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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. Are you the same Brett Seagle that previously provided testimony in this 4 

proceeding? 5 

A. Yes.  I previously presented direct testimony in this proceeding, ICC Staff Exhibit 6 

1.0. 7 

Q. What is the purpose of your Rebuttal Testimony? 8 

A. My rebuttal testimony responds to the rebuttal testimony of Atmos Energy 9 

Corporation (“Atmos”) and Liberty Energy (Midstates) Corp. (“Liberty”) 10 

(collectively the “Joint Applicants” or JAs) witnesses David Pasieka and Mark 11 

Martin. 12 

 Additionally, I will identify the witnesses for the Staff of the Illinois Commerce 13 

Commission (“Staff”) who are providing rebuttal testimony in this case and briefly 14 

summarize the positions those witnesses are taking in their rebuttal testimony. 15 

Q. What recommendations did you make in your Direct Testimony? 16 

A. I concluded that Joint Applicants had not met the requirements of Section 7-203 17 

and Subsection 7-204(b)(1) of the Public Utilities Act (“the Act”); therefore, I 18 
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recommended that the Commission decline to approve the  proposed 19 

reorganization. 20 

 Further, I recommended that Joint Applicants provide supplemental 21 

documentation respecting portions of the requirements of Section 7-203, 22 

specifically, a list of Certificates of Public Convenience and Necessity 23 

(“Certificates”) that Atmos holds currently in Illinois. 24 

 Finally, I recommended that Liberty provide all the additional information it has 25 

that demonstrates that Liberty meets the requirements of Subsection 7-204(b)(1). 26 

Q. What are your current recommendations? 27 

A. To date, the JAs’ have failed  to provide a complete and comprehensive listing of 28 

Certificates that Atmos currently holds and intends to transfer to Liberty.  For that 29 

reason, I continue to conclude the JAs have failed to meet their obligations under 30 

Section 7-203. 31 

 Regarding Subsection 7-204 (b)(1) of the Act, the JAs provided sufficient 32 

information since I filed my Direct Testimony to alleviate my original concerns 33 

regarding whether the JAs demonstrated that the proposed reorganization will 34 

not diminish Liberty’s ability to provide adequate, reliable, safe, and least-cost 35 

utility service. Other than supporting Staff witness Bridal’s recommended 36 

conditions regarding variations of its operation and maintenance budgets and 37 

capital expenditures, I have no further concerns on about the JA’s ability to 38 
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provide adequate, reliable, safe, and least-cost utility service.  Subject to the 39 

Commission imposing the conditions recommended by Mr. Bridal, I recommend 40 

that the Commission find that the reorganization will not diminish Liberty’s ability 41 

to provide adequate, reliable, safe, and least-cost utility service as required by 42 

Subsection 7-204 (b)(1) of the Act. 43 

 I recommend that the Commission impose two specific conditions on Liberty 44 

regarding continued compliance with all conditions that the Commission will 45 

establish in the Final Order if the Commission approves the proposed 46 

transaction. 47 

 First, I recommend that the Commission require Liberty to file a semi-annual 48 

compliance report on the Commission’s e-Docket system in this proceeding, 49 

reporting on Liberty’s progress toward satisfying each condition the Commission 50 

imposed on Liberty in this case, and that the Commission continue this reporting 51 

requirement until Liberty has satisfied all of the Commission’s conditions or until 52 

Liberty petitions the Commission and receives Commission approval to cease 53 

filing the required reports, whichever comes first. 54 

 Second, I recommend that the Commission require the chief executive officer of 55 

Liberty to appear before the Commission each year on an ongoing basis to report 56 

on Liberty’s progress toward and continuing compliance with the Commission’s 57 

Final Order in this case.  I make this recommendation to help the Commission to 58 
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remain aware of Liberty’s compliance with the many commitments and 59 

requirements set forth in the Final Order for this proceeding. 60 

Summary of Staff’s Rebuttal Testimony 61 

Q. Please identify the Staff witnesses providing rebuttal testimony in this 62 

proceeding. 63 

A. The following Staff witnesses from the Commission’s Energy Division (“EDIV”) 64 

and Financial Analysis Division (“FAD”) are providing rebuttal testimony in this 65 

