APPLICATION FOR NATURAL GAS CERTIFICATE OF AUTHORITY tc \l1 "APPLICATION FOR NATURAL GAS CERTIFICATE OF AUTHORITY 
Please attach additional pages as necessary.  If any information is contained in an attached 10K report, audited financial reports, or any similar documents, please reference specific document and page number. Please file one electronic version, eight (8) hard copies, and at least three (3) copies of any attachments.

I.
APPLICANT ADDRESS

Name of Company
Shell Energy Services Company, L.L.C. (“SESCO”)
Address:
Street
1221 Lamar Street, Suite 1000

    

City
Houston

  State 
Texas

Zip
77010



Phone No. (713) 241-8971



Fax No.  (713) 241-8941



E-mail address
A WEB page is currently under development and when complete, the site 

address will be made available to the Georgia Public Service Commission.
Name, address and telephone number of employee designated to receive and respond to Commission requests and who will notify the Commission of any changes to the information provided in this application while pending:

Name

William T. Pompili




Title

Project Manager




Address:  (if different from above)

Street






City



 State 

 
Zip 





Phone No.  
(713) 241-8914





Fax No.
(713) 241-8941

 




Note:  This number is not intended for consumer inquiries.  SESCO will establish a consumer inquiry contact system.  SESCO should be contacted prior to publishing any number that will be made widely available to the public.

E-mail:  wtpompili@shellus.com

II.
REGISTERED AGENT
If applicant is a non-resident of Georgia, give name and address of an agent or attorney in fact in this state upon whom process may be served in any suit against applicant.

Name of Agent 
 Representative    
Rachel Searsy


Name of Firm 

Corporation Service Company


Address:
Street
100 Peachtree Street



City     
Atlanta 

  State 
Georgia

Zip 
30303



Phone No.  1-800-241-5834  or  (404) 659-8831

Fax No.  (404) 589-9479


III.
ORGANIZATION
1.
If a corporation, attach copy of charter marked “Exhibit A”.  Also attach a list of all directors and principal stockholders with the number of shares held by each, marked “Exhibit B”, and give name and addresses of the following officers:

Directors

Jack E. Little

Management Committee - Chairman

901 Louisiana

Houston, Texas  77002

Linda Z. Cook

Management Committee

200 North Dairy Ashford

Houston, Texas  77079

(Effective July 1, 1998 J.M. Funk will replace Linda Z. Cook on the Management Committee.)

Officers

Linda Z. Cook

Chief Executive Officer

200 N. Dairy Ashford

Houston, Texas  77079

(Effective July 1, 1998 J.M. Funk will replace Linda Z. Cook as Chief Executive Officer.) 

Alan M. Raymond
President


1221 Lamar Street

Houston, Texas  77010

M. Phyllis Bourque
Vice President - Operations

Greg K. Brand

Vice President - Business Development

Rob M. Schmitz
Vice President - Finance

Steve C. Poley

Vice President - Marketing

Steve J. Paul

Secretary

Timothy J. Howard
Assistant Secretary

SESCO is a wholly-owned subsidiary of Shell Oil Company.  Thus, the Exhibit B requirement is not applicable.

Incorporated Information:  State 
Delaware
  Date 
December 22, 1997



Documentation provided at Exhibit A.

2..
If applicable, provide the name(s) and business address(es) of the applicant’s principal and corporate officers in Georgia, if different from those above.

SESCO does not have principal or corporate officers located in Georgia.

3.
Type of Organization:  (Check One)

[x ]    Limited Liability Company

[   ]    Individual

[   ]    Partnership

[   ]    Corporation

[   ]    Mutual or Cooperative 

    (Incorporated/Unincorporated)

[   ]    Other






4.
If a corporation or limited partnership, give Secretary of State’s seven (7) digit charter or file identification number 
2836502


5.
Tax Identification Number  
76-0558305
 

GA Revenue Sales Tax Number   175405036


6.
If applicant is a partnership or cooperative, give names and addresses of partners, officers and/or members.

Not applicable.










7.
Are any directors, partners, officers, or members affiliated with any other natural gas or energy-related company doing business in Georgia?

If so, name company and affiliation. 


Mr. Jack E. Little is the Chairman of the Management Committee for SESCO and also is on the Board of Directors for Coral Energy, L.P. and Tejas Energy, LLC.


