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Q. Please state your name and business address. 1 

A. My name is Brett Seagle and my business address is Illinois Commerce 2 

Commission, 527 East Capitol Avenue, Springfield, Illinois 62701. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Illinois Commerce Commission as a Gas Engineer in the 5 

Engineering Program of the Energy Division. 6 

Q. Please state your educational background. 7 

A. I hold a Bachelor of Science degree in Mechanical Engineering from Southern 8 

Illinois University in Carbondale, Illinois. 9 

Q. What are your duties and responsibilities as a Gas Engineer in the 10 

Engineering Program? 11 

A. My primary responsibilities and duties are in the performance of studies and 12 

analyses dealing with the day-to-day and long term operations and planning of 13 

the gas utilities serving Illinois.  For example, I review purchased gas adjustment 14 

clause reconciliations, rate base additions, levels of natural gas used for working 15 

capital, and utility applications for Certificates of Public Convenience and 16 

Necessity.  I also perform gas meter audits. 17 

Q. What is the purpose of this proceeding? 18 
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A. On August 1, 2011, Atmos Energy Corporation (“Atmos”) and Liberty Energy 19 

(Midstates) Corp. (“Liberty”) (collectively the “Joint Applicants) filed a joint 20 

application (“Application”) to seek Commission approval of their reorganization 21 

and other approvals related to the reorganization, pursuant to Section 7-204 of 22 

the Illinois Public Utilities Act (“Act”).  If approved, Atmos would discontinue the 23 

operation of its natural gas distribution system in Illinois and Liberty would 24 

assume financial, regulatory, and legal responsibility of Atmos’ current natural 25 

gas distribution system in Illinois. 26 

Q. What are your duties and responsibilities associated with this docket? 27 

A. I was assigned to this case by the Gas Section Supervisor to determine whether 28 

the Joint Applicants meet the requirements of Section 7-203 and Subsection 7-29 

204(b)(1) of the Act. 30 

 Additionally, I will identify the witnesses for the Staff of the Illinois Commerce 31 

Commission (“Staff”) who are providing direct testimony in this case and briefly 32 

summarize the positions those witnesses are taking in their direct testimony. 33 

Q. What recommendations are you making in this proceeding? 34 

A. Having concluded that Joint Applicants have not met the requirements of Section 35 

7-203 and Subsection 7-204(b)(1) of the Act, I recommend that the Commission 36 

decline to approve this reorganization. 37 



Docket Nos. 11-0559 
ICC Staff Exhibit 1.0 

 
 

3 
 

 Further, I recommend that Joint Applicants provide supplemental documentation 38 

respecting portions of the requirements of Section 7-203, specifically, a list of 39 

Certificates of Public Convenience and Necessity (“Certificates”) that Atmos 40 

holds currently in Illinois. 41 

 Finally, I recommend that Liberty provide all the additional information it has that 42 

demonstrates that Liberty meets the requirements of Subsection 7-204(b)(1). 43 

Q. Do you have any Attachments to your testimony? 44 

A. Yes.  I have the following Attachments to my testimony. 45 

  Attachment A Joint Applicants response to ENG 1.20 46 

  Attachment B Joint Applicants response to ENG 2.01 47 

  Attachment C Joint Applicants supplemental response to ENG 1.20 48 

  Attachment D Joint Applicants supplemental response to ENG 2.01 49 

  Attachment E Joint Applicants supplemental response to ENG 1.20 50 

Attachment 51 

Q. Please identify the Staff witnesses providing direct testimony in this 52 

proceeding. 53 

A. The following Staff witnesses are providing direct testimony in this proceeding 54 

from the Commission’s Energy Division (“EDIV”) and Financial Analysis Division 55 

(“FAD”): 56 

 ICC Staff Exhibit 1.0, Brett Seagle, Engineering Program, EDIV, 57 
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 ICC Staff Exhibit 2.0, Janis Freetly, Finance Program, FAD, 58 

 ICC Staff Exhibit 3.0, Richard Bridal, Accounting Program, FAD, 59 

 ICC Staff Exhibit 4.0, Bonnie Pearce, Accounting Program, FAD, 60 

 ICC Staff Exhibit 5.0, Dr. David Rearden, Policy Program, EDIV, and 61 

 ICC Staff Exhibit 6.0, Darin Burk, Pipeline Safety Program, EDIV. 62 

Q. What is Staff’s overall recommendation? 63 

A. For reasons identified in the summaries below and in portions of my testimony 64 

thereafter, Staff cannot recommend that the Commission make certain required 65 

statutory findings and recommends that the Commission deny the proposed 66 

reorganization. 67 

Q. Please summarize Ms. Freetly’s direct testimony, ICC Staff Exhibit 2.0. 68 

A. Ms. Freetly recommends that the Commission decline to make the finding 69 

required pursuant to Subsection 7-204(b)(4) of the Act because Liberty has not 70 

provided sufficient information to evaluate Liberty Utilities’ ability to issue debt on 71 

reasonable terms.  Further, Ms. Freetly recommends that pursuant to Subsection 72 

7-204(b)(7) of the Act the Commission finds that the proposed reorganization 73 

could result in an adverse rate impact on retail customers.  In the event the 74 

Commission approves the reorganization, Ms. Freetly recommends that pursuant 75 

to Section 6-103 of the Act, the Commission require Liberty to file a compliance 76 

report with a copy to the Manager of the Commission’s Finance Department 77 
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following the proposed reorganization that describes Liberty’s post-merger 78 

capital structure and identifies capital structure adjustments that result from the 79 

proposed reorganization.   80 

Q. Please summarize Mr. Bridal’s direct testimony, ICC Staff Exhibit 3.0. 81 

A. Mr. Bridal recommends that the Commission decline to approve the proposed 82 

reorganization because he cannot determine that the reorganization will not 83 

result in any adverse rate impacts on retail customers, as required by Subsection 84 

