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Q. Please state your name and business address. 1 

A. My name is David Pasieka. My principal business address is 2845 Bristol Circle, 2 

Oakville, Ontario, Canada L6H 7H7. 3 

Q. Have you prepared other prefiled testimony in this proceeding? 4 

A. Yes.  In this proceeding the joint applicants filed my direct testimony with the 5 

application as Joint Applicant Exhibit 3.0. 6 

Q. Please summarize the purpose of your testimony? 7 

A. First, I want to make clear on the record the agreement of Liberty Energy 8 

Midstates to most of the conditions requested by Staff in its direct testimony. 9 

Second, I address (1) the fact that Liberty Energy Midstates is not seeking to 10 

recover any goodwill associated with the transaction, (2) the testimony of Staff 11 

witness Brett Seagle as it relates to Section 7-204(b)(1) of the Public Utilities Act, 12 

(3) the testimony of Staff witness Richard Bridal, as it related to Section 7-13 

204(b)(7), and (4) Pipeline Safety issues raised by Staff witness Darin Burk. 14 

Q. Are you sponsoring any Exhibits to your testimony? 15 

A. Yes. I am sponsoring the following Exhibits: 16 

  Exhibit 5.1 – Response to data request ENG 1.09. 17 

  Exhibit 5.2 – Response to data request ENG 1.11 18 

  Exhibit 5.3 – Draft CSA Service Schedules 19 

  Exhibit 5.4 – Supplemental response to data request RWB 1.03 20 

  Exhibit 5.5 – Supplemental response to data request ENG 1.14 21 

  Exhibit 5.6 – Curriculum Vitae of gas procurement team 22 
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 Exhibits 5.3 and 5.4 contain proprietary information and are being provided on a 23 

confidential basis.  24 

Q. Please summarize the condition recommended by Staff witness Janis 25 

Freetly regarding reporting of Liberty Energy Midstates’ capitalization? 26 

A. In her direct testimony Ms. Freetly recommends that the Commission require 27 

Liberty Energy Midstates to file a compliance report with a copy to the Manager 28 

of the Commission’s Finance Department following the proposed reorganization 29 

that describes Liberty Energy Midstates’ post-merger capital structure and 30 

identifies capital structure adjustments that result from the proposed 31 

reorganization.   32 

Q. Does Liberty Energy Midstates agree to this condition? 33 

A. Yes. Liberty Energy Midstates will file a compliance report to the Manager of the 34 

Commission’s Finance Department following the proposed reorganization that 35 

describes Liberty Energy Midstates’ post-merger capital structure and identifies 36 

capital structure adjustments that result from the proposed reorganization. 37 

Q. Please state Staff witness Richard Bridal’s recommendations regarding 38 

Section 7-204(c) of the Act? 39 

A. Mr. Bridal recommends that the Commission make the following rulings 40 

regarding Section 7-204(c) of the Act: 41 

1) All savings resulting from the proposed reorganization shall be flowed through 42 

to the costs associated with the regulated intrastate operations for 43 

consideration in setting rates by the Commission (Section 7-204(c)(i) of the 44 

Act); and 45 
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 2) Any costs incurred in accomplishing the proposed reorganization in this or 46 

any future proceeding shall not be recoverable through Illinois jurisdictional 47 

regulated rates (Section 7-204(c)(ii) of the Act). 48 

Q. Does Liberty Energy Midstates agree to those conditions? 49 

A. Liberty Energy Midstates does not object to the Commission’s entry of an order 50 

approving the transaction with those two conditions included.  Liberty Energy 51 

Midstates also concurs with Mr. Bridal that the recoverability of costs 52 

attributed or related to the reorganization should be determined by the 53 

Commission in a future rate case.  As explained in Mr. Bridal’s testimony at 54 

lns. 268-275, costs attributed or related to the reorganization include items 55 

such as the costs of obtaining continuing services from Atmos and IT and 56 

other investments, which will replace Atmos’ current infrastructure. 57 

Q. Please summarize Staff witness Bonita Pearce’s recommendations 58 

regarding the filing of accounting entries following completion of the 59 

proposed reorganization? 60 

A. Ms. Pearce recommends that if the Commission approves the proposed 61 

reorganization that Liberty Energy Midstates be required to file with the Chief 62 