There are no other directors, officers of members of SESCO affiliated with any other non-Shell natural gas or electric company doing business in the State of Georgia.

8.
List the natural gas or energy-related companies doing business in Georgia with whom the applicant has affiliated relationships, including joint ventures and partnerships.

Coral Energy, L.P. for the sale of natural gas and Tejas Energy, LLC. for the sale of propane.

SESCO does not have any other affiliates in the transmission or distribution of electric power or the distribution of natural gas in the state of Georgia.

A copy of the Shell Oil Company 1997 Form 10-K is attached as Exhibit B.

The Georgia Public Service Commission may refer to page 69 of the Shell Oil Company 1997 Annual Report (Exhibit D) and at page 5 1997 Form 10-K (Exhibit B) for a description of the ownership structures of both Coral Energy, L.P. and Tejas Energy, LLC.
IV.
AUTHORITY REQUESTED
1.
What delivery group(s) does the applicant seek to serve?
[x ]
All Pools


[   ]
Columbus

[   ]  
Atlanta



[   ]
Gainesville

[   ]
Ex-Atl. SNG


[   ]
Macon

[   ]
Ex-Atl. Transco

[   ]
Rome

[   ]
Augusta


[   ]
Savannah

[   ]
Brunswick


[   ]
Valdosta

[   ]
Other





V.
FINANCIAL CAPABILITY
1.          (A)
Demonstrate that the applicant’s capital base or other financial resources can withstand the business and financial risk and absorb the losses that might occur in providing this certificated service in Georgia.
SESCO has the financial resources necessary to succeed in retail marketing of energy through natural gas sales to residential and small business customers.  SESCO was formed in December 1997, and is wholly owned by Shell Oil Company.

Shell Oil Company is one of America’s leading oil and gas producers, manufacturers and marketers of oil and chemical products.  It is a multi-national corporation, operating primarily in the United States, with revenues of $29.0 billion and $29.2 billion in 1997 and 1996, respectively.

The financial strength of Shell Oil Company is described in the 1997 annual report and Securities and Exchange Commission (SEC) Form 10-K, copies of which are attached at Exhibits B, C and D.

SESCO was formed in December 1997, primarily to market natural gas and electricity to residential and small business customers in the emerging deregulated industry.  SESCO is a wholly owned affiliate of Shell Oil Company and its ultimate parent, The Royal Dutch/Shell Group, is the world’s largest commercial and industrial corporation having shares publicly traded on each of the world’s seven principal stock exchanges.  The Group has operated since 1890.  Through its relationship to Shell Oil Company, SESCO, brings to bear the financial strength and respect of the largest market capitalized group of companies in the world.  Shell Oil Company has provided SESCO with an ample line of credit to conduct business in its chosen markets within the United States.

SESCO’s banking relationships and invoice payment policies and processing are managed by Shell Oil Company under service agreements.  SESCO maintains banking relationships at national banks in various parts of the United States.  Chase Manhattan Bank Delaware account number 6301-454413-509 is representative of SESCO’s banking posture.  SESCO’s tax identification number is 76-0558305.  For additional information about SESCO’s parents, Shell Oil Company and The Royal Dutch/Shell Group, or to obtain annual reports of either SEC listed company, please contact Shell Oil Company, External Relations, One Shell Plaza, P.O. Box 2463, Houston, Texas  77252.

(B)
Demonstrate that the applicant’s financial plans and resources will provide the means to implement the applicant’s business/marketing plans for this certificated service in Georgia.
If pro competitive conditions exist, SESCO intends to participate in Georgia’s retail markets.  As demonstrated in the response to (A) above, SESCO’s relationship with Shell Oil Company provides adequate resources to fully participate in Georgia’s markets.

2.          (A)
Demonstrate that the applicant’s credit rating is currently equivalent to `BBB-` from Standard and Poor’s or `Baa3` from Moody’s; or
SESCO is a start up company formed on December 22, 1997.  Our parent, Shell Oil Company has the following ratings:

Standard & Poors Corporation - AAA

See Attached Exhibit E

Moody’s Investment Services - Aa2

See Attached Exhibit F

(B)
Provide documentation that access to lines of credit, or agreements with other parties to provide financial support exist.
Attached as Exhibit G is a copy of the Revolving Credit and Cash Management Agreement between SESCO and Shell Oil Company and the Operating Agreement of SESCO which documents financial support provided the company.  These documents are filed pursuant to the protection of the Georgia Trade Secrets Act.