7-204(b)(7) of the Act. 85 

 However, in the event that the Commission approves the reorganization, 86 

Mr. Bridal recommends that the Commission make the following rulings 87 

regarding Subsection 7-204(c) of the Act: 88 

1. All savings resulting from the proposed reorganization shall 89 

be flowed through to the costs associated with the regulated 90 

intrastate operations for consideration in setting rates by the 91 

Commission (Subsection 7-204(c)(i) of the Act); and 92 

2. Any costs incurred in accomplishing the proposed 93 

reorganization in this or any future proceeding shall not be 94 

recoverable through Illinois jurisdictional regulated rates 95 

(Subsection 7-204(c)(ii) of the Act). 96 

Q. Please summarize Ms. Pearce’s direct testimony, ICC Staff Exhibit 4.0. 97 

A. Ms. Pearce recommends that the Commission not approve the proposed 98 

reorganization because it has not been established that: 99 
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1. The proposed reorganization will not result in the unjustified 100 

subsidization of non-utility activities by the utility or its customers as 101 

required under Section 7-204(b)(2) of the Act;  102 

2. The costs and facilities are fairly and reasonably allocated between 103 

utility and non-utility activities in such a manner that the 104 

Commission may identify those costs and facilities which are 105 

properly included by the utility for ratemaking purposes as required 106 

under Section 7-204(b)(3) of the Act; 107 

3. The utility will remain subject to all applicable laws, regulations, 108 

rules, decisions and policies governing the regulation of Illinois 109 

public utilities as required under Section 7-204(b)(5) of the Act; 110 

4. The proposed accounting of the transaction is in compliance with 111 

83 Ill. Adm. Code 505, the Uniform System of Accounts for Gas 112 

Utilities Operating in Illinois; and 113 

5. The Affiliate Services Agreement is adequate to safeguard the 114 

public interest as required by Section 7-101 of the Act. 115 

 In the event the Commission approves the reorganization, Ms. Pearce 116 

recommends that the Commission find that the new utility should be allowed to 117 

maintain books and records outside of Illinois subject to the condition that the 118 

Company will be liable to reimburse the Commission for any reasonable costs 119 

and expenses associated with an audit or inspection of information maintained 120 

outside Illinois. 121 

 In addition, if the reorganization is approved, she recommends that the Order 122 

instruct Liberty to file the executed copy of the Asset Purchase Agreement and 123 

the executed Affiliated Services Agreement and all supporting agreements with 124 

the Commission within fifteen (15) calendar days of the receipt of all regulatory 125 

approvals.  If such Asset Purchase Agreement if not executed within sixty (60) 126 
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calendar days of the Order date in this proceeding, Joint Applicants shall file with 127 

the Chief Clerk a status report, with a copy to the Manager of Accounting, and 128 

continue to file status reports every 90 calendar days until such time as the Asset 129 

Purchase Agreement is executed.  Ms. Pearce also recommends that if the 130 

Commission approves the proposed reorganization that Liberty be required to file 131 

with the Chief Clerk of the Commission, with a copy to the Manager of 132 

Accounting, copies of the final accounting entries, including the actual amounts 133 

recorded by Liberty within 60 calendar days following the closing of the 134 

transaction. 135 

Q. Please summarize Dr. Rearden’s direct testimony, ICC Staff Exhibit 5.0. 136 

A. Dr. Rearden concludes that the Commission should find that the proposed 137 

reorganization is not likely to have an adverse effect on competition in those 138 

markets over which the Commission has jurisdiction pursuant to the 139 

requirements of Subsection 7-204 (b)(6) of the Act. 140 

Q. Please summarize Mr. Burk’s direct testimony, ICC Staff Exhibit 6.0. 141 

A. Mr. Burk recommends that in order for Liberty to remain compliant with the 142 

Minimum Federal Safety Standards and the Illinois Gas Pipeline Safety Act, the 143 

Commission take the following steps: 144 

1. The Commission should verify that Liberty has provided to the 145 

Pipeline Safety Program (“PSP”) the written documentation 146 

identified in PS 2.01 – 2.09 prior to approving the Joint Applicants 147 
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reorganization request.  After Liberty’s provides the plans and 148 

procedures identified in Data Requests PS 2.01 through 2.09, the 149 

PSP will examine them, identify any shortcomings in those plans 150 

and procedures and work with Liberty to correct those 151 

shortcomings. 152 

2. The Joint Applicants requested waiver of Section 5-106 should be 153 

conditioned upon the Joint Applicants being required to maintain 154 

digital records in Illinois, to provide hard copies to Staff upon 155 

request and a requirement for the Joint Applicants to implement 156 

safeguards to track and identify whether alterations or corrections 157 

have been made to digital records and, if so, the individuals who 158 

made the changes. 159 

Q. What information did you review in making your assessment of whether or 160 

not the Joint Applicants met the requirements of Section 7-203 and 161 

Subsection 7-204(b)(1) of the Act? 162 

A. I reviewed the Application and the testimony of Ian Robertson, Peter Eichler, 163 

David Paseika, and Mark Martin.  I also reviewed the Asset Purchase Agreement 164 

(“Purchase Agreement”) between Liberty and Atmos.  Finally, I reviewed the 165 

Joint Applicants’ responses to numerous Staff data requests. 166 

Section 7-203 167 

Q. Have the Joint Applicants requested Commission approval pursuant to 168 

Section 7-203 of the Act? 169 

A. Yes.  The Joint Applicants’ Application, point 12, indicated they are requesting 170 

Commission authority pursuant to Section 7-203 of the Act to transfer all of the 171 

