 

mitigate substantially all ofthe commodity price risk associated 

with its storage portfolio and uses derivative instruments to 

reduce the risk associated with future changes in the price of 

natural gas. Sequent sells NYMEX futures contracts or O T C 

derivatives in forward months to substantially lock in the 

operating tevenue it will ultimately realize when the stored gas 

is actually sold. 

We view Sequent's trading margins from two perspectives. 

First, we base our cominercial decisions on economic value, 

which is dehned as the lockcd-in opcpiiiug revenue to be 

realized at the time the physical gas is withdrawn from srorage 

and sold and the derivative instrumenr u.sed to economically 

hedge natural gas price risk on that physical storage is settled. 

Second is the GAAP reported value both in periods prior to 

and in the period of physical withdrawal and sale of inventory. 

The GAAP amoutrt is affected by the process of accounring 

iiir the hnancial hedgiut; insrrunienis in inicrim perituls at fair 

value between the period when the natural gas is injected into 

storage and when it is ultimately withdrawn and the derivarive 

financial iiisrtumenrs are settled. J he ciiaiige in the fair value 

ofthe hedging instruments is recognized in earnings in the 

period of change and is recorded as unrealized gains or losses. 

The actual value, less any interim recognition of gains or losses 

on hedges and adjustments for LOCOM, is realized when the 

natural gas is delivered to its ultimate customer. 

Sequent accounts for natural gas stored in inventory 

differently than the derivatives Sequent uses to mitigate the 

commodity price risk associated with its storage portfolio. The 

natutal gas that Sequent purchases and injects into storage is 

accounted for at the lower of average cost or currenr market 

value. The derivatives that Sequent uses to mitigate commodity 

price risk are accounted for at fair value and marked to market 

each period. This difference in accounting treatment can result 

in volatihty in Sequent's reported results, even though the 

expected operating revenue is essentially unchanged from the 

date the ttansactions were initiated. These accounting differences 

also affect the comparability of Sequent's period-over-period 

results, since changes in forward N"VMEX prices do not increase 

and decrease on a consistent basis from year ro year. 

Sequent's expected natural gas withdrawals from physical 

salt-dome and reservoir storage are presented in rhe following 

table along with the operating revenues expected at the time of 

withdrawal. Sequent's expected operating revenues are net ofthe 

csiiniatcd irnpacv of proht sharing tuulcr our assci rnanaiiemenr 
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agrecmeius and rehect rhe ai-nounrs rn;u are rcalizanle in 

furure periods based on the inventory withdrawal schedule 

and forward natural gas prices at December 31 , 2010 and 

2009. A portion of Sequent's storage inventory is economically 

hedged with futures contracts, which resulrs in realization of a 

siibsrantiallv hxed rruinjin, rimina notwithsranding. 

Withdrawal schedule 
(in Bcf) 

Salt-dome 
(WACOG 

S3.70) 

Resers'oir 
(WACOG 

Expected 
operating 
revenues 

S3.74) (in millions) 

2011 

First quarter 

Second quarter 

Third quarter 

22 

1 

1 

$ 1 3 

1 

Fourth quatter 
Total at Dec. 31 ,2010 

Totalat Dec. 31 ,2009 

1 
4 

-

-
24 

19 

1 
$16 

$30 

If Sequent's storage withdrawals as,sociated with existing iiwentory 

posirions are executed as planned, it expects operating reveirues 

from storage withdrawals of approximately $16 million during 

the next twelve months. This will change as Set]uent adjusts its 

daily injection and withdrawal plans in response to changes in 

market conditions in future months and as forward NYMEX 

prices Huctuatc, 

For more information on Sequent's energy marketing and risk 

management activities, see Item 7A, "Quantitative and Qualitative 

Disclosures About Market Risk - Commodity Price Risk." 

Park and Loati Ti-ansactions Sequent routinely enters into 

patk and loan transactions with vai"ious pipehnes and storage 

facilities, which allow Sequent to park gas on, or borrow gas 

from, the pipeline in one period and reclaim gas from, or repay 

gas to, the pipeline in a subsequent period. For these services. 

Sequent charges rares which include the retention of natural 

gas lost and unaccounted for in-kind. The economics of these 

transacdons are evaluated and price risks are managed in much 

the same way as traditional reservoir and salt-dome storage 

transactions are evaluated and managed. 

Sequent enters into forward NYMEX contracts to hedge 

the natural gas price risk associated with its park and loan 

transactions. While the hedging instruments mitigate the price 

risk associated with the delivery and receipt of natural gas, 

they can also tesult in volatility in Sequent's reported results 

during the period before the initial delivery or receipt of 

natural gas. During rhis period, if the forward NYMEX prices 

in the months of delivery and receipt do not change in equal 

amounts. Sequent will report a net unrealized gain or loss on 

the hedges. Once gas is delivered under the patk and loan 

transaction, earnings volatdity is essentially eliminated since 

the park and loan transaction contains an embedded derivative, 

which is also marked to market and would substantially offset 

subsequent changes in value of the forward NYMEX contracts 

used to hedge the park and loan transaction. 

Energy Investments 

Our energy investments segment includes a number of 

businesses that are -related and complementary to our primary 

biisincsj. The most sianihcani of rhcse businesses is our iiaturs 

gas srorage business, which develops, acquires and operates 

high-deliverability salt-dome caverns and other stotage assets 

in the Gulf Coast region ofthe United States. While this 

business can also generate additional revenue during times 

of peak market demand for natural gas storage services, the 

majority of our narural gas stotage facilities are covered under 

a porriolio tii short, medium and ieHi;;-rerm contracrs :ti a hxeel 

market rate. We generally have had approximately 9 0 % to 

95% of Jefferson Island's working natural gas capacity under 

iirm sirbst-ription. As (iolden li'iangie Storage [legins full 

conimercial operations during the hrst (|tiarrer ot 20 ! ] , it will 

market its remaining available working natural gas capacity 

taking into consideration the prevailing market conditions in 

establishing rares and tenor of capacity contracts. 

Jefferson Island This wholly-owned subsidiary operates a salt-

dome storage and hub facility in Louisiana, approximately 

eight miles from the Henry Hub. It currently consists of 

two salt-doine storage caverns with 7.5 Bcf of working gas 

capacity, 0.7 Bcf per day of withdrawal capaciry and 0.4 Bcf 

per day of injection capacity. The storage facility is regtdated 

by the Louisiana Department of Natural Resources and by 

the FERC, which has regulatory authority over storage and 

transportation services. Jefferson Island provides storage and 

hub services through its direct connection to the Henry Hub 

and its interconnections with eight pipelines in the area. 

Jefferson island currently has 6.9 Br:t under firm suisscnitrion, 

which represents approximately 92% of its working natutal 

gas capacity J'his Isvci ot firin subscriprioti has remained 

consistent over the last three years. 

In December 2009, the Louisiana Mineral and Energy 

Board approved an operating agreement between Jefferson 

Island and the State of Louisiana. In June 2010, Jefferson 

Ishtnd hied a permit applicarion with the Louisiana 

Department of Natural Resources to expand its natural gas 

storage facility through the addition of two caverns. Despite 

the opposition of a local group, we anticipate receiving 

approval during rhe second half of 2011. When completed the 

additional two caverns would expand the total working gas 

capacity at Jefferson Island from 7.5 Bcf to approximately 19.5 

Bcf of working gas capacity. 
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Golden Triangle Storage Our wholly-owned subsidiary. Golden 

Triangle Storage, a new salt-dome storage facility in the Gulf 

Coast region ofthe United States, is designed for an initial 12 

Bcf of working natural gas capaciry and total cavern capaciry 

of 18 Bcf The faciliry porentially can be expanded to a total 

of hve caverns vs-irh .tpproximatciy 38 Bcf of worieing natiiral 

gas storage capacity in rhe future. The storage facility is 

regulated by the FERC. Golden Triangle Storage completed 

an approximately nine-mile dual 24" natural gas pipeline to 

connect the storage facility with three interstate and three 

intrastate pipelines. 

rhe hrst eastern with 6 Iscf of woi-kiiig capacity began 

commercial service in September 2010. The second cavern, 

with an expected 6 Bcf of working capacity, is expecred to be 

in service in niid-2012. Golden Triangle Storage currently has 

2 Bel unsler firm subscriptiorp wliich represents approxiiiiarely 

3 3 % of its current working natural gas capacity. 

Our current estimate to complete both caverns, based on 

current ptices for labor, materials and pad gas, is approximarely 

$325 million. We have spent approximately $112 million in 

capital expenditures for this project in 2010. The actual project 

costs depeiisl ttpcui tiie iaciiitvs coiihgunition, iTPuenals, 

dnliiiig eosrs, hniincipg tsisis ,tpd the nniounr and ctisr ot 

pad gas, which includes volumes of non-working natural 

gas used to maintain the operational integrity of the cavern 

facility. The costs for approxitnately 90% of these items have 

Peeii fixed and are not siiiticei ro conrinuesi vaiiabillrv duript; 

construction. We arc not able ro predict whether these costs of 

construction will continue to increase, moderate or decrease 

from current levels, as there could be continued volatility in 

the construction cost estimates. 

Competition Our natural gas srorage facilities compete with 

natutal gas facilities in the Gulf Coast region ofthe United 

States as the majotity ofthe existing and proposed high 

dehverability salt-dome natural gas storage facihties in Norrh 

America are located in the Gulf Coast region. Salt caverns 

have also been leached from bedded salt formations in the 

Northeastern and Midwestern states. Stotage values have 

declined over rhe past year due to low gas prices and low 

volatility and we expect this to continue in 2011. 