proceeding: 66 

 ICC Staff Exhibit 7.0, Brett Seagle, Engineering Program, EDIV, 67 

 ICC Staff Exhibit 8.0, Janis Freetly, Finance Program, FAD, 68 

 ICC Staff Exhibit 9.0, Richard Bridal, Accounting Program, FAD, 69 

 ICC Staff Exhibit 10.0, Bonnie Pearce, Accounting Program, FAD, 70 

 ICC Staff Exhibit 11.0, Darin Burk, Pipeline Safety Program, EDIV. 71 

Q. Please summarize Ms. Freetly’s rebuttal testimony, ICC Staff Exhibit 8.0. 72 

A. Ms. Freetly addresses Subsections 7-204(b)(4) and (b)(7) and Section 6-103 of 73 

the Act. Ms. Freetly concludes that the evidence provided by Liberty Utilities has 74 

not established that it has the ability to raise sufficient debt capital through private 75 

placement on reasonable terms as is required by Subsection 7-204 (b)(4) of the 76 
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Act.  Ms. Freetly has identified two conditions that the Commission should 77 

impose, which would demonstrate whether Liberty Utilities can raise the 78 

necessary debt.  Ms. Freetly recommends the Commission only make the finding 79 

required pursuant to Section 7-204(b)(4) of the Act if Liberty files (1) both a letter 80 

from a credit rating agency confirming that the proposed debt issuance will be 81 

rated at least BBB/Baa2 and a certification from Liberty Utilities’ CEO or CFO 82 

that it received no oral or written statements from any credit rating agencies 83 

indicating that the proposed debt issuance will be rated lower; and (2) a copy of a 84 

revolving credit facility with a principal amount of at least $60 million. 85 

 Further, regarding Section 7-204(b)(7) of the Act, Ms. Freetly states that Liberty 86 

did not address her concerns that the higher equity ratio could result in an 87 

adverse rate impact.  Therefore, any finding by the Commission that the 88 

proposed reorganization is not likely to result in any adverse rate impacts should 89 

be contingent upon the Commission imposing a condition that caps the common 90 

equity ratio it will use in the future for ratemaking purposes.  Ms. Freetly details 91 

this capital structure condition as follows: for the next rate proceeding for Liberty, 92 

the Commission will set the cost of capital using the lower of (1) Atmos’ equity 93 

ratio as of September 30, 2011 (including short-term debt) or (2) Liberty’s actual 94 

capital structure. 95 

 Finally, Ms. Freetly states that in her judgment, the proposed reorganization 96 

satisfies the requirements of Section 6-103 of the Act.  Further, Ms. Freetly states 97 

that in the event the Commission approves the reorganization and it is 98 
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consummated, Liberty agrees to, and the Commission should require that Liberty 99 

file a compliance report in this docket with a copy to the Manager of the 100 

Commission’s Finance Department that describes Liberty’s post-merger capital 101 

structure and identifies capital structure adjustments that result from the 102 

proposed reorganization.  Ms. Freetly adds that the Commission should also 103 

require Liberty to file a petition seeking Commission approval of the fair value 104 

study and the resulting capital structure for Liberty pursuant to Section 6-103 of 105 

the Act if the capitalization exceeds book value. 106 

Q. Please summarize Mr. Bridal’s rebuttal testimony, ICC Staff Exhibit 9.0. 107 

A. Mr. Bridal recommends that in order for the Commission to find that the 108 

reorganization will not result in any adverse rate impacts on retail customers, as 109 

required by Section 7-204(b)(7) of the Act, it should impose the following 110 

condition: 111 

 Liberty Energy Midstates should submit a report to the Commission on e-Docket 112 

with a copy to the Manager of the Commission’s Accounting Department by 113 

March 31, 2013 and in the annual appearance to the Commission that provides 114 

the following: 115 

a. The actual 2012 costs compared to the 2012 projected budget (JA 116 

Exhibit 5.4 and ICC Staff Ex. 9.0 Attachment A) with an explanation 117 

for each cost variation +/-15% from the budget as compared to 118 

actual results; 119 
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b. The 2013 budget compared to the actual 2012 costs with an 120 

explanation for each cost variation +/-15%; and 121 

c. A conclusion as to whether the acquisition of the utility operation of 122 

Atmos Illinois by Liberty Energy Midstates resulted in an adverse 123 

rate impact.  124 

 Further, Mr. Bridal recommends that the Commission make the following rulings 125 