Clerk of the Commission, with a copy to the Manager of Accounting, copies of 63 

the final accounting entries, including the actual amounts recorded by Liberty 64 

Energy Midstates within sixty calendar days following the closing of the 65 

transaction.  In addition, she recommends that if the proposed reorganization has 66 

not been consummated within sixty calendar days of the date of the order in this 67 

proceeding, that a status report be filed with the Chief Clerk with a copy to the 68 
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Manager of Accounting, and further status reports every ninety calendar days 69 

until the executed copy of the final purchase agreement has been filed. 70 

Q. Does Liberty Energy Midstates agree to those conditions? 71 

A. Yes. 72 

Q. Please summarize the condition upon which Ms. Pearce recommends that 73 

the Commission find that Liberty Energy Midstates should be allowed to 74 

maintain books and records outside Illinois? 75 

A. Ms. Pearce recommends that the Commission find that Liberty Energy Midstates 76 

should be allowed to maintain books and records outside of Illinois subject to the 77 

condition that the Company will be liable to reimburse the Commission for any 78 

reasonable costs and expenses associated with an audit or inspection of 79 

information maintained outside Illinois. 80 

Q. Does Liberty Energy Midstates agree to this condition? 81 

A. Yes. 82 

Q. Please summarize the condition upon which Staff witness Darin Burk 83 

recommends that the Commission find that Liberty Energy Midstates 84 

should be allowed to maintain books and records outside Illinois?? 85 

A. Mr. Burk stated that approval to maintain books and records relating to Liberty 86 

Energy Midstate’s compliance with the pipeline safety requirements contained in 87 

49 CFR §§191.1 – 191.17, 191.23, 191.25,  192, 193 and 199; Ill. Adm. Code 88 

Part 520; the Illinois Gas Pipeline Safety Act (220 ILCS 20/1, et seq.) (“Illinois 89 

Act”); and the Public Utilities Act (220 ILCS 5/) (“PUA”) outside of Illinois should 90 

be conditioned on (i) maintaining digital copies of those books and records in 91 
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Illinois, (ii) providing to Staff, upon request, hard copies of the documents, and 92 

(iii) implementing a system to track and identify any individuals that alter or make 93 

corrections to the digital records.  94 

Q. Does Liberty Energy Midstates agree? 95 

A. Yes, the digital records relating to pipeline safety referred to by Mr. Burk will be 96 

made readily available to the Pipeline Safety Program. In addition, Liberty Energy 97 

Midstates will implement a system designed to track and identify any individuals 98 

that alter or make corrections to such digital records. 99 

Q. Please state the instruction that Ms. Pearce recommended to be included 100 

by the Commission in its order approving the proposed reorganization? 101 

A. Ms. Pearce recommended that any such order include the following instruction: 102 

 103 

It is further ordered that within fifteen (15) calendar days of the 104 
receipt of all regulatory approvals required for the proposed 105 
transaction to take effect, Joint Applicants shall file with the Chief 106 
Clerk of the Illinois Commerce Commission (“Chief Clerk”) a fully 107 
executed copy of the Asset Purchase Agreement and all supporting 108 
agreements, including but not limited to the ASA.  If such Asset 109 
Purchase Agreement is not executed within sixty (60) calendar 110 
days of the Order date in this proceeding, Joint Applicants shall file 111 
with the Chief Clerk a status report, providing a copy to the 112 
Commission’s Manager of Accounting.  Joint Applicants shall 113 
continue to file status reports every 90 calendar days until such 114 
time as the Asset Purchase Agreement is executed.   115 

 116 

Q. Does Liberty Energy Midstates agree to the inclusion of this instruction? 117 

A. Yes. 118 

Q. Please summarize Ms. Freetly’s comments regarding Section 6-103 of the 119 

Public Utilities Act? 120 
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A. Ms. Freetly indicated that if Liberty Energy Midstates were to record the 121 

acquisition at book value, its capitalization would meet the requirements of 122 

Section 6-103 of the Public Utilities Act. 123 

Q. Does Liberty Energy Midstates plan to record the acquisition at book 124 

value? 125 

A. Yes. Liberty Energy Midstates will record the assets it purchases from Atmos at 126 

their then-current book value. The acquisition premium, also known as “goodwill” 127 

will be paid for by Liberty Utilities Co. and recorded on its books. In other words, 128 

