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AGL Resources

Company Profile

Natural Gas Distribution

Natural gas distribution is AGL Resources’ principal line
of business. Through its gas distribution subsidiaries, AGL
Resources is recognized as the second largest natural
gas-only distributor in the United States. Together, these
companies serve more than 1.8 million customers and
boast customer growth rates that are among the highest
in the industry.

Atlanta Gas Light Company (‘“AGLC”) and Chattanooga
Gas Company provide natural gas delivery service to more
than 1.5 million homes and businesses throughout
Georgia and Tennessee.

In October 2000, AGL Resources acquired Virginia
Natural Gas (“VNG”), which serves more than 230,000
customers and is headquartered in Norfolk, Virginia.
With its service territory in the economically vibrant
Hampton Roads region of Virginia, VNG is among
the industry leaders in customer growth at more than
4 percent per year.

Telecommunications

AGL Networks was formed to leverage our experience
in managing underground infrastructure to install
conduit and fiber optic cable for communication
network companies.

Retail Energy Marketing

Through SouthStar Energy Services, AGL Resources

is a joint venture partner with Piedmont Natural Gas
Company and Dynegy Holdings, Inc. SouthStar offers
retail energy products and services to more than 500,000
customers in Georgia and 500 industrial customers
throughout the Southeast. SouthStar operates in Georgia
under the trade name of Georgia Natural Gas Services.

Propane

AGL Resources is a partner in Heritage Propane, the
fourth largest propane distributor serving more than
480,000 customers in 28 states.

Customer Care

Utilipro provides outsourced customer care services
(billing, call center, payment processing) to energy
marketing companies.

We Serve Over 1.8 Million Natural Gas Distribution Customers
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AGL Resources

Financial Highlights

1999

(In Millions, except per share amounts) 2000
Core Barnings $ 68.6 $ 521

(Net income excluding one-time items)
Operation & Maintenance Expenses $247.8 $268.2
Net Income Reported $ 711 $ 744
Dividends Paid Per Share $ 1.08 $ 1.08
Closing Market Price $20.06 $16.25
Shares Outstanding

Average 55.2 57.4

End of Year 54.0 57.1
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Paula G. Rosput,
AGL Resources Inc.
President and Chief Executive Officer
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You are about to learn of a new Company -
one born out of trial, steeled by eXperience,
and setting a new standard of excellence ang

"

We have embraced a ney confidence in oyr
ability to transform thjs enterprise intg one
that creates jts OWn opportunities.

In the following Pages, we invite you to see
how our rewrite of this business already has
translated into the most successful chapter in
our history,
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CHAPTER 1:

—Etrerent
OperaﬁOns
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\Whatever 1s at che core of an enterprise MUSt be its
strongest point, its foundations its center-
flow the most important atrributess qua\ities and values

From the core

nd customer service.
The ipitiative that best reflects the comb'mation 0

sentatives 10 get their work orders tbrough electronic

Leveraging and Realigning Qour strengths
We are leveraging OUt strong customer relationships with
the launch of our wwW.at\amagas\ight.com web site,
which is designed tO market natural §2° appliances 3
well as offer useful information t0 our customers: The
web initiative reflects out commitment t© seek out
parmerships and industry allies to deepen OVt offerings —
in this case, inking up with Enercom’ s national app\iance
«arehouse’ and parmer'mg with select suppliers at

HVAC contractors locally to handle deliveries and

installation of purchased appliances:
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Our rapid and effective deployment of technology and

: o5 allowed us © reduce our labor costs
chroughout 0ut utility operations: We reduced our fie
worlforce from 1,492 in Januaty 1999 to 1 ,0381n
October 2000- By jmproving our 2 proaches t dispatch-
ing and mOTe efficiently stocking crucks with supplies,
we were able © reduce the number of service centers
from 39 t0 21-

By matching these labor reductions with improved
work practices, We were able © boost product'wity, spur
the pace of our daily activities and record gains in our
report card from customers and independent marketers.
Our retail customer are benefitdng from faster and more
flexible dispatching and greater cfficiency 10 availability
of our services chrough better yoice response units, better
crained call representatwes, an

roducts. Our regulatory climate is stabilizing chrough
more open communication with the Georgia, |
and Virginia ¢© mmissions-
strong in growingareas of the Southeast and now Virginia-
We have just ﬁmshed our bestyear ever, installing 55,
pew meters at $758 per meter j
industry-

During the yeab we were alsO able to advance several

The cransformation of our core business is far from
complete, but It is already cranslating intO improve
customer service, more efficient field operations, and
consistent earnings-
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CHAPTER 2:
Manage Costs
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When we said we wanted to 8Iow, we didn’t haye to from AGLC. The real success any acquisition js the
look very far o long for the ideal op Portunity, Oy ability to Integrate the Operations quickly and cffectively,
acquisition of Norfolk-based VNG marks oy largese Ur joint transitjop team was we|] underway before the
acquisition to dare and our moge promisin closing, identifying OPportunities jn the combination