Certificates currently held by Atmos to Liberty.  Further, Joint Applicants’ witness 172 
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Peter Eichler indicates in his direct testimony, Liberty Exhibit 2.0, page 15, lines 173 

323-329, that Atmos intends to transfer all of its obligations to Liberty regarding 174 

Section 7-203, including the Certificates granted to Atmos by the Commission. 175 

Q. What are the requirements of Section 7-203 of the Act? 176 

A. Section 7-203 of the Act states, in part, that: 177 

  No franchise, license, permit or right to own, operate, manage or 178 

control any public utility shall be assigned, transferred or leased nor 179 

shall any contract or agreement with reference to or affecting any 180 

such franchise, license, permit or right be valid or of any force or 181 

effect whatsoever, unless such assignment, lease, contract, or 182 

agreement shall have been approved by the Commission.  Such 183 

permission shall not be construed to revive or validate any lapsed 184 

or invalid franchise, license, permit or right, or to enlarge or add to 185 

the powers and privileges contained in the grant of any franchise, 186 

license, permit or right, or to waive any forfeiture. 187 

Q. Does the testimony provided by the Joint Applicants provide sufficient 188 

information so that the Certificates granted by the Commission to Atmos 189 

may be transferred to Liberty? 190 

A. No.  The Joint Applicants should provide a listing of all Certificates granted by 191 

the Commission, which Atmos intends to transfer.  The Commission should 192 

require the Joint Applicants to provide a list of the Certificates that Atmos intends 193 

to transfer to Liberty rather than accepting a vague assertion that Atmos will 194 

transfer all of its Certificates.  By requiring a list of the specific Certificates that 195 

Atmos intends to transfer, the Commission can satisfy itself that Liberty is aware 196 
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of exactly what Certificates and attendant responsibilities it is assuming.  The list 197 

will also be a useful record for the Commission.   198 

Q. Have you requested a list of the Certificates Atmos seeks to transfer to 199 

Liberty? 200 

A. Yes, in Staff Data Requests (“DR”) ENG 1.20 and ENG 2.01, I requested a 201 

comprehensive list of Certificates  granted by the Commission that Atmos 202 

intends to assign to Liberty as part of this proceeding, including a brief 203 

description of each certificate, a short description of the service area or other 204 

rights granted by each certificate as well as a legal description of any service 205 

areas or other property granted by those certificates. 206 

Q. Have the Joint Applicants provided a comprehensive list of Certificates? 207 

A. No.   208 

Q. Have you reviewed any other information that discusses topics that relate 209 

to Section 7-203 of the Act? 210 

A. Yes.  The Joint Applicants’ Purchase Agreement discusses the transfer of 211 

various obligations of Atmos to Liberty.  Specifically, Section 5.9 of the Purchase 212 

Agreement indicates the transfer from Atmos of all other environmental permits 213 

and obligations, all municipal and county franchises, supply contracts, 214 

maintenance and labor agreements, and any other relevant agreements that 215 



Docket Nos. 11-0559 
ICC Staff Exhibit 1.0 

 
 

11 
 

exist as of the time of the closing of the proposed transaction to Liberty.  216 

Schedule 5.9(a) of the Purchase Agreement is a listing of all of the above-217 

mentioned agreements. 218 

Q. Does the Purchase Agreement contain a listing of the Certificates that 219 

Atmos holds in Illinois? 220 

A. No. 221 

Q. Have you requested that the Joint Applicants provide you with a listing of 222 

the Certificates that Atmos holds in Illinois that it intends to transfer to 223 

Liberty? 224 

A. Yes.  I have requested a comprehensive list of Certificates granted by the 225 

Commission that Atmos intends to assign to Liberty as part of this proceeding, 226 

including a brief description of each Certificate, a short description of the service 227 

area or other rights granted by each Certificate as well as a legal description of 228 

any service areas or other property granted by those Certificates in Staff DRs 229 

ENG 1.20 and ENG 2.01.  Initially, the Joint Applicants voiced their intention that 230 

the Commission simply transfer the Certificates by reference rather than identify 231 

the specific Certificates.  The Joint Applicants refer to Atmos' merger with United 232 

Cities Gas Company (“United Cities”) in Docket No. 96-0437, where they state 233 

that the Commission granted Certificates identical to those previously granted to 234 

United Cities.  Citing Atmos Energy Corp. and United Cities Gas Company, 235 
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Order, Docket No. 96-0437 (Illinois Commerce Commission, June 25, 1997).  236 

The Joint Applicants go on to state that  Commission's grant was by reference 237 

and it did not issue individual, specific physical Certificates  to Atmos. (See 238 

Attachments A and B) 239 

Q. Have the Joint Applicants provided any supplemental information recently 240 

that indicates they are attempting to ascertain the whereabouts of the 241 

Certificates in order to develop a full and complete listing of the 242 

assignments from Atmos to Liberty? 243 

A. Yes.  Supplemental responses to ENG 1.20 and ENG 2.01, (Attachments C and 244 

D, respectively) which I received on November 11, 2011, indicate that the Joint 245 

Applicants are in the process of searching through United Cities’ records and 246 

have located at least some of the Certificates.  (See Attachment E)  Thus, the 247 

Joint Applicants are attempting to develop a list of Certificates to meet the 248 

requirements of Section 7-203 of the Act; however, the Joint Applicants have not 249 

yet provided a full and complete listing of Certificates Atmos currently holds in 250 

Illinois.   251 

Q Do you believe that a statement that Atmos plans to transfer all of the 252 

Certificates it holds in Illinois to Liberty is sufficient for you to confirm the 253 