Liberty Energy Midstates does not plan to seek cost recovery of the acquisition 129 

premium. I believe that will satisfy Ms. Freetly’s concern as to Section 6-103, 130 

because the transaction will be recorded at book value. Based on this fact and 131 

her testimony, I believe Ms. Freetly would agree with the joint applicants that the 132 

proposed post-transaction capitalization of Liberty Energy Midstates meets the 133 

requirements of Section 6-103. 134 

Q. Please summarize Staff witness Brett Seagle’s concerns regarding Section 135 

7-204(b)(1) of the Public Utilities Act? 136 

A. Mr. Seagle stated that the joint applicants have provided insufficient information 137 

for him to determine the effect of the proposed reorganization on the ability to 138 

provide adequate, reliable, efficient, safe and least-cost public utility service. 139 

Q. Please respond to Mr. Seagle’s concerns? 140 



Exhibit 5.0 

7 
 

A. Liberty Energy Midstates will continue to use the same operational personnel and 141 

structures that Atmos currently uses to provide adequate, reliable, efficient, safe 142 

and least-cost public utility service. Further, I believe our focus on local operation 143 

and management will enhance our abilities in these key areas. Lastly, Liberty 144 

Utilities Co.’s strong track record of customer service and regulatory compliance 145 

underscores the ability of Liberty Energy Midstates to meet the required 146 

standards. For these reasons, the Commission should be comfortable finding 147 

that the proposed reorganization meets the requirements of Section 7-204(b)(1) 148 

of the Public Utilities Act. 149 

 I appreciate, however, Mr. Seagle’s identification of his concerns as they relate to 150 

this finding. I believe they relate to three main issues. First, the joint applicants 151 

need to be more communicative about the scope of the planning efforts that 152 

Liberty Energy Midstates is undertaking itself and with Atmos to ensure a 153 

seamless transition to new ownership of these assets. Second, there are cases 154 

where we have provided information identified as important for Mr. Seagle to 155 

make recommendations, but that information was provided either after or too 156 

soon prior to the filing of Staff’s direct testimony to be reflected. For example, the 157 

expense budgets were provided in a supplemental response to RWB 1.03 and 158 

the CSA service schedules were provided in a supplemental response to RWB 159 

1.05.  Third, there is a more general timing issue, where the joint applicants are 160 

working to create a fulsome transition plan that will include activities that will 161 

occur at closing and through the continuing service period.  These activities will 162 
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ensure a seamless transition.  The planning for this overall transition started a 163 

number of months ago. 164 

Q. Please describe the efforts undertaken by Liberty Energy Midstates to 165 

familiarize itself with the Midstates Utilities? 166 

A. Mr. Seagle’s testimony indicates that we have not made him aware, at least as of 167 

the filing of his direct testimony, of the significant efforts the joint applicants are 168 

expending to make sure that Liberty Energy Midstates will be able to seamlessly 169 

take over operation of the Midstates Utilities. He indicates that we have not 170 

conducted any studies to determine how we will operate the gas distribution 171 

system.  This is incorrect. 172 

To begin with, in determining to buy the Midstates Utilities, Liberty Utilities 173 

(Canada) Corp. conducted detailed due diligence at a legal, financial and 174 

operational level. Senior Liberty Utilities (Canada) Corp. staff from all key 175 

business functions participated in a variety of  on-site visits and numerous 176 

meetings with Atmos Management as well as conducting detailed reviews of 177 

documentation, procedures and records that were relevant to the operation.  This 178 

included reviewing operational manuals, systems documentation, regulatory 179 

rules, financial reports, plant records, statistical reports, Collective Bargaining 180 