AGL Networks In July 2010, we sold AGL Networks, our 
relecommunication business that constructed and operated 

coirduii hbcr iutrasirucrure within seleci metropolitan areas. 
This sale did not have a material effect on our consolidated 

results of operanons, cash flows or hnaitcial condirion. 

Corporate 

Our corporate segment includes our nonoperaring business 

units. AGL Services Company is a service company we 

established to provide certain centralized shared services to 

our operating segments. We allocate substantially all of AGL 

Services Company's operating expenses and interest costs to 

our operating segments in accordance with state regulations. 

A(iL Capital, our wholly-iiwned hnancc subsidiary, 

puivides for oiir ongoii-ig hnancing needs ihrou;;h a 

commercial paper program, the issuance of various debt and 

itvbrid securities, and other financing anangcnicnts. Our 

corporate segment also includes intercompany eliminations 

for transactions between our operating business segments. Our 

EBI f results include the impact of these allocations to the 

various operating segments. 

Employees 

As of February f, 2011, we had 2,621 employees. 

Additional Information 

For additional informarion on our segments, see Item 7, 

"Management's Discussion and Analysis of Financial Condition 

and Results of Operarions" under the caption "Results of 

Operations" and "Note 12, Segment Information," set forth in 

Iteiri 8, "Financial Statements and Supplementary Data." 

Available Information 

Detailed information about us is contained in our annual 

reports on Form 10-K, quarterly reports on Form 10-Q, 

current reports on Form 8-K, proxy statements and other 

I'cporrs. iitid arncudnienrs ro iitosc reports, ihar wc hie with, or 

furnish to, the SEC. These reports are available free of charge 

at our website, www.aglresources.com, as soon as reasonably 

pracritabk: arici svc clecfroiiicaiiy hie such icpoiis wirlt or 

furnish such reports to the SEC. However, our website and any 

contents thereof should not be considered to be incorporated 

by reference into this document. We will furnish copies of such 

reports free of charge upon written request to our Invesror 

Relations deparrment. You can contact our Investor Relations 

department at: 

AGL Resources Inc. 

Investor Relations - Dept. 1071 

RO. Box 4569 

Adanta, GA 30302-4569 

404-584-4000 

In Part III of this Form 10-K, we incorporate certain 

information by reference from our Proxy Statement for our 

2ul 1 aimuai ntceting of shai-cholders. We; expecr ro hie 

that Proxy Statement with the SEC on or about March 14, 

2011, and we will make it available on our website as soon 

as reasonably practicable. Please refer to the Proxy Statement 

when it is available. 

Additionally, our corporate governance guidelines, code 

of ethics, code of business conduct and the chartets of each 

committee of our Board of Directors are available on our website. 

We will furnish copies of such information free of charge upon 

written request to our Investor Relations department. 
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Item 1A. Risk Factors 

Risks Related to Our Business 

Risks related to the regulation of our businesses could affect 

the rates we are able ro charge, our costs and our prohtability. 

Our businesses are subject to regulation by federal, state and 

local regulatory authorities. In particular, at the federal level 

our businesses are regulated by the FERC. At the state level, 

our businesses are regulated by the Georgia, Tennessee, New 

Jersey, Florida, Virginia and Maryland regulatory authorities. 

These authoriries regulate many aspects of our operations, 

including construction and maintenance of facilities, 

operations, safety, rates that we charge customets, rates 

of return, the authorized cost of capital, recovery of costs 

associated with our regulatory infrastructure projects, including 

our pipeline replacement programs, and environmental 

rerncdiiition acrivities, relatiotisfiips svirh our afltliares, and 

carrying costs we charge Marketers selling retail natural gas in 

Georgia for gas held in storage for rheir customer accounts. 

Our ability to obtain rare increases and rate supplemenrs to 

maintain our current rates of rerurn and recover regulatory 

assets and liabilities recorded in accordance with authoritative 

guidance relared to regtdated operations depends on regulatory 

discretion, and rhere can be no assurance that we will be 

able to obtain rate incrca,ses or rate supplements or continue 

receiving our currently authorized rares of return including the 

recovery of our regulatory assets and liabilities. 

The Dodd-Frank Wall Stteet Reform and Consumer 

Protection Act of 2010 introduced a comprehensive new 

regulatory framework for swaps and security-based swaps. 

Although the SEC and other regulators are still in the process 

of adopring rules ro implement the new framework, it is 

possible that Sequent, or other aspecrs of AGL Resources' 

operations, could be subject to the new regulations, depending 

on the ultimate dchnitions oi; key terms in the Dodd-hrank Acr 

such as "swap," "swap dealer" and "major swap participant." 

We could incur sigmhcant conipiiaiice costs if we must 

adjust to new regularions. In addition, as the regulatoty 

environment for our industry increa,ses in complexity, the 

risk of inadvertent noncompliance could also increase. If we 

fail to comply with applicable regulations, whether existing 

or new ones, wc cotild !>c subject to hncs, pcnalries e>r other 

enforcement action by the authotities that regtdate our 

operations, or othetwise be subject to matetial costs and 

liabilities. This may require increased use of working capital 

for Sequent. 

In 1997, Georgia enacted legislation allowing deregulation 

of gas distribution operations. To date, Georgia is the only 

state in the nation that has fully deregulated gas distribution 

operations, which ultimately resulted in Atlanta Gas Light 

exiting the retail natural gas sales business while retaining 

irs gas distribution operations. Marketers, including our 

majority-owned subsidiary, SouthStar, then assumed the letail 

gas sales responsibility at deregulated prices. The deregulation 

process required Atlanta Gas Light to completely reorganize irs 

operations and pcrstinritl ar significant expense, u is possible 

that the legislature could reverse or amend portions ot the 

deregulation process. 

Our business is subject to environmental regulation in all 

jurisdictions in which we operate, and our costs to comply are 

significant. ,Any changes in existing environmenral regulation 

could affect our rcsidts of operations and hnancial coiitlition. 

Our operarions and properties are subject to extensive 

environmental regulation pursuant to a variety of federal, 

srate and municipal laws and regulations. Such environmental 

legislation imposes, among other things, restrictions, liabdities 

and obligations in connection with storage, transportation, 

treatment and disposal of hazardous substances and waste and 

in connection with spUls, releases and emissions of various 

substances into the environment. Environmental legislation 

also requires that our facilities, sites and other properties 

associated with our operations be operated, maintained, 

abandoned and reclaimed to the satisfaction of applicable 

regulatory authorities. Our current costs to comply with these 

lass's anti reguUtions ate signihctini to our rosulrs ot operaris>ns 

And finitircia! eoudirion. isiihire to coniply.wirh ihese lass's 

and regulations and failure to obtain any required permits and 

licenses m;iy' expose tis to hnes, penaliies or interrtiprioiis in out 

operarions that could be material to our resulrs of operations. 

In addition, claims against us under environmental laws 

and regulations could result in material costs and liabilities. 

Existing environmental regulations could also be revised or 

reinterpreted, new laws and regulations could be adopted or 

become applicable to us ot our facilities, and future changes 

in environmental laws and regulations could occur. With 

the ttend toward strictet standards, greater regulation, more 

extensive permit requirements and an increase in the number 

and types of assets operated by us subject to environmental 

regulation, out environmental expenditures could increase in 

the future, particularly if those costs are not fully recoverable 

from our customers. Additionally, the discovery of presently 

unknown envitonmental conditions could give rise ro 

expenditures M\d liabilities, inciuding hnes or pepalries, which 

could have a material adverse effect on our business, results of 

operiuiops or financial condition. 

Our infrastructure improvement and customer growth may 

be restricted by the capital-intensive nature of our business. 

We must construct additions to our natural gas disrribution 

system to continue the expansion of our customer base and 

improve sysrem rehability, especially during peak usage. We 

may also need to construcr expansions of our existing natural 

gas storage facilities or develop and construct new natural 

gas storage faciliries. The cost of this construction may be 
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affected by the cost of obtaining government and othet 

approvals, development project delays, adequacy of supply of 

diversilied vendors, or unexpected changes in projcci cosis. 

Weather, general economic conditions and the cost of funds to 

tptance our capital ppijccts can marerially alter riie ciist, anel 

projected construction schedule and completion timeline of a 

project. (,^ur cash Hows may not be fully adequate to hnaace 

the cost of this construction. As a result, we may be required 

to fund a portion of our cash needs through borrowings or 

the issuance of common stock, or both. For our distribution 

operations segment, this may limit our ability to expand our 

infrastructute to connect new customers due to limits on the 

amount we can economically invest, which shifts costs to 

potential customers and may make it uneconomical for them 

to connect to our distribution systems. For our natural gas 

storage business, this may signihcantly reduce our earnings and 

return on investment from what would be expected for this 

business, or may impair our ability to complete the expansions 

or development projects. 

We may be exposed lo certain regulatory and hnancial risks 

related to climate change. 

Climate change is receiving ever increasing attention from 

scienrists and legislators alike. The debate is ongoing as to the 

extent to which our climate is changing, the potential causes 

of this change and its potential impacts. Some attribute global 

warming to increased levels of greenhouse gases, including 

carbon dioxitle, which h.is led lo sigpihcam legislaiiye and 

regulatory efforts to liinit greenhouse gas emissions. 

