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ORDER 

 
By the Commission: 
 

I. PROCEDURAL BACKGROUND 
 
 On May 13, 2013, Liberty Energy (Midstates) Corp. d/b/a Liberty Utilities (“Liberty 
Midstates” or the “Company”), Liberty Energy Utilities Co. (“Liberty Energy”) and Liberty 
Utilities Co. (“LUC”) (jointly referred to as the “Applicants”) filed an application with the 
Illinois Commerce Commission (“Commission”) requesting approval under the Public 
Utilities Act (“Act”) (220 ILCS 5/101 et seq.) of a reorganization by way of merger 
involving Liberty Midstates' corporate parents Liberty Energy and LUC.  
 
 No petitions to intervene were filed in this docket. Pursuant to due notice as 
required by law and the rules and regulations of the Commission, a duly authorized 
Administrative Law Judge held a hearing in this matter at the Commission’s offices in 
Chicago, Illinois, on August, 28, 2013.  The Applicants and Staff entered appearances. 
The Applicants presented the testimony of Peter Eichler, Director, Regulatory Strategy, 
Liberty Utilities (Canada) Corp. Staff presented testimony from the following witnesses:  
Scott Tolsdorf, Accountant, Accounting Department, Financial Analysis Division; Alicia 
Allen, Rate Analyst, Rates Department, Financial Analysis Division; and Janis Freetly, 
Senior Financial Analyst, Finance Department, Financial Analysis Division. At the 
conclusion of the hearing, the ALJ marked the record “Heard and Taken.” There are no 
contested issues between the Applicants and Staff. 
 

II. PROPOSED TRANSACTION 
 
A. Applicants and Related Parties 
 

 Liberty Midstates is corporation duly organized and existing under the laws of the 
State of Missouri. Liberty Midstates is a public utility within the meaning of the Public 
Utilities Act. Liberty Midstates is engaged in the business of distributing and selling 
natural gas in Illinois as well as in the States of Iowa and Missouri. Liberty Midstates 
provides natural gas in Illinois to approximately 24,000 customers. 
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 Liberty Midstates’ ultimate corporate parent, Algonquin Power and Utilities Corp. 
(“Algonquin”), is a Canadian corporation whose stock is traded on the Toronto Stock 
Exchange. Algonquin has two business units: (a) a power generation unit that owns or 
has interests in renewable energy facilities and thermal energy facilities representing 
more than 1100 MW of installed capacity, and (b) a utility services unit that owns and 
operates twenty six regulated utilities located in eight states that provide retail water, 
sewer, electric and natural gas service. 
 
 Liberty Midstates is an indirect subsidiary of Algonquin. Algonquin conducts its 
regulated utility operations through subsidiaries. Algonquin’s regulated utilities are 
organized under its wholly owned subsidiary Liberty Utilities (Canada) Corp., a 
Canadian Corporation, which owns LUC, a Delaware corporation, which through 
subsidiaries provides electrical utility service to approximately 90,000 customers, 
natural gas distribution service to over 167,000 customers, and regulated water service 
to more than 89,000 customers. LUC owns Liberty Energy, a Delaware corporation that 
is the immediate parent of Liberty Midstates. 
 

B. Proposed Reorganization 
 
 Liberty Energy and LUC propose to enter into a merger agreement, the form of 
which was attached to the application as Exhibit A (the “Merger Agreement”). The 
Merger Agreement provides for the merger of Liberty Energy and LUC with LUC being 
the surviving entity. The proposed transaction results in a purely technical change in 
ownership of Liberty Midstates. Liberty Midstates is currently owned directly by Liberty 
Energy and indirectly by LUC. Following the proposed merger, Liberty Energy will cease 
to exist and LUC will own Liberty Midstates directly. No new buyer or outside entity is 
involved in the transaction. The ultimate ownership and control of Liberty Midstates will 
not change; Algonquin will continue to be the ultimate corporate parent to Liberty 
Midstates. 
 
 Liberty Midstates’ assets will not change ownership as a result of the proposed 
transaction and Liberty Midstates will not be merged with any other company. Liberty 
Midstates will continue to operate as a separate corporation providing natural gas 
service to its service areas. The proposed transaction will not produce any changes in 
the rates, services, facilities, capital structure or operation of Liberty Midstates. The 
transaction will simply remove a link in LUC’s ownership of Liberty Midstates.  
 