3.
(A)
Is a parent company or other entity providing support for the applicant’s contractual obligations?

Yes.

(B)
If  so, provide documentation verifying that such support exists, and to what degree.
See Exhibit G.

4.
Provide the applicant’s audited financial statements for the past three (3) years.  The financial statements must include balance sheets, related income, and cash flow statements for each of the past three (3) years.  If a parent company will support the applicant, the parent’s financial statements for the past three (3) years should also be provided.

The Shell Oil Company Annual Report for 1997 is attached at Exhibit D.  The SOC Form 10-K for 1997 is attached as Exhibit B.  The SOC Form 10-K for 1995 and 1996 are attached at Exhibit C.

The consolidated financial statements for Shell Oil Company are in the Form 10-K at the pages that follow:

1997 - p. 39.

1996 - p. 34.

1995 - p. 35.

SESCO was formed in December 1997.  There are no audited or unaudited financial statements for SESCO.

5.
Provide details of any unconditional purchase obligations that require payments by the applicant in future periods.

SESCO has no unconditional purchase obligations at this time.

6.
Provide a schedule of applicant’s non-cancelable operating lease commitments.

See Exhibit H.  This documentation is filed pursuant to the protection of the Georgia Trade Secrets Act.

7.
Provide schedules detailing applicant’s long-term debt and available credit facilities.  Include in the response the installments due on long-term debt for the five years following the date of this application.
SESCO will rely on Shell Oil Company for available credit facilities.  Documentation of SESCO’s reliance on Shell Oil Company is provided at Exhibit G.  Exhibit G is filed pursuant to the protection of the Georgia Trade Secrets Act.

SESCO has no long-term debt at this time.

8.
Provide details of any joint venture(s) or general partnership agreements between the applicant and other parties.

SESCO is not party to any joint venture or general partnership agreements at this time.

9.
Provide proposed terms of service, expected revenues, and rules for contracting with firm customers as referenced in O.C.G.A.  46-4-153(a)(2)(C) and 46-4-160(c).

(A)
The rules for contracting with firm customers shall include, but are not limited to the following:

(1)
The bills and contracts must be written in clear and plain language.  

(2)
The bills must contain sufficient information to allow customers to verify the accuracy of their bills.

(3)
The pricing structure must be clearly explained, including any late fees or interest charges.

(4)
The contract terms must be specified, along with any termination rights.

[a]
Firm customers must be allowed to cancel their contract without penalty within 48 hours of signing.

[b]
Firm customers must be given the right to cancel their contract if they relocate out of the delivery group.

(5)
The bill must include an emergency telephone number.
Attached at Exhibit I, which addresses 9(A) (1) - (5), is a draft set of Terms of Services for Contracting with Firm Customers.  This document is being filed pursuant to the protection of the Georgia Trade Secrets Act.  These terms and conditions may change depending upon the AGL business rules and AGL tariff provisions approved by the Commission.  SESCO anticipates these documents will be released for public disclosure once Georgia’s markets open.

(B)
The applicant acknowledges the fact that it must comply with Federal Telemarketing Rules and Georgia Consumer Protection Laws.
SESCO acknowledges that it will comply and abide with the Federal Telemarketing Rules and Georgia Consumer Protection Laws.

10.
Provide applicant’s plan to provide for funds to be held in escrow by an independent third party in the event that prepaid services are to be offered or deposits are required.

Currently, SESCO does not plan to offer prepaid services as an option, therefore we have no plans to escrow such funds.

As for deposits, the policy of SESCO is not to require a deposit from a new, prior, or existing Customer provided that the Customer either passes SESCO’s credit check or provides another form of security satisfactory to SESCO.  SESCO may require a deposit if a Customer’s credit is, or becomes, unsatisfactory during the term of its contract with SESCO.  The amount of any deposit shall be determined by an appropriate fraction of the estimated charge for service for 12 months.  Payment of a required deposit is a condition precedent to the receipt or continued receipt of any Service for which a deposit is required.

If a deposit is accepted from a Customer, the Company plans to apply the following rules for administering the funds:

Deposits shall bear simple interest at the per annum rate, if any, specified from time to time for payment by the Commission; and such interest shall be payable at the time that the deposit is refunded to depositor provided said deposit remains continuously with SESCO for a period of six months or longer.  Deposits shall cease to bear interest upon refund of the deposit, either by credit to the Customer’s account, or otherwise, or upon discontinuance of Service or termination or cancellation of Customer’s contract.