Percentto 1.8 million, ¢ serves the Hampton Roads Couph'ng Our Strengths Effectively

region of Virginia, an arey boasting an annual customer SIng with the tide of Population growh does not,
growth rate of fo bereent, which js ahoye the industry by itself, generate superior Ieturns, nor does j¢ always

b . b
average. VNG’s marke '8 an attractive balapce of SEIVE customers bes; AGLC already has the industry’s
residentia] Commercial, 3pnd industria] S users. And  Jopeqt cost for Installing neyy, meters, so by extending
it operates 155 miles of transmissjon pipeline and Oursuccess in this are, into VNG we can lower oy

4,110 miles of 8§38 mains — va[yah|e Infrastruceyre for  costof OPerations, improye SEIVice to customers and
continued growth jp, the region. Oy Per-customer developers, ang create the capacity for carnings grovyth
ACquisition cost yyg among the best jp ¢he industry 4 the region continues to expand.

and positioned ys well to have thjg Operation add to Both AGLC 2pg VNG have developed best Practices

€arnings during figcy] 2001. ' several different areqq of operationg and we are already
e closed this transaction ahead of schedule, withip, sharing thoge successes within o, units,

Ive months, allowing ys ¢ benefit from the start of The acquisition, of VNGis logical and compelling
the heating season i that market, By, that fast-paced OPPportunity to exten our success jn utility operations
dcquisition efforr g, Meant we were able ¢o move to0a market thar i strengthen oy foothold in the
quickly to mine the additional va]ye of VNG — the fast—growing Southeastern region.
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Figure 6a. Gas company growth traditionally is dependent upon population trends
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In today’s world of broadband communications and
fiber optic networks, our strength couldn’t be in a
better place: Underground.

High capacity fiber optic networks are creating
seemingly limitless bandwidch for people and businesses
to communicate as never before, byt those same
networks need some space of their own, and much of
it needs to be found beneath the busy streets of cities.
Our kind of place,

As one of the best operators of underground distriby-
tion systems in the nation, we have refined oyr skills
and capabilities in contracting, engineering, permitting,
and work management, These are all critical elements
in the success of a telecom company secking to safely
and efficiently install new fiber networks underground,
It serves the best interests of our communities anq
customers for us to find a Way to co-construct conduit
when we replace gas mains. This way, we can support
the growth of our communities while minimizing the
disruption and potential safety issues that arise when
multiple contractors are cutting into streets,

To bring a focus to this market and separate it from
our utility operations, we formed AGL Networks.
Already, our approach to this market js capturing
the attention of leading fiber network developers,
especially in Atlanta, where almost boundless growth
is straining the capacity of its infrastructure, Most
major fiber optic network developers in Atlanta haye
held discussions with s on their network needs and
We expect to extend this partnership in other markets
where we have a strong presence,

AGL Networks is approaching this market in

three ways:

* The first phase is co-constructing condujt along
§as main routes and leasing the conduit capacity
to fiber network developers;

* The second phase of our effort moves us up the
value chain in the telecom industry by putting us
in partnership with major fiber network providers
in joint development efforts, We would install “dark”
fiber, leasing the fiber itself to other telecoms o
jointly operating the fiber systems as 4 separate
telecom venture; and

* The third phase of our strategy is to market the latent
capacity of retired or obsolete gas, water and sewer
mains as conduit for fiber systems. Retired mains are
those that are no longer used or useful in the utility
but can be recycled to serve as conduit for fiber without
the major digging required of nev conduit. This
plan is well underway with the develo pment of our
web site, Www.retiredmain.com, which wil] give
telecoms an on-line fesource to purchase conduit
capacity that we will market o behalf of municipalities
and water and gas companies.

Itis easy to sometimes take what you do best for
granted. We have learned, over the past three years of
hard work, that we cannor take anything for granted.
Because sometimes the value you seek is right under
your feet.



Figure 7a. Metropolite

Figure 7b. River crossing Figure 7c. Dense downtown business district




CHAPTER 4:

2% I'Zim% Wihof 6%/ ¢

0/7 ortn pifies

A gas delivery system may be all connected, but each
piece — whether a pipeline, storage facility or local gas
main — has its own role and its own unique value in
today’s energy market. At AGL Resources, W€ intend
to have each piece play its role to the fullest —both in
serving customers and adding value for shareholders.

In particular, over the years, we have assembled a
contract portfolio of interstate gas pipeline and storage
assets that were traditionally associated with distribut-
ing gas to Georgia and Tennessee. When you step back
and look at these assets as they are seen by the rest of
the industry, it is an impressive picture.