Agreements, Vendor contracts, and other material.  181 

 Following the negotiation of the Asset Purchase Agreement, the parties 182 

initiated a joint Transition Planning process. The objective of this planning 183 

process is to determine the tasks, activities and resources needed in order for 184 
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Liberty Energy Midstates to take ownership of the Midstates Utilities in a manner 185 

that will be seamless to customers, regulators and other stakeholders. Transition 186 

plans are being developed by Joint Leadership Teams (each business function 187 

has a senior leader from each company) and these teams are developing their 188 

plans with the understanding that Atmos will provide continuing services to 189 

Liberty Energy Midstates in any area where Liberty Energy Midstates cannot be 190 

ready to perform the necessary services on ‘Day 1” (being the date the 191 

transaction closes).  Liberty Energy Midstates is committed to providing 192 

comparable services to what exists today and Atmos  is committed to maintaining 193 

current performance levels in any area where they will be supporting Liberty 194 

Energy Midstates in the short term.  195 

The Transition Planning Process is being managed through a dedicated Project 196 

Management Office that reports to a Steering Committee made up of Senior 197 

Executives of both Companies (Messrs Pasieka and Akers). The PMO is staffed 198 

with employees with deep industry and functional experience who have managed 199 

complex transitions in the past. A robust Governance process will be used to 200 

track progress of all the plans and to identify risks, issues and corrective action 201 

that may be required during the transition.  202 

As part of this Transition Planning effort, Liberty Energy Midstates’ functional 203 

leaders have visited Atmos’ operations in Iowa, Illinois, and Missouri as well as in 204 

Texas and Louisiana to review and contrast the current operating model and 205 

practices with Liberty Energy Midstates’ planned approach.  This process has 206 

given us confidence that we can meet the current operating standards, 207 
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processes and regulatory rules required in the relevant jurisdictions when we 208 

take full control of the operations and the process has identified the areas where 209 

Liberty Energy Midstates will need continuing services from Atmos for a transition 210 

period. 211 

The detailed project plans to support this transition effort are very close to being 212 

completed and will be filed with the Commission as soon as they are completed. 213 

These plans address the transfer of existing staff from Atmos to Liberty, hiring 214 

and training of new staff, documentation of processes, policies, and operating 215 

procedures, development, testing and implementation of appropriate systems, 216 

transfer of documentation and records, preparation of facilities, contracts with 217 

vendors and communication activities aimed at various stakeholders.  218 

 I believe some of the misunderstanding may result from the fact that the data 219 

requests are for copies of studies. However, the outcome of these investigations 220 

are not necessarily in abstract studies or reports, but rather in operational plans 221 

such as service schedules and in education and preparation of the relevant 222 

personnel. Liberty Energy Midstates has developed a strong working knowledge 223 

of how Atmos operates and maintains its system and is confident that it can 224 

continue to provide safe, reliable, high quality and cost effective services to the 225 

customers of the Midstates Utilities. 226 

Q. Please respond to Mr. Seagle’s concerns regarding Liberty Energy 227 

Midstates lack of information on how it plans to operate a natural gas 228 

distribution system. 229 
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A. Mr. Seagle’s concerns appear to be two fold.  First, Mr. Seagle is concerned 230 

about the lack of information on our gas procurement and dispatch plans.  231 

Second, Mr. Seagle is concerned about the lack of information on how we plan to 232 

operate and maintain the Midstates Utilities. 233 

The gas procurement team we have in place has an average of twenty years 234 

experience in key local distribution company functional areas including gas 235 

control, resource planning/forecasting, commodity procurement and trading, 236 

scheduling, invoice reconciliation/accounting, and overall portfolio management.  237 

The team is lead by Chico DaFonte, who has over twenty five years of 238 

operations, planning, trading, procurement and portfolio management experience 239 

for six local distribution companies in four states covering New England and the 240 

Midwest.  The other current members of the gas procurement team include two 241 

gas schedulers/retail choice administrators, Debbie Gilberston and Candice 242 

Bogdan who have a combined thirty two years of experience in the natural gas 243 

industry, and a gas planner, Marty DeBruin who has who has twenty one years of 244 

natural gas industry experience.  We are currently actively recruiting for a second 245 

gas planner as well as a load research and forecast analyst.  The team has 246 

experience working with twelve utilities ranging in size from 40,000 customers to 247 

over 2,000,000 in seven states from the Northeast to the Midwest.  In addition, 248 

the Liberty team has managed transportation capacity on over eighteen pipelines 249 

in the U.S. and Canada. Copies of the members’ curriculum vitae are attached 250 

hereto as Exhibit 5.6. 251 
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As outlined in the Gas Supply and Control CSA Schedule (Confidential 252 

