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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION  

 

Atmos Energy Corporation and  :  
Liberty Energy (Midstates) Corp. : 

:  Docket No. 11-0559 
Application for Approval of Proposed  :  
Reorganization and Other Relief  :  
 

JOINT APPLICANTS’ DRAFT ORDER 

By the Commission: 

I. PROCEDURAL HISTORY 

In an application filed August 1, 2011, Atmos Energy Corporation (“Atmos”) and 
Liberty Energy (Midstates) Corp. (“Liberty Energy Midstates”) (collectively “Joint 
Applicants”) asked the Illinois Commerce Commission (“Commission”) for approval of a 
proposed reorganization by which Liberty Energy Midstates will acquire the natural gas 
utility operation of Atmos in Illinois, Iowa, and Missouri (the “Midstates Utilities”).1 The 
Joint Applicants requested other approvals and findings in connection with the proposed 
reorganization, as more fully discussed in this Order.2  

The Joint Applicants filed materials and information required by Section 7-204A 
of the Illinois Public Utilities Act (the “Act”)3 and submitted direct, rebuttal, and 
surrebuttal testimony and exhibits.4  No petitions to intervene were received in this 
docket. Pursuant to due notice as required by law and by the rules and regulations of 
the Commission, prehearing conferences were held in this matter before a duly-
authorized Administrative Law Judge (“ALJ”) of the Commission at its office in 
Springfield on September 6, 2011, January 17, 2012, and January 30, 2012.  

The Company presented the prefiled direct and rebuttal testimony of Ian E. 
Robertson, Chief Executive Officer of Algonquin Power & Utilities Corp. (“Algonquin”) 
                                                           
1 Application. 
2 Id. at 17-21.  
3 220 ICLS 5/7-204A. 
4 Application; Joint Applicant Ex. A – J; Joint Applicant Ex. 1.0 – 1.2; Joint Applicant Ex. 2.0 – 
2.1; Joint Applicant Ex. 3.0 – 3.2; Joint Applicant Ex. 4.0; Joint Applicant Ex. 5.0 – 5.6; Joint 
Applicant Ex. 6.0 – 6.5; Joint Applicant Ex. 7.0 – 7.4; Joint Applicant Ex. 8.0; Joint Applicant Ex. 
9.0 – 9.11; Joint Applicant Ex. 10.0 – 10.1. 
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and David Pasieka, President of Liberty Utilities (Canada) Corp. and Interim President 
of Liberty Energy Midstates; and the prefiled direct, rebuttal and surrebuttal testimony of 
Peter Eichler, Director of Regulatory Strategy for Liberty Utilities (Canada) Corp. and 
Mark A. Martin, Vice President – Rates and Regulatory Affairs of Atmos for the 
Kentucky Mid-States Division.5 

The Staff of the Commission presented prefiled direct and rebuttal testimony of 
the following witnesses: Brett Seagle, Gas Engineer, Engineering Program, Energy 
Division; Janis Freetly, Senior Financial Analyst, Finance Department, Financial 
Analysis Division; Richard W. Bridal II, Accountant, Accounting Department, Financial 
Analysis Division; Bonita A. Pearce, Accountant, Accounting Department, Financial 
Analysis Division; Darin Burk, Manager, Pipeline Safety Program, Energy Division, and 
the prefiled direct testimony of David Rearden, Senior Economist, Policy Program, 
Energy Division.6 

An evidentiary hearing was held on January 31, 2012 on issues relating to the 
requirements of Section 7-204 of the Act7 before a duly-authorized ALJ of the 
Commission at its office in Springfield.8 At this evidentiary hearing, the Joints Applicants 
and Staff entered appearances and presented testimony.9 In addition to the prefiled 
testimony, the Joint Applicants presented testimony and exhibits from Mr. Eichler.10 
Staff presented testimony and exhibits from Ms. Pearce, along with a cross-examination 
exhibit.11 

All of the foregoing testimony and exhibits were admitted to the record at or prior 
to the January 31 hearing. 

Pursuant to a ruling of the ALJ, Joint Applicant Exhibit 12.0 was admitted into 
evidence on February 2, 2012.12 

                                                           
5 Joint Applicant Ex. 1.0 – 1.2; Joint Applicant Ex. 2.0 – 2.1; Joint Applicant Ex. 3.0 – 3.2; Joint 
Applicant Ex. 4.0; Joint Applicant Ex. 5.0 – 5.6; Joint Applicant Ex. 6.0 – 6.5; Joint Applicant Ex. 
7.0 – 7.4; Joint Applicant Ex. 8.0; Joint Applicant Ex. 9.0 – 9.11; Joint Applicant Ex. 10.0 – 10.1. 
6 Staff Ex. 1.0 – 11.0 
7 220 ILCS 5/7-204. 
8 Tr. at  22:1–99:18.  
9 Tr. at 26:10-33:18. 
10 Tr. at 34:1-61:22.   
11 Tr. at 63:12-96:8. 
12 Tr. at 27:13-19.; Tr. at 32:13-33:15; Tr. at 63:1-9; Tr. at 97:1-5. 
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On February 23, 2012, Staff on behalf of itself and the Joint Applicants filed a 
Stipulation that reflected the resolution of certain issues.13 Also on February 23, 2012, 
the Joint Applicants and Staff filed their respective post-hearing Initial Briefs and the 
Joint Applicants filed a Draft Order.14 

[On [•], 2012, the Joint Applicants and Staff filed an additional stipulation.] 

On [•], 2012, the ALJ marked the record “Heard and Taken”. 

On March 8, 2012, the Joint Applicants and Staff filed their respective post-
hearing Reply Briefs. 

II. THE PROPOSED REORGANIZATION 
 
A. Identification of the Applicants and Related Parties 

 
1. Atmos  

Atmos is a corporation duly organized and existing under the laws of the State of 
Texas and the Commonwealth of Virginia, with principal offices located at 1800 Three 
Lincoln Centre, 5430 LBJ Freeway, Dallas, Texas 75420. It is a public utility within the 
meaning of the Public Utilities Act.15 It is engaged in the business of distributing and 
selling natural gas in Illinois as well as in the States of Georgia, Tennessee, Virginia, 
Missouri, Mississippi, Iowa, Kansas, Texas, Louisiana, Colorado and Kentucky.16 Atmos 
provides natural gas distribution service in Illinois to approximately 24,000 customers 
located in six operating areas – Virden, Vandalia, Harrisburg, Metropolis, Salem and St. 
Elmo.17 

2. Liberty Energy Midstates and Related Parties 

Liberty Energy Midstates’ ultimate parent, Algonquin, is a Canadian corporation 
whose stock is traded on the Toronto Stock Exchange.18 It has two business units: (a) a 
power generation unit that includes forty-five renewable power generating facilities and 
twelve high-efficiency thermal generating facilities located in six U.S. states and 
Canada, and (b) a utility services unit that owns and operates more than twenty 

                                                           
13 Stipulation. 
14 Staff Initial Brief; Joint Applicant Initial Brief. 
15 Application at 3; Joint Applicant Ex. 4.0 at 1:18-19. 
16 Application at 3; Joint Applicant Ex. 4.0 at 1:16-2:22. 
17 Application at 3; Joint Applicant Ex. 4.0 at 1-2:24-30. 
18 Application at 3; Joint Applicant Ex. 1.0 at 3:51-54. 
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regulated utilities located in five states that provide retail water, sewer and electric utility 
service.19 Organized in 1987, Algonquin has been a successful developer and operator 
of independent electric generating facilities and is one of the largest renewable power 
companies in Canada.20 Over fifty percent of Algonquin's revenues are generated 
through its U.S.-based operations.21 Algonquin acquired its first regulated utility 
operations in 2001 and at the time the Application was filed had acquired an additional 
nineteen different water, waste water and electric utilities serving a total of 
approximately 125,000 customers in the United States—approximately 47,000 electric 
utility customers and approximately 75,000 water customers.22 Algonquin has not sold 
any of the regulated utilities it has purchased.23 In addition, Algonquin has committed to 
buy utilities serving approximately 47,000 electricity customers and 83,000 gas 
customers in New Hampshire.24 

 Algonquin conducts its regulated utilities operations through subsidiaries.25 
Liberty Energy Midstates is an indirect subsidiary of Algonquin and will become a public 
utility within the meaning of the Act upon the closing of the transactions contemplated 
by the Purchase Agreement.26 Algonquin’s regulated utilities businesses are organized 
under its wholly owned subsidiary Liberty Utilities (Canada) Corp., a Canadian 
corporation, which owns Liberty Utilities Co., a Delaware corporation, which in turn 
owns Liberty Energy Utilities Company (“Liberty Energy”), which through subsidiaries 
currently provides electrical utility services to approximately 47,000 customers.27 Liberty 
Energy is the immediate parent of Liberty Energy Midstates.28 Liberty Utilities also owns 
Liberty Water Co., a Delaware corporation that provides, through operating subsidiaries, 
regulated water utility services to more than 75,000 customers with a portfolio of 
nineteen water treatment facilities at the time the Application was filed.29 Algonquin itself 

                                                           
19 Application at 3. 
20 Id; Joint Applicant Ex. 1.0 at 3:54-56. 
21 Joint Applicant Ex. 1.0 at 3:56-57. 
22 Application at 4; Joint Applicant Ex. 1.0 at 3:58-61. 
23 Joint Applicant Ex. 1.0 at 3:62-63. 
24 Id. at 3:63-64. 
25 Id. at 4:67. 
26 Id. at 4:70-75; Application at 4. 
27 Joint Applicant Ex. 1.0 at 4:73-75.  
28 Id. at 4:75. 
29 Id. at 4:76-78. 
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is incorporated under the laws of Canada, with a principal place of business in Oakville, 
Ontario.30 None of these entities are currently public utilities in Illinois.31 

B. The Reorganization 

As of May 12, 2011, Atmos and Liberty Energy Midstates entered into an Asset 
Purchase Agreement, a copy of which was filed as Exhibit A to the Application.32 The 
Purchase Agreement provides for the transfer of Atmos’ Illinois, Iowa and Missouri 
natural gas distribution utility operations to Liberty Energy Midstates.33 The purchase 
price of the assets is approximately $124 million, subject to adjustment as set forth in 
the Purchase Agreement.34 The Joint Applicants state that the purchase price is 
reasonable and is the result of arms’ length negotiations.35  

C. Certain Benefits of the Reorganization 

Liberty Energy Midstates states that the Midstates Utilities will benefit from 
Algonquin’s business model, which emphasizes local presence.36 Algonquin’s model is 
based on its belief that the most effective structure for the provision of safe and reliable 
utility service to customers, regulators, and the community is through locally employed 
personnel.37 Central to this strategy is that functions related to customer service, or that 
are regulator facing should be performed in the service territory, as opposed to central 
operations.38 Liberty Energy Midstates states that it will hire a regional president who 
will have responsibility for day-to-day operations in Illinois.39  Joint Applicant witness 
Robertson testified that an important side benefit to the Algonquin model is additional 
employment opportunities created in the State of Illinois.40 Liberty Energy Midstates has 
identified the need to hire additional full time employees throughout the Midstates 
Utilities service area, some of which will be based in Illinois.41 Joint Applicant witness 

                                                           
30 Id. at 4:78-80. 
31 Id.  
32 Application at 1; Joint Applicant Ex. 1.0 at 7:130-131. 
33 Joint Applicant Ex. 1.0 at 7:132-133. 
34 Id. at 7:132-135. 
35 Id. at 7:135-136. 
36 Id. at 10-11:215-233.  
37 Id. at 11:215-217. 
38 Id. at 11:218-220. 
39 Id. at 11:220-221. 
40 Id. at 11:221-222. 
41 Id. at 11:222-224.  
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Robertson testified that at a minimum customer service representatives will be hired to 
work in the existing service centers in Illinois, reflecting Algonquin’s focus on local 
service.42 Mr. Robertson further stated that Liberty Energy Midstates will add 
autonomous local jobs performing functions such as engineering, human resources, 
and other administrative functions, although the distribution among its different service 
areas in Illinois, Iowa, and Missouri has not yet been determined.43 Liberty Energy 
Midstates has also indicated that it will emphasize support for Illinois-based suppliers.44 

Algonquin is an experienced utility owner that has been in the regulated utility 
business for a decade and is safely and reliably serving more than 75,000 regulated 
water and wastewater customers, and nearly 50,000 additional electric distribution 
customers in California.45 Algonquin states that its health and safety, customer service, 
and regulatory affairs experience in the successful operation of these businesses is 
directly applicable to operating in Illinois and will enable Liberty Energy Midstates to 
meet the expectations of both the Commission and customers.46 

Liberty Energy Midstates believes that its proposed operating model provides 
operational and cost transparency for regulatory purposes.47 Joint Applicant witness 
Robertson testified that under the Algonquin model, a significant proportion of the 
services necessary to operate the utility will be provided by employees who are directly 
employed in Illinois.48 Mr. Robertson further states this will provide the Commission and 
its Staff with a transparent structure for assessing the appropriateness and prudence of 
particular costs during the rate making process.49 

Liberty Energy Midstates emphasizes that it is not proposing to include an 
acquisition premium as part of the rate base, and will not charge transaction costs 
incurred in the acquisition to its customers.50  