Presenrly there are no federally mandated greenhouse 

gas reduction requirements in the United States. However, 

there are a number of legislarive and regulatory proposals ro 

address greenhouse gas emissions, which are in various phases 

of discussion or implementarion. The outcome of federal and 

srate actions to address global climate change could resuir 

in a variety of tegulatoty programs including potential new 

regulaiions. additional clurgsis to fund encrtzv erhcicpcy 

activities, or other regulatory actions. These actions could: 

• result in increased costs associated with our operations 

• increase other cosrs to our business 

• affect the demand for natural gas, and 

• impact the prices we charge our customers. 

Because natural gas is a fossil fuel with low carbon content, 

it is possible that future carbon constraints could create 

additional demand fot natural gas, both for production of 

electriciry and direct use in homes and businesses. 

Any adoption by federal or state governments mandating 

a substantial reduction in greenhouse gas emissions could have 

lar-ieatdiing and signihcant impacts on the epcrgy industry V-V 

cannot predicr the potenrial impact of such laws or regulations 

on our future coiisoiidaied fitiancial contlition, results of 

opciatiuns or cash iiovvs. 

Transporting and storing natural gas involves numerous risks 

that may restdt in accidents and other operating risks and costs. 

Our gas distribution and storage activities involve a variety of 

inherenr hazards and operating risks, such as leaks, accidenrs, 

including third part)' damages, and mechanical problems, 

svhich coukl cause substanriai fiitancial losses, in addition, 

these risks could result in serious injury to employees and 

nop-employees, loss of hutrian lite, significant damage ro 

property, envitonmental pollution and impairment of our 

operarions, which in rurn could lead to substantial losses to us. 

In accotdance with customary industry practice, we maintain 

insurance against some, but not all, of these risks and losses. 

The location of pipelines and storage facilities near populated 

areas, including residential areas, commercial business centers 

and industrial sires, could increase the level of damages 

resulring from rhese risks. The occurrence of any of these 

events not fully covered by insurance could adversely affect out 

hiMPcial position and resiihs of operations. 

We face increasing competition, and if we are unable to 

compete effectively, our revenues, operating results and 

fiiiaticiai condition will he adverscU' affected which may 

limit our ability to grow our business. 

The natural gas business is highly competitive, increasingly 

coinplex, and we are facing increasing competition ftom other 

companies that supply energy, including elecrric companies, 

oil and propane providers and, in some cases, energy 

marketing and ttading cotripanies. In particular, the success 

of our investment in SouthStar is affected by the competition 

SouthStar faces from other energy markcrers providing retail 

natural gas services in the Southeast. Natural gas comperes 

with other forms of energy. The primary comperitive factor is 

price. Changes in rhe price or availability of natural gas relative 

to other forms of energy and the abiliry of end-users to convert 

to altetnative fuels affect the demand for natural gas. In the 

case of commercial, industtial and agricultural customers, 

adverse economic condirions, including higher gas cosrs, could 

also cause these customers to bypass or disconnect from our 

systems in favor of special competitive contracts with lower 

per-unit costs. 

Our wholesale services segment competes with national 

and regional full-service energy providers, energy merchants 

and producers and pipelines for sales based on our ability 

to aggregate comperitively priced commodities with 

transporration and storage capaciry. Some of our competitors 

are larger and berter capitalized than we are and have more 

national and global exposure than we do. The consolidation 

of this industry and the pricing to gain market share may 

affect our operating margin. We expect this trend to continue 

in the neat term, and the increasing competition for asset 

management deals could resuir in downward pressure on 

the volume of transactions and the related operating margin 

available in rhis portion of Sequent's business. 
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The continuation of recent economic conditions could 

adversely affect our customers and negatively impact our 

fiiiancial results. 

The slowdown in the United States economy, along with 

increased nipngrige elefaiilts, and signihcant deci'cases in 

new home consrruction, home values and investment assets, 

lias adversely impacrcd the hnancial well-beiiig of many 

households in the United States. We cannot predict if the 

administrative and legislative actions to address this situation 

will be successful in reducing the severity or durarion of this 

recession. As a result, our customets may use less gas in future 

Ideating Seasons and it n-say become more difhcult ftit them ro 

pay their natural gas bills. This may slow collections and lead 

to higher than normal levels of accounts receivables, bad debt 

and financing requirements. 

A .significant portion of our accounts receivable is subject to 

collection risks, due in part to a concentration of credit risk 

in Georgia and at Sequeirt. 

We have accounts receivable collecrion risk in Georgia due 

to a concentration of credit risk related to the provision of 

natural gas services to Marketers. At December 31, 2010, 

in Georgia, four of which (based on cusromer count and 

including SouthStar) accounted for approximately 3 1 % of our 

consolidated operating margin for 2010. As a result, Atlanta 

Gas Light depends on a concentrated number of customers for 

revenues. The provisions of Atlanta Gas Light's tariff allow it to 

obtain security support in an amount equal to no less than two 

times a Marketer's highesr month's estimated bill in the form 

of cash deposirs, letters ot credit, surery bonds or guaranties. 

The failure of these Markerers ro pay Arlanra Gas Lighr could 

adversely affect Atlanta Gas Light's business and results of 

operations and expose it ro dithcuities in collecting Atianta 

Gas Light's accounts receivable. AGL Resources provides 

a guarantee to Atlanta Gas Light as securiry support for 

SouthStar. Additionally, SouthStar markets directly to end-use 

customers and has periodically experienced credit losses as a 

result of severe cold weather or high prices for natural gas that 

increase customers' bills and, consequently, impair customers' 

abihry to pay. 

Sequent often extends credit to its counterparties. Despite 

performing credit analyses prior to extending credit and 

seeking to effectuate netting agreements. Sequent is exposed 

to the risk that it may not be able to collect amounts owed to 

it. If the counterparty to such a transaction fails to perform 

and any collateral Sequent has secured is inadequare, Sequenr 

couid experience materiid hnancial losses. |-'Uvther- Seqiient has 

a conccniraricui of creetir risk, which couid subject a sitjoincuit 

porrion of its credit exposute to collection tisks. Approximately 

56% of Sequent's credit exposure, excluding $61 million of 

customer deposits, is concentrated in its top 20 counterparties. 

Most of this concentration is with counterparties that are 

either load-serving utilities or end-use customers that have 

supplied some level of credir support. Default by any of these 

counterparries in their obligations to pay amounts due Sequent 

could result in credit losses that would negatively impact our 

v/holesale services segment. 

The asset management arrangements between Sequent and 

our local distribution companies, and between Sequent and 

its nonaffiliated customers, may not be renewed or may

be renewed at lower levels, which could have a significant 

impact on Sequent's business. 

Sequent currently manages the storage and transportation 

assets of our affiliates Arlanra sjas Light, (iliatranooga (:ia>, 

Elizabethtown Gas, Elkton Gas, Florida Ciry Gas, and Virginia 

Natiiral Gas and shares prohts it earns trotn the managctncnt 

of those assets with those customers and their respective 

customers, except at Elkton Gas where Sequent is assessed 

annu.il nxed-fees payable in monrhly itistalhncnrs. Itntry into 

and renewal of these agreements are subject to regularory 

approval. The asset management agreement for Elizabethtown 

Gas expires in March 2011 and we are currently working with 

the New Jersey BPU to extend this agreemenr for an addirional 

three years. The agreements for Atlanta Gas Light and 

Virginia Natural Gas are subject to renewal in March 2012. 

Additionally, the agreement with Florida City Gas expires in 

March 2013 and rhe agreemenr with Chattanooga Gas expires 

in March 2014. 

Sequent also has asset management agreements with 

cerpiin noriatfilisies.l customers. Ses|ueiirs results csipld be 

signiiicaiuiy impacted i! ihcse agreemeius are ntu rcncweei t)r 

are amended or renewed wirh less favorable rerms. 

We are exposed to market risk and may incur losses in 

wholesale services and retail energy operations. 

The commodiry, srorage and transporrarion portfolios 

at Sequent and the commodity and storage portfolios at 

SouthStar consist of contracts to buy and sell natural gas 

commodities, including conrracts that are settled by the 

delivery ofthe commodity or cash. If the values of these 

contracrs change in a direction or manner that we do not 

anrieipatc, we could ex[>erienec hnancial losses iron; our 

trading activities. Bascel op a 9̂ -Mi crmhdcnce iiirerval and 

employing a 1-day holding period for all posirions, Sequent's 

and SouthStar's portfolio of positions as of December 31 , 2010 

had a 1-day holding period VaR of $1.6 million and less rhan 

$0.1 million, respectively. 

Our accounting results may not be indicative of the risks we are 

taking or tbe economic results we expect for -wholesale services. 

Although Sequent enters into various contracts to hedge 

the value of our energy assets and operations, the timing of 

the I'ecognirron of pi'ohts or losses on rhe hedges eloes not 

alvvays correspond to the prohts or losses on the itet-p being 

hedged. The difference in accounting can result in volatihty in 

Sequent's reported results, even though the expected operating 

margin is essentially unchanged from the date the transactions 

were initiated. 
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Changes in weather conditions may affect our earnings. 

Weather conditions and other natural phenomena can have a 

large impact on our earnings. Severe weather conditions can 

impact our suppliers and rhe pipelines that deliver gas to our 

distribution system. Extended mild weather, during either the 

svinter or suirimci' period, can liave a signihcant impact on 

demand for and cost of natural gas. 

We have a W N A mechanism for Ehzabethtown Gas and 

Chattanooga Gas that parrially offsets the impact of unusually 

cold or warm weather on residential and commercial customer 

billings and our operating margin. Ar Elizabethtown Gas we 

could be required to return a porrion of any W N A surcharge 

to its customers if Elizabethtown Gas' return on equity exceeds 

its authorized return on equity of 10.3%. 