Joint Applicants’ compliance with the Commission requirements of Section 254 

7-203 of the Act? 255 
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A. No.  Notwithstanding the Joint Applicants reference to the merger of Atmos and 256 

United Cities, as an example of a proceeding where the Commission allowed the 257 

transfer of Certificates by reference rather than requiring a listing of the 258 

Certificates, I have two reasons for recommending that the Commission not 259 

allow a transfer by reference.  First, although I am not an attorney, there are 260 

distinctions between the Atmos/United Cities merger and this docket, which is an 261 

asset transfer proceeding, that support requiring the Joint Applicants to provide a 262 

listing of its Certificates.  Second, since Liberty does not currently operate any 263 

natural gas distribution systems and has no prior gas utility operating experience, 264 

I consider it necessary for Liberty to develop a strong working knowledge of all 265 

aspects of the operation of the natural gas distribution system in Illinois.  I 266 

consider a listing of the Certificates that Liberty must be aware of in order to 267 

operate under as a first step in developing this knowledge. 268 

Q. Please explain what distinctions between a merger proceeding and an 269 

asset transfer case you reference. 270 

A. My understanding is that in a merger proceeding, two entities are combining their 271 

operations into one larger entity.  This larger entity will then integrate all of the 272 

processes, etc. of the prior two entities into the remaining entity.  However, in an 273 

asset transfer proceeding, one entity is purchasing the assets of another entity 274 

without the necessity of integrating the processes. 275 
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 For example, in the instant case, Liberty, in its response to Staff DR ENG 2.08, 276 

indicates that it will develop its own set of standards and procedures for gas 277 

procurement.  However, my expectation is that had Atmos and Liberty, assuming 278 

Liberty operated any natural gas utilities, decided to merge their respective 279 

businesses, Atmos and Liberty would simply integrate their gas procurement 280 

procedures with one another. 281 

Q. Which type of proceeding do you consider the instant proceeding to most 282 

resemble? 283 

A. I would consider the instant proceeding an asset transfer proceeding. 284 

Q. Are you aware of whether lists of Certificates have been required in 285 

conjunction with prior asset transfer proceedings? 286 

A. Yes.  I am aware of one case, Docket No. 03-0657, that involved the transfer of 287 

Union Electric Company’s (d/b/a AmerenUE) Illinois gas utility assets to Central 288 

Illinois Public Service Company (d/b/a AmerenCIPS). 289 

Q. In Docket No. 03-0657, did AmerenUE provide a listing of the Certificates 290 

that it held? 291 

A. Yes.  AmerenUE provided a listing of Certificate it intended to transfer to 292 

AmerenCIPS in Docket No. 03-0657.  (See Final Order, p. 11, September 22, 293 
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2004)  The Joint Applicants’ witness Jon Carls, Ameren Ex. No. 6.2, provided a 294 

listing of Certificates in his testimony. 295 

Q. Please explain the basis for your second rationale, that since Liberty has 296 

no prior gas utility operating experience, it is obligated to develop a strong 297 

working knowledge of all aspects of the operation of a natural gas 298 

distribution system in Illinois. 299 

A. Given Liberty’s lack of previous experience with operating a natural gas utility, I 300 

consider it critical that Liberty become as aware as possible of Atmos’ operations 301 

in Illinois.  A part of this awareness should include having a comprehensive list of 302 

Certificates, a description of each certificate, a description of the service area or 303 

other rights granted by each certificate as well as a legal description of any 304 

service areas or other property granted by those Certificates.  The Joint 305 

Applicants’ supplemental responses to Staff DRs, ENG 1.20 and ENG 2.01 306 

(Attachments C and D) that describe their search through United Cities’ records 307 

and that to date they have been unable to assemble a comprehensive list of 308 

Certificates, demonstrates the importance of a providing a complete list of the 309 

Certificates in this proceeding.  It also reinforces my concern that Liberty, if 310 

granted Commission approval of the proposed transaction, is not currently fully 311 

aware of its obligations respecting the requirements of Section 7-203.  Liberty 312 

should demonstrate that it took every reasonable step to familiarize itself with the 313 

Atmos’ natural gas distribution system.  The Joint Applicants’ responses to Staff 314 
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DRs, ENG 1.20 and ENG 2.01 indicate that Liberty has not yet familiarized itself 315 

with the Atmos’ natural gas distribution system and developed a strong working 316 

knowledge of all aspects of the operation of a natural gas distribution system in 317 

Illinois. 318 

Q. Given your understanding of the Joint Applicants’ obligations under 319 

Section 7-203, discussed above, do you believe the Commission should 320 

grant approval of the transfer of the assets and liabilities as requested by 321 

the Joint Applicants? 322 

A. No, I do not.  I consider the Joint Applicants’ failure to provide a complete listing 323 

of Certificates as inconsistent with prior Commission practices.  I also consider 324 

