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Q. Please state your name and business address. 1 

A. My name is Peter Eichler. My business address is 2845 Bristol Circle, Oakville, 2 

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 2.0. 6 

Q. What is the purpose of your rebuttal testimony? 7 

A. The purpose of my rebuttal testimony is, generally speaking, to respond to the 8 

testimony of Staff Witnesses in this proceeding. In particular, I address (1) the 9 

required finding under Section 7-204(b)(7) of the Public Utilities Act, that the 10 

proposed reorganization is not likely to result in any adverse rate impacts on 11 

retail customers; and (2) the proposed Affiliate Services Agreement.** 12 

Q. Are you sponsoring any exhibits with your testimony? 13 

A. Yes. I am sponsoring the following exhibits: 14 

  Exhibit 7.1 – Responses to RWB 3.02 – 3.05. 15 

  Exhibit 7.2 – Affiliated services agreement  16 

  Exhibit 7.3 – Cost Allocation Manual  17 

  Exhibit 7.4 – Responses to BAP 5.01 and BAP 5.02 18 

Q. How do you respond to Staff witness Pearce’s statement that it is unclear 19 

whether APUC or any of its affiliates have registered with FERC as a 20 

holding company? 21 

A. As indicated in our response to RWB 3.02 (Exhibit 7.1), the APUC Holding 22 

Company System has been reported to FERC. As indicated by Exhibit 7.1, to the 23 
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best of my knowledge, we are in material compliance with the following 24 

regulations identified by Staff witness Pearce: 25 

1) 18 CFR 366, Regulations under the Public Utility Holding Company Act of 26 

2005, Federal Power Act, and Natural Gas Act; 27 

2) 18 CFR 367, Uniform System of Accounts for Centralized Service 28 

Companies subject to the Provisions of the Public Utility Holding Company Act of 29 

2005, Federal Power Act, and Natural Gas Act; and 30 

3) 18 CFR 368, Preservation of Records of Holding Companies and Service 31 

Companies. 32 

Q. Please summarize Staff witness Pearce’s concerns as they relate to 33 

Section 7-204(b)(3) of the Public Utilities Act. 34 

A. Section 7-204(b)(3) requires the Commission, prior to approving a proposed 35 

reorganization, to find that costs and facilities are fairly and reasonably allocated 36 

between utility and non-utility activities in such a manner that the Commission 37 

may identify those costs and facilities which are properly included by the utility for 38 

ratemaking purposes. Staff witness Pearce’s concerns primarily relate to the 39 

Affiliate Services Agreement proposed to be entered into between Liberty Energy 40 

Midstates and certain affiliated interests. 41 

Q. Generally, what has Liberty Energy Midstates done to address Staff 42 

witness Pearce’s concerns regarding the Affiliate Services Agreement? 43 

A. Staff witness Pearce’s testimony refers to the form of Affiliate Services 44 

Agreement attached to the joint application at the start of this docket. At the 45 

request of Staff, however, and based on discussions with them, we have 46 
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completely rewritten the Affiliate Services Agreement. A revised Affiliate Services 47 

Agreement was submitted to Staff on November 1, 2011. We subsequently 48 

received additional feedback from Staff and filed a further revised Affiliate 49 

Services Agreement on December 14, 2011.  A copy of this further revised draft 50 

and associated draft Cost Allocation Manual (“CAM”) is attached to my testimony 51 

as Exhibit 7.2 and 7.3. 52 

  53 

 With certain exceptions, we do not disagree with the changes requested by Ms. 54 

Pearce in her direct testimony. In fact, the November 1 version of the Affiliate 55 

Services Agreement already reflected many of the changes that Ms. Pearce 56 

identified as necessary. However, we do recognize that there is additional work 57 

that the parties have to do to find acceptable language and approaches 58 

incorporating these changes. And as mentioned, there are some exceptions 59 

where the parties disagree, which I will discuss. 60 

Q. Does the current draft Affiliate Services Agreement clearly identify what 61 

services will be provided by what entity and for what entity? 62 

Yes. In response to comments from Staff, the Affiliate Services Agreement 63 

clearly identifies what services will be provided by what entity and for what entity. 64 

We hope that our revisions resolve this issue. 65 

Q. What has Liberty Energy Midstates done to address Staff witness Pearce’s 66 

concern that the Affiliate Services Agreement should make it clear whether 67 

the CAM is attached?   68 
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A. The most recent version of the Affiliate Services Agreement makes clear that the 69 

CAM is incorporated into the Affiliate Services Agreement and therefore subject 70 

to Commission review and approval.   This change addresses Ms. Pearce’s 71 

concern that changes could be made to the cost allocation methodology without 72 

Commission approval.   73 

Q. How has Liberty Energy Midstates addressed Staff Witness Pearce’s 74 

concern that the CAM does not include Liberty Energy Midstates or Liberty 75 

Energy (New Hampshire)? 76 

A. The CAM provided to Staff with the Application was out of date. Since that time, 77 

Liberty Energy Midstates has significantly revised the CAM and provided the 78 

updated CAM to Staff on November 23. The revised version corrected this 79 

problem among many others. 80 

Q. How do you respond to Staff witness Pearce’s concern that the CAM was 81 

unclear on certain administrative functions? 82 

A. Staff witness Pearce is correct that the CAM could have been clearer. The 83 

revised CAM remedies this issue as well. 84 

Q. How has the Company addressed Staff witness Pearce’s concern that 85 

Affiliate Services Agreement should clearly set forth the cost allocation 86 

guidelines? 87 

A. In response to Ms. Pearce’s concern, we have revised the Affiliate Services 88 

Agreement to formally incorporate the CAM, which contains the cost allocation 89 

guidelines.   90 
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Q. How does Liberty Energy Midstates respond to Staff’s witness Pearce’s 91 