Additionally, Virginia Natural Gas has a W N A 

mechanism for its residenrial cusromers rhat partially offsets 

the impacts of unusually cold or warm wearhen In September 

2007, the Virginia Commission approved Virginia Natural 

Gas' application for an Experimenral Wearher Normalization 

Adjustment Rider (rhe Rider) for its commercial customers. 

The Rider applied ro the 2007 and 2008 Heating Seasons. In 

September 2009 the Rider was extended to September 2011. 

These WNA regulatory mechanisms are most effective 

in a rea,sonable temperature range relarive ro nortnal weather 

using historical averages. The prorecrion afforded by the WNA 

depends on conrinued regulatory apptoval. The loss of this 

continued regulatory approval could make us more susceprible 

io syeaihei'-rclaicsf earnings ifueituanous. 

Changes in weather conditions may also impact 

SouthStar's earnings. As a result, SourhStar uses a vatiety of 

weather derivative instruments to stabilize the impact on its 

operating margin in the event of warmer or colder than notmal 

weather in the winter months. However, rhese insrruments 

do not fully ptotect SouthStar's earnings from the effects of 

unusually warm or cold weather. 

A decrease in the availability of adequate pipeline transportation 

capacity could reduce our revenues and profits. 

Our gas supply depends on the availability of adequate 

pipeline transportation and storage capacity. We purchase a 

substantial portion of our gas supply from interstate sources. 

Interstate pipeline companies transport the gas ro our sysrem. 

A decrease in interstate pipeline capacity available to us or an 

increase in comperition for inrerstate pipeline transporrarion 

and storage service could reduce our normal interstate supply 

of gas. 

Our prof-itabiliry iriay decHn.e If the counterparties lo 

Sequent's asset management transactions fail to perform in 

accordance with Sequent's agreements. 

Sequent focuses on capturing the value from idle or 

underutilized energy assets, typically by executing transactions 

that balance the needs of various markets and time horizons. 

Sequent is exposed to the risk that counterparties to our 

rransactions will not perform their obligations. Should the 

counterparties to these arrangements fail to perform, we may 

be forced to enter into alternative hedging arrangements, 

honor rhe underlying commitment at then-currenr market 

prisiCs or rerurn a signiheanr porriirn nt the coi-isideratiop 

received for gas. In such events, we may incur additional losses 

to the extent of amounts, if any, already paid to or received 

from counterparties. 

We could incur additional material costs for the environmental 

condition of some of our assets, including former manufactured 

gas plants. 

We are generally responsible for all on-site and certain off-

site liabilities associated with the envitonmental condition 

of the natural gas assets that we have operated,' acquired 

or developed, regardless of when the liabilities arose and 

whether they are or were known or unknown. In addirion, 

in connection with certain acquisirions and sales of assets, we 

may obtain, or be required to pi'oviele, indemniliealiun agaipst 

certain environmental liabilities. Before natural gas was widely 

available, we manufactuted gas ftom coal and other fuels. 

Those manufacturing operations were known as MGPs, which 

we ceased operating, in the 1950s. 

We have confirmed icn sites in (.ictu'gia and three in 

Florida where we own all or part of an MGP site. One 

aeldiritmal fornter MGP site has hccn leceutiy identihed 

adjacent to an existing MGP remediation site. Precise 

engineering soil and groundwater clean up estimates are not 

available and considerable variability exists with this potential 

new site. We are required to investigate possible environmenral 

contamination at those MGP sites and, if necessary, clean up 

any conramination. As of December 31, 2010, the soil and 

sediment remediation ptogram was substantially complete for 

all Georgia sites, except for a few remaining areas of recently 

discovered impact, although groundwater cleanup continties. 

As of December 31 , 2010, projected costs associated with the 

MGP sites associated with Atlanta Gas Light range from $57 

million to $105 million. For elements ofthe M G P program 

where we srill cannot provide engineering cost estimates, 

considerable variability remains in future cost estimates. 

In addition, we are associated with former sires in New 

Jersey and North Carolina. Material cleanups of these sites 

have not been completed nor are precise estimates available 

for futute cleanup costs and therefore considerable variability 

remains in furure cost estimates. For the New Jetsey sites, 

cleanup cost estimates range from $75 million to $138 million. 

Costs have been estimated for one site in Norrh Carolina and 

range from $11 million ro $16 milhon. 
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Inflation and increased gas costs could adversely impact our 

ability to control operating expenses, increase our level of 

indebtedness and adversely impact our customer base. 

Inllation has caused increases in cerrain operating expenses thar 

have required us ro replace assets at higher costs. We attempt 

to control costs in part through implementation of best 

pracrices and business process improvements, many of which 

are facilitated through investments in information systems 

and technology. We have a process in place ro continually 

review the adequacy of our utility gas tates in relation to the 

increasing cost of providing service and the inherent regulatory 

lag in adjusring those gas rates. Historically, we have been 

able to control operaring expenses and invesrments within the 

amounts authorized to be collected in rates, and we intend to 

continue to do so. Howevet, any inability by us to control our 

expenses in a reasuiiidile manner would adversely ipftucuce our 

firture results. 

Rapid increases in the price of purchased gas cause us to 

experience a signihcant ipcrcisc in sfiorr-term debt because 

we must pay suppliers for gas when it is purchased, which 

can be signihcantly in iKivance of when these ctisrs mae be 

recovered through the collecrion of monthly customer bills for 

gas delivered. Increases in purchased gas costs also slow our 

utility collection efforrs as cusromers are more likely to delay 

the payment of their gas bills, leading to higher-than-normal 

accounts receivable. This situation tesults in higher short-term 

debt levels and increased bad debt expense. Should the price 

of purchased gas inere.tse sigiiihciruly during the upcoming 

Heating Season, we would expect increases in our short-terin 

debt, accounts receivable and bad debt expense during 2011. 

Finally, higher costs of natural gas in recent years have 

already caused many of our uriliry customers to conserve 

in the use of our gas services and could lead to even more 

customers utilizing such conservation methods or switching 

to other competing products. The higher costs Irave also 

allowed competition from products utilizing alternative energy 

sources for applications that have traditionally used natural gas, 

encouraging some cusromers to move away from natural gas 

hrcu eeiuipniein te. eqiupiueat luelcd by other energy sources. 

However, narural gas prices are expected to remain lower than 

they have been for the last few years as a result of a robusr 

natural gas supply, the weak economy and ample storage. 

The cost of providing pension and postretirement health 

care beiietits to eligible enipioyees and qualified retirees is 

subject to changes in pension fund values and changing 

demographics and may have a material adverse effect on our 
1 I CI 1 t,. ^ul s 

to changes in the market value of our petrsion fund assers, 

changing demographics, including longer life expectancy of 

lienchaaries apd cfctnges in healtfi care cost trends. 

Any sustained declines in equity markers and reductions 

in bond yields may have a material adverse effect on the 

value of our pension funds. In these circumstances, we may 

be required to recognize an increased pension expense or a 

charge to our other comprehensive income to the extent that 

the pension fund values are less than the total anticipated 

liability under rhe plans. Market declines in the second half 

of 2008 I'esrilred in signihcant losses in the value or our 

pension fund assets. Although the marker made a recovery in 

2009 and 2010 our pension fund assets are nor at the levels 

they were prior to the market decline in 2008. As a result, 

based on the current funding status of the plans, we would 

be required to make a minimum contribution to the plans of 

approximarely $30 million in 2011. We are planning to make 

additional contributions in 2011 up to $31 million, for a total 

of up to $61 million, in order ro preserve the currenr level of 

beuehvs tindci- the pi,ins imd in aexordapcc with fhe funding 

requirements of The Pension Protection Act of 2006 (Pension 

Protection Acr). As of December 31 , 2010 our pension plans 

assets represented 65% of our total pension plan obligations. 

For more information regarding some ot these obligations, 

see Item 7, "Management's Discussion and Analysis of 

Financial Condition and Results of Operations" under rhe 

caprion "Contractual Obligations and Commitments" and 

the subheading "Pension and Posttetirement Obligations" 

antI Note 5 'limpioyee Iknenr Plans,' ser h)rth in item 8, 

"Financial Statements and Supplementary Data." 

Natural disasters, terrorist activities and the potentiai for 

military and other actions could adversely affect our businesses. 

Natural disasters may damage our assets. The threar of 

terrorism and rhe impact of retaliatory military and other 

action by the United States and its allies may lead to increased 

political, ec()ri(.)mic and financial markxt insralsiliry and 

volatdiry in the price of natural gas that could affect our 

operations. In addition, future acts of terrorism could be 

directed against companies operating in the United States, 

and companies in the energy industry may face a heightened 

risk of exposure ro acts of terrorism. These developments have 

subjected our operarions ro increased risks. The insurance 

industry has also been disrupred by these events. As a resuir, 

the availability of insurance covering risks against which 

we and our competitors rypically insure may be limited. In 

addition, the insurance we are able to obtain may have highet 

deductibles, higher premiums and more resrrictive policy terms. 
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Risks Related to Our Corporate and 
Financial Structure 

We depend on our ability to successfully access the capital 

and financial markers. Any inability to acces,s the capital-

or financial tttarkcts may litniv our ability to execute our 

business plan or pursue improvements that we may rely on 

for future growth. 