Liberty’s lack of natural gas experience a concern that it must consider and take 325 

steps to alleviate.  Without a comprehensive list of the Certificates Liberty plans 326 

to assume, Liberty cannot demonstrate it is aware of a critical part of its 327 

obligations associated with operating as a utility in Illinois.  Further, without the 328 

list of Certificates, neither Liberty nor the Commission can know exactly what 329 

obligations Atmos intends to transfer to Liberty. 330 

Q. If Joint Applicants provided a Certificate listing in their rebuttal testimony, 331 

would this alleviate your concerns on this issue? 332 

A. Yes. If the Joint Applicants, in their rebuttal testimony, provide a list of 333 

Certificates currently held by Atmos with an explanation that the identified 334 
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documents constitute a full and complete listing of the assignments from Atmos 335 

to Liberty, I will find no reason to dispute the Joint Applicants ability to meet the 336 

requirements of Section 7-203 of the Act. 337 

Q. What is your conclusion regarding the Joint Applicants’ compliance with 338 

the requirements of Section 7-203? 339 

A. At this time, because the Joint Applicants have not yet provided a listing of the 340 

Certificates that Atmos holds and intends to transfer to Liberty at the closing of 341 

this transaction, the Joint Applicant’s have failed to meet the Section 7-203 342 

requirements. 343 

Subsection 7-204(b)(1) 344 

Q. Have you also analyzed the Joint Applicants request for Commission 345 

approval under to Section 7-204? 346 

A. Yes.  I was assigned to review the Joint Applicants’ compliance with Subsection 347 

7-204(b)(1) of the Act. 348 

Q. What are the requirements of Subsection 7-204(b)(1) of the Act? 349 

A. Section 7-204 of the Act requires Commission approval prior to any proposed 350 

reorganization of a utility and requires the Commission to make a number of 351 

findings, including those contained in Subsection 7-204(b)(1) of the Act.  352 

Specifically, subsection 1 of Section 7-204(b) of the Act, requires a finding that: 353 
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  the proposed reorganization will not diminish the utility’s ability to 354 

provide adequate, reliable, efficient, safe and least-cost public 355 

utility service. 356 

Q. How did you conduct your analysis? 357 

A. My review focused on the preparations Liberty made for acquiring Atmos’ natural 358 

gas distribution system in Illinois, its review of Atmos’ assets and operations, and 359 

its attempts to familiarize itself with them. 360 

Q. Were you able to determine what effect the Joint Applicants’ proposed 361 

reorganization would have on Atmos’ ability to provide adequate, reliable, 362 

efficient, safe and least-cost public utility service? 363 

A. No, I was not.  The Joint Applicants have provided insufficient information to 364 

make that determination. 365 

Q. Please describe what information you requested for your Section 7-366 

204(b)(1) analysis. 367 

A. I inquired about Atmos’ capital expenditure and its operation and maintenance 368 

expense budgets and then asked Liberty how these budgets would change 369 

assuming approval of the transaction by the Commission.  I also attempted to 370 

determine how Liberty intended to meet Illinois’ requirements regarding meter 371 

accuracy testing procedures.  372 
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 Next, I inquired about Atmos’ standards and procedures respecting the general 373 

operation and maintenance of Atmos’ natural gas distribution system, and 374 

attempted to determine if Liberty intended to adopt or modify these standards 375 

and procedures.  I then requested information associated with Atmos’ methods 376 

for gas supply and material procurement and inquired if Liberty planned to alter 377 

these methods or procedures. 378 

 Finally, I attempted to determine whether Liberty had performed any studies 379 

regarding its plan to operate Atmos’ natural gas distribution system post-380 

acquisition and whether Liberty intended to hire any of Atmos’ current gas 381 

operations personnel after the close of the proposed transaction. 382 

Q. What information did the Joint Applicants provide regarding Atmos’ current 383 

and Liberty’s plans for capital expenditure and its operation and 384 

maintenance expense budgets? 385 

A. The responses to Staff DRs, ENG 1.01 through ENG 1.06, indicate that Liberty 386 

intends to establish expense budgets modeled after Atmos’ current expense 387 

budgets.  Liberty also indicates that it intends to do a detailed review of the 388 

capital expenditure budgets prior to the asset transfer closing and will provide 389 

any updates or changes that may result from the review at that time.   390 

Q. What information did the Joint Applicants provide regarding how Liberty 391 

intends to meet Illinois’ requirements regarding meter accuracy testing? 392 
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A. In response to Staff DRs ENG 1.14 and ENG 2.03, the Joint Applicants indicate 393 

that during the transition period Liberty will utilize Atmos’ meter testing facilities, 394 

then after the transition period, hire a third party vendor in the Illinois service 395 

territory.  The responses indicate Liberty’s preference is to select a vendor with 396 

operations in the Illinois service territory that meets the Commission's accuracy 397 

requirements.  However, at this point in time, Liberty has not identified this third 398 

party vendor.  Therefore, in my opinion Liberty needs to begin the process of 399 

selecting a third party vendor immediately because I am not aware at this time of 400 

any third party meter accuracy testing vendors currently operating in Illinois. 401 

Q. What information did the Joint Applicants provide regarding Atmos’ 402 

standards and procedures respecting the general operation and 403 

maintenance of Atmos’ natural gas distribution system, and whether 404 

Liberty intends to adopt or modify these standards and procedures?  405 

A. The Continuing Services Agreement, attached to the Purchase Agreement 406 

indicates that the Joint Applicants are supposed to provide a listing of all services 407 

currently provided by Atmos to operate its Illinois natural gas distribution system 408 

as well as the services it provides for its Illinois customers.  (See Verified 409 