Retention by SESCO prior to final settlement of a deposit shall not be considered as a payment or part payment of any bill for Service.  SESCO may, however, apply a deposit against unpaid bills for Service;  in such case, the Customer will be required to reestablish a deposit in an amount satisfactory to SESCO.

Upon discontinuance of Service with SESCO or termination or cancellation of Customer’s contract, SESCO shall have a reasonable time in which to read the meters and to ascertain that the obligations of the Customer have been fully performed before being required to return a deposit.  Upon final discontinuance of the Service with SESCO and full settlement of all bills by the Customer, any deposit with accrued interest not previously refunded, if any, will be returned to the Customer, or the deposit may be applied to the payment of any unpaid accounts of the Customer and the balance, if any, returned to the Customer.

No assignment of any deposit shall be valid or bind SESCO without the written consent of SESCO.

Funds held on deposit shall be separately identified and credited to the depositing Customer.  Funds deposited will be co-mingled with SESCO’s operating funds for efficient cash management purposes and a separate accounting ledger shall be maintained to ensure Customer deposits are properly monitored.  It is not anticipated that funds will be held by a third party other than the commercial bank with which SESCO maintains its banking relationship.

See Also Exhibit I, Rule 7.  Exhibit I is filed pursuant to the protection of the Georgia Trade Secrets Act.

11.
With respect to any pending litigation and actual claims assessment:

(A)
Provide the amount or range of damages claimed by the adverse party.

(B)
Provide information relevant to whether an estimated claim from a loss contingency has been accrued by a charge to income.
SESCO has no loss contingency as no pending or known litigation or claims exist.

SESCO’s parent Shell Oil Company disclosures are included in the 1997 Annual Report, (Exhibit D) Page 72, Item 16 and the 1997 10-K (Exhibit B) Page 55, Item 16.

12.
Provide the applicant’s plans (with respect to the applicant’s ability to continue as a going concern) for dealing with any of the following existing conditions or events:

(A)
Recurring operating losses.

(B)
Working capital deficiencies.

(C)
Negative cash flows from operating activities.

(D)
Denial of credit from suppliers.

(E)
Restructuring of debt.

(F)
Need to dispose of substantial assets.

(G)
Substantial dependence on the success of a particular project.

(H)
Uneconomic long-term commitments.

(I)
Need to significantly revise operations.

(J)
Legal proceedings, legislation or similar matters that might jeopardize the applicant’s ability to operate.

(K)
Loss of a key franchise or certificate of authority.

(L)
Loss of a principal customer or supplier.

SESCO is a newly formed company.  None of the conditions set forth in 12 (A) - (L) currently exist.  As previously stated, SESCO will rely on resources provided by the Revolving Credit and Cash Management Agreement (Exhibit G) with its parent Shell Oil Company.

13.
Provide any other information that the applicant believes is relevant to the evaluation of financial capability.
None at this time.

VI.
TECHNICAL CAPABILITY 
1.
Provide the name, business address, principle place of business, and a brief statement of experience and qualifications of the management team which will direct the Georgia operations; include the designated contact employee.
Name, Business Address, Principle place of Business
Shell Energy Services Company, L.L.C.

1221 Lamar Street

Suite 1000

Houston, Texas  77010

Management Team Vita’s attached as Exhibit J
M. Phyllis Bourque

Vice President - Operations

William T. Pompili

Manager - Natural Gas Supply

Blas F. Pina


Manager - Risk Management

W. Thomas Welch

Operations Modeling Analysts

Kim D. Holloway

Analyst - Supply Operations

Designated Contact Employee

M. Phyllis Bourque

Vice President Operations (713) 241-8965

12.
Provide the following information:

(A)
A list and description of the applicant’s comparable gas marketing activities in other jurisdictions, (annual sales, volumes, or other measure of activity). 
Not applicable.  SESCO does not currently market gas.  Please see Question 3 below for information regarding SESCO’s affiliate Coral Energy, L.P.

(B)
Any information as to whether certificates of authority or other jurisdictional authority for the sale of natural gas have ever been issued by any other state(s) and whether such certificates are current.  Also disclose whether any application for certification has ever been denied and whether any certificate of authority issued to it or an affiliate has ever been suspended, revoked, modified, or sanctioned. 
Georgia is the first state that SESCO has sought certification.  