We rely on access to both shorr-term money markets (in 

the form of commercial paper and lines of credit) and long-

term capital markets as a soutce of liquidity for capital and 

operating ret[uireine!)ts nor sarishcd by rhe casii llosv from our 

operaricins. if wc are not able to access financial npirkcts at 

competitive rates, our ability to implement our business plan 

and strategy will be negatively affected, and we rnay be forced 

to postpone, modify or cancel capital projects. Certain market 

disruptions may increase our cost of borrowing or affect our 

abiiiry to access one or riKire hniincial inai'kets. Such inariser 

disruptions could result from: 

• adverse economic conditions 

• adverse general capital market conditions 

• poor performance and health ofthe utility industry in general 

• banieruprcv or hnapciai distress of unrelared energy 

companies or Marketers 

• signihcapt decrease in the demand tor natural g.is 

• adverse regulatory actions that affect our local gas 

distribution companies and our natural gas storage business 

• terrorist attacks on our facilities or our suppliers, or 
' exrreme weather conditions. 

I'he global credit niai-kets have expcnsaiced significant 

disruption and volatility in recent years. While the commercial 

paper market has stabilized it has not returned to its pre-

recession state. As of December 31 , 2010, we had $732 

million in commercial paper outstanding and no outstanding 

borrowings under our Credit Facility, Bridge Faciliry or Term 

Loan Facility. Subsequent to December 31 , 2010, we drew 

a portion ofthe Term Loan Facility to help repay our senior 

notes that matured in January 2011. 

During 2010, our borrowings under our Credit Facility 

along with our commercial paper were primarily used to 

purchase natural gas inventories for the current Heating 

Season. The amount of our working capital requirements 

in the near-term will primarily depend on rhe marker price 

of narural gas and weather. Higher natural gas prices may 

adversely impact our accounts receivable collections and may 

require us to increase borrowings under our credit facility to 

fund out operations. 

While we believe we can meet out capital tequirements 

from our opei'arions ansi our available soirrccs of hnancing, 

we can provide no assurance that we will continue to be able 

to do so in the future, especially if the market price of natural 

g.ts increases sigr-hficinrly in the ttear-term. "\ he future etiecis 

disruptions could be material and adverse to us, both in the ways 

described above, or in ways that we do not currently anticipate. 

If sve breach any' of rhe hnancial covenants under our 

various credit facilities, our debt service obligations could 

be accelerated. 

Our existing Credit Facility, Bridge Faciliry, Term Loan 

Facility and the SoiirhSrar iinc oi credit coitiam hnancial 

covenants. It we breach anv ot the hnancial erwenants under 

these agreements, our debt repaymenr obligations under them 

could be accelerared. In such event, we may not be able to 

refinance err repay ah our ii-idebtcdncss, which wouid result in 

a material adverse effect on our business, results of operations 

anti hitancial conduion, 

A downgrade in our credit rating could negatively affect our 

ability to access capital. 

Our senior unsecured debt is currenrly assigned investment 

grade credit ratings. If the rating agencies downgrade 

our ratings, particularly below investment grade, it may 

sigiiihcanrly liixiir our access ro the coininercial paper marker 

and our borrowing costs would increase. In addition, we 

would likely be required to pay a higher inreresr rate in future 

iiiiancinsis aiul our potcntpti pool of invcsiorj and funding 

sources would likely decrease. 

Addirionally, if our credit rating by either S&P or 

Moody's falls to non-investment grade srarus, we will be 

required to provide additional support for certain customers 

of our wholesale business. In December 2010, after we 

announced the proposed merger with Nicor, S&P lowered 

our oudook from stable to negative watch, but S&P did not 

change our credit rating. As of December 3 i , 2010, if our 

credit raring had fallen below invesrmenr grade, we would 

have been required to provide collateral of approximately $39 

million to continue conducting our wholesale services business 

wirh certain counterparries. 

We are -vulnerable to interest rate risk with respect to our 

debt, which could lead to changes in interest expense and 

adversely affect our earnings. 

We are subject to interest rate risk in connection with the 

issuance of hxed-rate and variable-rare debt, in oi'dcr to 

maintain our desired mix ot hxed-rate and tiinable-rare debt, 

we may use interest rate swap agreemenrs and exchange 

hxeet-rate antl variable-rare inreresr payment obligations 

over the life ofthe arrangements, without exchange ofthe 

underlying principal amounts. Fot additional information, 

see Item 7A, "Quantitative and Qualitative Disclosures About 

Market Risk." We cannot ensure that we will be successful 

in structuring such swap agreements to manage our risks 

effectively. If we are unable to do so, our earnings may be 

reduced. In addition, higher interest rates, all other things 

equal, reduce the earnings that we derive from transacdons 

where we capture the difference between authorized returns 

and short-term borrowdngs. 
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We are a holding company and are dependent on cash flow 

from our subsidiaries, which may not be available in the 

amounts and at the times we need. 

A portion of out outstanding debt was issued by our 

wholly-owned subsidiary, AGL Capital, which we fully and 

unconditionally guarantee. Since we are a holding company 

and have no operations separate from our investment in 

our subsidiaries, we are dependenr on cash in the form of 

dividends or other disttibutions from our subsidiaries to 

meet our cash requirements. The ability of our subsidiaries 

to pay dividends and make other distributions is subject 

to applicable state law. Refer to Item 5, "Market for the 

Registrant's Common Equity, Related Stockholder Matters and 

Issuer Purchases of Equity Securiries" for addirional dividend 

restriction information. 

The use of derivative contracts in the normal course of our 

business could resuir in financial losses thar negatively impact 

our results of operations. 

We ttse derivatives, including futures, forwards and swaps, 

to manage our cointiiotlltv and hnancial marker nsies. W-

cotiid recognize tinaitciai iosses on rhese ertutraets as a i'esult oi 

volatility in the marker values of the underlying comtnodities 

or if a counterparry fails ro perform under a contract. In 

the absence of actively quoted market prices and pricing 

information from exrernal sources, the valuation of these 

derivative hnancial instriirnents can ini-oive npinagcniepi s 

judgment or use of estimates. As a result, changes in the 

underlying assumptions ot use of alternative valuation methods 

could adversely affect the value ofthe reported fair value of 

these contracrs. 

As a result of cross-default provisions in our borrowing 

arrangements, we may be unable to satisfy all our 

outstanding obligations in the event of a default on our part. 

Our Credir Facility, Bridge Facility and Term Loan Faciliry 

contain cross-default provisions. Should an event of default 

occur under some of our debr agreements, we face the prospect 

of being in default under other of our debt agreements, 

obligated in such instance to satisfy a large porrion of our 

outstanding indebtedness and unable to satisft' all our 

outstanding obligations simultaneously. 

Risks Related to Our Proposed Merger with^ NJcor 

The merger may not be completed, which could adversely 

affect our business operations and stock price. 

To complete the merger, our shareholders must approve the 

issuance of shares of our common stock as contemplated by 

the Merger Agreement and the amendment to our Amended 

and Restated Articles of Incorporation to increase the number 

of directors that may serve on our Board of Directors, and 

Nicor shareholders must approve the Merger Agreemenr. In 

.iddition, we ai-id Nicor niusf ;iisi> make certain hlings with, 

and obtain certain other approvals and consents from, various 

United States federal and srare governmental and regulatory 

authorities. 

We have not yet obtained all regulatory clearances, 

consents and approvals required to complete the merger. 

Governmental or regulatory agencies could still seek to block 

or challenge the merger or could impose resrricrions they deem 

necessary or desirable in the public interest as a condition to 

approving the merger. If these apptovals are not teceived, or 

they are not received on terms that satisfy the conditions set 

forth in the Merger Agreement, then we will not be obligated 

to complete the merger. 

In addirion, rhe Merger Agreement contains other 

cusiontary closirig eontiitiops which may nor be s,tiished or 

waived. If we are unable ro complere the merger, we would be 

subjecr to a number of risks, including the following: 

• we weuiid ncu i'calize ihe anticipated benclus of the 

merger, including, among orher rhings, increased operating 

efficiencies 

• the attention of our managemenr may have been diverted to 

the merger rarher than to our operations and the pursuit of 

odter opportunities rhar could have been liencftciai to us 

• the potential loss of key personnel during the pendency of 

the merger as employees may experience uncertainty abotit 

their future roles with the combined company 

• we will have been subject to certain restrictions on the 

conduct of our business, which may prevent us from making 

certain acquisirions or dispositions or pursuing certain 

business opportunities while the merger is pending 

• the trading price of our common stock may decline to 

the cstent that the ctinenr miukct price rcHecrs a iTiarlser 

assumption that the merger will be completed. 

We are required to pay Nieot a termination fee and the 

reimbursement of merger-relared out-of-pocket expenses if we 

tcrirdnatc the tncn;cr under certain circumstances spccitied in 

the Merger Agreement. 

The occurrence of any of these events individually or in 

combination coidd have a material adverse effect on our results 

of operations or the trading price of our common stock. 
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The market price of our common stock after the merger may 

be affected by factors different from those affecting the shares 

of AGL Resources or Nicor currently. 

Our businesses differ from those ot Nicor in important respects 

and, accordingly, the results of operations ofthe combined 

company and the market price of our shares of common stock 

following the merger may be affected by factors different from 

those currently affecting the results of our operations. 

The merger is subject to receipt of consent or approval 

from governmental entities that could delay or prevent the 

completion of the merger or impose conditions that coidd 

have a material adverse effect on the combined company or 

that could cause abandonment of the merger. 

To complete the merger, we and Nicor need to obtain 

approvals ot consents fi'oiri, or rriakc hlings with, a number 

of United States federal and state public utility, antitrust and 

othet regulatory authorities. 