Application,  Ex. A, Ex. 1.1-C, Art. 1, §1.1)  However, the Joint Applicants’ 410 

responses to Staff DRs ENG 3.05 and ENG 3.06, indicate they are in the 411 

process of developing “Service Schedules” identifying the services and anticipate 412 
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being able to provide draft Service Schedules to me by November 11, 2011.  I 413 

have not yet received such a listing. 414 

Q. What information did the Joint Applicants provide regarding Atmos’ 415 

methods for gas supply and material procurement and inquired if Liberty 416 

planned to alter these methods or procedures?  417 

A. The Joint Applicants’ responses to Staff DRs ENG 1.16 and ENG 2.07, indicate 418 

that Liberty, with the help of three individuals  with previous gas procurement 419 

experience, who were hired but have not yet begun their employment with 420 

Liberty, intends to develop its own set of standards and procedures regarding 421 

how it will dispatch and procure its gas supply. 422 

Q. What information did the Joint Applicants provide regarding whether 423 

Liberty intended to hire any of Atmos’ current gas operations personnel 424 

after the close of the proposed transaction? 425 

A. The responses to Staff DRs ENG 1.07 and ENG 1.17 indicate that Liberty 426 

intends to hire all of Atmos’ Illinois operations employees at the close of the 427 

proposed transaction. 428 

Q. What information did the Joint Applicants provide regarding whether 429 

Liberty had performed any studies regarding its plan to operate Atmos’ 430 

natural gas distribution system post-acquisition? 431 
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A. The Joint Applicants’ responses to Staff DRs, ENG 1.09 and ENG 1.11 indicate 432 

that no such studies exist, and that the Joint Applicants intend to hold meetings 433 

to determine the feasibility of such studies. 434 

Q. Based on the information provided to you by the Joint Applicants,  were 435 

you able to determine what effect the Joint Applicants’ proposed 436 

reorganization would have on  Liberty’s ability to provide adequate, 437 

reliable, efficient, safe and least-cost public utility service assuming the 438 

Commission approves the reorganization? 439 

A. No, I was not.  The Joint Applicants have provided insufficient information to 440 

make that determination.  Therefore, I recommend that the Commission decline 441 

to make a finding that the proposed reorganization will not diminish Liberty’s 442 

ability to provide adequate, reliable, efficient, safe and least-cost public utility 443 

service.  Because there is insufficient evidence to make that required finding, I 444 

also recommend that the Commission decline to approve this reorganization. 445 

Q. What are your concerns regarding the Joint Applicants’ inability to provide 446 

the information requested regarding Liberty’s plans for capital and 447 

expense budgets, operation and maintenance of the gas distribution 448 

system, gas supply and material procurement, and operations post-449 

acquisition? 450 
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A. I am concerned that Liberty is entering into this reorganization blindly, without 451 

properly familiarizing itself with the general operation and maintenance of Atmos’ 452 

natural gas distribution system. 453 

 Further, Liberty, in response to Staff DR ENG 1.10, indicates that it does not 454 

currently own or operate any natural gas local distribution companies.  I am 455 

concerned that Liberty’s general lack of knowledge regarding the operation of a 456 

natural gas distribution system and its lack of specific knowledge about Atmos’ 457 

current operations will result in an inability to provide the same adequate, 458 

reliable, efficient, safe and least-cost public utility service that Atmos’ customers 459 

currently receive.  From my review of Joint Applicants’ testimony, Application, 460 

Purchase Agreement, and responses to numerous DRs, I determined that 461 

Liberty does not have enough general gas system operations knowledge or 462 

specific Atmos system information to understand Atmos’ natural gas distribution 463 

system operations without more planning and analysis than Liberty has put forth 464 

to date. 465 

Q. How would you summarize your concerns about Liberty’s lack of 466 

knowledge about operations? 467 

A. My concerns fall into two specific areas regarding the Joint Applicants’ inability 468 

ability to demonstrate that Liberty will provide the same adequate, reliable, 469 

efficient, safe and least-cost public utility service that Atmos’ customers currently 470 

receive.  First, I am concerned about the absence of final decisions about or any 471 
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studies performed by Liberty regarding how it will operate Atmos’ Illinois 472 

territories in the future should the Commission approve the transaction.  Second, 473 

I am concerned that Liberty is not aware of all of the services that Atmos 474 

provides to its Illinois territory that it will need to continue to provide assuming the 475 

Commission approves the transaction. 476 

Q. Describe the studies you would expect Liberty to have performed. 477 

A. I am referring to the investigation and resulting reports created when one 478 

company is contemplating acquiring or merging with another company.  Through 479 

this review, the acquiring company should develop a strong working knowledge 480 

of how the target company generally operates and maintains its system.  The 481 

reports created from this process as well as all future events are the studies I 482 

reference. 483 

 For example, the acquiring company would determine all services the utility is 484 

currently providing to its customers, all standards and procedures used to 485 

operate and maintain the utility’s system, and determine whether it needs to 486 

retain any employees from the target company, and if those employees plan to 487 

stay with the acquiring company.  It would be typical for the acquiring company to 488 

consider whether it wants to adopt or modify the standards and procedures the 489 

target utility uses in all aspects of the operation and maintenance of its natural 490 

gas distribution system.  The acquiring utility could then determine if the 491 

standards and procedures it has either adopted or modified diminish its ability to 492 
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provide adequate, reliable, efficient, safe and least-cost public utility service 493 

versus the services provided by the prior company. 494 

Q. What is the basis for your first concern regarding the absence of any 495 

studies that demonstrate how Liberty would operate Atmos’ Illinois gas 496 

utility system if the Commission approves the transaction? 497 

A. As I discuss above, Liberty has not conducted studies to determine how it will 498 

operate the gas distribution system.  The Joint Applicants’ responses to my DRs 499 

indicate that Liberty intends to do a detailed review of the capital expenditure 500 

budgets, it will hire a third party vendor for meter testing, it is in the process of 501 

identifying the services that Atmos currently provides its Illinois natural gas 502 

customers, and it intends to develop its own set of standards and procedures 503 

regarding how it will dispatch and procure its gas supply.  In response to Staff 504 

DR ENG 1.11, the Joint Applicants indicate that Liberty has not conducted any 505 

integration studies.  In addition, the Joint Applicants indicate that as part of the 506 

transition process, Liberty intends to hold meetings with Atmos to discuss 507 

whether a study of this nature would be appropriate.  The absence of any 508 

decisions about how Liberty will operate the gas distribution system or any 509 

studies of this nature indicates that Liberty has not done a thorough review of 510 