regarding Section 7-204(c) of the Act: 126 

  1) All savings resulting from the proposed reorganization 127 

shall be flowed through to the costs associated with the regulated 128 

intrastate operations for consideration in setting rates by the 129 

Commission (Section 7-204(c)(i) of the Act); and 130 

  2) Any costs incurred in accomplishing the proposed 131 

reorganization in this or any future proceeding shall not be 132 

recoverable through Illinois jurisdictional regulated rates (Section 7-133 

204(c)(ii) of the Act). 134 

Q. Please summarize Ms. Pearce’s rebuttal testimony, ICC Staff Exhibit 10.0. 135 

A. Ms. Pearce recommends that in order for the Commission to make the required 136 

findings pursuant to Subsections 7-204 (b)(2), 7-204(b)(3), and 7-204 (b)(5) of 137 

the Act, it should require the Joint Applicants’ to modify their Affiliated Service 138 

Agreement (“ASA”) and Cost Allocation Manual (“CAM”)consistent with  the 139 
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changes reflected in Attachments A through F of her rebuttal testimony (ICC Staff 140 

Exhibit 10.0).  She also recommends the finding be contingent upon various 141 

other conditions set forth in her rebuttal testimony (ICC Staff Exhibit 10.0, pp.12-142 

21) and itemized below.   143 

 Ms. Pearce recommends the Commission find that the proposed accounting of 144 

the transaction is in material compliance with 83 Ill. Adm. Code 505, the Uniform 145 

System of Accounts for Gas Utilities Operating in Illinois; and that the ASA, as 146 

modified substantially in Attachments A through F, and subject to future review, 147 

is adequate to safeguard the public interest as required by Section 7-101 of the 148 

Act.   149 

 In the event the Commission requires the modifications in   Ms. Pearce’s 150 

proposed revisions to the ASA and CAM as set forth in Attachments A through F 151 

to her rebuttal testimony (ICC Staff Ex. 10.0);. Ms. Pearce recommends that 152 

Commission approval of the proposed transaction should be contingent on the 153 

following conditions: 154 

1. The new utility shall be liable to reimburse the Commission for any 155 

reasonable costs and expenses associated with an audit or 156 

inspection of books and records maintained outside Illinois; 157 

2. Midstates shall file the final accounting entries (with the corrections 158 

noted herein), including the actual amounts recorded by Midstates 159 

within 60 calendar days following the closing of the proposed 160 
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transaction with the Chief Clerk of the Commission with a copy of 161 

the filing to the Manager of the Accounting Department of the 162 

Commission; 163 

3. Midstates shall file the executed copy of the Asset Purchase 164 

Agreement and the executed ASA with the Chief Clerk of the Illinois 165 

Commerce Commission with a copy to the Manager of the 166 

Accounting Department of the Commission within fifteen (15) 167 

calendar days of the receipt of all regulatory approvals required for 168 

the proposed transaction to take effect.  If the proposed transaction 169 

has not been consummated within 60 calendar days of the date of 170 

the Order in this proceeding,  a status report should be required to 171 

be filed with the Chief Clerk with a copy to the Manager of 172 

Accounting, and further status reports every 90 calendar days until 173 

the executed copy of the final purchase agreement has been filed; 174 

4. Midstates is required to provide the Manager of Accounting of the 175 

ICC with a template of all allocation percentages used to charge 176 

Midstates pursuant to the ASA.  The template shall be provided 177 

within 60 days of closing the proposed transaction and shall be 178 

updated annually, with a copy provided to the Manager of 179 

Accounting no later than March 31; 180 
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5. Atmos Energy Corporation shall remain liable for all outstanding 181 

over-recovered purchased gas adjustment charges related to open 182 

dockets for reconciliation periods ending prior to closing of the 183 

proposed transaction; 184 

6. Midstates, its affiliate Liberty Utilities (Canada) Corp. (“LUC”), and 185 

all  of its affiliated service companies, such as Liberty Energy 186 

Utilities (New Hampshire) Corp. are prohibited from purchasing gas 187 

supply from an affiliated entity following the closing of the proposed 188 

transaction unless approval is petitioned for and granted by the; 189 

and, 190 

7. APUC and its affiliates are required to submit a petition under 191 

Section 7-101 of the Act for the Commission to consider the 192 

effectiveness of the ASAs approved in this proceeding prior to filing 193 

any request for an increase in rates, but in any case no later than 194 

September 30 of the year following the first full calendar year 195 

subsequent to closing the proposed transaction.  The petition shall 196 

indicate the costs recovered from Midstates for each accumulated 197 

calendar year through each ASA.  The allocated common costs 198 

shall be supported by exemplar allocation percentages for each 199 

service provided and must include all allocation percentages to 200 

account for 100% of the allocated costs; the direct charges to the 201 

various affiliates billed by each service company should also be 202 
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included.  After reviewing the results, the Commission may 203 