While we believe that we will receive the required 

statutory approvals and other clearances for the merger, there 

can be no assurance as to the receipt or timing of receipt of 

these approvals and clearances. If such approvals and clearances 

are received, they may impose terms (i) that do not satisfy the 

conditions set forrh in rhe Merger Agreemenr, which could 

permit us or Nicor to terminate the Merger Agreement or 

(ii) rhar could reasonably be expected to have a detrimental 

impact on the combined company following completion 

ofthe merger. A substantial delay in obtaining the required 

aurhorizations, approvals or consents or the imposition of 

unfavorable rerms, conditions or restrictions contained in 

such authorizations, approvals or consents could prevenr the 

completion ofthe merger or have an adverse effect on the 

anriciparcd benefits of the raertjer thereby iuipacfing rhe 

business, hnancial conduion or results of operavii-ips ot the 

combined company. 

Even after the statutory antitrust law waiting period 

has expired, governmental authorities could seek to block or 

challenge the merger as they deem necessary or desirable in the 

public interest. 

We are subject to contractual restrictions in the Merger 

Agreement that may hinder operations pending the merger. 

The Vletger Agreement resrricts each company, without the 

other's consent, ftom making certain acquisitions and taking 

oihcr specihed actions until the merger occurs or the Mers^cr 

Agreement terminates. These restrictions may prevent us 

from pursuing otherwise artractive business opportunities and 

making other changes to our business prior to completion of 

the merger or terminarion ofthe Merger Agreement. 

We will be subject to various uncertainties while the merger 

is pending that may cause disruption and may make it more 

difficult to maintain relation.ships wirh employees, ,supplier5, 

or customers. 

Uncertaint)' about the effect ofthe merger on employees, 

suppliers and customers may have an adverse effect on us. 

Although we intend to take steps designed to reduce any 

adverse effects, these uncertainties may impair our abilities to 

attract, retain and motivate key personnel until the merger is 

cornpleted and for a period of time thereafter, and could cause 

customers, suppliers and others that deal with us to seek to 

change or terminare existing business relationships with us ot 

not enter into new relationships or transactions. 

Employee tetention and recruirment may be particularly 

challenging prior to the complerion ofthe merger, as 

employees and prospective employees may experience 

uncertainty about their future roles wirh the combined 

company. If despite our retention and recruiting efforts, key 

employees depart or fail ro continue employment with us 

iiiecause ot iisties relatinti to the uncertainty and ddlicuhy 

of integration or a desire not to remain with the combined 

ciinipauv, our tinaiiciai restiirs could fie advci'soly atrcsitcd. 

Purr!teriin>re, the combined siornpans's opcrariona! anel fii'ianeial 

performance following the merger could be adversely affected 

it it is unable to retain key employees and skilled workers. The 

loss of the services of key employees and skilled workers and 

their experience and knowledge regarding our business could 

adversely affect the combined company's future operating results 

and the successful ongoing operarion of irs businesses. 

Pending shareholder suits could delay or prevent the closing 

of the merger or otherwise adversely impact our business 

and operations. 

Several class action lawsuits have been brought by purported 

Nicor shareholders challenging Nicor's proposed merger 

with us. The complaints allege that we aided and abetted 

aileged breaches ol fiduciiU'v duty by Nicoi''s Bciard of 

Directors. The shareholder acrions seek, among other things, 

declaratory and injunctive relief, including orders enjoining 

the defendants from completing the proposed merger and, 

in certain circumstances, damages. No assurances can be 

given as to the outcome of these lawsuits, including the 

costs associated with defending these lawsuits or any other 

liabilities or costs the parties may incur in connection with 

the litigation or serdement of these lawsuits. Furthermore, one 

ofthe conditions to closing the merger is that there are no 

injunctions issued by any court preventing the completion of 

the transactions. No assurance can be given that these lawsuits 

will not result in such an injunction being issued which could 

prevent or delay the closing ofthe Merger Agreemenr. 
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The merger may not be accretive to our earnings and 

may cause dilution to our earnings per share, which may 

negatively affect the market price of our common shares. 

We currently anticipate that the merger will be neutral to 

our earnings per shaic in rhe hrsi full year following the 

completion of the merger and accretive thereafter. This 

expectation is based on preliminary estimates which may 

materially change. We may encounter additional transaction 

and integration-related costs, may fail to realize all ofthe 

benetits luiticipated in tiic rneiger or be subject to other factors 

that affect preliminary esrimates. Any of these factors could 

cause a decrease in our earnings per share or decrease or delay 

the expected accretive effect of the merger and conrribure to a 

decrease in the ptice of our common shares. 

If the merger is completed, the anticipated he,treiit,s of 

combining Nicor with us may not be realized. 

We enrered into the Merger Agreement with the expectation 

that the nieigcr wouid resiilr in variotis beiiehrs, includintp 

among other things, ipcicascd operating cfhciencies and 

reduced costs. 

Aiihough we expect to achieve the aoiisipated henehp 

of the merger, achieving them is subject to a number of 

uncertainties, including: 

• whether United States federal and state public utility, 

antitrust and other regularory authorities whose approval is 

required to complete the merger impose conditions on the 

merger, which may have an adverse effect on the combined 

company, including its ability to achieve the anticipated 

benefits oi the niersier 

• the ability of the two companies to combine certain of 

their operations or take advantage of expected growth 

oppottunities 

• general market and economic conditions 

• general competitive factors in the marketplace 

• higher than expected costs required to achieve the 

anticipated benehts of rhe merger 

No assurance can be given that these bcnchts wili be achieved 

or, if achieved, rhe timing of their achievement. Failure to 

achies'c these anticipated benefits could resufv in increased 

costs and decreases in the amount of expected revenues or net 

income ofthe combined company. 

The integration of AGL Resources and Nicor following the 

merger will present significant chailenges that may result in a 

decline in the anticipated potential benetits of the merger. 

The merger involves the combination of two companies 

that previously operated indepepdcirtly. I he difhcultics <>i 

combining the companies' operations include: 

• combining the best practices of nvo companies, including 

utility operations, non-regulated energy marketing 

operations and staff functions 

• the necessity of coordinaring geographically separated 

organizations, systems and facilities 

• integraring personnel with diverse business backgrounds and 

organizational cultures 

• moving our operating headquarrers for our gas distribution 

business to Naperville, Illinois 

• reducing the costs associated with each company's operations 

• preserving important relationships of both AGL Resources 

and Nicor and resolvms; potenrial confhcts rhar iipiy arise. 

The process of combining operations could cause an 

interruprion of or loss of momentum in, the activities of 

one or more of the combined company's businesses and the 

po,ssible loss of key personnel. The diversion of managemenr's 

attention and any delays or dithcuhies ci-sccmuteied in 

connection with the merger and the integration o f the two 

companies' operations could have an adverse effecr on the 

i-jiasiiiess, resufts of ope ra t ions , i ipancial eond i i i on oi' pi 'ospeets 

ofthe combined company after the merger 

''"Ve -will incur significant transactiosi, rncrger-rciared antl 

restructuring costs in connection with the merger. 

We expect to incur costs a.ssociated with combining the 

operations ofthe two companies, as well as transaction 

fees and other costs related to the merger The combined 

company also will incur restructuring and integration cosrs 

in connection with the merger. We are in the early stages 

of assessing the magnitude of these costs and additional 

unanticipated costs may be incurred in rhe integration of the 

businesses. The costs related to restructuring wilt be expensed 

as a cost ot the ongoing results of operations of either AGL 

Resources or Nicor or the combined company. Alrhough we 

expect that the elimination of duplicative costs, as well as the 

realization oi orher etncicncies related ro the integration of the 

businesses, may offset incremental transaction, merger-related 

and restnicturiiig costs over time, aip- nor benefit may not be 

achieved in the near term, or at all. 

Current shareholders will have a reduced ownership and 

voting interest after the merger and will exercise less 

iiifh-Umce over management of the coi-nbined company. 

Upon completion of the merger we expect to issue up to 

approximately 38.6 million shares of common stock to Nicor 

shareholders in connection with the Merger Agreement. 

As a result, our current shareholders are expecred to hold 

approximately 67% ofthe total shares of our common stock 

outstanding immediately following the completion of the 

proposed merger. 
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If the merger occurs, each of our shareholders will remain 

a shareholder of AGL Resources with a percentage ownership 

o! the coirihincd comp:iny that is siiitiilscai-itiy siiijlicr liian tite 

shareholder's percentage ownership of AGL Resources prior to 

the mergen As a resuir of rhese reduced ownership percentages, 

our shiuehoiders will Ipive less influence on rhe ntai-!.tgemeni 

and policies ofthe combined company than they now have 

with respect to us. 

The combined company will record goodwill that could 

become impaired and adversely affect the combined 

company's operating results. 

We will accotint for the merger as a purchase in accordance 

with GAAP. Under the purchase method of accounting, the 

assets and liabilities of Nicor will be recorded, as of rhe date 

of completion ofthe merger, at their respective fair values 

and added ro our assets and habilirics. Our reporred hnancial 

condition and results of operations issued after completion 

of the merger will rellecr Nicor balances and resuirs after 

completion ofthe merger, but will not be restated rerroactively 

lo reflect rhe iiistorical hnanciai position or resulrs of 

operations of Nicor tor periods prior to the merger. Following 

completion ofthe merger, the earnings ofthe combined 

eoiitpaiiy svili reflect puici-iase acoounting iidjtistmcnts. 