Atmos’ standards and procedures regarding the general operation and 511 

maintenance of Atmos’ natural gas distribution system in Illinois.  Further, given 512 

the lack of decisions regarding how Liberty plans to operate the gas distribution 513 
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system, it is impossible to determine without any integration reports or studies 514 

whether Liberty can replicate all of the functions that Atmos currently provides for 515 

support and guidance to its Illinois natural gas operations.  Without final 516 

decisions, studies, or reports of any kind, I cannot determine that the proposed 517 

reorganization will not diminish Liberty’s ability to provide adequate, reliable, 518 

efficient, safe and least-cost public utility service. 519 

Q. What is the basis for your second concern that Liberty is not aware of all of 520 

the services that Atmos provides to its Illinois territory that it will need to 521 

replicate in some fashion assuming the Commission approves the 522 

proposed transaction? 523 

A. As I discuss above, the Joint Applicants have not yet completed the listing of all 524 

services currently provided by Atmos to operate its Illinois natural gas distribution 525 

system as well as the services it provides for its Illinois customers referenced in 526 

the Continuing Services Agreement.  If Liberty is not yet aware of all the services 527 

provided by Atmos to its gas utility customers, it is impossible for Liberty to 528 

demonstrate to me that it can replicate all of the services that Atmos provides.  529 

As such, I cannot determine that the reorganization will not diminish Atmos’ 530 

ability to provide adequate, reliable, efficient, safe and least-cost public utility 531 

service. 532 

Q. Based on your review, discussed above, have the Joint Applicants met 533 

Finding 1 of Section 7-204(b) of the Act? 534 
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A. No.  The Joint Applicants have failed to provide sufficient detail regarding the 535 

public utility service that Atmos currently provides that Liberty will also need to 536 

provide subsequent to the reorganization and the Joint Applicants have failed to 537 

demonstrate what decisions Liberty has made regarding how it plans to provide 538 

this same service.  Therefore, I recommend that the Commission decline to 539 

make a finding that the proposed reorganization will not diminish Liberty’s ability 540 

to provide adequate, reliable, efficient, safe and least-cost public utility service. 541 

Summary 542 

Q. Please summarize your recommendations. 543 

A. The Joint Applicants have not met the requirements of Section 7-203 and 544 

Subsection 7-204(b)(1) of the Act, I recommend that the Commission decline to 545 

approve this reorganization. 546 

 I recommend that the Joint Applicants provide supplemental documentation 547 

respecting portions of the requirements of Section 7-203, specifically, a list of 548 

Certificates that Atmos holds currently in Illinois and that it plans to transfer to 549 

Liberty as part of this reorganization. 550 

 In regards to Section 7-204(b)(1), the Joint Applicants should provide a summary 551 

of all of the services that Atmos currently provides to its Illinois territory that 552 

Liberty will assume subsequent to the reorganization.  Liberty then needs to 553 

detail and explain how it plans to replicate those services.  Liberty’s 554 
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documentation must provide sufficient detail to demonstrate that its replicating of 555 

these services will not diminish the gas distribution utility’s ability to provide 556 

adequate, reliable, efficient, safe and least-cost public utility service. 557 

Q. Does this conclude your direct testimony? 558 

A. Yes. 559 



 
 

ATMOS ENERGY CORPORATION 
 

ILLINOIS COMMERCE COMMISSION 
DOCKET NO. 11-0559 

DATA REQUEST NO. ENG 1.20 
 

ENG 1.20 Provide a copy of each certificate of public convenience and necessity 
(“certificate”) granted by the Commission that Atmos intends to assign to 
Liberty Energy Midstates as part of this proceeding.  Also, provide a short 
description of the service area or other rights granted by each certificate 
as well as a legal description of any service areas or other property 
granted by those certificates. 

Response: In approving Atmos' merger with United Cities in docket 96-0437, the 
Commission granted certificates of public convenience and necessity 
identical to those that were previously granted to United Cities. See Atmos 
Energy Corp. and United Cities Gas Co., Order, Docket No. 96-0437 
(Illinois Commerce Commission, June 25, 1997). The Commission's grant 
was by reference and it did not issue individual, specific physical 
certificates of public convenience and necessity to Atmos. Likewise, 
Atmos intends to assign to Liberty Energy Midstates all certificates of 
public convenience and necessity and other licenses, authorizations, 
waivers and approvals previously issued to Atmos and required for Liberty 
Energy Midstates to operate the natural gas utility business as is currently 
operated by Atmos. The service area shall include the local natural gas 
distribution system comprising approximately 702 miles of pipeline of 
varying diameters from 2-inches to 8-inches, associated with the natural 
gas distribution system serving the primary markets of Alma, Altamont, 
Beecher City, Brookport, Brownstown, Carrier Mills, Cowden, Eldorado, 
Farina, Farmersville, Galatia, Girard, Harrisburg, Huey, Iuka, Joppa, 
Kinmundy, Metropolis, Middletown, Muddy, New Holland, Raleigh, Salem, 
St. Elmo, St. Peter, Thayer, Vandalia, Virden, Waggoner, and Xenia. 