consider modifications to the ASAs. 204 

Q. Please summarize Mr. Burk’s rebuttal testimony, ICC Staff Exhibit 11.0. 205 

A. Mr. Burk states that it appears that Liberty has made a good faith effort to 206 

develop the plans and procedures necessary to maintain compliance with the 207 

federal standards codified under 49 CFR Sections 191, 192, 193, and 199 and 208 

44 adopted by the Commission in 83 Ill. Adm. Code 590, regarding pipeline 209 

safety. To assure that, subsequent to the reorganization, Liberty remains 210 

compliant with the Minimum Federal Safety Standards and the Illinois Gas 211 

Pipeline Safety Act, Mr. Burk recommends that the Commission order Liberty, 212 

upon approval of the reorganization, to address all issues identified during the 213 

plan and procedure review and subsequently conveyed via the Notice of 214 

Amendment (“NOA”) letter.  Mr. Burk states that the Commission should require 215 

Liberty to provide revised plans and procedures to the Pipeline Safety Program 216 

by the response date identified in the NOA letter and address all issues identified 217 

by that letter.   218 

Section 7-203 219 

Q. What did you recommend in your direct testimony regarding whether the 220 

JAs met the requirements of Section 7-203 of the Act? 221 
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A. I recommended that the Commission find that the JAs did not meet the 222 

requirements of Section 7-203 of the Act.  I also noted that the JAs needed to 223 

provide a complete and comprehensive listing of Certificates that Atmos currently 224 

holds and intends to transfer to Liberty. 225 

Q. How did the JAs respond to your recommendation regarding the 226 

documentation necessary to meet the requirements set forth in Section 7-227 

203 of the Act? 228 

A. The JAs’ witness, Mark Martin, in his rebuttal testimony, Exhibit 8.0, disagreed 229 

with my assessment that the JAs need to provide a listing of Certificates to meet 230 

the requirements of 7-203 of the Act and instead referred to the language from 231 

the Order in Docket 96-0437, where the Commission allowed United Cities to 232 

transfer all of its Certificates to Atmos, as evidence that the JAs met the 233 

requirements pursuant to Section 7-203.  Further, Mr. Martin indicates that Atmos 234 

is fully aware of its existing service area and service obligations and has 235 

conveyed that information to Liberty.  Mr. Martin concluded that by simply 236 

providing the text from the Order in Docket 96-0437, the JAs have met the 237 

requirements of Section 7-203 of the Act. (Exhibit 8.0, p. 6, lines 88-90) 238 

Q. Do you agree with Mr. Martin’s position that the JAs have met the 239 

requirements of Section 7-203 by simply supplying Staff with the text from 240 

the Order in Docket 96-0437? 241 
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A. No.  It is my position that, without access to every one of its active Certificates, it 242 

is not possible for Atmos to be fully aware of its existing service area and service 243 

obligations or to convey that information to Liberty.  As I indicated in my direct 244 

testimony, ICC Staff Exhibit 1.0, pages 13 through 14, in my non-legal opinion, 245 

the instant proceeding correlates more closely to an asset transfer proceeding 246 

than a merger proceeding and there are distinctions between a merger and an 247 

asset transfer proceeding.  Past Commission practice has had the participants in 248 

asset transfer proceedings, particularly Docket 03-0657, provide the Commission 249 

with a complete listing of Certificates to the case record to comply with Section 7-250 

203 requirements.  In my opinion, requiring a complete list of Certificates is the 251 

only way the Commission can know with certainty what certificates, service 252 

areas, and obligations it is approving for transfer from Atmos to Liberty. 253 

Q. Did Mr. Martin provide any other basis for not providing the Commission 254 

with a complete listing of the Certificates under which Atmos operates in 255 

Illinois? 256 

A. Yes.  Mr. Martin indicated that looking for records granted to United Cities and its 257 

predecessors is difficult for anyone, including the Commission. (Exhibit 8.0, p. 7, 258 

lines 115-116) 259 

Q. Do you consider your request that the JAs provide a listing of the 260 

Certificates that Atmos is currently operating under in Illinois as an 261 

onerous task? 262 
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A. No.  During my tenure at the Commission, 3 ½ years, I discovered that the type 263 

of information I am requesting for the JAs to meet the requirements of Section 7-264 