Under the purchase method of accounting, the total 

purcha.se price will be allocated to Nicor's tangible a.ssets 

and iiabllities una idcnuriablc inriuuoblc assets based on 

their fair values as of the date of completion of the mergen 

The fair value of Nicor's tangible and intangible assets 

and liabilities subject to the rate setting practices of their 

regulators approximate rheir carrying value. The excess of 

the purchase price over those fair values will be recorded as 

goodwill. We expect that the merger will result in the creation 

of goodwill based upon the application of purchase accounting. 

To the extent the value of goodwill or intangibles becomes 

impaired, the combined company may be required to incur 

material charges relaring to such impairment. Such a potenrial 

impairment charge could have a marerial impact on the 

combined company's operating results. 

Our inability ro obtain the financing necessary to complere 

the transaction could delay or prevent the completion of 

the merger. 

We intend ro hnancc rhe cash porrion of rhe pici'ger 

consideration wiih cieln fipandnp. A(.rL t.iapital (as bonoss-er) 

and AGL Resources (as guarantor), entered into the Bridge 

Faciliry in December 2010, which may be used to partially 

hi'iapcc trie cash poiTion ol the merger and pay relared fees and 

expenses in the event that permanept hnancing is itot .tvaifabic 

at the time ofthe closing ofthe merger. AGL Resources and/ 

or AGL Capital may issue debr securities, preferred stock, 

common equity, or orher securiries, bank loans, or other debt 

Bridge Faciliry. 

Under the terms of the Merger Agreement, if all of the 

coiuhcions to ciosin;; are sarishcd and tfie proceeds of the 

'inancing or alternative fipancing necessai'v ro cornpietc the 

transaction are not available, the Merger Agreement may be 

terminated by either party. However, such party is not in 

material breach of its representations, warranties, or covenanrs 

in the Merger Agreemenr. In such event, we may be required 

to pay Nicor a fin,tncing failure tee of SI 1 5 million. 

Although we have entered into the Bridge Facility, the 

availability of funds under the Bridge Facility is subject to 

certain conditions including, among others, the absence of 

a material adverse effect on AGL Resoutces or Nicor, pro 

forma compliance with a consolidated total debt to total 

capitalization ratio of 70%, the ability of the borrower to 

achieve certain minimum credit ratings and the ability of 

the borrower to achieve a certain liquidity level at closing. 

Although we expecr to obtain in a timely manrser the hnanciitg 

necessary to complete the pending merger, if we are unable 

ro timely otitain the hnancing because one (if rhe condirions 

to the hnancint; fails to be saiishesl, the closing of the nterger 

could be Sipiiihcaiitiv delayed or may not occur at all, and we 

could be obiistated p> pay Nicor rhe hnancial failure ice. 

Our indebtedness following the merger will be higher than 

our existing indebtedness, which could limit our operations 

and opportunities, irsake it more difficuk for ips to pay or 

refinance our tlebts and may cause us ro issue additional 

equity in the future, which would increase the dilution of our 

shareholders or reduce earnings. 

In connection with the merger, we will assume Nicor's 

outstanding debt and incur additional debt to pay the 

merger considerarion and transactions expenses. Our total 

indebtedness as of September 30, 2010 was approximately 

$2.5 billion. Out pro forma total indebtedness as of September 

30, 2010, after giving effect to the merger, would have been 

approximately $4.4 billion (including approximarely $0.4 

billion of currently payable long-term debt, approximately 

$1.0 billion of short-term borrowings and approximately $3.0 

billion of long-term debt and other long-term obligations). 

Our debt service obligations with respect to this increased 

indebtedness could have an adverse impact on our earnings 

and cash flows (which after rhe merger would trichide 

the eartiinys and cash flows of NiciHi'j for as long as the 

indebtedness is outstanding. 
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This increased indebtedness could also have important 

consequences to shareholders. For example, ir could: 

• iTiakc it more ipfiicuh tor us to pay or rehnance our debts 

as they become due during adverse economic and industry 

conditions because any decrease in revenues could cause us 

ro not have stifhcient cash flows from operarions to make 

our scheduled debt payments 

' liipir our flexibiliry to puisuc odier strategic opporruniries oi' 

react to changes in our business and the industry in which 

we opera re and, consequenrly, place us at a competitive 

disadvantage to competitors with less debt 

• i-pquire a substiiptial portion of our cash, flows from 

operations to be used fot debt service payments, thereby 

reducing the availabiliry of out cash How to Idnd working 

capital, capital expenditures, acquisitions, dividend payments 

and other general corporate purposes 

• result in a downgrade in the credit rating of our 

indebtedness, which could limit our ability to borrow 

addirional funds or increa.se the inreresr rates applicable to 

our indebredness (after the announcement ofthe merger. 

Standard & Poor's Ratings Services placed its long-term 

ratings on AGL Resources on negarive watch) 

• reduce the amounr of credit available to us to support 

hedging activities 

• result in higher interest expense in the event of increases 

in interest rates since some of our borrowings are, and will 

continue to be, at variable rates. 

Based upon current levels of operations, we expecr to be able 

ro generate sufhciept cash on a consolidated basis ro make lill 

ofthe principal and interest payments when such payments 

are due under our existing credit agreements, indentures and 

orher instruments governing our outstanding indebtedness, 

and under the indebtedness of Nicor and its subsidiaries that 

may remain outstanding after the merger; but there can be 

epav 01- ctinancc suet no assurance rhat we will be nbk 

borrowings and obligarions. 

We are committed to maintaining and improving our 

credit ratings. In order to maintain and improve these credit 

ratings, we may consider ir appropriate to reduce the amount 

of indebtedness outstanding following the merger. This may 

be accornplished in several ways, including issuing additional 

shares of common stock or securities convertible into shares 

of common stock, reducing discretionary uses of cash or 

a combination of these and other measures. Issuances of 

additional shares of common srock or securities convertible 

into shares of common stock wotdd have the effect of diluting 

the ownership percentage that shareholders will hold in the 

combined company and might reduce the reported earnings 

per share. 1 he spccihc measures that we may iilriiTiately decide 

to use to maintain or improve our credit ratings and their 

riming, will depend upon a number of factors, including 

market conditions and forecasts at the time those decisions 

are made. 

Following the merger, shareholders will own equity interests 

in a company that owns and operates a carrier shipping 

business, which can present unique risks. 

Nicor's ownership and operation of Tropical Shipping, a carrier 

of containerized freight in the Bahamas and the Caribbean 

region, which we anricipate wall make up approximately 

4% ofthe combined company's earnings before interest and 

taxes, ot F'BIT, will subject the combined company to various 

risks ro which we are not currently subject. These include 

the costs associated with compliance with the International 

Ship and Port-facility Securiry Code and the United States 

Matitime Transportation Security Act, both of which require 

extensive security assessments, plans and procedures, regularory 

oversight by the Federal Maritime Commission and the 

Surface Transportation Board, the effect of general economic 

conditions in the United States, the Bahamas, the Caribbean 

region and (ian;tda on the results oi iipetatii'ins, cash flows ,UK 

financial cni-iditions of ii'opicai Shipping, and the cttecr ot 

weather conditions in Florida, Canada, the Bahamas and the 

Caribbeai^ region on the restdrs ol operations, cash ihnvs and 

hitancial conditions of Iropicaf Shipping, As shareholders ot 

the combined company following the merger, AGL Resources 

shareholders may be adversely affected by these risks. 
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Item 1B. Unresolved Staff Comments Item 3. Legal Proceedings 

We do not have any unresolved comments from the SEC staff 

regarding our periodic or current reports under the Securities 

Exchange Act of 1934, as amended. 

Item 2. Properties 

We consider our properties to be well maintained, in good 

operating condition and suitable for their intended purpose. 

The following provides the location and general characrer of the 

materially important properties that are used by our segments. 

Distribution and transmission assets 

At December 31 , 2010, our distribution operations and 

energy investment segments owned approximately 46,000 

miles of underground disttibution and transmission mains. 

Our distribution networks transport natural gas from our 

pipeline suppliers to our customers in our service areas. The 

distribution and transmission mains are located on easements 

or rights-of-way which generally provide for perpetual use. 

Storage assets 

We have approximately 7.5 Bcf of LNG storage capacity in 

hve 1 N(i plants Iticaied in (leorgia. Ncsv jersey and Ittnnessec. 

In addition, we own two propane storage facilities in Virginia 

that have a combined storage capacity of approximately 0.5 

Bcf The LNG plants and propane storage facilities are used 

by disrribution operations to supplement natural gas supply 

during peak usage periods. 

We currently own two high-deliverability natural gas 

storage and hub facilities which are operated by our energy 

investments segment. Our wholly-owned subsidiary, Jefferson 

Island, is located in Louisiana and contains two salt dome gas 

storage caverns with approximately 10 Bcf of total capacity 

and about 8 Bcf of working gas capacity. Our wholly-owned 

subsidiary. Golden Triangle Stotage, is located in Texas and 

is designed for 12 Bcf of working natural gas capacity and 

total cavern catctciry of 18 15cp The hrsr cavern with 6 isci of 

working capacity was completed and began commercial service 

in September 2010. The second cavern with an expected 6 Bcf 

of working capacity is expected to be placed into commercial 

service in mid 2012. Our energy investments segment also 

owns a propane storage facility in Virginia with approximately 

0.3 Bcf of storage capacity. This facility supplements the natural 

gas supply to our Virginia uriliry during peak usage periods. 

The nature of our business ordinarily results in periodic 

regulatory proceedings before various state and federal 

authorities. In addition, we are party, as both plaintiff and 

defendant, to a number of lawsuits relared to our business 

on an ongoing basis. Management believes that the outcome 

of all regularory proceedings aird litigation in which we are 

currently involved will not have a material adverse effect on 

our corist.rhslated financial conduicm or results ot operations. 