Supplemental Attachment RWB 1.05), during the transition period Atmos will 253 

continue to perform the day to day gas procurement and dispatch activities.  254 

During this time, the Liberty gas procurement team will shadow Atmos to learn 255 

the particularities of the Midwest Utilities’ system.  It is important to recognize that 256 

the team already has the skills necessary to provide gas supply and dispatch 257 

services.  Therefore, this transition period is devoted solely to learning about the 258 

specific services and needs of the Midwest Utilities system.    259 

Mr. Seagle’s testimony regarding ENG 1.09 and ENG 1.11 may be somewhat 260 

confusing taken separately from the data requests themselves. Mr. Seagle stated 261 

that the responses to ENG 1.09 and ENG 1.11 indicate that no studies exist 262 

regarding Liberty Energy Midstates’ plan to operate Atmos’ natural gas 263 

distribution system post-acquisition. This overly broad characterization of the 264 

responses is misleading. Data requests ENG 1.09 and 1.11 are more narrow in 265 

scope, they focus solely on gas procurement issues.  266 

ENG 1.09 related particularly to studies regarding the gas procurement functions. 267 

On the day of close, Liberty Energy Midstates does not plan to make any 268 

changes to Atmos’ gas supply and materials procurement methods.  If during the 269 

transition period, the gas procurement team identifies practices or procedures 270 

that would benefit customers those changes will be implemented after the 271 

transition period.  272 
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ENG 1.11 related particularly to integration studies “to investigate the potential to 273 

achieve additional operational efficiency through using the combined utilities’ 274 

pipeline transportation capacity, leased storage assets, owned storage assets, 275 

purchases of gas supply, hedging activities, and other gas supply related 276 

functions in conjunction with each other versus operating them separately”. 277 

Because Liberty Utilities Co. does not own any natural gas local distribution 278 

companies at this time, the gas procurement team has not undertaken an 279 

integration study.  After closing of this transaction and the acquisition of 280 

EnergyNorth Natural Gas Inc., the gas procurement team will evaluate whether 281 

and how to integrate gas supply functions. Copies of these data request 282 

responses (which also include the request) are attached to my testimony as 283 

Exhibit 5.1 and Exhibit 5.2. 284 

Both data requests are separate from an examination of the operation of the 285 

utility post-closing, which we have spent a great deal of time studying and 286 

planning for as indicated in my testimony and elsewhere. 287 

Q. Have the joint applicants provided additional information regarding the 288 

scope of services currently provided by Atmos to its Illinois customers? 289 

A.  Yes. As Mr. Seagle and Mr. Bridal both indicated in their direct testimony, the 290 

joint applicants were in the process of creating service schedules to the 291 

Continuing Services Agreement that identify the services currently provided by 292 

Atmos to operate the Midstates Utilities. The draft service schedules have since 293 

been provided to Staff and are attached to my rebuttal testimony as Exhibit 5.3. 294 
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Exhibit 5.3 contains proprietary information and is provided on a confidential 295 

basis. 296 

 These schedules detail the services that Atmos will continue to provide following 297 

the proposed reorganization for a transition period. After the transition period, 298 

Liberty Energy Midstates will provide these services itself or acquire them from a 299 

different vendor. I hope that the provision of these schedules has addressed 300 

Staff’s concern on this point. 301 

Q. Have the joint applicants provided other information regarding Atmos’ 302 

current and Liberty’s plans for capital expenditure and its operation and 303 

maintenance expense budgets? 304 

A. A projected Illinois operation and maintenance budget was provided to Staff in 305 

our supplemental response to RWB 1.03. This is attached to my rebuttal 306 

testimony as Exhibit 5.4. Exhibit 5.4 contains proprietary information and is 307 

provided on a confidential basis. Liberty Energy Midstates has examined in detail 308 

Atmos’ existing capital expenditure budget and plans to adopt that budget as of 309 

the reorganization. It has not identified any changes that it wishes to make at this 310 

time to this budget. Of course, if it does identify changes prior to closing it would 311 

certainly be willing to notify Staff of those changes. 312 

Q. How does Liberty Energy Midstates intend to meet Illinois’ requirements 313 

regarding meter accuracy testing? 314 

A. Mr. Seagle correctly notes in his direct testimony that Liberty Energy Midstates 315 

would prefer after the transition period to hire a third party vendor that is located 316 

in Illinois. Liberty Energy Midstates has subsequently updated its response to 317 
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Staff data request ENG 1.14. This is attached to my rebuttal testimony as Exhibit 318 