203 of the Act is readily available in the microfilm filling system in the Chief 265 

Clerks office at the Commission’s offices in Springfield, Illinois. 266 

 Mr. Martin mentions on page 7 of his rebuttal testimony, Exhibit 8.0, that the JAs 267 

contacted the Commission’s Clerks office in order to obtain this documentation 268 

and the Clerk’s office was unable to provide the information.  However, just so 269 

the record is clear, my understanding is that the Clerk’s office does not conduct 270 

research of this nature.  Again, I would note that it is not the responsibility of the 271 

Chief Clerk’s office to conduct Atmos’ research.  The JAs are the entities 272 

responsible for obtaining this documentation and providing that documentation to 273 

the Commission to meet the requirements of Section 7-203 of the Act. 274 

Q. To the best of your knowledge, how would an entity looking for historical 275 

Certificates locate these files in the Clerk’s office? 276 

A. My understanding is that a person can search the files to review everything listed 277 

under a particular name or any cases that concern certain locations.  For 278 

example, Mr. Martin has mentioned older utility names, United Cities and 279 

Monarch, as predecessors to Atmos in his rebuttal testimony, pages 6 and 7, 280 

Exhibit 8.0.  If someone wanted to identify the cases involving those companies, 281 

one would need to search the Clerk’s office files under each of those names.  282 

Alternatively, someone could also conduct a search by city or town name to see 283 
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what Commission cases have historically involved that location.  From dealing 284 

with the Clerk’s office filling system first hand, I know that locating and 285 

documenting the individual Certificates granted by the Commission to Atmos and 286 

its predecessor companies in Illinois is not a difficult task if the JAs are willing to 287 

physically visit the Clerk’s office and conduct their own research. 288 

Q. Would finding the records be a long and time-consuming task? 289 

A. I would estimate that it would take one researcher about one full workday to 290 

search the Chief Clerk’s records for the information.  The JAs have had months 291 

to complete the task since I first made my request. 292 

Q. What is your current recommendation regarding the JAs ability to meet the 293 

requirements pursuant to Section 7-203 of the Act? 294 

A. I recommend that in order to ensure that the JAs satisfy the requirements of 295 

Section 7-203, the Commission require the JAs to provide a list of the Certificates 296 

that Atmos intends to transfer to Liberty rather than accepting a vague assertion 297 

that Atmos will transfer all of its Certificates.  By requiring a list of the specific 298 

Certificates that Atmos intends to transfer, the Commission can satisfy itself that 299 

Liberty is aware of exactly what Certificates and attendant responsibilities it is 300 

assuming. 301 

Subsection 7-204(b)(1) 302 
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Q. What did you recommend in your direct testimony regarding the 303 

requirement that the proposed merger not diminish Liberty’s ability to 304 

provide adequate, reliable, safe, efficient, and least-cost gas utility service? 305 

A. I recommended that the Commission decline to make a finding that the proposed 306 

reorganization will not diminish Liberty’s ability to provide adequate, reliable, 307 

efficient, safe and least-cost public utility service. 308 

 Specifically, in my direct testimony, ICC Staff Exhibit 1.0, pages 18 through 22, I 309 

noted that I inquired about Atmos’ capital expenditure and its operation and 310 

maintenance expense budgets and then asked Liberty how these budgets would 311 

change assuming approval of the transaction by the Commission.  I also 312 

attempted to determine how Liberty intended to meet Illinois’ requirements 313 

regarding meter accuracy testing procedures. 314 

 Next, I inquired about Atmos’ standards and procedures respecting the general 315 

operation and maintenance of Atmos’ natural gas distribution system, and 316 

attempted to determine if Liberty intended to adopt or modify these standards 317 

and procedures.  I then requested information associated with Atmos’ methods 318 

for gas supply and material procurement and inquired if Liberty planned to alter 319 

these methods or procedures. 320 

 Finally, I attempted to determine whether Liberty had performed any studies  321 

regarding its plan to operate Atmos’ natural gas distribution system post-322 
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acquisition and whether Liberty intended to hire any of Atmos’ current gas 323 