concern that the Affiliate Services Agreement should apply to all 92 

transactions between provider and affiliates of Liberty Energy Midstates? 93 

A. We do not believe this is appropriate. As mentioned by Ms. Pearce, the Affiliate 94 

Services Agreement does not cover transactions that do not relate to the 95 

Company’s Illinois jurisdiction or transactions that are not required to be 96 

approved by the ICC. We do not believe it is appropriate to include transactions 97 

that the Commission does not have jurisdiction over or transactions that are 98 

exempt from Commission approval. Because the Commission does not have or 99 

has elected not to exercise approval authority over these transactions, it would 100 

not make sense for us to include them in an agreement requiring Commission 101 

approval. In addition to being questionable legal practice, this would be 102 

unworkable from a practical standpoint. For example, if a transaction was exempt 103 

from approval because it was an award to an affiliate done through competitive 104 

bidding, the requirement to include it in this agreement would mean that any such 105 

award would have to go through an approval process (because the terms would 106 

be set by the bidding process rather than this agreement, and so it would be a 107 

change to this agreement). That would defeat the purpose of the exemption and 108 

effectively make it unavailable. 109 

 In any case, this is a legal matter to be discussed by counsel. However it is one 110 

of the areas where we believe there is currently a disagreement. 111 

Q. How does Liberty Energy Midstates respond to Staff’s recommendation 112 

that there should be separate affiliate agreements for each provider? 113 
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A. It is unclear to Liberty Energy Midstates why separate agreements are desired. In 114 

response to Ms. Pearce’s concerns, we have clearly articulated which services 115 

will be provided by which entity, and we have agreed to seek Commission 116 

approval for the addition of any party to the agreement.  We hope these changes 117 

address Ms. Pearce’s underlying concern and therefore obviate the need for 118 

separate affiliate agreements.   119 

Q. How has Liberty Energy Midstates responded to Staff’s recommendation 120 

that the cost apportionment methodology be established in the Affiliate 121 

Services Agreement? 122 

A. The CAM has been formally incorporated into the Affiliate Services Agreement 123 

and therefore the cost apportionment methodology is included in the Affiliate 124 

Services Agreement approved by the Commission.  125 

Q.  How has Liberty Energy Midstates responded to Staff’s recommendation 126 

that the NARUC guidelines not be incorporated by reference? 127 

A. The reference to the NARUC guidelines has been removed from the Affiliate 128 

Services Agreement.  Although, the NARUC guidelines are still attached to the 129 

CAM for reference, they do not trump the cost allocation methodology outlined in 130 

the CAM.  We hope these changes remove any ambiguity about how costs will 131 

be charged and allocated.   132 

Q. Does Liberty Energy Midstates agree that an audit of transactions should 133 

be conducted? 134 

A. As indiated by Ms. Pearce in her direct testimony, Liberty Energy Midstates will 135 

certainly comply with 83 Ill. Admin. Code Part 506.30, which requires biennial 136 
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internal audits, as well as the other provisions of Part 506. However, Liberty 137 

Energy Midstates does not believe it is appropriate or necessary to institute a 138 

separate annual audit requirement that goes beyond the Commission’s rules. 139 

Liberty Energy Midstates believes that it would be unduly burdensome and costly 140 

for such a relatively small utility to be required to exceed the standard set by 141 

Commission rules. This is another area of disagreement with Staff regarding the 142 

Affiliate Services Agreement. 143 

Q. Please summarize Staff witness Pearce’s concerns as they relate to 144 

Section 7-204(b)(5) of the Public Utilities Act. 145 

A. Section 7-204(b)(5) requires the Commission, prior to approving a proposed 146 

reorganization, to find that the utility will remain subject to all applicable laws, 147 

regulations, rules, decisions and policies governing the regulation of Illinois public 148 

utilities. Ms. Pearce points out that the joint applicants have stated on a number 149 

of occasions that upon the consummation of the proposed reorganization, Liberty 150 

Energy Midstates would be subject to all such laws, regulations, rules, decisions 151 

and policies. She does not dispute this, but she states the Commission’s finding 152 

must go beyond what is set forth in the statute such that the Commission must 153 

also consider whether the Company will be able to comply with them. Her 154 

concerns in this regard relate primarily to the Affiliate Services Agreement, and I 155 

believe I have addressed these in my testimony. 156 

Q. Have the joint applicants provided preliminary accounting entries to Staff 157 

as requested by Staff witness Pearce? 158 
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A. Yes. The joint applicants have both provided detailed preliminary accounting 159 

entries to Staff in data requests BAP 5.01 and BAP 5.02. Copies of these entries 160 

are attached to my testimony as Exhibit 7.4. 161 

Q. Does this conclude your testimony? 162 

A. Yes. 163 