5.5 to clarify that if Liberty Energy (Midstates) is unable to find a third party 319 

vendor located in Illinois, it will use a third party vendor that is not located in 320 

Illinois. We are aware of third party vendors that provide meter accuracy testing 321 

in Illinois that are based outside of the state. In fact, Atmos currently uses a third 322 

party vendor based outside of Illinois for its Illinois meter accuracy testing, 323 

specifically Elster Meter Services..  324 

Q. Please respond to Mr. Seagle’s statements regarding actions to be taken by 325 

an acquiring company? 326 

A.  Liberty Energy Midstates has, as Mr. Seagle believes would be typical, identified 327 

all services currently provided by Atmos to its customers in Illinois. It has also 328 

examined the standards and procedures used to operate and maintain its utility 329 

system. Based on that review, Liberty Energy Midstates has determined as a 330 

general matter to adopt those standards and procedures and keep the Midstates 331 

Utilities running as they currently do. Liberty Energy Midstates has also decided 332 

to retain all of the current employees in the service areas.  The primary change is 333 

Liberty Energy Midstates local focus.  The major difference in how we will 334 

operate the business is that Liberty Utilities Co. uses a de-centralized approach 335 

to operating its regulated utilities business, emphasizing the importance of local 336 

management and local control of business operations in structuring its 337 

operations.  This model generally allows decisions to be made faster, and in a 338 

manner that is sensitive to local customers’ needs. Liberty Energy Midstates will 339 

also answer customer phone calls with staff that will be located in the service 340 
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territory. Liberty Energy Midstates also plans to expand the range of services 341 

available to customers in local walk-in offices (for example accepting payments 342 

and new service applications). Our philosophy is that the best way to meet the 343 

needs of customers and regulators is when the people making the operating 344 

decisions affecting the communities they serve are located near those customers 345 

and are in easy, regular, close contact with customers and regulators.  346 

Our approach of keeping a steady state operation except where we believe we 347 

can make changes that enhance operations ensures that the proposed 348 

reorganization will not diminish the ability of the Midstates Utilities to provide 349 

adequate, reliable, efficient, safe and least-cost public utility service. 350 

Q. Will Liberty Energy Midstates be able to replicate the services currently 351 

provided by Atmos to customers in Illinois? 352 

A. Yes. First of all, for the most part Liberty is acquiring the personnel and assets 353 

that Atmos currently uses to provide service within Illinois. Thus, the basic ability 354 

to provide service will remain intact at the local level. The only missing 355 

components are those shared services that are currently provided from Atmos 356 

personnel located outside of the service territory. 357 

 It is these services that are the focus of our transition planning efforts. As 358 

indicated, we have identified all of the necessary services and determined a 359 

means to provide them on closing.  Any services that Liberty Energy Midstates is 360 

not able to provide at closing will be provided by Atmos pursuant to the 361 

Continuing Services Agreement.   During the transition period Liberty Energy 362 
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Midstates will replicate those services, most often from within the Midstates 363 

Utilities service region in keeping with Liberty Utilities Co.’s emphasis on local 364 

control. 365 

Q. Please comment on Mr. Seagle’s remarks regarding the timing of certain of 366 

Liberty Energy Midstates’ actions and decisions in preparation for the 367 

transaction? 368 

A. Mr. Seagle expressed concern that with respect to a number of issues Liberty 369 

Energy Midstates is, or was, still in the process of taking actions and making 370 

decisions. I would characterize this concern to be an issue of timing. Certainly 371 

Liberty Energy Midstates understands that it needs to take actions identified by 372 

Mr. Seagle, and we will do so. However, even under the most fortuitous 373 

circumstances the transaction will not close for a number of months and we are 374 

proceeding on a time frame that takes that into account.  375 

 For example, Mr. Seagle identifies the fact that Liberty Energy Midstates has not 376 

already hired a meter testing vendor as a reason that Liberty has not done a 377 

thorough enough review. However, it is not the right time to hire a vendor. 378 

Vendors for this service exist, including the vendor currently used by Atmos 379 

(operating in Illinois though not necessarily based in Illinois). We will be able to 380 

hire one of those vendors, but entering into a contract this long before closing 381 

would be premature. Likewise, I believe it would not be a good use of time to 382 

conduct integration studies when there are no significant operations to integrate. 383 

