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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Scott Tolsdorf.  My business address is 527 East Capitol Avenue, 3 

Springfield, Illinois 62701. 4 

Q. By whom are you employed and in what capacity? 5 

A. I am currently employed as an Accountant in the Accounting Department of the 6 

Financial Analysis Division of the Illinois Commerce Commission (“ICC” or 7 

“Commission”). 8 

Q. Please describe your professional background and affiliations. 9 

A. I received a Bachelors of Science in Liberal Studies from Excelsior College in 10 

Albany, New York and am nearing completion of a Master’s degree in Accounting 11 

from the University of Illinois - Springfield.  I am a Certified Public Accountant and 12 

joined the Commission Staff (“Staff”) in February 2010.  Prior to the Commission, 13 

I was employed for four years as a staff accountant for a public accounting firm, 14 

and nine years in the U.S. Navy as an operator and instructor in the Naval 15 

Nuclear Power Program.   16 

Q. Have you previously testified before any regulatory bodies? 17 

A. Yes, I have testified on several occasions before the Commission. 18 

Q. What is the purpose of your testimony in this proceeding? 19 

A. Liberty Energy (Midstates) Corp. d/b/a Liberty Utilities (“Liberty Midstates”) 20 

Liberty Energy Utilities Co. (“Liberty Energy”) and Liberty Utilities Co. (“LUC”) 21 

(collectively “Applicants”) filed an application seeking Commission approval for 22 

reorganization pursuant to Sections 7-204 of the Illinois Public Utilities Act (the 23 
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“Act”).  The Applicants seek approval of a merger involving Liberty Midstates 24 

corporate parents Liberty Energy and LUC. (Liberty Midstates Ex.1.0, at 3.)  My 25 

testimony addresses whether the Applicants satisfy the conditions of Sections 7-26 

204(b)(2) and 7-204(b)(3) of the Act to obtain approval of the proposed 27 

reorganization.  I also provide a recommendation to the Commission regarding 28 

its ruling on Section 7-204(c) of the Act. 29 

Q. What issues will you address in your testimony? 30 

A. I will address the following issues: 31 

(a) The required finding under Section 7-204(b)(2) of theAct, that the 32 

proposed reorganization will not result in the unjustified subsidization of 33 

non-utility activities by the utility or its customers;  34 

 (b) The required finding under Section 7-204(b)(3) of the Act that the costs 35 

and facilities are fairly and reasonably allocated between utility and non-36 

utility activities in such a manner that the Commission may identify those 37 

costs and facilities which are properly included by the utility for ratemaking 38 

purposes; and 39 

(c) The required ruling under Section 7-204(c) of the Act, that the 40 

Commission shall not approve a reorganization without ruling on: (i) the 41 

allocation of any savings resulting from the proposed reorganization; and 42 

(ii) whether the companies should be allowed to recover any costs 43 

incurred in accomplishing the proposed reorganization and, if so, the 44 

amount of costs eligible for recovery and how the costs will be allocated. 45 

Q. Are you sponsoring any schedules with your testimony?  46 
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A. No. 47 

 48 

 Requirements Under Section 7-204(b)(2) and (3) of the Public Utilities Act 49 

Q. Have the Petitioners offered testimony that adequately addresses Sections 50 

7-204 (b)(2) and (3) of the Act? 51 

A. Yes.  Liberty Midstates witness Mr. Peter Eichler addressed Liberty Midstates’ 52 

compliance with Sections 7-204(b)(2) and (3) of the Act.  (Liberty Midstates Ex. 53 

1.0, at 4-8.)  Mr. Eichler explained that the proposed merger is non-substantive in 54 

nature and simply eliminates an unnecessary corporate entity in Liberty 55 

Midstates’ chain of ownership.  He further stated that the merger would not affect 56 

Liberty Midstates’ existing Affiliate Service Agreements (“ASA”) approved by the 57 

Commission in Docket No. 11-0559.  These protections and safeguards will 58 

remain in place to ensure there is no unjust cross-subsidization of non-utility 59 

activities.  By maintaining the existing ASAs, the Commission will be able to 60 

identify those costs and facilities to be included by Liberty Midstates for 61 

ratemaking purposes.   62 

Q. Do you agree with Mr. Eichler’s assessment of Liberty Midstates’s 63 

compliance with Sections 7-204(b)(2) and (3) of the Act? 64 

A. Yes, I agree with Mr. Eichler that Liberty Midstates’ change in corporate 65 

ownership will not increase the likelihood that ratepayers would subsidize the 66 

cost of non-utility operations. 67 

Q. What is your recommendation regarding Sections 7-204(b)(2) and (3) of the 68 

Act? 69 
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A. If the proposed reorganization is approved by the Commission, I recommend the 70 