Algonquin indicated that it is financially capable to own and operate utility service 
in Illinois, and that the financial community has expressed its support and confidence in 

                                                           
42 Id. at 11:224-226. 
43 Id. at 11:226-228. 
44 Id. at 11:230-232. 
45 Id. at 11:234-237. 
46 Id at 11-12:237-241. 
47 Id at 12:246-247. 
48 Id. at 12:247-249. 
49 Id. at 12:250-252. 
50 Id. at 12:253-256; Joint Applicant Ex. 5.0 at 6:126-130. 
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Algonquin’s utility acquisition strategy.51 Liberty Energy Midstates supported this 
assertion by presenting positive analyst reports following the announcement of the 
proposed transaction.52 

Liberty Energy Midstates also emphasizes its focus on reinvestment in Illinois.53 
Joint Applicant witness Robertson testified that under the Algonquin business model, a 
key strategy is the reinvestment of capital to preserve Illinois regulatory assets and to 
extend the availability of natural gas in Illinois.54 Mr. Robertson further testified that 
Liberty Energy Midstates anticipates the potential for a close working relationship with 
the Commission following the closing of the proposed transaction.55 

D. Relief Requested 

The Joint Applicants request the following findings and approvals from the 
Commission: 

1. approval under Sections 7-204 and 7-204A of the Act to engage in 
the proposed reorganization, through which Liberty Energy 
Midstates will acquire the natural gas operations in the Midstates 
Utilities service areas from Atmos56; 
 

2. approval under Section 7-102 of the Act to the extent required57; 
 

3. approval under Section 6-103 of the Act of Liberty Energy 
Midstates’ initial capitalization58; 

 
4. approval of the issuance of equity and long term secured debt 

pursuant to Section 6-102 of the Act59; 
 

5. the Commission’s authorization pursuant to Section 7-101 of the 
Act for the entry by Liberty Energy Midstates into four separate  

                                                           
51 Joint Applicant Ex. 1.0 at 12:257-261. 
52 Joint Applicant Ex. 1.2. 
53 Joint Applicant Ex. 1.0 at 13:264-274. 
54 Id. at 13:266-268. 
55 Id. at 13:272-274. 
56 Application at 13-17, 22. 
57 Id. at 17. 
58 Id. at 19. 
59 Id. 
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Affiliated Services Agreements (“ASA”), and the Commission’s 
authorization for Atmos to terminate its existing ASA without the 
requirement to provide notice to the Commission or obtain any 
other approval60; 

 
6. approval under Sections 7-203 and 8-406 of the Act to transfer to 

Liberty Energy Midstates all of the Certificates of Public 
Convenience and Necessity held by Atmos or its predecessors61; 

 
7. the Commission’s authorization for Atmos to abandon the provision 

of natural gas distribution in Illinois pursuant to Section 8-50862 
 

8. approval under Section 5-106 of the Act to maintain books and 
records outside of Illinois63;  

 
9. the Commission exercise its authority under Section 9-201 to waive 

the 45 day notice requirement for filing of tariffs64; and 
 

10. all other approvals and authority that may be granted by the 
Commission under applicable law that may be required, necessary 
or useful in connection with sale by Atmos and the purchase by 
Liberty Energy Midstates of the Midstates Utilities, and the 
transactions contemplated by the Purchase Agreement or the 
provisions and purposes thereof or described in the record.65 
 

III. APPLICABLE STATUTORY AUTHORITY 
 
A. Section 5-106 of the Act 

Section 5-106 of the Act provides that “[n]o books, accounts, papers, records or 
memoranda ordered by the Commission to be kept within the State shall be at any time 

                                                           
60 Id. at 20-21. 
61 Id. at 18. 
62 Id. 
63 Id. at 21. 
64 Id. at18-19. 
65 Id. at 21. 
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removed from the State, except upon such conditions as may be prescribed by the 
Commission.”66 

B. Section 6-102 of the Act 

Section 6-102 of the Act requires that prior to the issuance of equity or long term 
debt, that a “public utility shall first have secured from the Commission an order 
authorizing such issue and stating the amount thereof and the purpose or purposes to 
which the issue or the proceeds thereof are to be applied, and that in the opinion of the 
Commission, the money, property or labor to be procured or paid for by such issue is 
reasonably required for the purpose or purposes specified in the order.”67 

C. Section 6-103 of the Act 

Under Section 6-103 of the Act, “[t]he capitalization of a public utility formed by a 
merger of two or more corporations shall be subject to the approval of the Commission.” 
Additionally, “[i]n any reorganization of a public utility, resulting from a forced sale, or in 
any other manner, the amount of capitalization…shall be such as is authorized by the 
Commission.”68 

D. Section 7-101 of the Act 
 

The essential standard of approval under Section 7-101 of the Act, which 
governs certain transactions between an Illinois public utility and an affiliated interest, is 
that the agreement must be in the public interest.69 To uphold that standard, the 
Commission may disapprove the agreement or “condition [its] approval in such a 
manner as it may deem necessary to safeguard the public interest.”70 

 
E. Section 7-102 of the Act 

Section 7-102(A)(c) of the Act provides in pertinent part that without Commission 
approval, “[n]o public utility may assign, transfer, lease, mortgage, sell (by option or 
otherwise), or otherwise dispose of or encumber the whole or any part of its franchises, 
licenses, permits, plant, equipment, business, or other property.”71 

                                                           
66 220 ILCS 5/5-106. 
67 220 ILCS 5/6-102. 
68 220 ILCS 5/6-103. 
69 See 220 ILCS 5/7-101 (providing the Commission may disapprove of arrangements not in the 
public interest). 
70 220 ILCS 5/7-101. 
71 220 ILCS 5/7-102. 
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F. Section 7-203 of the Act 
 
Section 7-203 of the Act provides that “[n]o franchise, license, permit or right to 

own, operate, manage or control any public utility shall be assigned, transferred or 
leased nor shall any contract or agreement with reference to or affecting any such 
franchise, license, permit or right be valid or of any force or effect whatsoever, unless 
such assignment, lease, contract, or agreement shall have been approved by the 
Commission.”72 

 
G. Section 7-204 of the Act 

Subsection 7-204(a) of the Act provides that:  

(a) For purposes of this Section, "reorganization" means 
any transaction which, regardless of the means by which it is 
accomplished, results in a change in the ownership of a 
majority of the voting capital stock of an Illinois public utility; 
or the ownership or control of any entity which owns or 
controls a majority of the voting capital stock of a public 
utility; or by which 2 public utilities merge, or by which a 
public utility acquires substantially all of the assets of 
another public utility; provided, however, that 
"reorganization" as used in this Section shall not include a 
mortgage or pledge transaction entered into to secure a 
bona fide borrowing by the party granting the mortgage or 
making the pledge.  

In addition to the foregoing, "reorganization" shall include for 
purposes of this Section any transaction which, regardless of 
the means by which it is accomplished, will have the effect of 
terminating the affiliated interest status of any entity as 
defined in paragraphs (a), (b), (c) or (d) of subsection (2) of 
Section 7-101 of this Act where such entity had transactions 
with the public utility, in the 12 calendar months immediately 
preceding the date of termination of such affiliated interest 
status subject to subsection (3) of Section 7-101 of this Act 
with a value greater than 15% of the public utility's revenues 
for that same 12-month period. If the proposed transaction 
would have the effect of terminating the affiliated interest 
status of more than one Illinois public utility, the utility with 

                                                           
72 220 ILCS 5/7-203. 
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the greatest revenues for the 12-month period shall be used 
to determine whether such proposed transaction is a 
reorganization for the purposes of this Section. The 
Commission shall have jurisdiction over any reorganization 
as defined herein.  

(b) No reorganization shall take place without prior 
Commission approval. The Commission shall not approve 
any proposed reorganization if the Commission finds, after 
notice and hearing, that the reorganization will adversely 
affect the utility's ability to perform its duties under this Act. 
In reviewing any proposed reorganization, the Commission 
must find that:  

(1) the proposed reorganization will not diminish the 
utility’s ability to provide adequate, reliable, efficient, safe 
and least-cost public utility service;  

(2) the proposed reorganization will not result in the 
unjustified subsidization of non-utility activities by the utility 
or its customers;  

(3) costs and facilities are fairly and reasonably allocated 
between utility and non-utility activities in such a manner that 
the Commission may identify those costs and facilities which 
are properly included by the utility for ratemaking purposes;  

(4) the proposed reorganization will not significantly impair 
the utility’s ability to raise necessary capital on reasonable 
terms or to maintain a reasonable capital structure;  

(5) the utility will remain subject to all applicable laws, 
regulations, rules, decisions, and policies governing the 
regulation of Illinois public utilities;  

(6) the proposed reorganization is not likely to have a 
significant adverse effect on competition in those markets 
over which the Commission has jurisdiction; and 

(7) the proposed reorganization is not likely to result in any 
adverse rate impacts on retail customers.73 

                                                           
73 220 ILCS 5/7-204(a) and (b).  
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Subsection 7-204(c) of the Act states that the Commission “shall not approve a 
reorganization without ruling on: (i) the allocation of any savings resulting from the 
proposed reorganization; and (ii) whether the companies should be allowed to recover 
any costs incurred in accomplishing the proposed reorganization and, if so, the amount 
of costs eligible for recovery and how the costs will be allocated.”74 

H. Section 7-204A of the Act 
 

Section 7-204A(a) of the Act sets forth the minimum information that must be 
included in an application for approval of reorganization pursuant to Section 7-204.75  
Section 7-204A(b) of the Act provides that an agreement involving the use of any public 
utility employee’s services by an affiliated interest, or the transfer of assets between a 
public utility and an affiliate, is subject to the Commission’s review “in the same manner 
as it may review any other public utility and its affiliated interest.”76 

 
I. Section 8-406 of the Act 

 
Pursuant to Section 8-406 of the Act, a public utility shall not transact business in 

Illinois until it has “obtained a certificate from the Commission that public convenience 
and necessity require the transaction of such business.”77 

 
J. Section 8-508 of the Act 

Section 8-508 provides in pertinent part that “[e]xcept as provided in Section 12-
306, no public utility shall abandon or discontinue any service or, in the case of an 
electric utility, make any modification as herein defined, without first having secured the 
approval of the Commission….”78 

K. Section 9-201 of the Act 

Under Section 9-201, “[u]nless the Commission otherwise orders, and except as 
otherwise provided in this Section, no change shall be made by any public utility in any 
rate or other charge or classification, or in any rule, regulation, practice or contract 
relating to or affecting any rate or other charge, classification or service, or in any 

                                                           
74 220 ILCS 5/7-204(c). 
75 220 ILCS 5-7-204A(a). 
76 220 ILCS 5-7-204A(b). 
77 220 ILCS 5/8-406. 
78 220 ILCS 5/8-508. 
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privilege or facility, except after 45 days’ notice to the Commission and to the public as 
herein provided.79 

 
IV. FINDINGS AND CONCLUSIONS 

 
A. Section 7-204(b): Reorganization Approvals 

Section 7-204(b) requires that in order to approve a proposed reorganization the 
Commission must make a series of findings to ensure that the reorganization will not 
“adversely affect the utility’s ability to perform its duties under the Act.”80 With respect to 
several of those finding, the Joint Applicants accepted certain conditions recommended 
by Staff, in order to secure Commission approval. A list of these conditions is found in 
Attachment A to this Order. 

1. Finding 1: “the proposed reorganization will not diminish the 
utility’s ability to provide adequate, reliable, efficient, safe and 
least-cost public utility service” 
 
a) Issues Presented and Analysis 

The Joint Applicants and Staff submitted testimony addressing whether the 
proposed reorganization would satisfy the criteria of Section 7-204(b)(1) of the Act. 