We are the largest liquefied natural gas (‘LNG”) pro-
vider in the Southeast and the fifth largest in the nation.
With our acquisition of VNG, we have now added sig-
nificant intrastate pipeline and distribution facilities to
our current base of distribution pipelines in Georgiaand
Tennessee. This gives usa pipeline and distribution net-
work that laces through some of the highest growth areas
of the Eastern and Southeastern U.S. Also, the VNG
acquisition provides us access to increased interstate
capacity. These strategic additions give us the desired
scale to capitalize on emerging business opportunities —
such as taking advantage of short-term supply, capacity
and price changes —in the larger energy markets.

Attractive Storage Assets

Given the profile of natural gas usage in our part of the
country, summer and winter peaking resources such as
LNG are in great need butin limited supply. By care-
fully balancing the commitment to ensure adequate
supply assets with the opportunities t0 respond to other
demands for LNG supplies in the open market, we can
reduce costs for customers and add value for shareholders.
Our pipeline and storage capacity is both large enough
and strategically located to enable us to partner with
respected, major players in energy trading and asset

Whofesafe gas assefs

We// /70&1%10146 fo %V OW\

optimization so we can participate in the broader energy

markets. Developing these partnerships and achieving

positive results is 2 key goal for us in fiscal 2001.
Further, there is an increasing need throughout our

region for mor

gas has become the fuel of choice for responsible power

¢ supplies of electric power and natural

development, especially to meet summer peak demand. :JI::LH
Again, we are strategically positioned to capture a niche e
in this emerging marketplace. It is important that gas e
pipelines run close to electric transmission lines. We g
offer a power developer the siting, gas supply manage- licles
ment, and ancillary services that would enable them to ural
build and operate new peaking plants in the Southeast ~ *
on a very competitive basis. nding
Innovative Arrangement it the
This focus on optimizing assets also means knowingwhen —en, A
to manage a business and when to restructure it to extract e
i¢s full value. Our stand-alone propane operations NeVer g pe
achieved sufficient scale to generate the return we require }
of our invested capital, so we first combined them with
the propane businesses of three other regional utilities
to form an entity called US Propane. Then we took an }
innovative path to sell US Propane to Heritage Propane,
one of the nation’s largest and most respected propane '!d'
companies. In turn, US Propane acquired the general n
partner of Heritage Propane. This arrangement quickly
monetized a portion of our investment in the propane 18
business, gave us board-level oversight, and positioned he
us for improved future cash distributions from I
Heritage Propane. wed
Fiscal 2001 will mark a watershed year for our of
customers and our shareholders as we implement T8
our strategic vision to be a key regional player in the -J.

energy marketplace through asset optimization and

value creation.



Figure 8hb. LNG storage facility



Chapter 5:

High Performance Teams

TAK MEANS AZ/Z em//a%ea &mfn/mﬁ

Some imptovements are p\anned. Some improvements
are schedu\ed and expected. And some of the best

{mprovements come from che minds of our employees
who have taken our shareholder yalue mission ©© heart.

aperwork- Our employees have come chrough the
gaunt\et of reshaping Ot core distribution business as
- resultof the Jeregulat
They have emerged Wit
refreshing cesilience as W€ rewrite the rules of how t© be
anew breed of gas company- Our m i
£OCESSES — working customet orders, dispatching CIEWS;
installing new services — ar¢ pow subject 0 rigorous
assessment and jmprovement by our employees every
day. In short, We have taken whatwe do well and brought

Opver this past ye&b our employees have transformed

petter Leak Order Processes
Team members recognized that the cechnology
hand-held computet could make aworld of difference

in completing our leak order survey process:

ofa

They have developed applications chat will allow
our CIews and contractors next year to use hand-he
computers tO complete and sereamline the leak order
form process: sing this technology saves the cost 0
call-backs and reduces tepotting fime at the end of the

day from approximate\y 45 minutes © five minutes:

\nnovations in Construction and Maintenance
MeterExpress another tnne—saving tool
w home 0 be installed carlier
in the homebuilding process: This new approach means
a return trip © {ieht appliances

builders can now determin€ and control wh
line is connected, when the mechanica\ 'mspection takes
occurs.

One of the goals of the system {s to create d

placform fora company—wxde e-commerce strategy 0
facilicate fastet simpler interaction with vendors at

wd LR 3
pduy employees, servic
Vees, .-

uews i mEnd
) : EIsiraL f
EeaE plun:”“# staff, supervisors, tech
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. 3 |



Memorandum

TO: All Team Members
Practiees encom m%e %om fo oonﬁ;ma///a
0
o WorkI f w/7ro¢/e onr ﬂ/?/ﬂfm&
nhovarion

We willbe-implementing-standard-proeeddres-for all basic business processes.

are best Feams closest to the work
The procedures fawedkesn developed and-approvee-by serie-management—
and should be fallowed-ataltires to ensure work is dere-in-a-routine fashion-

weasured ;w/p/?n% fo shareholder vatue.

If you have any gques#erts, you shauldreferthem to your supervisor.
ideas fo raise them with and feam members.

we encou fﬂ%f

Figure 11a. Sample memorandum



