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Q.  Please state your name and business address? 1 

A. My name is Peter Eichler. My business address is 2865 Bristol Circle, Oakville, 2 

Ontario L6H 6X5. 3 

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

A. Yes. The Company filed my direct testimony with the petition as Exhibit A. 5 

Q. What is the purpose of your testimony? 6 

A. The purpose of my testimony is to describe the relationship between Liberty 7 

Utilities Co. and Liberty Energy (Midstates) Corp. and compare their capital 8 

structures. 9 

 

I.  Relationship between Liberty Utilities Co. and Liberty Energy (Midstates) Corp. 

 

Q.  Can you please expand on the relationship between Liberty Utilities Co. 10 

and Liberty Energy (Midstates) Corp. in the context of the short term 11 

financing petition? 12 

A. Yes. Liberty Utilities Co. is the indirect parent company to Liberty Energy 13 

(Midstates) Corp. (“Liberty Midstates”). As Liberty Utilities Co. owns many 14 

regulated utilities, it seeks short term financing on a consolidated basis. 15 

Q. What are the advantages of seeking credit on a consolidated basis? 16 

A. Credit works much like any other good that can be procured, in that typically the 17 

larger amount that is sought, the cheaper it can be had for. For example, in this 18 

case, it is expected that Illinois would not use more than $15 million of the short 19 
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term credit facility, which on a standalone basis would be both difficult to procure 20 

and likely far more costly. 21 

Q. Why would $15 million of short term credit be difficult to procure? 22 

A. This amount is difficult to procure because based on our experience, most 23 

financial institutions would not lend in such small amounts. This means that the 24 

utility would likely need to seek such a small amount from lower tier lenders who 25 

would likely charge a much higher interest rate.  26 

Q. Is the rate that Liberty Midstates will pay the same as the rate paid by 27 

Liberty Utilities? 28 

A. Yes. The rate is mirrored to Liberty Midstates without markup. 29 

Q. Does Liberty Utilities own any unregulated entities which would impact the 30 

rate at which it is able to borrow funds? 31 

A. No. Liberty Utilities Co. only owns regulated water, wastewater, electric, and 32 

natural gas distribution utilities and associated service companies for employees 33 

who provide the utility services to the regulated operations. 34 

 

II.  Capital Structure 

 

Q. How does Liberty Utilities Co.’s capital structure compare to that of Liberty 35 

Midstates? 36 

A.  The capital structure of the two entities is fairly similar. Liberty Midstates targets a 37 

capital structure of approximately 45% debt (it’s actual capital structure at the 38 

time of acquisition was approximately 43.3% debt). Similarly, Liberty Utilities Co. 39 
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is a fairly conservative user of debt. As can be seen in Exhibit 1.1, As of June 30, 40 

2012, Liberty Utilities Co.’s debt to capitalization ratio was approximately 38.9%, 41 

which reflects the aforementioned conservatism. While Liberty Utilities Co. may 42 

from time to time take on additional debt, it is not currently expected that Liberty 43 

Utilities Co’s debt to total capitalization would exceed 55%. From a lender’s 44 

perspective, it is unlikely that a difference this small, if any, in capital structure 45 

would lead to a reduced rate for Liberty Midstates. 46 

Q. What can you conclude from the similarities of the capital structures at 47 

Liberty Midstates and Liberty Utilities Co. 48 

A. I conclude that even if everything else was even, it is unlikely Liberty Midstates 49 

could procure debt on more favorable terms than Liberty Utilities. 50 

Q. Does this conclude your testimony? 51 

A. Yes.  52 