Joint Applicant witness Pasieka testified that the proposed reorganization 
satisfies the requirements of Section 7-204(b)(1).81 Mr. Pasieka testified that Liberty 
Energy Midstates possesses the managerial, technical and financial capabilities to 
provide adequate, reliable, efficient, safe and least-cost public utility service.82 Mr. 
Pasieka described the detailed due diligence conducted by Liberty Utilities (Canada) 
Corp.83 In addition, the Joint Applicants held numerous meetings and conducted 
detailed reviews of documentation, procedures, and records that were relevant to the 
operation.84 

                                                           
79 220 ILCS 5/9-201. 
80 220 ILCS 7-204(b). 
81 Joint Applicant Ex. 3.0 at 5:104 - 6:122; Joint Applicant Ex. 5.0 at 6:137-18:396. 
82 Joint Applicant Ex. 3.0 at 5:104- 6:122. 
83Joint Applicant Ex. 5.0 at 8:173-175. 
84 Id at 8:176-181. 
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The Joint Applicants submitted detailed projected operations and maintenance 
expenses.85 The Joint Applicants also initiated a Transition Planning process to 
determine the tasks, activities, and resources needed for Liberty Energy Midstates to 
take ownership of the Midstates Utilities in a manner that will be seamless to customers, 
regulators and other stakeholders.86 This process is being managed through a 
dedicated Project Management Office, which reports to a steering committee made up 
of senior executives from both of the Joint Applicants.87  

In addition, Liberty Energy Midstates will continue to use the same operational 
personnel and assets that Atmos currently uses to provide service with Illinois.88 Certain 
shared services currently provided by Atmos from outside the service territory are the 
only areas that require replication, and the Joint Applicants have focused their efforts on 
these areas.89 During the transition period, any service that Liberty Energy Midstates is 
not able to provide at closing will be provided by Atmos pursuant to a Continuing 
Services Agreement.90 After the transition period, Liberty Energy Midstates will provide 
these services itself or acquire them from a different vendor.91 The Joint Applicants 
presented draft service schedules to the Continuing Services Agreement in Exhibit 
5.3.92 

 Mr. Pasieka also described the gas procurement team that Liberty Energy 
Midstates has in place.93 This team has an average of twenty years of experience in key 
local distribution functional areas, including gas control, resource planning/forecasting, 
commodity procurement and trading, scheduling, invoice reconciliation/accounting, and 
overall portfolio management.94 Joint Applicant witness Pasieka also testified that the 
gas procurement team will shadow Atmos’ gas procurement personnel during the 
transition period to learn the particularities of the Midstates Utilities’ system.95 

                                                           
85 Joint Applicant Ex. 5.3. 
86 Joint Applicant Ex. 5.0 at 8:182-9:195. 
87 Id. at 9:196-198. 
88 Id. at 7:141-143. 
89 Id. at 16:355-360. 
90 Id at 16:360-362. 
91 Id at 14:298-301. 
92 Joint Applicant Ex. 5.3. 
93 Joint Applicant Ex. 5.0 at 11:234-251. 
94 Id at 11:234-237. 
95 Id at 12:252-256. 
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Staff witness Seagle testified that the Joint Applicants presented sufficient 
supplemental information to alleviate his concerns regarding Liberty Energy Midstates’ 
ability to meet the requirements of Section 7-204(b)(1).96 Mr. Seagle testified that 
subject to certain conditions to which the Joint Applicants and Staff have agreed in the 
stipulation, specifically the Commission’s imposing the conditions recommended by Mr. 
Bridal on the topic of operation and maintenance budgets and capital expenditure 
budgets, he recommends that the Commission find that the reorganization will not 
diminish Liberty Energy Midstates’ ability to provide adequate, reliable, safe, and least-
cost service.97 

The Joint Applicants’ have accepted the conditions proposed by Mr. Bridal, with 
minor modifications that have been agreed to by both Staff and the Joint Applicants in 
the Stipulation. 

b) Commission Analysis and Conclusion 

Based on the evidence of record and in light of the Joint Applicants’ acceptance 
of the conditions proposed by Staff, the Commission concludes that the proposed 
reorganization will not diminish Liberty Energy Midstates’ ability to provide adequate, 
reliable, safe, and least-cost service. Accordingly, the Commission finds that the 
proposed reorganization satisfies the criteria of subsection 7-204(b)(1) of the Act. 

2. Finding 2: “the proposed reorganization will not result in the 
unjustified subsidization of non-utility activities by the utility 
or its customers,” and 

Finding 3: “costs and facilities are fairly and reasonably 
allocated between the utility and non-utility activities in such a 
manner that the Commission may identify those costs and 
facilities which are properly included by the utility for 
ratemaking purposes”  

a) Issues Presented and Analysis 

With respect to Sections 7-204(b)(2) and 7-204(b)(3), Mr. Robertson testified that 
Liberty Energy Midstates’ emphasis on local presence increases the extent to which 
rates are based on costs incurred primarily at the local level and therefore these costs 
are more readily identifiable with the services provided.98 Additionally, Algonquin’s 
corporate holding company structure separates its regulated utilities business from non-
                                                           
96 Staff Ex. 7.0 at 20:393-399. 
97 Id at 20:400-21:407. 
98 Joint Applicant Ex. 1.0 at 12:246-252; Id. at 13:-270-272. 
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regulated businesses, ensuring that Liberty Energy Midstates is not cross-subsidizing 
non-utility businesses.99 Staff has not raised any concerns with the reorganization itself.  
Staff’s focus has been on whether the several ASAs are compliant with these statutory 
requirements.100 

Liberty Energy Midstates initially submitted an ASA as Exhibit F to the 
Application as well as a Cost Allocation Manual as Exhibit I.101 The Initial ASA was 
substantially in the form of the Atmos’ current ASA, which had previously been 
approved by the Commission in Docket 04-0405.102 Based on discussions with Staff, 
the initial ASA was completely rewritten with the revised ASA submitted to Staff on 
November 1, 2011.103 A further revised draft of the ASA along with a revised CAM was 
filed with the rebuttal testimony of Mr. Eichler as Exhibit 7.2 and 7.3.104 Pursuant to 
recommendations by Staff that a separate affiliate agreement be in place for each entity 
providing services, Liberty Energy Midstates created separate affiliate agreements for 
each of the four entities that will provide services to it.105 The four entities that will 
provide services to Liberty Energy Midstates are Algonquin, Liberty Utilities (Canada) 
Corp, Liberty Utilities Co., and Liberty Energy Utilities (New Hampshire) Corp.106 The 
latest versions of the ASAs and CAM were filed with the surrebuttal testimony of Mr. 
Eichler as Exhibits 9.6 through 9.10.107 As agreements between and among affiliates, 
the foregoing arrangements must also satisfy the requirements of Section 7-101.108  

Under the ASAs, affiliated interests may only provide services to Liberty Energy 
Midstates at the actual cost incurred by the affiliate interest.109 Where services are 

                                                           
99 See Joint Applicant Ex. 1.0 (providing an overview of Algonquin’s corporate structure); Joint 
Applicant Ex. 9.10 at §I (organizational chart). 
100 See generally Staff Ex. 4.0 (discussing ASAs); Staff Ex. 10.0 (discussing ASAs). 
101 Joint Applicant Ex. F; Joint Applicant Exhibit I. 
102 See Atmos Energy Corporation, Docket No. 04-0405 (Illinois Comm. Comm’n, Dec. 13, 
2005) (approving Atmos’ affiliate services agreement). 
103 Joint Applicant Ex. 7.0 at 4:47-48. 
104 Joint Applicant Ex. 7.2 – 7.3. 
105 See Joint Applicant Exhibit 9.6 (ASA with Algonquin); Joint Applicant Exhibit 9.7 (ASA with 
Liberty Utilities (Canada) Corp.); Joint Applicant Exhibit 9.8 (ASA with Liberty Utilities Co.); Joint 
Applicant Exhibit 9.9 (ASA with Liberty Energy Utilities (New Hampshire) Corp.). 
106 Id. 
107 Id; Joint Applicant Exhibit 9.10. 
108 See 220 ILCS 5/7-101 (requiring Commission authorization of transaction among affiliates). 
109 Joint Applicant Ex. 9.6 at § 2.1; Joint Applicant Ex. 9.7 at § 2.1; Joint Applicant Ex. 9.8 at § 
2.1; Joint Applicant Ex. 9.9 at § 2.1. 
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provided to multiple entities, the ASAs and CAM set forth clear allocation procedures.110 
The proposed CAM states that its founding principle is to “a) directly charge as much as 
possible to the entity that procures any specific service, and b) to ensure that 
inappropriate subsidization of unregulated activities by regulated activities and vice 
versa does not occur.”111 Mr. Eichler testified that by utilizing direct costs whenever 
feasible, Liberty Energy Midstates’ proposed allocation methodology enables regulators 
to readily determine the costs attributable to affiliate level services and whether those 
costs are appropriate.112 In addition, Mr. Eichler testified that Section 2.2 of the ASAs 
requires each providing company to charge all recipients, regardless of whether they 
are a party to the ASA, according to the CAM, thereby ensuring that costs are allocated 
among recipient companies in the same manner.113 Staff has not disputed that this is a 
fair and reasonable way to allocate costs. Nor has any party raised an issue that the 
services provided under the proposed ASAs are unnecessary or should not be provided 
by an affiliate. 

Staff witness Pearce recommended the Commission make the required findings 
under Sections 7-204(b)(2) and 7-204(b)(3) subject to the imposition of several 
conditions.114 The parties have agreed that  

Liberty Energy Midstates is prohibited from purchasing gas supply from an 
affiliated entity following the closing of the proposed transaction unless 
approval is petitioned for and granted by the Commission or unless such 
approval is not required under applicable law.115 

The Joint Applicants also agreed to Ms. Pearce’s recommendation that Liberty 
Energy Midstates should be required to submit a detailed cost allocation template.116 Other 
recommendations that have been proposed by Staff witness Pearce have also been 
accepted by their addition to Liberty Energy Midstates’ proposed ASAs. These 
recommendations include a requirement for annual internal audits for each ASA, an 

                                                           
110 See Joint Applicant Ex. 9.6 at § 2.2; Joint Applicant Ex. 9.7 at § 2.2; Joint Applicant Ex. 9.8 at 
§2.1; Joint Applicant Ex. 9.9 at § 2.2; Joint Applicant Ex. 9.10.  
111 Joint Applicant Ex. 9.10 at § I, Para 2.  
112 Joint Applicant Ex. 2.0 at 21:438-442. 
113 Joint Applicant Ex. 9.0 13:316-320. 
114 Staff Ex. 10.0 at 12:261-14:297. 
115 Joint Applicant Ex. 9.1 at IV.c; Tr. at 80:22. 
116 See Joint Applicant Initial Brief at III.E (discussing the agreement to provide a detailed cost 
allocation template). 
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annual billing report for each ASA, and a triennial full study of the cost of services for 
each ASA.117  

However, certain specific recommendations of Ms. Pearce were not accepted by 
the Joint Applicants.118 None of these outstanding recommendations reflect a 
fundamental concern with the reorganization itself.  Instead, all of those 
recommendations relate to conditions to approval of the ASAs and CAM or 
modifications to the ASAs and CAM.119 These issues are the only outstanding 
contested issues in this docket. These contested issues are discussed in detail later in 
this Order. 

 
b) Commission Analysis and Conclusion 

Based on the evidence in the record, the Commission concludes that the 
reorganization will not result in the unjustified subsidization of non-utility activities by the 
utility or its customers, and costs and facilities are fairly and reasonably allocated 
between the utility and non-utility activities in such a manner that the Commission may 
identify those costs and facilities that are properly included by the utility for ratemaking 
purposes. The contested issues relating to the ASA and CAM are discussed in more 
detail later in this Order in the context of Section 7-101. As indicated below, the 
Commission is of the view that the proposed ASAs are in the public interest. Based on 
the evidence of record, including the structural and operational protections described by 
the Joint Applicants, and in light of the Joint Applicant’s acceptance of most of the 
conditions proposed by Staff as well as the modifications made to each of the proposed 
ASAs, the Commission concludes that the proposed reorganization (taking into account 
the proposed ASAs and CAM) will not result in the unjustified subsidization of non-utility 
activities by the utility or its customers, and costs and facilities are fairly and reasonably 
allocated between the utility and non-utility activities in such a manner that the 
Commission may identify those costs and facilities that are properly included by the 
utility for ratemaking purposes. Accordingly, the Commission finds that the proposed 
reorganization satisfies the criteria of subsection 7-204(b)(2) and (3) of the Act. 

 
 
 
 

                                                           
117 Joint Applicant Ex. 9.6 at Sch. II §§ 7 – 9; Joint Applicant Ex. 9.7 at Sch. II §§ 7 – 9; Joint 
Applicant Ex. 9.8 at Sch. II §§ 7 – 9; Joint Applicant Ex. 9.9 at Sch. II §§ 7 – 9. 
118 See Joint Applicant Initial Brief at Part III.A – III.D (discussing recommendations that were 
not adopted). 
119 Staff Ex. 10.0 at 12:261–15:341. 
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3. Finding 4: “the proposed reorganization will not significantly 
impair the utility’s ability to raise necessary capital on 
reasonable terms or to maintain a reasonable capital 
structure” 
 
b) Issues Presented and Analysis 

Staff and the Joint Applicants submitted testimony addressing whether the 
proposed reorganization would satisfy the criteria of subsection 7-204(b)(4). 