operations personnel after the close of the proposed transaction. 324 

 Q. How did the JAs respond to your recommendation? 325 

A. As I will detail more fully below, JAs’ witness David Pasieka’s rebuttal testimony 326 

as well as various supplemental data request responses from the JAs provided 327 

additional detail that alleviated all of my concerns. 328 

Q. Have the JAs provided any supplemental information regarding Atmos’ 329 

current and Liberty’s plans for capital expenditure and its operation and 330 

maintenance expense budgets since the date of filling of your direct 331 

testimony? 332 

A. Yes.  After reviewing the attachment to Mr. Pasieka’s rebuttal testimony, Exhibit 333 

5.3, which detailed projected operations and maintenance expenses, I found that 334 

the JAs provided sufficient information regarding its operation and maintenance 335 

expense budgets.  Further, Mr. Pasieka in rebuttal testimony, Exhibit 5.0, p. 14, 336 

lines 308-312, also indicated that Liberty reviewed the capital expenditure 337 

budgets and will provide any updates or changes that may result from future 338 

reviews at that time, however, the JAs have not yet provided any changes or 339 

updates.  Further, Staff witness Bridal’s rebuttal testimony, ICC Staff Exhibit 9.0, 340 

page 6, recommends that the Commission impose conditions on Liberty 341 

regarding variations of its operation and maintenance budgets and capital 342 
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expenditures.  Assuming Liberty agrees to these conditions, I have no further 343 

concerns on this topic. 344 

Q. Did the Joint Applicants provide any supplemental information regarding 345 

how Liberty intends to meet Illinois’ requirements regarding meter 346 

accuracy testing? 347 

A.  Yes.  In an updated response to Staff Data Request (“DR”) ENG 1.14, attached 348 

to Mr. Pasieka’s rebuttal testimony as Exhibit 5.5, Liberty discusses its plans for 349 

meeting Illinois’ requirements regarding meter accuracy testing.  Liberty intends 350 

to follow a similar course to that of Atmos in securing services from an out-of-351 

state third-party vendor.  Liberty’s approach satisfied my concerns. 352 

Q. Did the Joint Applicants provide any supplemental information regarding 353 

Atmos’ standards and procedures respecting the general operation and 354 

maintenance of Atmos’ natural gas distribution system, and whether 355 

Liberty intends to adopt or modify these standards and procedures? 356 

A. Yes. In a supplemental response to Staff DR PS 2.01, the JAs provided a copy of 357 

Liberty’s proposed operation and maintenance manual.  This manual contains 358 

the standards, procedures, and policies that govern how Liberty intends to 359 

operate and maintain its natural gas distribution system in Illinois at the close of 360 

the proposed reorganization.  Further, in an attachment to his rebuttal testimony, 361 

Exhibit 5.3, Mr. Pasieka provides a listing of all services currently provided by 362 

Atmos to operate its Illinois natural gas distribution system.  Also, in response to 363 
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ENG 2.05, Liberty indicated it plans to retain all of Atmos’ current Illinois gas 364 

operations personnel. 365 

 Additionally, JAs response to Staff DR ENG 5.01 indicated that Liberty conducted 366 

a thorough due diligence review at the legal, financial, and operational level of 367 

Atmos’ Illinois operations.  Liberty also determined that the feasibility of any 368 

integration studies conducted before the close of the transactions would be 369 

diminished due to the fact that Liberty currently does not operate a natural gas 370 

utility in Illinois as detailed in the JAs response to Staff DR ENG 1.11. Finally, the 371 

JAs in response to Staff DR ENG 4.03 discuss the transition planning process in 372 

detail.  This information in addition to Mr. Burk’s discussion in his rebuttal 373 

testimony, ICC Staff Exhibit 11.0, page 4, regarding Liberty’s compliance with the 374 

Federal pipeline safety requirements has alleviated my concerns in this area. 375 

Q. Did the Joint Applicants provide any supplemental information regarding 376 

Atmos’ methods for gas supply and material procurement and whether 377 

Liberty planned to alter these methods or procedures? 378 

A. Yes.  In an attachment to a supplemental response to Staff DR RWB 1.05, the 379 

JAs provided clarification on the methods they will employ for gas supply and 380 

material procurement.  Further, Liberty hired individuals with an average of 381 

twenty years experience in key local distribution company functional areas 382 

including gas control, resource planning/forecasting, commodity procurement 383 

and trading, scheduling, invoice reconciliation/accounting, and overall portfolio 384 
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management.  The JA’s also noted that this gas supply and procurement team 385 

intends to shadow Atmos’ gas supply and procurement team for up to 9 months 386 

after the close of the proposed reorganization to familiarize itself completely with 387 

the methodology Atmos currently utilizes to procures its gas supply before taking 388 

control of the process.  This information alleviated my concern regarding this 389 

area. 390 

Q. What is your current recommendation regarding whether the Joint 391 

Applicants have met the requirements of Subsection 7-204(b)(1)? 392 

A. As noted above, the JAs provided sufficient supplemental information to alleviate 393 

my concerns regarding  the operation and maintenance budgets, capital 394 

expenditures, meter accuracy testing procedures, the adoption or modification by 395 