 
Prepared By: 

Name:  James Price 
Job Title:  Attorney for Atmos Energy Corporation 
Telephone:  (972) 855-3723 
Email: james.price@atmosenergy.com 
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ATMOS ENERGY CORPORATION 
 

ILLINOIS COMMERCE COMMISSION 
DOCKET NO. 11-0559 

DATA REQUEST NO. ENG 2.01 
 

ENG 2.01 Referring to the Companies response to ENG 1.20, provide a comprehensive list 
of certificates of public convenience and necessity granted by the Commission 
that Atmos intends to assign to Liberty Midstates as part of this proceeding.  
Please provide a brief description of each certificate including but not limited to a 
short description of the service area or other rights granted by each certificate as 
well as a legal description of any service areas or other property granted by those 
certificates. 

 

Response: In Docket No. 96-0437, Atmos and United Cities Gas Company requested 
Commission approval of the merger of United Cities into Atmos.  Paragraph 9 of 
the Findings and Orders of the Commission Order approving the merger states in 
relevant part: 

(9)   following the merger and reorganization, United Cities will cease to 
exist as a public utility in Illinois; the public convenience and necessity 
requires the continued operation of the existing gas facilities and business 
currently owned and operated by United Cities in Illinois; therefore, it 
appropriate to authorize the following: 

(b)  the issuance of a certificate of public convenience and 
necessity to Atmos pursuant to Section 8-408(a), to be effective at 
the time of the merger; 

(c)  the issuance to Atmos of certificates of public convenience and 
necessity that are identical to the certificates of public convenience 
and necessity previously issued by this Commission to United 
Cities pursuant to Section 7-201, such transfer to be effective at the 
time of the merger. 

To the best of Atmos’ knowledge, this was the only grant of a certificate or 
certificates of convenience and necessity to the Company and therefore, no 
specific documents were issued containing the information requested in this data 
request.  The particular municipalities served by Atmos are listed in the response 
to Data Request No. ENG 1.20. 

Prepared by: 
 

Docket No. 11-0559 
ICC Staff Exhibit 1.0 
Attachment B 
Page 1 of 2



Name: James Price 
Title: Attorney for Atmos Energy Corporation 
Contact:    (972) 855-3723 
Email: james.price@atmosenergy.com 
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ATMOS ENERGY CORPORATION 
 

ILLINOIS COMMERCE COMMISSION 
DOCKET NO. 11-0559 

SUPPLEMENTAL RESPONSE TO DATA REQUEST NO. ENG 1.20 

 

ENG 1.20 Provide a copy of each certificate of public convenience and necessity 
(“certificate”) granted by the Commission that Atmos intends to assign to 
Liberty Energy Midstates as part of this proceeding.  Also, provide a short 
description of the service area or other rights granted by each certificate 
as well as a legal description of any service areas or other property 
granted by those certificates.  

Supplemental Response: 

 As indicated in prior responses to ENG-1.20 and ENG-2.01, Atmos’ 
authority to operate in Illinois is derived from the Commission’s order in 
96-0437, which included a blanket grant of certificates to Atmos. A copy of 
this order has previously been provided to Staff. 

 In response to Staff’s requests, Atmos has been searching for United 
Cities records that might indicate a listing of certificates held by United 
Cities prior to the merger. Atmos has located some of the certificates held 
by United Cities prior to the merger and those are listed in the attached 
spreadsheet. Atmos believes that this is not a comprehensive list, but the 
joint applicants hope that it is helpful. Perhaps the joint applicants and 
Staff could discuss whether there are Commission records that could help 
supplement the attached list. 

Prepared by: 

Name: James Price 
Title: Attorney for Atmos Energy Corporation 
Contact: (972) 855-3723 
Email: james.price@atmosenergy.com 
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ATMOS ENERGY CORPORATION 
 

ILLINOIS COMMERCE COMMISSION 
DOCKET NO. 11-0559 

SUPPLEMENTAL RESPONSE TO DATA REQUEST NO. ENG 2.01 

 

ENG 2.01  Referring to the Companies response to ENG 1.20, provide a 
comprehensive list of certificates of public convenience and necessity 
granted by the Commission that Atmos intends to assign to Liberty 
Midstates as part of this proceeding. Please provide a brief description of 
each certificate including but not limited to a short description of the 
service area or other rights granted by each certificate as well as a legal 
description of any service areas or other property granted by those 
certificates.  

Supplemental Response: 

 As indicated in prior responses to ENG-1.20 and ENG-2.01, Atmos’ 
authority to operate in Illinois is derived from the Commission’s order in 
96-0437, which included a blanket grant of certificates to Atmos. A copy of 
this order has previously been provided to Staff. 

 In response to Staff’s requests, Atmos has been searching for United 
Cities records that might indicate a listing of certificates held by United 
Cities prior to the merger. Atmos has located some of the certificates held 
by United Cities prior to the merger and those are listed in the attached 
spreadsheet. Atmos believes that this is not a comprehensive list, but the 
joint applicants hope that it is helpful. Perhaps the joint applicants and 
Staff could discuss whether there are Commission records that could help 
supplement the attached list. 

Prepared by: 

Name: James Price 
Title: Attorney for Atmos Energy Corporation 
Contact: (972) 855-3723 
Email: james.price@atmosenergy.com 
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Certificates of Public Convenience and Necessity

Docket Description Location Year

45671 CCN - gas distribution system Raleigh 1959

49933 CCN - gas distribution system Joppa 1963

52040 (Cons.) CCN - gas transmission main & distribution system Galatia, Muddy, & Pankeyville 1966

52041(Cons.) CCN - gas transmission main & distribution system Carrier Mills 1966

53820 CCN - gas supply main & distribution system Brookport 1967

83-0656 (Cons.) CCN - gas feeder main, transmission line, distribution system, Girard, Virden, Thayer, New holland, 1984

and propane -air gas plant Farmersville, & Waggoner

84-0425 CCN - gas loop line Thayer 1984

89-0441 CCN - gas distribution system Champaign County 1990
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