The Joint Applicants maintain that the proposed reorganization will not 
significantly impair Liberty Energy Midstates ability to raise capital on reasonable terms 
or to maintain a reasonable capital structure.120 Mr. Eichler testified that Liberty Energy 
Midstates plans to use a reasonable and prudent capital structure with a 45/55 
debt/equity ratio.121 The Joint Applicants further testified that Liberty Energy Midstates 
will be able to access the capital markets on its own or through its corporate 
structure.122 Mr. Eichler noted that Liberty Energy Midstates’ parent Algonquin, as a 
publicly listed corporation, is readily able to access the capital market on reasonable 
terms.123 

Staff witness Freetly noted that Algonquin is a publicly traded Canadian 
corporation with a reasonably strong capital structure.124 Additionally, the purchase 
price of the Midstates Utilities is only about 12% of Algonquin’s $1 billion in total 
assets.125 Lastly, Ms. Freetly noted Algonquin was able to issue $85 million in equity 
last October.126 Based on these facts, Staff witness Freetly concluded that Algonquin 
has sufficient access to the equity markets to raise capital on behalf of Liberty Energy 
Midstates.127 

Liberty Energy Midstates’ long term debt will be issued by Liberty Utilities Co. 
through a private placement of unsecured notes that will be passed through to Liberty 
Energy Midstates in the form of an intercompany loan.128 Liberty Energy Midstates 
                                                           
120 Joint Applicant Ex. 2.0 at 9:181-194. 
121 Id. at 9:183-184. 
122 Id. at 9:185-186. 
123 Id. at 9:188. 
124 Staff Ex. 2.0 at 4:74-76. 
125 Id. at 5:77-78. 
126 Id. at 5:78-79. 
127 Id. at 5:79-81. 
128 Id. at 4:68-71. 
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submitted a five-year forecast for Liberty Utilities Co. covering the period from 2011 
through 2015, and including forecasted balance sheets, income statements, and 
statements of cash flows.129 The Joint Applicants maintain that the forecast shows 
strong credit metrics and express confidence in the ability of Liberty Utilities Co. to 
access the debt markets and raise debt on reasonable terms.130 Mr. Robertson testified 
that recent private placement debt financing commitments finalized by Algonquin are 
competitive with terms of recent issuances of debt by Atmos, and present a reliable 
indicator of Liberty Energy Midstates’ corporate family’s ability to issue debt on 
competitive terms.131  

Staff witness Freetly testified that Liberty Utilities Co. five-year forecast on its 
face indicates adequate financial strength, but did not include a sufficiently detailed 
description of forecast assumptions.132Ms. Freetly also noted that Liberty Utilities Co. is 
a new company that has no historical financial statements, and that the reasonableness 
of the forecast could not be assessed.133 Ms. Freetly recommended that the 
Commission make the findings required by Section 7-204(b)(4) subject to certain 
conditions.134 The Joint Applicants and Staff through a Stipulation have agreed to the 
conditions with certain modifications.135 The agreed conditions are set forth in Appendix 
A to this order. Under the Stipulated conditions, Liberty Energy Midstates shall file prior 
to the closing of the proposed reorganization (1) a letter from a credit rating agency 
confirming that the proposed long-term debt is rated at BBB-/Baa3 or higher and (2) a 
certification from Liberty Utilities’ CEO or CFO that it received no oral or written 
statements from any credit rating agencies that the proposed debt issuance will be rated 
lower.136 

Staff witness Freetly also proposed that the Commission condition its finding by 
requiring a revolving credit facility with a principal amount of at least $60 million.137 Mr. 
Eichler testified that Liberty Utilities Co. entered into an agreement for an $80 million 
senior unsecured revolving credit facility.138 The revolving credit agreement was 
                                                           
129 Joint Applicant Ex. 6.1. 
130 Joint Applicant Ex. 6.0 at 4:44-48. 
131 Id. at 4:53-5:71. 
132 Staff Ex. 8.0 at 1:17-2:21. 
133 Id. at 2:21-23. 
134 Id. at 2-4:31-61. 
135 Stipulation. 
136 Stipulation at III.a. 
137 Staff Ex. 8.0 at 3:58-59. 
138 Joint Applicant Ex. 9.0 at 6:156-160. 
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submitted as Joint Applicant Exhibit 9.3.139 Ms. Freetly’s proposed condition has been 
satisfied by the filing of the revolving credit agreement.140 Liberty Energy Midstates will 
seek Commission approval of this revolving credit agreement and intercompany loan 
document in a separate docket. 

c) Commission Analysis and Conclusion 
 

Based on the evidence in the record and in light of the Joint Applicants’ 
acceptance of the conditions proposed by Staff, the Commission concludes that the 
proposed reorganization will not significantly impair Liberty Energy Midstates’ ability to 
raise necessary capital on reasonable terms or to maintain a reasonable capital 
structure. Accordingly, the Commission finds that the proposed reorganization satisfies 
the criteria of subsection 7-204(b)(4) of the Act. 

 
4. Finding 5: “the utility will remain subject to all applicable laws, 

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

a) Joint Applicants’ Position 

The Joint Applicants stated that Liberty Energy Midstates will remain subject to 
all applicable laws, regulations, rules, decisions and policies governing Illinois Public 
Utilities.141 The Joint Applicants argue that Section 7-204(b)(5) requires the Commission 
to find that the utility will remain subject to the applicable laws, regulations, rules, 
decisions and policies governing the regulation of Illinois utilities, and that no party has 
disputed that Liberty Energy Midstates will remain subject to those laws and other 
requirements.142 Therefore, the Joint Applicants believe that Section 7-204(b)(5) has 
been satisfied. 

In addition, the Joint Applicants argued that no issue was raised even with 
respect to potential noncompliance; the recommendations of each Staff witness assume 
that if the Commission ordered a condition or requirement that it would be complied 
with.143  

                                                           
139 Joint Applicant Ex. 9.3. 
140 See Staff Ex. 8.0 at 3:58-59(requiring credit agreement of $60 million); Joint Applicant Ex. 
9.3 (filed credit agreement of $80 million). 
141 Joint Applicant Ex. 2.0 at 8:171-177. 
142 Joint Applicant Initial Brief at Parts II.F; III.C. 
143 Id. 
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a) Staff’s Position 

Staff witness Pearce agreed that Liberty Energy Midstates will remain subject to 
all of these laws, rules, decisions, and policies.144 However, Staff witness Pearce 
testified that the Commission’s Section 7-204(b)(5) finding must consider whether 
Liberty Energy Midstates will be able to comply with applicable laws, regulations, rules, 
decisions, and policies governing the regulation of Illinois public utilities.145 Ms. Pearce’s 
recommendations regarding Section 7-204(b)(5) were based on this interpretation.146 

Ms. Pearce’s concerns on this issue involve the same concerns she raised with 
respect to the ASAs and the CAM in respect of other sections of the Act.147 Those 
concerns are outlined in greater detail elsewhere in this order, and as indicated 
elsewhere many but not all of her recommendations were adopted by the Joint 
Applicants in revised the ASAs and CAM. 

Staff witness Burk also testified on the ability of the Joint Applicants to satisfy the 
requirements of this Section 7-204(b)(5).148 Mr. Burk testified that the Joint Applicants 
made a good faith effort to develop plans and procedures to comply with the Minimum 
Federal Safety Standards and the Illinois Act.149 Staff witness Burk proposed a 
condition that Liberty Energy Midstates has agreed to as part of the Stipulation. As 
enumerated in Appendix A to this Order: 

i.  Liberty Energy Midstates, following approval of the reorganization, shall 
address all issues identified during the plan and procedure review and 
subsequently conveyed via the NOA letter by the Pipeline Safety Program.  
Revised plans and procedures shall be provided to the PSP by the 
response date identified in the NOA letter and address all issues identified 
by that letter. 

 
The parties are in agreement regarding the recommendation of Mr. Burk. 

 
a) Commission Analysis and Conclusion 

Staff’s interpretation of Section 7-204(b)(5) to require a finding on whether a 
utility will be able to comply with applicable laws and rules is one that the Commission 

                                                           
144 Tr. at 92:21. 
145 Tr. At 96:1-5. 
146 See Id. (describing Staff witness Pearce’s interpretation of Section 7-204(b)(5)). 
147 See, e.g., Staff Ex. 10.0 at 16:342-18:397 (listing recommended conditions). 
148 Staff Ex. 11.0 at 2:10-15. 
149 Id. at 4:56-59. 
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has previously declined to adopt.150 In Docket 98-0555, the Commission rejected Staff’s 
argument that a pattern of non-compliance would amount to a failure to meet the 
requirements of Section 7-204(b)(5).151 Instead, the Commission found “that other 
sections of section 7-204 grant the Commission authority to ensure that public utilities 
are fully compliant with its directives.”152  

The Commission has interpreted Section 7-204(b)(5) consistent with the plain 
meaning of the statute and in particular as requiring the Commission to “ensure that the 
proposed reorganization does not inappropriately shelter or otherwise remove a utility’s 
activities from regulatory scrutiny by this Commission (e.g., by somehow shifting 
regulated functions to an unregulated affiliate).”153 The Joint Applicants meet this 
standard. All parties to this case have agreed that Liberty Energy Midstates will remain 
subject to the jurisdiction of the Commission and to all laws, regulations, rules, 
decisions, and policies to the same extent after the reorganization as before the 
reorganization. 

Staff witness Pearce’s recommendations relate primarily to the ASAs which have 
been analyzed under multiple different statutes in this order, including Sections 7-
204(b)(2), 7-204(b)(3), and Section 7-101. Although the parties are in disagreement 
regarding whether the Commission should adopt a subset of those recommendations in 
this order, there is no indication or allegation that Liberty Energy Midstates will fail to 
comply with whatever conditions we do adopt. Notwithstanding the Joint Applicants’ 
argument that Staff is applying an incorrect standard, Staff has also not presented any 
evidence of any specific law that Liberty Energy Midstates would be unable to comply 
with.  

As was the case in Docket 98-0555, other statutory provisions grant the 
Commission authority to ensure compliance. The Commission does not see any reason 
to deviate from the approach it has applied in previous proceedings. 

Based on the evidence in the record, the Commission finds that Liberty Energy 
Midstates will remain subject to all applicable laws, regulations, rules, decisions and 
policies governing the regulation of Illinois public utilities. Accordingly, the Commission 
finds that the proposed reorganization satisfies the criteria of subsection 7-204(b)(5) of 
the Act.  
                                                           
150 See Ameritech Illinois, Docket No. 98-0555 at 35-36 (Ill. Comm. Comm’n, Sept. 23, 1999) 
(finding that Section 7-204(b)(5) did not require the Commission to consider a pattern of non-
compliance). 
151 Id. at 36. 
152 Id.  
153 Id. at 35. 
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Given the parties’ agreement as to the adoption of the condition proposed by Mr. 

Burk, we include it in Appendix A to this Order without further comment. 
 

5. Finding 6: “the proposed reorganization is not likely to have a 
significant adverse effect on competition in those markets 
over which the Commission has jurisdiction” 
 

a) Issues Presented and Analysis 

The Joint Applicants stated that the proposed reorganization is not likely to have 
a significant adverse effect on completion in the markets over which the Commission 
has jurisdiction.154 Staff witness Rearden testified that the relevant market is the retail 
transportation market.155 Mr. Rearden noted that Atmos has no transportation tariffs.156 
Therefore, Staff witness Rearden determined that the reorganization cannot have an 
adverse effect on competition in market over which the Commission has jurisdiction.157 

b) Commission Analysis and Conclusion 

Based on the evidence of record and in light of Staff witness Rearden’s 
recommendation, the Commission concludes that the proposed reorganization is not 
likely to have a significant adverse effect on competition in those markets over which 
the Commission has jurisdiction. Accordingly, the Commission finds that the proposed 
reorganization satisfies the criterion of Section 7-204(b)(6) of the Act. 

 
6. Finding 7: “the proposed reorganization is not likely to result 

in adverse rate impacts on retail customers” 
 

a) Issues Presented and Analysis 

The Joint Applicants state that the proposed reorganization will not result in an 
adverse rate impact on retail customers.158 Liberty Energy Midstates submitted a 
preliminary budget for Illinois that showed a net overall increase of $71,000, which will 
not have a material impact on rates.159 Liberty Energy Midstates has also examined 
                                                           
154 Application at 15. 
155 Staff Ex. 5.0 at 2:39. 
156 Id. at 3:45. 
157 Id. at 3:45-46. 
158 Joint Applicant Ex. 5.0 at 21-22:466-479; Joint Applicant Exhibit 5.4. 
159 Id. 
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Atmos’ existing capital expenditure budget in detail and plans to adopt that budget as of 
the closing of the reorganization.160  

Staff witness Bridal concluded that the information presented by the Joint 
Applicants supports a finding that proposed reorganization will not result in an adverse 
rate impact.161 However, Mr. Bridal expressed concerns that Liberty Energy Midstates’ 
budgets may vary significantly because of its inexperience in operating a gas 
distribution utility, which could adversely impact rates.162 To alleviate this concern, Mr. 
Bridal proposed certain conditions that have been accepted by the Joint Applicants 
through the Stipulation with certain modifications agreed to by Staff.163 These conditions 
are set forth in Appendix A to this Order and require Liberty Energy Midstates to submit 
a report to the commission on e-Docket with a copy to the Manager of the 
Commission’s Accounting department by March 31, 2013 that provides the following: 

i. A comparison of Liberty energy Midstates’ 2012 projected budget 
for the Illinois utility operations (attached as JA Ex. 5.3 and ICC 
Staff Ex. 9.0 Attachment A) to the actual costs incurred by Liberty 
Energy Midstates in operating the Illinois utility during 2012, with an 
explanation for each cost variation +/- 15% 
 

ii. A comparison of the 2013 projected budget for the Illinois utility 
operation compared to the actual 2012 costs incurred by Liberty 
Energy Midstates in operating the Illinois utility during 2012, with an 
explanation for each cost variation +/- 15% 

 
iii. A conclusion as to whether the acquisition of the utility operations 

of Atmos in Illinois by Liberty Energy Midstates resulted in an 
adverse rate impact.164 

Staff witness Freetly also provided testimony on Section 7-204(b)(7). Ms. 
Freetly’s recommendations are separate from and in addition to the recommendations 
set forth by Mr. Bridal.165 Staff witness Freetly proposed that in order to avoid adverse 
rate impacts, a cap should be placed on Liberty Energy Midstates’ common equity ratio 

                                                           
160 Joint Applicant Ex. 5.0 at 14:308-310. 
161 Staff Ex. 9.0 at 2-3:44-46. 
162 Staff Ex. 9.0 at 3:51-54. 
163 Stipulation Att. A at  II. 
164 Stipulation Att. A at II.a. 
165 Staff Ex. 8.0 at 5:92-95. 
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for rate purposes.166 The Joint Applicants agreed to a clarified version of Ms. Freetly’s 
condition in the Stipulation, and as set forth in Appendix A to this Order.167 Under the 
agreed condition: 

For the next rate proceeding for Liberty Energy Midstates, the pre-
tax cost of capital will be set using no higher than the lower of (1) 
the pre-tax cost of capital that Liberty Energy Midstates would have 
had if (a) its debt to equity ratio was the same as Atmos’ equity 
ratio as of September 30, 2011 (including short-term debt), and (b) 
the cost of its debt were the same as the cost of debt held by 
Atmos on September 30, 2011, and (2) the pre-tax cost of capital 
based on the actual capital structure of Liberty Energy Midstates. 
The FERC Form 2 Annual Report for the year ended December 31, 
2011 will be used as the basis for the purpose of calculating the 
cost of debt for Atmos.168 
 

b) Commission Analysis and Conclusion 

Based on the evidence of record, and the acceptance by the Joint Applicants’ of 
Staff’s conditions as described above, the Commission concludes the proposed 
reorganization is not likely to result in adverse rate impacts on retail customers. 
Accordingly, the Commission finds that the proposed reorganization satisfies the 
criterion of Section 7-204(b)(7) of the Act. 