Liberty of Atmos’ standards and procedures respecting the general operation and 396 

maintenance of Atmos’ natural gas distribution system, Liberty’s intent to hire any 397 

of Atmos’ current Illinois gas operations personnel, and also provided additional 398 

information regarding the due diligence performed by Liberty. 399 

 However, as noted above I am aware that Staff witness Bridal had included a 400 

condition in his rebuttal testimony that the Commission impose certain conditions 401 

regarding Liberty’s operation and maintenance budgets and capital expenditures. 402 

I recommend that the Commission impose the conditions discussed by Mr. Bridal 403 

on the topic of operation and maintenance and capital expenditure budgets.  If 404 

that condition is imposed, I recommend that the Commission find that the 405 
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proposed reorganization will not diminish the JAs ability to provide adequate, 406 

reliable, efficient, and least-cost gas utility service. 407 

Additional Conditions 408 

Q. Do you have any recommendations in addition to requiring the JAs provide 409 

a complete and comprehensive listing of Certificates that Atmos currently 410 

holds and intends to transfer to Liberty for the Commission in this 411 

proceeding? 412 

A. Yes.  I recommend the Commission include the following conditions in its Final 413 

Order: 414 

 First, I recommend that the Commission require Liberty to file a semi-annual 415 

compliance report on the Commission’s e-Docket system in this proceeding, 416 

reporting on Liberty’s progress toward satisfying each condition the Commission 417 

imposed on Liberty in this case, and that the Commission continue this reporting 418 

requirement until Liberty has satisfied all the Commission’s conditions or until 419 

Liberty petitions the Commission and receives Commission approval to cease 420 

filing the required reports, whichever comes first. 421 

 Second, I recommend that the Commission require the chief executive officer of 422 

Liberty to appear before the Commission each year on an ongoing basis to report 423 

on Liberty’s progress toward and continuing compliance with the Commission’s 424 

Final Order in this case.  I make this recommendation to help the Commission to 425 
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remain aware of Liberty’s compliance with the many commitments and 426 

requirements set forth in the Final Order for this proceeding. 427 

Q. What is your basis for these two conditions? 428 

A. The Commission approved the same or very similar conditions in its Order from 429 

the recent Nicor/AGL proceeding.  (Order, Docket No. 11-0046, December 7, 430 

2011, Appendix A, Conditions 27 and 34)  I understand that including these 431 

conditions will assist the Commission and Staff in verifying that the JAs have 432 

complied with all of the conditions the Commission imposes on the JAs assuming 433 

the Commission approves the proposed transaction. 434 

Summary of Position 435 

Q. Please summarize your position. 436 

A. The JAs’ have failed to provide a complete and comprehensive listing of 437 

Certificates that Atmos currently holds and intends to transfer to Liberty.  For that 438 

reason, I conclude the JAs have failed to meet their obligations under Section 7-439 

203. Therefore, I recommended that the Commission decline to approve the 440 

proposed reorganization. 441 

 Other than supporting Staff witness Bridal’s recommended conditions regarding 442 

variations of its operation and maintenance budgets and capital expenditures, I 443 

have no further concerns on about the JA’s ability to provide adequate, reliable, 444 

safe, and least-cost utility service.  Subject to the Commission imposing the 445 
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conditions recommended by Mr. Bridal, I recommend that the Commission find 446 

that the reorganization will not diminish Liberty’s ability to provide adequate, 447 

reliable, safe, and least-cost utility service as required by Subsection 7-204 (b)(1) 448 

of the Act. 449 

 I recommend that the Commission impose two specific conditions, explained 450 

above, on Liberty regarding continued compliance with all conditions that the 451 

Commission will establish in the Final Order if the Commission approves the 452 

proposed transaction. 453 

Q. Does this conclude your rebuttal testimony? 454 

A. Yes. 455 