Commission make the following findings regarding Sections 7-204(b)(2) and (3):  71 

(#)  The proposed reorganization will not result in the unjustified 72 

subsidization of non-utility activities by the utility or its customers 73 

(Section 7-204(b)(2) of the Act); and 74 

(#)  The costs and facilities are fairly and reasonably allocated 75 

between utility and non-utility activities in such a manner that the 76 

Commission may identify those costs and facilities which are 77 

properly included by the utility for ratemaking purposes.  (Section 7-78 

204(b)(3) of the Act.) 79 

 80 

 Requirements Under Section 7-204(c) of the Act 81 

Q. What are the requirements of Section 7-204(c) of the Act? 82 

A. Section 7-204(c) of the Act states as follows: 83 

(c) The Commission shall not approve a reorganization without 84 
ruling on: (i) the allocation of any savings resulting from the 85 
proposed reorganization; and (ii) whether the companies should be 86 
allowed to recover any costs incurred in accomplishing the 87 
proposed reorganization and, if so, the amount of costs eligible for 88 
recovery and how the costs will be allocated.   89 
(220 ILCS 5/7-204(c).) 90 
 91 

Q. What are your recommendations to the Commission regarding the 92 

allocation of any savings and the recovery and allocation of any costs 93 

resulting from the proposed reorganization? 94 

A. If the proposed reorganization is approved by the Commission, I recommend the 95 
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Commission make the following rulings regarding Section 7-204(c): 96 

(i) Find that all savings resulting from the proposed reorganization be 97 

flowed through directly to ratepayers; and  98 

(ii) Find that the Applicants should not be allowed to recover any costs 99 

incurred in accomplishing the proposed reorganization in this or any 100 

future proceeding.   101 

Q. Do the Applicants agree with your recommendations regarding Section 7-102 

204(c)? 103 

A. Yes.  In Mr. Eichler’s direct testimony, he stated: 104 

Liberty Midstates will not seek recovery of any costs incurred in 105 
accomplishing the proposed transaction and also does not anticipate any 106 
cost savings.  To the extent that any savings do result, Liberty Midstates 107 
proposes that all savings resulting from the proposed reorganization shall 108 
be flowed through to the costs associated with the regulated intrastate 109 
operations for consideration in setting rates by the Commission.  Liberty 110 
Midstates proposes that any costs incurred in accomplishing the proposed 111 
reorganization shall not be recoverable through Illinois jurisdictional 112 
regulated rates. (Liberty Midstates Ex. 1.0, at 8-9:168-175) 113 

 114 

Summary 115 

Q. Please summarize the recommendations contained in your testimony. 116 

A. In the event that the Commission approves the reorganization, I recommend that 117 

the Commission make the following findings regarding Sections 7-204 (b)(2) and 118 

7-204 (b)(3) of the Act: 119 
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1)  The proposed reorganization will not result in the unjustified subsidization of 120 

non-utility activities by the utility or its customers (Section 7-204(b)(2) of the 121 

Act); and 122 

2)  The costs and facilities are fairly and reasonably allocated between utility and 123 

non-utility activities in such a manner that the Commission may identify those 124 

costs and facilities which are properly included by the utility for ratemaking 125 

purposes.  (Section 7-204(b)(3) of the Act.) 126 

 Further, I recommend that the Commission make the following rulings regarding 127 

Section 7-204(c) of the Act: 128 

3) All savings resulting from the proposed reorganization shall be flowed through 129 

to the costs associated with the regulated intrastate operations for 130 

consideration in setting rates by the Commission (Section 7-204(c)(i) of the 131 

Act); and 132 

4) Any costs incurred in accomplishing the proposed reorganization in this or 133 

any future proceeding shall not be recoverable through Illinois jurisdictional 134 

regulated rates.  (Section 7-204(c)(ii) of the Act.) 135 

 136 

Conclusion 137 

Q. Does this question end your prepared direct testimony? 138 

A. Yes. 139 