B. Section 7-204(c): Treatment of Costs and Savings 
 

1. Issues Presented and Analysis 
 

As noted earlier in this Order, Section 7-204(c) precludes reorganization approval 
without ruling on, first “the allocation of any savings resulting from the proposed 
reorganization” and, second, whether the applicants should be allowed “to recover any 
costs incurred in accomplishing the proposed reorganization and, if so, the amount of 
costs eligible for recovery and how the costs will be allocated.”169 

 
The Joint Applicants and Staff agreed in the Stipulation that the Commission 

make the following rulings: 
 

                                                           
166 Stipulation Att. A at III.b 
167 Id. 
168 Id. 
169 220 ILCS 5/7-204(c). 
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i. All savings resulting from the proposed reorganization shall be 
flowed through to the costs associated with the regulated intrastate 
operations for consideration in setting rates by the Commission 
(Section 7-204(c)(i));170 and 
 

ii. Any costs incurred in accomplishing the proposed reorganization, 
including severance costs for any employees removed as part of 
the reorganization, in this or any future proceeding shall not be 
recoverable through Illinois jurisdictional regulated rates. (Section 
7-204(c)(ii)).171 

 

Staff witness Bridal also noted that the Commission should be careful to 
distinguish between costs incurred in accomplishing the proposed reorganization, and 
costs attributed or related to the reorganization.172 Costs incurred in accomplishing the 
reorganization include transaction costs such as those found in Staff Ex. 3.0, 
Attachment A, including legal, due diligence, and financing fees.173 Staff witness Bridal’s 
definition of “costs incurred in accomplishing the proposed reorganization” also includes 
severance costs for any employees removed as part of the reorganization.174 The Joint 
Applicants intend to offer employment to all existing employees and therefore do not 
anticipate incurring any severance costs to accomplish the reorganization.175 However, 
if severance costs are incurred in accomplishing the proposed reorganization, Mr. Bridal 
recommends that such costs be excluded from recovery in this or any future 
proceeding.176 

Staff witness Bridal described costs attributed or related to the reorganization as 
additional costs not of the type identified in Staff Ex. 3.0, Attachment A.177 One example 
of a cost that could possibly be attributed or related to the reorganization are Liberty 
Energy Midstate’s costs of obtaining continuing services from Atmos or investments to 
replace Atmos’ current infrastructure.178 Staff witness Bridal clarified that his 
recommendation carries no presumption of recoverability attributed or related to the 

                                                           
170 Stipulation Att. A at II.c. 
171 Id. at II.d. 
172 Staff Ex. 3.0 at 10:227-245. 
173 Id. at 11:249-253. 
174 Staff Ex. 3.0 at 11:265-266; Staff Ex. 9.0 at 5:99-101. 
175 Joint Applicant Ex. 3.0 at 6:115-117. 
176 Staff Ex. 3.0 at 11:251-253. 
177 Id at 12:268-270. 
178 Id at 12:270-275. 
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reorganization.179 Mr. Bridal recommended that recovery of such costs should be 
determined in a future rate proceeding.180 

The Joint Applicants did not object to the recommendation of Staff witness Bridal, 
and agreed with Mr. Bridal that the recoverability of costs attributed or related to the 
reorganization should be determined by the Commission in a future rate case.181 

2. Commission Analysis and Conclusion 

On the entirety of the evidence in the record, the Commission finds that Staff 
witness Bridal’s two recommended rulings (as set forth in Section IV.B.1.i-ii. above) 
should be adopted. The recommendations by Staff witness Bridal reasonably provide 
that any allocation of savings should be flowed through directly to ratepayers and 
prohibit the recovery of costs incurred in accomplishing the reorganization, including 
severance costs. The Commission agrees that potential recovery of costs attributed or 
related to the reorganization should be determined in a future rate proceeding. 

C. Affiliated Services Agreements 

As discussed earlier in this order182, the Joint Applicants have proposed to enter 
into ASAs and a CAM that reflect various recommendations of Staff witnesses. Based 
on Staff witness Pearce’s recommendation, the Joint Applicants provided four separate 
ASAs, one for each affiliated interest that will provide services to it.183 The four entities 
that will provide services to Liberty Energy Midstates are Algonquin, Liberty Utilities 
(Canada) Corp, Liberty Utilities Co., and Liberty Energy Utilities (New Hampshire) 
Corp.184 These agreements are subject to approval under section 7-101 of the Act.185 In 
addition, we review these agreements to ensure that the ASAs comply with subsections 
7-204(b)(2) and (b)(3) of the Act. 

In general, the Joint Applicants and Staff appear to be in agreement regarding 
the purpose and need for these agreements, and their general approach. Staff witness 
Pearce made certain recommendations regarding conditions and modifications to the 

                                                           
179 Staff Ex. 9.0 at 5:104-105 
180 Id at 5:105-107; Staff Ex. 3.0 at 12:276-282 
181 Joint Applicant Ex. 5.0 at 3:50-57. 
182 See supra at Part IV.A.3 (discussing proposed ASAs and CAM). 
183 See Joint Applicant Exhibit 9.6 (ASA with Algonquin); Joint Applicant Exhibit 9.7 (ASA with 
Liberty Utilities (Canada) Corp.); Joint Applicant Exhibit 9.8 (ASA with Liberty Utilities Co.); Joint 
Applicant Exhibit 9.9 (ASA with Liberty Energy Utilities (New Hampshire) Corp.). 
184 Id. 
185 See 220 ILCS 5/7-101 (requiring Commission authorization of affiliate transactions). 
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proposed ASAs.186 Liberty Energy Midstates has agreed to most of these conditions 
and modifications.187 These conditions and revisions generally satisfy the 
recommendations made by Staff witness Pearce except in four specific areas. We 
address the parties’ disagreements here. 

1. That Liberty Energy Midstates require its affiliates, Liberty 
Utilities (Canada) Corp. and Algonquin Power Company, to 
enter into an ASA between each other that is subject to 
Commission approval. 

a. Joint Applicants’ Position 

Staff witness Pearce appears to have proposed that the Commission require an 
ASA between Liberty Utilities (Canada) Corp. (“LUC”) and Algonquin Power Company 
(“APCo”).188 The Joint Applicants disagree with this requirement. LUC and APCo are 
both Canadian companies, neither of which is a public utility.189 Furthermore, the Joint 
Applicants have not requested approval of any transactions between LUC and APCo.190 

Mr. Eichler testified that Liberty Energy Midstates is seeking Commission 
approval for all of the covered transaction that it plans to conduct or may plan to 
conduct with affiliated interest though the approval of the ASAs.191 Liberty Energy 
Midstates acknowledged that it needs approval for covered transactions it conducts with 
affiliates or else they are of no effect in Illinois.192  

The Joint Applicants point out that section 7-101 on its face applies only to 
transactions between a public utility and an affiliated interest.193 The Commission has 

                                                           
186 Staff Ex. 10.0 at 12:261–18:397. 
187 Compare Joint Applicant Ex. 9.6 – 9.9 with Staff Ex. 1.0 Att. A – F 
188 See Staff Ex. 10.0 Att. F. 
189 Joint Applicant Exhibit 9.0 at 16:384-386. 
190 See Joint Applicant Ex. 9.6-9.9 (no ASA with APCo). 
191 Joint Applicant Ex. 9.0 at 14:333-338. 
192 Id. at 14:332-333. 
193 See 220 ILCS 5/7-101 (“The Commission shall have jurisdiction over affiliated interests 
having transactions, other than ownership of stock and receipt of dividends thereon, with electric 
and gas public utilities under the jurisdiction of the Commission.”). 



 

30 
 

previously stated that its jurisdiction over affiliated interests is limited to their 
transactions with a public utility.194  

In addition, the Joint Applicants pointed out that the record contained no 
indication of any rationale for requiring an ASA between LUC and APCo, and no 
statement of any harm from not requiring the ASA between LUC and APCo195. 

b. Staff’s Position  

Staff witness Pearce recommended that the Commission require certain changes 
to the ASAs by entering into ASAs set forth as exhibits to her rebuttal testimony.196 One 
of those ASAs was an ASA between LUC and APCo.197 However, her testimony 
contained no indication of the rationale for including this agreement. 

c. Commission Analysis and Conclusion 

The Commission has jurisdiction over transactions between a public utility and its 
affiliated interests as set forth in Section 7-101. As we have previously found, our 
jurisdiction does not extend to transactions between two affiliated interests that are not 
with the public utility.198 We therefore decline to approve, or require approval of, the 
transactions between non-utilities. 

2. That Liberty Energy Midstates be required to submit a petition 
under Section 7-101 to evaluate the effectiveness of the 
Affiliate Service Agreements  

Staff witness Pearce proposed that Liberty Energy Midstates be required to: 

submit a petition under Section 7-101 of the Act for the Commission to 
consider the effectiveness of the ASAs approved in this proceeding prior 
to filing any request for an increase in rates, but in any case no later than 
September 30 of the year following the first full calendar year subsequent 
to closing the proposed transaction.  The petition shall indicate the costs 
recovered from Midstates for each accumulated calendar year through 

                                                           
194 GTE Illinois, Docket No. 91-0137 (Ill. Comm. Comm’n, June 26, 1991)(“The Commission 
notes that its jurisdiction over ‘affiliated interests’ pursuant to Section 7-101(2) is limited to their 
transactions with public utilities.”). 
195 Joint Applicant Initial Brief at Section III.A – III.D. 
196 Staff Ex. 10.0 Att. A; Staff Ex. 10.0 Att. C – F. 
197 Staff Ex. 10.0 Att. F. 

Id.198 GTE Illinois, Docket No. 91-0137 (Ill. Comm. Comm’n, June 26, 1991)(“The Commission 
notes that its jurisdiction over ‘affiliated interests’ pursuant to Section 7-101(2) is limited to their 
transactions with public utilities.”). 
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each ASA.  The allocated common costs shall be supported by exemplar 
allocation percentages for each service provided and must include all 
allocation percentages to account for 100% of the allocated costs; the 
direct charges to the various affiliates billed by each service company shall 
also be included.  After reviewing the results, the Commission may 
consider modifications to the ASAs.199 
 

a. Joint Applicants’ Position 

The Joint Applicants do not agree with Staff witness Pearce that a petition under 
Section 7-101 to evaluate the effectiveness of the ASAs is necessary. In addition to 
being subject to Section 7-101 approval in this proceeding, the ASAs will also be subject 
to a number of safeguards, some of which exceed the requirements imposed by 
Commission’s rules. 