 Where possible, Liberty Energy Midstates is accelerating its production of 384 

information in response to Staff requests. Certainly, wherever feasible we want to 385 
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provide answers to Staff and put them in a position to recommend that the 386 

Commission approve the proposed reorganization. For example, since Staff filed 387 

its prefiled direct testimony we have provided detailed budgets, forecasts and the 388 

service schedules, among other information. We hope that this information 389 

enables Staff to make a favorable recommendation. 390 

 Our efforts in this regard are ongoing. More information will be available, and we 391 

are happy to share that information with Staff. However, I also suggest that now 392 

that Staff’s initial information requests have been answered, it might be helpful to 393 

focus on the fact that Liberty Energy Midstates has the right people in place and 394 

are taking the necessary steps to ensure seamless operation when the 395 

transaction actually closes. 396 

Q.  Please address Mr. Seagle’s concern regarding identification of the 397 

certificates of public convenience and necessity previously held by United 398 

Cities Gas Company? 399 

A. Mr. Martin addresses the manner in which Atmos holds certificates of public 400 

convenience and necessity to operate in Illinois. Insofar as Mr. Seagle would like 401 

to obtain Commission records of grants of authority to United Cities and its 402 

predecessors, obviously Liberty Energy Midstates does not have any of those 403 

certificates and there is not much I can offer on that subject as it relates to prior 404 

issuances. 405 

However, Liberty Energy Midstates has reviewed the issuance of certificates to 406 

Atmos in Docket 96-0437, and understands that it is obtaining the same service 407 

territory and obligations obtained by Atmos in that docket.  408 
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More importantly, Liberty Energy Midstates is well aware of the service territory it 409 

is buying and its service obligations. I have been through a detailed review of the 410 

service area, I have visited the service area in person and have examined maps 411 

of the service area. As an officer of the buyer, I have examined the service area 412 

and service obligations in the context of the due diligence investigation leading 413 

up to our offer to purchase the Midstates Utilities, and as interim President of 414 

Liberty Energy Midstates I continue that examination as we plan to take over the 415 

assets and operate the business following consummation of the proposed 416 

transaction. 417 

Q.  Please respond to Mr. Seagle’s concern that understanding Atmos’ 418 

operations in Illinois requires a comprehensive list of certificates? 419 

A. In making an acquisition, a buyer will typically assure itself that its seller has the 420 

necessary authorizations to operate its business. In this case, Atmos clearly was 421 

issued these particular authorizations in Docket 96-0437. To the extent Mr. 422 

Seagle is referring to this understanding, Liberty Energy has assured itself of this 423 

through its review of that order. 424 

Understanding the scope of the service territory and obligations of the company 425 

you are purchasing is also critical, as Mr. Seagle points out, but the fact that 426 

neither Atmos nor the Commission has identified a complete list of issuances of 427 

certificates to United Cities and its predecessors does not harm Liberty Energy 428 

Midstates ability to be aware of Atmos’ operations in Illinois. Liberty Energy 429 

Midstates is aware of these operations from the intensive and multifaceted due 430 

diligence investigation and the significant transition effort I discussed earlier. We 431 
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also must not forget that the employees who operate these assets in Illinois will, 432 

upon the closing, become employees of Liberty Energy Midstates. Thus Liberty 433 

Energy Midstates, its customers, and the Commission will be assured of a 434 

continuity of operational knowledge at ground level.  435 

All of this indicates the strong working knowledge of all aspects of the operation 436 

of a natural gas distribution system in Illinois that Liberty Energy Midstates has 437 

obtained and will have at the closing of the proposed transaction.  438 

Q.  Is Liberty Energy Midstates willing to work with Staff to find other ways to 439 

address its concerns regarding an identification of the service territory? 440 

A. Yes. Liberty Energy Midstates is agreeable to addressing Mr. Seagle’s concerns 441 

in alternative ways, such as including a description of the service territory and 442 

any other relevant information in a Commission order granting new certificates to 443 