We have been named as a defendanr in several class action 

lawsuits broughr by purported Nicor shareholders challenging 

Nicor's proposed merger with us. The complaints allege that 

wc aided and abetted allcecd breaches ot fiduciary duty by 

Nicor's Board of Directors. The shareholder actions seek, 

among other things, declaratory and injunctive relief including 

orders enjoining the defendants from completing the proposed 

merger and, in cerrain circumsrances, damages. We believe the 

claims asserred in each lawsuir ro be without merit and intend 

to vigorously defend againsr them. 

For more information regarding some of these 

ppiceedings, >ce Nole 10 in our cousolidaled finaiiei 

statements under the caption "Litigation." 

Offices 

lease otnce, warenouse :ina otP 
facilities throughout out operating areas. We expect additional 

or substitute space to be available as needed to accommodate 

expansion of our operations. 

AGL Resources Inc. 2010 Annual Report 41 



PART II 

Item 5. Market for the Registrant's Common Equity, 
Related Stockholders Matters and Issuer Purchases 
of Equity Securities 

Holders of Common Stock, Stock Price and 

Dividend Information 

Our common srock is lisred on the New York Stock Exchange 

under the symbol AGL. At February 7, 2011, there were 9,277 

record holders of our common stock. Quarterly information 

concerning our high and low stock prices and cash dividends 

paid in 2010 and 2009 is as follows: 

may receive dividends when declared at the discretion of our 

Board of Directors. See Irem 7, "Management's Discussion and 

Analysis of Financial Condition and Results of Operations -

Liquidity and Capital Resources - Cash Flow from Financing 

Activities - Dividends on Common Stock." Dividends may be 

paid in cash, stock or orher form of payment, and payment of 

future divideiids will depend on our furure earnings, cash fitsw, 

hnancial requirements and other factors, some of xvfilch are 

noted below. In certain cases, our ability to pay dividends to 

our common shareholders is limited by the following: 

• our aisility to satisfy our obiigations under certain hnaticing 

agreements, including debt-to-capitalization covenants 

• our ability to satisfy our obligations to any future preferred 

shareholders 

Under Georgia law, the payment of cash dividends to the 

holders of our common stock is limited to our legally available 

assers and subject to the prior payment of dividends on any 

outstanding shares of preferred stock. Our assets are not legally 

available tor paying cash dividends if after payment of the 

dividend: 

• wc could not pay our debts as they become due in the usual 

course of business, or 

• our rotal assets would be less than our total liabilities plus, 

subject to .sonre exceptions, any amounts necessary to satisfy 

(upon dissolution) the preferential rights of shareholders 

whose preferential rights are superior to those of the 

shareholders receiving the dividends 

We have hisrorically paid dividends to common shareholders 

four times a year: March 1, June 1, September 1 and 

December 1. We have paid 252 consecutive quarterly 

dividends beginning in 1948. Our common shareholders 

Issuer Purchases of Equity Securities 

Ihe ioflowing tabic sets iorth inhirn-sation regarding purchases (if otrr corruiion stock by lis and any afhliated purchasers during the 

three months ended December 3f, 2010. Stock repurchases may be made in the open market or in private transactions at times 

and in amounts that we deem appropriate. However, rhere is no guarantee as to the exact number of addirional shares that may 

be repurchased, and we may terminate or limit the stock repurchase program at any time. We currenrly anticipate holding the 

repurchased shares as treasury shares. 

Quarter ended: 

March 31, 2010 
June 30, 2010 
September 30, 2010 
December 31, 2010 

Sales p 
common 

High 

$38.83 
40.08 
40.00 
39.66 

ice of 
stock 

Low 

$34.26 
34.72 
35.29 
34.21 

Cash dividend 
per common 

share 

$0.44 
0.44 
0.44 
0.44 

$1.76 

Quarter ended: 

March 31, 2009 
June 30, 2009 
September 30, 2009 
December 31, 2009 

S:des p 
common 

High 

$34.93 
32.38 
35.79 
37.52 

ice of 
stock 

Low 

$24.02 
26.00 
30.05 
33.50 

Cash dividend 
per common 

share 

$0.43 
0.43 
0.43 
0.43 

$1.72 

Total n u m b e r of shares M a x i m u m n u m b e r of shares 

Total n u m b e r Average price purchased as part of that may yet be purchased 

of shares paid per part of publicly announced under the publ ic ly announced 

purchased"" ' ' c o m m o n share plans or programs*'' p lans or programs'^ 

October 2010 

November 2010 

December 2010 

5,000 

63,750 

27.41 
35.77 63,750 

4,825,251 
4,825,251 
4,761,501 

Total foufth quarter 68,750 $35.16 63,750 

{1} On March 20, 2001, our Board of Directors approved the purchase of up to 600,000 shares of our common stock in the open market to be used for issuances under the 

D^'ccrn 

347,153 of the 600,000 shares authorized for purchase, leaving 252,84/ shares available for purchase under this program. 

(2) On February 3, 2006, we announced that our Board of Directors had authorized a plan EG repurchase up to a total of 8 million shares of our common stock, excluding the 

2011, HG\ve\'er, we may request that our Board of Directors extend this plan. 
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Item 6. Selected Financial Data 

Sclecicd DnanciAi data al)our A!,il Reso 

taple in coniancfioii wirn the 

Supplementary Data." 

tiisolidared hnancial stuten-iems and 

ialde below \dii should 1 IPC data in ttu-
-itareiTients and 

Dollars a n d shares in millions, except per share amounts 

Income statement data 
Operating revenues 
Cost of gas 

2010 2009 2008 2007 2006 

,,373 
,164 

$2,317 
1,142 

$2,800 
1,654 

$2,494 
1,369 

$2,621 
1,482 

Operating margin '" 
Operating expenses 

Operation and maintenance 
Depreciation and amortization 
Taxes other than income taxes 

1,209 1,175 1,146 1,125 

Common stock data 
Weighted average common shares outstanding basic 
Weighted average common shares outstanding diluted 
Total s]Tai;es^out^t^irding'-' ^ _ 

77.4 
77.8 
78.1 

76.8 
77.1 
77.5 

76.3 
76.6 
76.9 

77.1 
77.4 
76.4 

1,139 

503 
160 
46 

497 
158 
44 

472 
152 
44 

451 
144 
41 

473 
138 
40 

Total operating expenses 
Operating income 
Other (expense) income 
Earnings before interest and taxes (EBIT) '" 
Interest expenses 
Earnings before income taxes 
Income taxes 
Net income 
Less net income attributable to the noncontrolling interest 
Net incoine artributable to AGL Resources Inc. 

709 
500 

(1) 
499 
109 
390 
140 
250 

16 
$234 

699 
476 

9 
485 
101 
384 
135 
249 

27 
$222 

668 
478 

6 
484 
115 
369 
132 
237 

20 
$217 

636 
489 

4 
493 
125 
368 
127 
241 

30 
$211 

651 
488 

(1) 
487 
123 
364 
129 
235 

23 
$212 

77.6 
78.0 
77.7 

Basic earnings per common share attributable 
to AGL Resources Inc. common shareholders 

Dilured earnings per common share - atttibutable 
to AGL Resources Inc. common shareholders 

$3.02 

$3.00 

$2.89 

$2.88 

$2.85 

$2.8 

$2.74 

$2.72 

Price range: 
High 
Low 
Close «' 

$40.08 
$34.21 
$35.85 

$37.52 
$24.02 
$36.47 

$39.13 
$24.02 
$31.35 

$44.67 
$35.24 
$37.64 

$2.73 

$2.72 
Dividends declared per common share 
Dividend payout ratio 
Dividend yield '" 

$1.76 
58% 

4.9% 

$1.72 
60% 

4.7% 

$1.68 
59% 

5.4% 

$1.64 
6 0 % 

4.4% 

$1.48 
54 

3.8 

$40.09 
$34.40 
$38.91 

Market value *'' $2,800 $2,826 $2,411 $2,876 $3,023 
Statements of Financial Position data '̂ ' 
Total assets 
Properry, plant and equipment - net 
Total debt 
Total equity 

$7,518 
4,405 
2,706 
1,836 

$7,074 
4,146 
2,576 
1,819 

$6,710 
3,816 
2,541 
1,684 

$6,258 
3,566 
2,255 
1,708 

$6,123 
3,436 
2,161 
1,651 

Ca.sh fiow data 
Net cash flow prt 
i^et cash flow use 
Net cash flow 
Net borrowings and (payments) of shorr-term _debr_ 

ided by operating actis-ities 
usee in investing activities 
(used inj provided by hnancing activ 

$526 
(442) 
(86) 
131 

$592 
(476) 
(106) 
(264) 

$227 
(372) 
142 
286 

$377 
(253) 
(122) 
52 

$351 
(248) 
(118) 

6 
Financial ratios *'' 
Debt 
Equity 

60% 
40% 

59% 
4 1 % 

60% 
40% 

57% 
4 3 % 

57% 
4 3 % 

Total 100% 100% 100% 100% 100% 
Return on average equity 12.8 12.7% 12.S 12.6% 13.3% 

(1) These are non-GA-A.P measurements. A reconciliation of operating margin to operating income and EBIT co earnings before income taxes and net income is contained in 

Item 7, "ivlanagement'5 Discussion and Analysis of Financial Condition and Results of Operations - AGL Resources-Results of Operations.'' 

(3) Dividends declared per common share divided by market value per common sharc. 
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