Liberty Energy Midstates has agreed to an annual internal audit200, which 
exceeds the biennial audit requirement imposed by Commission rules.201 Liberty Energy 
Midstates has also agreed to provide a template of all allocation percentages used to 
charge Liberty Energy Midstates pursuant to the ASAs, which will be updated 
annually.202 A billing report summarizing the monthly charges to Liberty Energy 
Midstates will also be filed annually pursuant to each ASA.203 Additionally, Liberty 
Energy Midstates will be conducting a full study of the cost of services provided under 
the ASAs on a triennial basis.204 

Liberty Energy Midstates asserts that these safeguards provide the Commission 
with sufficient information to evaluate the effectiveness of the ASAs, particularly where 
the Commission retains all of its ordinary oversight powers over Liberty Energy 
Midstates.205 Staff witness Pearce acknowledged that the Commission has other 

                                                           
199 Staff Ex. 10.0 at 15:328-341. 
200 Joint Applicant Ex. 9.6 at Sch. II § 7; Joint Applicant Ex. 9.7 at Sch. II § 7; Joint Applicant Ex. 
9.8 at Sch. II § 7; Joint Applicant Ex. 9.9 at Sch. II § 7. 
201 See 83 Ill. Adm. Code 550.150.  
202 Joint Applicant Ex. 9.6 at Sch. II § 7; Joint Applicant Ex. 9.7 at Sch. II § 7; Joint Applicant Ex. 
9.8 at Sch. II § 7; Joint Applicant Ex. 9.9 at Sch. II § 7. 
203 Joint Applicant Ex. 9.6 at Sch. II § 8; Joint Applicant Ex. 9.7 at Sch. II § 8; Joint Applicant Ex. 
9.8 at Sch. II § 8; Joint Applicant Ex. 9.9 at Sch. II §8. 
204 Joint Applicant Ex. 9.6 at Sch. II § 9; Joint Applicant Ex. 9.7 at Sch. II § 9; Joint Applicant Ex. 
9.8 at Sch. II § 7; Joint Applicant Ex. 9.9 at Sch. II § 9. 
205 Joint Applicant Ex. 9.0 at 23:533-537. 
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mechanisms in place to modify or revoke an ineffective ASA.206 Further, Ms. Pearce 
was unable to identify another proceeding where this condition has been imposed.207  

b. Staff’s Position 

Staff witness Pearce testified that the Commission should require an additional 
proceeding under Section 7-101.208 

c. Commission Analysis and Conclusion 

Section 7-101 contemplates that the Commission approve designated affiliate 
transactions prior to their taking effect.209 Section 7-101 does not create a mechanism 
by which the Commission would examine a utility’s affiliated interest transactions that 
occurred in the past. We agree with Staff that continued oversight is necessary, 
particularly where transactions between utilities and their affiliates are involved. 
However, we believe that we possess the necessary mechanisms and controls to 
protect ratepayers.  As indicated by the Joint Applicants, these transactions will be 
subject to considerable oversight and review on the basis of voluntary commitments by 
the utility, including reporting and audit requirements, cost study requirements, and 
other safeguards that go well beyond those required by our rules or the Act. 
Furthermore, our approval of the ASAs in this docket do not constitute approval for 
ratemaking purposes. Liberty Energy Midstates will need to justify these expenses, and 
any allocations, before making any recoveries from Illinois ratepayers. 

Accordingly, we decline to impose a requirement that Liberty Energy Midstates 
file another petition under Section 7-101 to revisit the ASAs approved in this docket. 

3. That Liberty Energy Midstates modify the Affiliate Services 
Agreements to require Liberty Energy Midstates to notify the 
Commission of any new receiving companies to the Affiliate 
Service Agreements. 

a. Joint Applicants’ Position 

The Joint Applicants have stated that Liberty Energy Midstates is requesting 
approval for all covered transactions that it foresees it will need approval for under 
Section 7-101.210 Liberty Energy Midstates understands that in addition to these 
                                                           
206 Tr. at 89:17-19.  
207 Tr. at 88:22-89:1. 
208 Staff Ex. 10.0 at 15:328-341. 
209 220 ILCS 5/7-101. 
210 Joint Applicant Ex. 9.0 at 14:332-338. 
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transactions, Staff has recommended that the ASAs include other related companies 
that receive services from the same affiliated interests that provide services to Liberty 
Energy Midstates, even where these related companies are not Illinois public utilities.211 

As an informational matter, Liberty Energy Midstates has stated that it is not 
opposed to informing the Commission of entities receiving services for which allocations 
are made, but has requested that this information be provided on a periodic basis.212  
Mr. Eichler proposed that this information be provided on annual basis in connection 
with the agreed provision of templates of allocation percentages.213 Liberty Energy 
Midstates’ presented an example of the information it would provide in Exhibit 9.11.214 

Liberty Energy Midstates’ maintains that the reporting, auditing, other obligations 
in the ASAs and the Commission’s own powers, are more than sufficient to ensure that 
the Commission has the information it needs to determine that the ASAs are being 
complied with and that all cost allocations are made in accordance with the 
Commission’s requirements, without requiring continual modifications to the ASAs to 
reflect changes in the Algonquin companies’ corporate structure.215 Mr. Eichler testified 
that Section 2.2 of the ASAs has been modified to make clear that the affiliated interest 
providing services to Liberty Energy Midstates is required to use the same methodology, 
as set forth in the CAM, for transaction with other affiliates.216  

Mr. Eichler further testified that the proposed ASAs differ from the majority of 
shared services agreements that have been approved by the Commission because they 
are not multidirectional.217 In other words, Liberty Energy Midstates will only receive 
services and not provide them.218 Mr. Eichler further testified that costs incurred under 
the ASAs will not be charged to any customer unless and until the Commission 
approves the recovery of these costs in a rate case.219 

b. Staff’s Position 
                                                           
211 Staff Ex. 10.0 Att. A at Sch III; Staff Ex. 10.0 Att. C at Sch III; Staff Ex. 10.0 Att. D at Sch III; 
Staff Ex. 10.0 Att. E at Sch III. 
212 Joint Applicant Ex. 9.0 at 18:430-432. 
213 Id. 
214 Joint Applicant Ex. 9.11. 
215 Id. at 447-455. 
216 Joint Applicant Ex. 9.0 13:316-320; Joint Applicant Ex. 9.6 at Sec 2.2; Joint Applicant Ex. 9.7 
at Sec 2.2; Joint Applicant Ex. 9.8 at Sec 2.2; Joint Applicant Ex. 9.9 at Sec 2.2. 
217 Id. at 17:406-414. 
218 Id.  
219 Joint Applicants Ex. 9.0 at 19:452-455.  



 

34 
 

Staff witness Pearce proposed that the Commission require a list of other 
receiving companies under the CAM to be included as an exhibit to the ASA, and 
updated whenever the identities of receiving companies changed.220 

c. Commission Analysis and Conclusion 

We believe that the Joint Applicant’s proposal to provide a yearly list of other 
companies that receive services from the same affiliated interests that provide services 
to Liberty Energy Midstates is acceptable. Again, we do not assert jurisdiction over 
transactions not involving the Illinois public utility, and we do not think it is necessary to 
require frequent amendments to the transactions we are approving in the ASAs to 
reflect events that have no effect on the provision of service in Illinois. To the extent 
Staff believes that this additional information will be helpful in monitoring compliance, 
we believe the Joint Applicant’s proposal is sufficient to provide that information. 
Furthermore, we point out that our approval in this case does not lessen Liberty Energy 
Midstates’ responsibility to prove that its costs were prudently incurred and reasonably 
allocated before recovering them in a rate case proceeding. 

4. That Liberty Energy Midstates be required to modify the Cost 
Allocation Manual attached to the Affiliate Services 
Agreements to remove Section V. 

a) Joint Applicants’ Position 

The Joint Applicants do not agree with Staff that Section V should be removed 
from the CAM. However, Liberty Energy Midstates has proposed a condition that has 
the same effect in Illinois as if the provision had been removed.221 Liberty Energy 
Midstates proposes the following condition: 

Section V of the CAM shall not apply to Liberty Energy Midstates in Illinois 
unless Liberty Energy Midstates Seeks Commission approval to receive 
specific services from identified Service Companies.222 

 Mr. Eichler testified that the Joint Applicants’ cannot just simply remove Section 
V of the CAM because although Liberty Energy Midstates will not receive services 
under Section V, other utilities in jurisdictions outside of Illinois receive services under 
this provision.223 The Joint Applicants’ proposed condition, however, has the same 
                                                           
220 Staff Ex. 10.0 Att. A at Sch. III; Staff Ex. 10.0 Att. C at Sch. III; Staff Ex. 10.0 Att. D at Sch. III; 
Staff Ex. 10.0 Att. E at Sch. III; Staff Ex. 10.0 Att. F at Sch. III. 
221 Joint Applicant Ex. 9.0 at 22:513-524. 
222 Id. 
223 Id. 
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effect as striking Section V of the CAM, because it prevents recovery of costs from 
Section V given that a utility cannot recover costs that are not subject to an approved 
ASA and CAM. 

 The Joint Applicants understand that Staff was concerned about what entities are 
encompassed by the term “LUC Service Company” as used in the CAM. The Joint 
Applicants provided a list of the LUC Service Companies referenced by the CAM, and 
have also identified the LUC Service Companies that provide services to Liberty Energy 
Midstates.224 The only LUC Service Company that will provide services to Liberty 
Energy Midstates is Liberty Energy Utilities (New Hampshire) Corp (“Liberty NH”).225 As 
indicated by Exhibit 12.0, the only services that will be provided to Liberty Energy 
Midstates by Liberty NH are gas procurement and gas control services, as provided for 
by Section 1.2 of the ASA between Liberty Energy Midstates and Liberty NH.226 Costs 
from Liberty NH to Liberty Energy Midstates will be allocated under Section VI of the 
CAM.227 No costs from Liberty NH will be allocated to Liberty Energy Midstates under 
Section V of the CAM.228 The Joint Applicants assert that with the identification of the 
LUC Service Companies, and the proposed condition that Section V of the CAM shall 
not apply in Illinois, Liberty Energy Midstates’ CAM satisfies any reasonable concerns of 
Staff on this point. 

 

b) Staff’s Position 

Section V of the CAM was stricken in Staff witness Pearce’s markup of the 
CAM..229 

c) Commission Analysis and Conclusion 

We find that the Joint Applicants have sufficiently addressed Staff’s concerns by 
requiring that Section V of the CAM have no effect in Illinois. We decline to create 
conflicts with other jurisdictions that may permit Section V to be the basis for the 
allocation of costs in those jurisdictions. By adopting the condition proposed by the Joint 
Applicants, we prevent this result in Illinois. 

                                                           
224 Joint Applicant Ex. 12.0. 
225 Id.  
226 Joint Applicant Ex. 9.9. 
227 Joint Applicant Ex. 12.0. 
228 Id. 
229 Staff Ex. 10.0 Att. B at § V. 
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D. Section 7-102 

 
1. Issues Presented and Analysis 

The Joint Applicants requested approval of the proposed reorganization under 
Section 7-102.230 The Joint Applicants noted in their Initial Brief that the Commission 
has previously ruled that both Section 7-204 and Section 7-102 impose a comparable 
public interest test, and that satisfaction of Section 7-204 would also satisfy Section 7-
102.231 No other party presented evidence on Section 7-102. 

2. Commission Analysis and Conclusion 

We agree. Without deciding whether Section 7-102 applies in this instance, 
consistent with our other decisions on this point we find that our determination that the 
proposed reorganization satisfies Section 7-204 means that Section 7-102 is also 
satisfied. 

E. Section 6-102 
 
1. Issues Presented and Analysis 

The Joint Applicants have requested approval under Section 6-102232 for 
approval to issue equity and long term debt to finance the proposed reorganization. 
Liberty Energy Midstates estimates that Liberty Energy Midstates will issue a maximum 
of $67 million of its common stock to its parent, Liberty Energy in respect to its equity 
capitalization.233 Since the proposed common stock issuance is to an affiliate, 
Commission approval is needed under Section 7-101.234  As discussed earlier in this 
Order, Liberty Energy Midstates long term debt will be issued by Liberty Utilities Co. 
through a private placement of unsecured notes that are passed through to Liberty 

                                                           
230 Application at 17. 
231See Nicor,Docket No. 11-0046 at 37 (Ill. Comm. Comm’n, Dec. 7, 2011). 
232  The Joint Applicants point out that it could be argued that Section 6-102 (and thus Sections 
7-101 and 6-108) does not apply, because the issuance will occur immediately prior to Liberty 
Energy Midstates becoming a public utility in Illinois, Liberty Energy Midstates does not believe 
it is necessary to pursue such an argument in this case because no party has opposed 
approval.  
233 See Joint Applicant Ex. 9.0 at 9:210-212, estimating that this amount would be approximately 
$62 million. The Joint Applicants revised this number to be a maximum amount of $67 million in 
its Initial Brief. 
234 See 220 ILCS 5/7-101 (requiring approval of affiliate transactions). 
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Energy Midstates in the form of an intercompany loan.235 Approval of this intercompany 
loan is also required under Section 7-101.236 Liberty Energy Midstates estimates it 
would borrow a maximum of $55 million in long term debt in respect of its initial debt 
capitalization.237 Liberty Energy Midstates provided a summary of the key terms of the 
proposed debt issuance in Exhibit 6.3, while noting that final details such as interest rate 
and maturity will not be in place until immediately prior to closing.238 

Liberty Energy Midstates has agreed to pay fees on the issuance of the equity 
and debt pursuant to Section 6-108 for the proportion attributable to Illinois (determined 
by the net gas plant allocated to Illinois divided by Liberty Energy Midstates’ total net 
utility plant).239 That proportion is approximately 26% and the calculation for the 
allocation percentage is set forth in Exhibit 9.5.240 Based on a maximum authorization of 
$55 million in long term debt and $67 million in equity authorized by this Order, Liberty 
Energy Midstates shall pay fees equal to $53,848.42 as calculated in Appendix B.  

Liberty Energy Midstates did not initially request approval for its revolving credit 
facility because the credit facility was not initially expected to have a term greater than 
12 months.241 The revolving credit facility entered into by Liberty Utilities Co.242 has a 
term in excess of 12 months. Liberty Energy Midstates and Staff have agreed that 
approval for the revolving credit facility should be addressed in a separate docket. 