(C)
The applicant’s estimated or anticipated gas supply and capacity, as well as limitations, if any, on gas supply.  If appropriate, this may be filed as trade secret.
SESCO’s marketing effort will be measured daily to allow for changes, both upward and downward, to the gas supply requirements.  SESCO will have in place load forecasting tools utilizing load profiles for specific types of consumers as modified by weather to support its gas acquisition and management effort.  Close coordination and communication with AGL operations and market services will also serve to aid and support the appropriate gas acquisition and management efforts.  

Coral Energy, L.P. will provide gas supply to meet the needs of  SESCO’s Georgia customers.  Information relating to Coral Energy, L.P. is provided in response to Question 3.

(D)
The applicant’s contingency plan to provide gas to firm customers in the event that a supply disruption occurs. 
SESCO intends to develop a supply portfolio to serve the AGL market that is sufficiently diverse and flexible to handle “normal” supply disruptions that may affect specific supplies.  No contingency plans have been formulated at this time to handle “catastrophic” supply failures.

As the AGL market develops for SESCO such contingency plans will be developed.

(E)
The procedures that will be employed in a gas-related emergency (i.e., force majeure, interstate limitations).
SESCO and Coral Energy, L.P.  personnel, upon the prompt notification of some force majeure event that substantially disrupts gas supply to AGL, will immediately respond with efforts to replace such gas supplies or capacity.  If SESCO and Coral Energy, L.P. are not successful in that attempt, within a short period of time, SESCO will notify AGL Operations to evaluate other system possibilities as well as storage options.  SESCO and Coral Energy, L.P. will simultaneously seek alternative gas supplies, capacity and/or AGL operations alternatives (include storage options).

(F)
A notarized document stating that the applicant has met or has the ability to meet the creditworthiness standards of the interstate pipelines serving the state of Georgia and the Commission approved creditworthiness standards of the applicable electing distribution company.

See attached as Exhibit K.

3.
Provide any other information that the applicant believes is relevant to the evaluation of technical capability.
Technical capabilities should also incorporate Coral Energy, L.P.  A description of the business technical capabilities of Coral Energy L. P. is attached at Exhibit L.  Coral will assist SESCO in the acquisition and management of all gas supplies.

VII.
DISPOSITIONS

1.
(A)
Has the applicant, any of its officers and/or its directors declared bankruptcy or had a civil judgement rendered against it/him/her?
To the best of our knowledge, neither SESCO nor any officers and/or directors have declared bankruptcy nor had a civil judgment rendered against it/him/her.

(B)
Has the applicant, any of its officers and/or its directors been convicted of or pleaded guilty or nolo contendere to any misdemeanor, felony or crime of moral turpitude?
To the best of our knowledge, neither SESCO, nor any officers and/or directors have been convicted or pleaded guilty or nolo contendere to any misdemeanor, felony or crime of moral turpitude.
If either question is answered affirmatively, please provide certified copies of the legal disposition papers.

Not applicable.

2.
A statement disclosing any existing, pending, or past adverse rulings, judgements, litigations, contingent liabilities, revocations of authority, administrative regulatory investigation (i.e., FERC, SEC) and other matters relating to financial or operational status for the past three (3) years that materially affect the financial or operational status.

SESCO is not aware of any pending or past adverse ruling, judgments, litigation, etc. that would “materially affect” SESCO’s financial or operational status.

VIII.
AGREEMENT

This applicant agrees to abide by all applicable laws under the official code of Georgia annotated, all applicable rules and regulations of the Georgia Public Service Commission and findings, conclusions, terms and conditions set forth in pertinent Commission orders.
Officer or Attorney/Agent

Name    Alan M. Raymond, President, SESCO






Address:
Street 
1221 Lamar Street, Suite 1000





City 
Houston

  State 
Texas  
Zip 
77010



   
Phone No.   (713) 241-8971

Signature  


 

IX.
ATTESTATION

Under penalties of perjury, I declare and affirm that the statements made in the foregoing application, including accompanying statements and attachments are true, complete and correct.  I understand that any false or misleading information in, or in connection with my application may be cause for denial or loss of certificate.

William T. Pompili





Printed Name

Project Manager





Position

Signature

Date

Subscribed and sworn before me this

 day of  

 , 19 


(Notary Public)