Liberty Energy Midstates. We would be happy to work with Staff on this or 444 

another proposal that addresses the concerns of Mr. Seagle. 445 

Q. How would you characterize the concerns of Mr. Bridal? 446 

A. Mr. Bridal states that the joint applicants have not supplied sufficient information 447 

for him to make a determination under section 7-204(b)(7) that the proposed 448 

reorganization is not likely to result in any adverse rate impacts on retail 449 

customers.  450 

Q. What is your general response to the concerns of Mr. Bridal? 451 

A. To start with, I am confident that the proposed reorganization is not likely to result 452 

in any adverse rate impacts on the customers of the Midstates Utilities. There is 453 
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no reason to believe it would cost us more to operate the Midstates Utilities than 454 

the current cost structure indicates. 455 

 As for the additional information requested by Mr. Bridal, the joint applicants 456 

provided supplemental responses to the data requests Mr. Bridal identifies as 457 

deficient shortly before his testimony was filed. In fairness to Mr. Bridal, the 458 

timing of the submission of the supplemental responses did not provide him 459 

proper time to review the supplemental information prior to filing his testimony. I 460 

feel these supplemental responses address Mr. Bridal’s concerns.  461 

Q. Have the joint applicants provided additional information responsive to Mr. 462 

Bridal’s concern that the joint applicants had not provided documentation 463 

in support of the need to hire the approximately 25 additional full time 464 

employees throughout the Midstates Utilities service area? 465 

A. Yes. Mr. Bridal recommended that the joint applicants supplement their 466 

responses to Staff data request RWB 1.03. The joint applicants submitted a 467 

supplemental response to RWB 1.03 (attached to my rebuttal testimony as 468 

Exhibit 5.4) on November 11, 2011. This included a preliminary budget for Illinois 469 

as a confidential supplemental attachment in response to Staff data request 470 

RWB 1.03(a) and an itemized estimate of job title and projected cost for each 471 

additional employee was provided as a confidential supplemental attachment in 472 

response to Staff data request RWB 1.03(b). 473 

 To sum up these responses, although the increase in local labor will result in an 474 

estimated increase of $232,000 over Atmos’ labor costs, the labor costs are 475 

partially offset by the difference between Liberty Energy (Midstates’) Corporate 476 
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non-labor allocated costs and Atmos’ Corporate non-labor allocated costs and 477 

lower depreciation expense.  The net impact is an overall increase of $71,000, 478 

which will not have a material impact on rates. 479 

Q. Have the joint applicants provided the Continuing Service Agreement 480 

schedules and projected costs? 481 

A. Yes, the draft services schedules referred to earlier and contained in Exhibit 5.3 482 

(which is attached to my rebuttal testimony) include projected costs associated 483 

with each service. 484 

Q. Have the joint applicants provided information about how they will obtain 485 

the necessary services and their expected costs after the transition period? 486 

A. Yes. After the transition period, Liberty Energy Midstates will provide the 487 

necessary services.  The confidential preliminary Illinois budget referred to earlier 488 

and contained in Exhibit 5.4 (which is attached to my rebuttal testimony) contains 489 

the expected costs of directly providing the necessary services after the transition 490 

period.  491 

Q. Do you believe the additional information provided will allow Mr. Bridal to 492 

recommend that the Commission find that the proposed reorganization is 493 

not likely to have any adverse rate impact on retail customers? 494 

A. Yes, I believe the additional information addresses the requests Mr. Bridal had 495 

for additional information. 496 

Q. Referring to Mr. Burk’s recommendation that the Commission verify that 497 

Liberty Energy Midstates has provided the appropriate Pipeline Safety 498 
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plans and procedures before approval, does Liberty Energy Midstates 499 

agree with recommendation? 500 

A. Yes, Liberty Energy Midstates is committed to safety. Liberty Energy Midstates is 501 

adopting Atmos’ current procedures, subject to those procedures being tailored 502 

to the specific assets being purchased. Liberty Energy Midstates has provided 503 

these updated procedures and documentation as supplemental responses to 504 

data requests PS 2.01 through 2.09. Based on Mr. Burk’s testimony I believe this 505 

will address his concerns. 506 

Q. Does this conclude your testimony? 507 

A. Yes. 508 