2. Commission Analysis and Conclusion 
 

Based on the evidence in the record, the Commission concludes that the 
requested financing is necessary to effectuate the proposed reorganization and that it is 
in the public interest. Accordingly, the Commission finds that Liberty Energy Midstates is 
authorized to issue the equity and long term debt described above to finance the 
proposed reorganization. In accordance with Section 6-101, Liberty Energy Midstates 
shall place a serial number on the face of the equity and long term debt for proper and 
easy identification. Liberty Energy Midstates shall pay fees under Section 6-108 after it 
                                                           
235 Joint Applicant Ex. 6.3; Staff Ex. 2.0 at 4:68-71. 
236 See 220 ILCS 5/7-101 (requiring approval of affiliate transactions). 
237 Joint Applicant Ex. 9.0 at 9:210-212, estimating that this amount would be approximately $50 
million. In their Initial Brief, Liberty Energy Midstates revised this number to be a maximum of 
$55 million. 
238 Joint Applicant Ex. 6.3. 
239 Id at 8:200-205. 
240 Joint Applicant Ex. 9.5 
241 Application  
242 Joint Applicant Ex. 9.3. 
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becomes aware of the final amounts of equity and debt to be issued. The Commission 
also approves the arrangements that Liberty Energy Midstates has identified with 
Liberty Utilities Co. to effectuate these financing activities under Section 7-101 of the 
Act as we find them to be in the public interest. 

 
F. Section 6-103 

 
1. Issues Presented and Analysis 

Liberty Energy Midstates will record the assets it purchases from Atmos at their 
then-current book value.243 The acquisition premium will be paid for by and recorded on 
the books of Liberty Utilities Co.244  

Upon review of these facts, Ms. Freetly testified that the proposed reorganization 
satisfies Section 6-103 of the Act.245 Ms. Freetly recommended that Liberty Energy 
Midstates file a compliance report with a copy to the Manager of the Commission’s 
Finance Department following the proposed reorganization that describes Liberty 
Energy Midstates’ post-acquisition capital structure and identifies capital structure 
adjustments that result from the proposed reorganization.246 Ms. Freetly also 
recommended that in the event that the compliance report shows that the capitalization 
exceeds book value, Liberty Energy Midstates shall file a petition seeking Commission 
approval of the fair value study and the resulting capital structure for Liberty Energy 
Midstates pursuant to Section 6-103 of the Act.247 

The Joint Applicants have accepted Ms. Freetly’s proposed compliance report 
and petition in the event the capitalization exceeds book value through the 
Stipulation.248 This condition is enumerated in Appendix A to this order. 

2. Commission Analysis and Conclusion 

Based on the evidence of record, and the Joint Applicants’ acceptance of Staff’s 
compliance report condition, the Commission finds that the proposed reorganization 
satisfies the requirements of Section 6-103 of the Act. 

 
                                                           
243 Joint Applicant Ex. 5.0 at 6:126-127. 
244 Id. at 6:128-130. 
245 Staff Ex. 8.0 at 6:98-102. 
246 Staff Ex. 8.0 at 6:105-110. 
247 Id. at 6:110-114. 
248 Stipulation at IIII.C – III.D. 
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G. Section 7-203  

The Joint Applicants have requested to transfer all of its Illinois certificates of 
public convenience and necessity to Liberty Energy Midstates.249 Mr. Martin testified 
that all of the certificates of public convenience and necessity granted to Atmos were 
issued in Docket 96-0437.250 In Docket No. 96-0437, the Commission issued a blanket 
grant of the certificates held by United Cities Gas Co. to Atmos, in connection with the 
merger of Atmos and United Cities.251 Upon request by Staff, the Joint Applicants have 
also submitted a list of all of the certificates that were issued to United Cities and its 
predecessors.252 

Pursuant to Section 7-203 of the Act, the Commission approves the transfer of all 
of Atmos’ Illinois certificates of public convenience and necessity to Liberty Energy 
Midstates upon closing of the proposed reorganization. Additionally, since Atmos will 
cease to provide natural gas service in Illinois upon closing of the proposed 
reorganization, the Commission finds that Atmos’ request to abandon service pursuant 
to Section 8-508 of the Act should be granted.  

H. Section 5-106 

Liberty Energy Midstates has requested approval to maintain certain books and 
records in Missouri. Liberty Energy Midstates will make available digital copies of all 
books and records in Illinois, and at the Commission’s request hard copies will be made 
available in Illinois as well.253 Liberty Energy Midstates also acknowledged it will be 
liable for, and upon proper invoice from the Commission will promptly reimburse costs 
and expenses associated with the audit or inspection of any books, accounts, papers, 
records, and memoranda kept outside of the State, all as required by Section 5-106 of 
the Act.254 The requirement to reimburse the Commission has been set forth as a 
condition to this Order as enumerated in Appendix A to this Order. Staff witness Pearce 
found Liberty Energy Midstates’ proposal to be acceptable.255 

The Commission concludes that Liberty Energy Midstates’ request to maintain 
certain books and records outside the State of Illinois should be granted.  

                                                           
249 Application at 18. 
250 Joint Applicant Ex. 8.0 at 3:34-35. 
251 United Cities Gas Co., Docket 96-0437 (Ill. Comm. Comm’n, June 25, 1997). 
252 Joint Applicant Ex. 10.1. 
253 Joint Applicant Ex 2.0 at 16:332-342. 
254 Id. 
255 Staff Ex. 4.0 at 15:356-357. 
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I. Section 9-201 

Liberty Energy Midstates will adopt the tariffs of Atmos immediately upon closing 
and requests that the Commission exercise its authority to waive the 45-day notice 
requirement for the filing of tariffs to assist with an orderly post-acquisition transition.256 
Rather than Liberty Energy Midstates’ replicating the tariffs of Atmos and identifying 
them as tariffs of Liberty Energy Midstates, the Joint Applicants request the Commission 
waive the refilling of the tariffs and consent to the instantaneous transfer of their identity 
as Liberty Energy Midstates’ tariffs, at the moment the transaction is effective.257 Mr. 
Eichler noted that the Commission has previously allowed tariffs to be adopted without 
new filing of tariffs in Docket No. 00-0261.258 

The Commission finds that since no changes to Atmos’ current tariffs will be made 
with the exception of name, that it will be more efficient from an administrative sense to 
permit Liberty Energy Midstates to adopt the current tariffs of Atmos, rather than re-filing 
identical tariffs with the exception of name. Accordingly, the Commission exercises its 
authority to waive the 45-day notice requirement for the filing of tariffs and consents to 
the adoption of Atmos’ current tariffs by Liberty Energy Midstates, without the need to 
refile the tariffs.   

J. Other Conditions 

Staff has proposed several other conditions be imposed in connection with the 
approval of the proposed reorganization. In addition to the conditions listed elsewhere in 
this Order, the Joint Applicants and Staff agreed to several other conditions. The 
Commission has broad authority to condition the approval of a proposed reorganization 
under Section 7-204(f). As enumerated by Appendix A, the Joint Applicants agreed to 
the following conditions recommended by Staff witnesses:  

a. Liberty shall file a semi-annual compliance report on the Commission’s e-
Docket system in this proceeding with a copy to the Manager of the 
Commission’s Accounting Department, reporting on Liberty’s progress 
toward satisfying each condition the Commission imposed on Liberty in 
this case beginning six months after the closing of the proposed 
reorganization and continuing until (1) two years thereafter or (2) Liberty 
petitions the Commission and receives Commission approval to cease 
filing the required reports, whichever comes first.259 

 
                                                           
256 Application at 18-19; Joint Applicant Ex. 2.0 at 293 – 313. 
257 Joint Applicant Ex. 2.0 at 293-303. 
258 See Interstate Power Co., Docket No. 00-0261 (Ill. Comm. Comm’n, May 23, 2001).  
259 Stipulation at I.a. 
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b. The President of Liberty Energy Midstates shall appear before the 
Commission each year on an ongoing basis to report on Liberty’s progress 
toward and continuing compliance with the Commission’s Final Order in 
this case, until such time as Liberty is no longer required to file the semi-
annual reports set forth in condition 1.260 
 

c. Liberty Energy Midstates shall file the final accounting entries (with the 
corrections noted herein), including the actual amounts recorded by 
Midstates within 60 calendar days following the closing of the proposed 
transaction with the Chief Clerk of the Commission with a copy of the filing 
to the Manager of the Accounting Department of the Commission.261  

 
d. Liberty Energy Midstates shall file the executed copy of the Asset 

Purchase Agreement and the executed ASA with the Chief Clerk of the 
Illinois Commerce Commission with a copy to the Manager of the 
Accounting Department of the Commission within fifteen (15) calendar 
days of the receipt of all regulatory approvals required for the proposed 
transaction to take effect.  If the proposed transaction has not been 
consummated within 60 calendar days of the date of the Order in this 
proceeding, Liberty Energy Midstates shall file a status report with the 
Chief Clerk with a copy to the Manager of Accounting, and further status 
reports every 90 calendar days until the executed copy of the final 
purchase agreement has been filed.262 

 
e. Atmos shall file an ICC form 21 for the period beginning January 1, 2012 

and ending on the date of closing of the Asset Purchase Agreement.263 
 

f. Liberty Energy Midstates shall file an ICC form 21 for the period beginning 
on the date of closing of the Asset Purchase Agreement and ending on 
December 31, 2012. The filing shall also include a simple consolidation of 
this form with Atmos’ form 21.264 

 

V. FINDINGS AND ORDERING PARAGRAPHS 

The Commission, having considered the entire record herein and being fully 
advised in the premises, is of the opinion and finds that: 

                                                           
260 Stipulation at I.b. 
261 Joint Applicant Ex. 5.0 at 3:61 – 4:72. 
262 Id. at 4:104-116. 
263 Stipulation Att A at II.F. 
264 Id. at II.G. 
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(1) Atmos is a corporation duly organized and existing under the laws of the 
State of Texas and the Commonwealth of Virginia engaged in the 
business of distributing and selling natural gas in Illinois and as such is a 
public utility within the meaning of the Act;  
 

(2) Liberty Energy Midstates is a Missouri corporation that will become a 
public utility with the meaning of the Act upon closing of the 
reorganization; 
 

(3) the Commission has jurisdiction over the parties hereto and the subject 
matter herein; 

 
(4) the recitals of fact set forth in the prefatory portion of this Order are 

supported by the record and are hereby adopted as findings of fact; 
 
(5) an Appendix (“Appendix A”) should be attached to this order and fully 

incorporated into this Order; it should contain the Required Conditions of 
Approval established by the Commission in this Order, which conditions 
for approval of the proposed reorganization and the other relief granted in 
this Order; 

 
(6) pursuant to Section 7-204 of the Act, and subject to the conditions 

established in this order (enumerated in Appendix A), the Commission 
finds that: 
 
a) the proposed reorganization will not diminish the Midstates Utilities’ 

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

b) the proposed reorganization will not result in the unjustified 
subsidization of non-utility activities by the utility or its customers; 
 

c) costs and facilities are fairly and reasonably allocated between the 
utility and non-utility activities in such a manner that the 
Commission may identify those costs and facilities which are 
properly included by the utility for ratemaking purposes; 
 

d) the proposed reorganization will not significantly impair the ability of 
Midstates Utilities to raise capital on reasonable terms or to 
maintain a reasonable capital structure; 
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e) the utility will remain subject to all applicable laws, regulations, 

rules, decisions, and policies governing the regulation of Illinois 
public utilities; 
 

f) the proposed reorganization is not likely to have a significant 
adverse effect on competition on those markets over which the 
Commission has jurisdiction; and 

 
g) the proposed reorganization is not likely to result in any adverse 

rate impacts on retail markets; 
 

(7) any savings resulting from the propose reorganization shall be flowed 
through to the costs associated with the regulated intrastate operations for 
consideration in setting rate by the Commission; and no costs incurred in 
accomplishing the proposed reorganization in this or any future 
proceeding shall be recoverable through Illinois jurisdictional regulated 
rates; 
 

(8) there is no presumption for or against recoverability of costs attributed or 
related to the reorganization. The recoverability of any such costs, which 
may include costs of obtaining continuing services or investments to 
replace Atmos information technology and other infrastructure, should be 
determined by the Commission in a future rate case; 
 
 

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

 
(a) the discontinuance by Atmos of public utility service in Illinois, such 

discontinuance to be effective upon closing of the reorganization, 
pursuant to Section 8-508; 
 

(b) the issuance of a certificate of public convenience and necessity to 
Liberty Energy Midstates pursuant to Section 8-406(a) of the Act, to 
be effective upon closing of the proposed reorganization; 
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(c) the issuance to Liberty Energy Midstates of certificates of public 
convenience and necessity that are identical to the certificates of 
public convenience and necessity previously issued by this 
Commission to Atmos pursuant to Section 7-203; such transfer to 
be effective at the time of closing of the proposed reorganization; 
and 

 
(d) a waiver pursuant to section 9-201 of the 45-day notice requirement 

for the filing of tariffs by Liberty Energy Midstates, and the authority 
of Liberty Energy Midstates to adopt the tariffs of Atmos without 
filing; 

 
(10) the proposed reorganization will not be inconsistent with Section 6-103 of 

the Act, insofar as that statute applies to the subject matter of this 
proceeding; 
 

(11) a waiver pursuant to Section 5-106 of the Act is authorized, such waiver to 
be effective upon closing of the proposed reorganization; 
 

(12) the evidence demonstrates that the proposed reorganization should 
reasonably be granted, and that the public will be convenienced thereby, 
in accordance with Section 7-102 of the Act; 

 
(13)  the four ASAs entered into evidence as Joint Applicant Exhibits 9.6 

through 9.9 should be approved, and are in the public interest, in 
accordance with Section 7-101 of the Act; 

 
(14) Liberty Energy Midstates should be authorized to issue up to $55,000,000 

in long-term debt through intercompany loan, and up to $67,000,000 in 
common stock to its parent, pursuant to 6-102 of the Act; these issuances 
are in the public interest and should be approved in accordance with 
Section 7-101 of the Act. 

 
(15) Liberty Energy Midstates shall pay fees in accordance with Section 6-108 

of the Act on the issuances described in paragraph (14) at a rate of 24 
cents ($.24) per one hundred dollars ($100) of long term debt for the 
proportion attributable to Illinois, and at a rate of 12 cents ($.12) cents per 
one hundred dollars ($100) of long term equity for the proportion 
attributable to Illinois, such fee calculated in accordance with Appendix B; 
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these fees shall be paid to the Commission within thirty (30) days of this 
order; 

 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the Joint 
Applicants’ request to engage in the reorganization, through which the Midstates 
Utilities will be by Atmos to Liberty Energy Midstates is hereby approved under Section 
7-204, Section 7-204A and Section 7-102. 

IT IS FURTHER ORDERED that any savings resulting from the reorganization shall be 
flowed through to the costs associated with the regulated intrastate operations for 
consideration in setting rates by the Commission ratepayers and any costs incurred in 
accomplishing the proposed reorganization, including severance costs for any 
employees removed as part of the reorganization, in this or any future proceeding shall 
not be recoverable through Illinois jurisdictional regulated rates. 

IT IS FURTHER ORDERED that Liberty Energy Midstates’ capitalization is approved 
pursuant to Section 6-103. 

IT IS FURTHER ORDERED that the four ASAs set forth in Joint Applicant Exhibits 9.6 
through 9.9 are hereby approved under Section 7-101. 

IT IS FURTHER ORDERED that Liberty Energy Midstates is authorized under Section 
6-102 and 7-101 to issue $55,000,000 in long term debt through an intercompany loan 
and issue $67,000,000 of common stock. 

IT IS FURTHER ORDERED that Liberty Energy Midstates shall pay fees in accordance 
with Section 6-108 of the Act on the issuances described in paragraph (13) at a rate of 
24 cents ($.24) per one hundred dollars ($100) of long term debt for the proportion 
attributable to Illinois, and at a rate of 12 cents ($.12) cents per one hundred dollars 
($100) of long term equity for the proportion attributable to Illinois, as set forth in 
Appendix B; these fees shall be paid to the Commission within thirty (30) days of 
service of this Order. 

IT IS FURTHER ORDERED as follows: 

(a) Atmos shall discontinue the provision of public utility service in 
Illinois, effective upon closing of the reorganization; 
 

(b) Liberty Energy Midstates is granted a certificate of public 
convenience and necessity pursuant to Section 8-406(a) of the Act, 
to transact business, effective upon closing of the proposed 
reorganization; 
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(c) for the Midstates Utilities’ Illinois service territory, Liberty Energy 

Midstates is hereby issued certificates of public convenience and 
necessity identical to the certificates of public convenience and 
necessity that were issued to Atmos, effective at the time of closing 
of the proposed reorganization; and 
 

(d) Liberty Energy Midstates is hereby granted a waiver of the 45-day 
notice requirement in Section 9-201 and is granted the authority of 
to adopt the tariffs of Atmos without filing, effective at the time of 
closing of the proposed reorganization; 

 

IT IS FURTHER ORDERED that a waiver to maintain books and records outside of 
Illinois is hereby granted pursuant to Section 5-106 of the Act. 

IT IS FURTHER ORDERED that all other approvals and authority that may be granted 
by the Commission under applicable law that may be required, necessary or useful in 
connection with the proposed reorganization and the transactions contemplated by the 
Purchase Agreement or the provisions and purposes thereof or described in the record 
is hereby granted. 

IT IS FURTHER ORDERED that any objections, motions or petition filed in this 
proceeding that remain unresolved should be disposed of in a manner consistent with 
the ultimate conclusions contained in this Order. 

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of the Act 
and 83 Illinois Administrative Code 200.880, this Order is final; it is not subject to the 
Administrative Review Law. 
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APPENDIX A 

 

REQUIRED CONDITIONS OF APPROVAL 

 

Each of the conditions enumerated below has been approved in the Order in this docket 
to which this Appendix A is attached. Implementation of each condition shall be 
consistent with the rationale for such condition, as explained in the Order. Where any 
specific details of implementation are set forth in the Order, implementation shall include 
such details. 

1. Liberty shall file a semi-annual compliance report on the Commission’s e-Docket 
system in this proceeding with a copy to the Manager of the Commission’s 
Accounting Department, reporting on Liberty’s progress toward satisfying each 
condition the Commission imposed on Liberty in this case beginning six months 
after the closing of the proposed reorganization and continuing until (1) two years 
thereafter or (2) Liberty petitions the Commission and receives Commission 
approval to cease filing the required reports, whichever comes first. 
 

2. The President of Liberty Energy Midstates shall appear before the Commission 
each year on an ongoing basis to report on Liberty’s progress toward and 
continuing compliance with the Commission’s Final Order in this case, until such 
time as Liberty is no longer required to file the semi-annual reports set forth in 
condition 1. 
 

3. Liberty Energy Midstates shall submit a report to the Commission on e-Docket 
with a copy to the Manager of the Commission’s Accounting Department by 
March 31, 2013 that provides the following: 
 

a. A comparison of Liberty Energy Midstates’ 2012 projected budget for the 
Illinois utility operations (attached as JA Ex. 5.3 and ICC Staff Ex. 9.0 
Attachment A) to the actual costs incurred by Liberty Energy Midstates in 
operating the Illinois utility during 2012, with an explanation for each cost 
variation +/-15%; and 
 

b. A comparison of the 2013 projected budget for the Illinois utility operations 
compared to the actual 2012 costs incurred by Liberty Energy Midstates in 
operating the Illinois utility during 2012, with an explanation for each cost 
variation +/- 15%; and 
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c. A conclusion as to whether the acquisition of the utility operations of 
Atmos in Illinois by Liberty Energy Midstates resulted in an adverse rate 
impact.  (Section 7-204(b)(7)) 

 
4. The items identified in condition 3 above will also be reported by the President of 

Liberty Energy Midstates during the annual appearance before the Commission 
as described in condition 2 above. 
 

5. All savings resulting from the proposed reorganization shall be flowed through to 
the costs associated with the regulated intrastate operations for consideration in 
setting rates by the Commission (Section 7-204(c)(i)). 
 

6. Any costs incurred in accomplishing the proposed reorganization, including 
severance costs for any employees removed as part of the reorganization, in this 
or any future proceeding shall not be recoverable through Illinois jurisdictional 
regulated rates. (Section 7-204(c)(ii)). 
 

7. There is no presumption for or against recoverability of costs attributed or related 
to the reorganization. The recoverability of any such costs, which may include 
costs of obtaining continuing services or investments to replace Atmos 
information technology and other infrastructure, should be determined by the 
Commission in a future rate case. 
 

8. Liberty Energy Midstates shall file before the closing of the proposed 
reorganization (1) a letter from a credit rating agency confirming that the 
proposed long-term debt issuance will be rated at least BBB-/Baa3 and (2) a 
certification from Liberty Utilities’ CEO or CFO that it received no oral or written 
statements from any credit rating agencies indicating that the proposed debt 
issuance will be rated lower. (Section 7-204(b)(4)) 
 

9. For the next rate proceeding for Liberty Energy Midstates, the pre-tax cost of 
capital will be set using no higher than the lower of (1) the pre-tax cost of capital 
that Liberty Energy Midstates would have had if (a) its debt to equity ratio was 
the same as Atmos’ equity ratio as of September 30, 2011 (including short-term 
debt), and (b) the cost of its debt were the same as the cost of debt held by 
Atmos on September 30, 2011, and (2) the pre-tax cost of capital based on the 
actual capital structure of Liberty Energy Midstates. The FERC Form 2 Annual 
Report for the year ended December 31, 2011 will be used as the basis for the 
purpose of calculating the cost of debt for Atmos. (Section 7-204(b)(7)) 
 

10. Liberty Energy Midstates will file a compliance report with a copy to the Manager 
of the Commission’s Finance Department following the proposed reorganization 
that describes Liberty Energy Midstates’ post-acquisition capital structure and 
identifies capital structure adjustments that result from the proposed 
reorganization.  (Section 6-103) 
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11. In the event that the compliance report shows that the capitalization exceeds 
book value, Liberty Energy Midstates shall file a petition seeking Commission 
approval of the fair value study and the resulting capital structure for Liberty 
Energy Midstates pursuant to Section 6-103 of the Act. 

 
12. Liberty Energy Midstates shall provide the Manager of Accounting of the ICC with 

a template of all allocation percentages used to charge Midstates pursuant to 
each applicable ASA.  The template shall be provided within 60 days of closing 
the proposed transaction. 
 

13. The template set forth in condition 12 shall be updated annually, with a copy 
provided to the Manager of Accounting no later than March 31. 

  
14. Liberty Energy Midstates is prohibited from purchasing gas supply from an 

affiliated entity following the closing of the proposed transaction unless approval 
is petitioned for and granted by the Commission or unless such approval is not 
required under applicable law. 

 
15. Section V of the CAM shall not apply to Liberty Energy Midstates in Illinois, 

unless Liberty Energy Midstates seeks Commission approval to receive specific 
services from identified Service Companies. 
 

16. As a regulatory matter, Liberty Energy Midstates shall be liable for all outstanding 
over-recovered purchased gas adjustment charges, and shall be entitled to all 
outstanding under-recovered purchased gas adjustment charges, related to open 
dockets for reconciliation periods ending prior to closing of the proposed 
transaction.  

 
17. Liberty Energy Midstates shall file the final accounting entries (with the 

corrections noted herein), including the actual amounts recorded by Midstates 
within 60 calendar days following the closing of the proposed transaction with the 
Chief Clerk of the Commission with a copy of the filing to the Manager of the 
Accounting Department of the Commission.  

 
18. Liberty Energy Midstates shall file the executed copy of the Asset Purchase 

Agreement and the executed ASA with the Chief Clerk of the Illinois Commerce 
Commission with a copy to the Manager of the Accounting Department of the 
Commission within fifteen (15) calendar days of the receipt of all regulatory 
approvals required for the proposed transaction to take effect.  If the proposed 
transaction has not been consummated within 60 calendar days of the date of 
the Order in this proceeding, Liberty Energy Midstates shall file a status report 
with the Chief Clerk with a copy to the Manager of Accounting, and further status 
reports every 90 calendar days until the executed copy of the final purchase 
agreement has been filed. 
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19. Liberty Energy Midstates shall be liable to reimburse the Commission for any 

reasonable costs and expenses associated with an audit or inspection of books 
and records maintained outside Illinois. 
 

20. Liberty Energy Midstates, following approval of the reorganization, shall address 
all issues identified during the plan and procedure review and subsequently 
conveyed via the NOA letter by the Pipeline Safety Program.  Revised plans and 
procedures shall be provided to the PSP by the response date identified in the 
NOA letter and address all issues identified by that letter. (Section 7-204(b)(5)) 
 

21. Atmos shall file an ICC form 21 for the period beginning January 1, 2012 and 
ending on the date of closing of the Asset Purchase Agreement. 
 

22. Liberty Energy Midstates shall file an ICC form 21 for the period beginning on the 
date of closing of the Asset Purchase Agreement and ending on December 31, 
2012. The filing shall also include a simple consolidation of this form with Atmos’ 
form 21. 
 

 



Illinois
Net Gas Plant 

1010 - Gas Plant in Service 50,584,416                        
1080 - Accum Prov for Depreciation (22,285,403)                       

Illinois Net Gas Plant 28,299,012     

Consolidated
Net Gas Plant

1010 - Gas Plant in Service 169,537,746                       
1080 - Accum Prov for Depreciation (61,068,150)                       

Total Net Gas Plant 108,469,596   

Allocation Factor
Illinois Net Gas Plant divided by Total  Net Gas Plant 0.2609                                   

ICC Equity Fee
Equity Issuance 62,000,000
Allocation Factor 0.2609                                   
Illinois portion of Equity (Total Midstates Equity X Allocation Factor) 16,175,396.85                      
ICC Equity Fee (Illinois Portion / 100 X .12) 19,410.48                              

ICC Debt Fee
Private Placement Debt 55,000,000
Allocation Factor 0.2609                                   
Illinois portion of Debt (Total Midstates Debt X Allocation Factor) 14,349,142.36                      
ICC Debt Fee (Illinois Portion / 100 X .24) 34,437.94                              

Total ICC Debt and Equity Fee ICC Debt Fee + ICC Equity FEE 53,848.42                              
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