 The Applicants state that some benefits of the proposed transaction include the 
simplification of Algonquin's corporate structure without affecting the operations of 
Liberty Midstates. The Applicants assert this will reduce corporate governance 
compliance expenses and filings. Additionally, directors will no longer have to be 
provided for Liberty Energy. The Applicants also state that the proposed transaction will 
simplify intra-company transactions by eliminating a layer in the corporate structure.  
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C. Relief Requested 
 

 The Applicants request the following findings and approvals by the Commission: 
 

(1) approval under Sections 7-204 and 7-204A of the Act to engage in 
the proposed reorganization, through which Liberty Energy will be 
merged into LUC; and 

 
(2) all other approvals and authority that may be granted by this 

Commission under applicable law, including the Public Utilities 
Act that may be required, necessary or useful in connection with 
the merger of Liberty Energy and LUC, and the transactions 
contemplated by the Merger Agreement or the provisions and 
purposes thereof, or set forth herein or to be described in the 
record. 

 
III. COMPLIANCE WITH SECTION 7-204 

 
 The Applicants request approval of a “reorganization” within the meaning of 
Section 7-204 of the Act. Section 7-204(a) of the Act defines reorganization in pertinent 
part as “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.”  
 
 In reviewing the proposed reorganization, the Commission is required to make a 
series of findings under Section 7-204, each of which is addressed below.  
 

A. Section 7-204(b)(1) 
 
 Section 7-204(b)(1) of the Act requires the Applicants to demonstrate that “the 
proposed reorganization will not diminish the utility’s ability to provide adequate, 
reliable, efficient, safe and least-cost public utility service.”  (220 ILCS 5/7-204(b)(1)). 
 
 The Applicants state that the proposed reorganization will not diminish the utility’s 
ability to provide adequate, reliable, efficient, safe and least-cost public utility service 
and note that the proposed reorganization is a nonsubstantive corporate reorganization 
that simply eliminates an unnecessary corporate entity in Liberty Midstates’ chain of 
ownership. Mr. Eichler testified that following the proposed transaction, Liberty 
Midstates will continue to provide the same high quality natural gas services that the 
Company currently provides to its customers. Mr. Eichler further testified that the 
proposed reorganization will not affect the business or operations of Liberty Midstates 
and there will be no service interruption. The Applicants state that Liberty Midstates will 
continue to exist as a separate corporation and the proposed reorganization will not 
result in changes to Liberty Midstates operational personnel. Further, the Applicants 
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state that the ultimate ownership and control of Liberty Midstates will remain 
unchanged. Mr. Eichler testified that the transaction will not affect Liberty Midstates’ 
existing Affiliate Services Agreements (“ASAs”) and the Company will continue to 
receive all of the services it needs to function. 
 
 Staff did not dispute the Applicants’ evidence on this point. Based on the 
evidence in the record, the Commission finds that the proposed reorganization satisfies 
the criteria of Section 7-204(b)(1) of the Act.  
 

B. Section 7-204(b)(2) 
 

 Section 7-204(b)(2) of the Act requires that the Commission must find that “the 
proposed reorganization will not result in the unjustified subsidization of non-utility 
activities by the utility or its customers.” 
 
 The Applicants state that all of Liberty Midstates' existing ASAs with LUC, Liberty 
Utilities (Canada) Corp., Algonquin, and Liberty Energy Utilities (New Hampshire) Corp. 
approved by the Commission in Docket No. 11-0559 will remain in place, continuing a 
structure that the Commission believes ensures fairness for Illinois customers.  Mr. 
Eichler testified that all of the protections and safeguards specified in the Act and 
Docket No. 11-0559 will remain in place to ensure there is no unjust cross-
subsidization.  Mr. Eichler further testified that the protections ordered by Docket No. 
11-0559 exceed the Commission’s own requirements and include an annual internal 
audit, billing report, triennial cost study, and a cost allocation template. 
 
 Staff witness Mr. Tolsdorf testified that “Liberty Midstates’ change in corporate 
ownership will not increase the likelihood that ratepayers would subsidize the cost of 
non-utility operations.”  Staff witness Mr. Tolsdorf recommends that the Commission 
find that the proposed reorganization will not result in the unjustified subsidization of 
non-utility activities by the utility or its customers.  
 
 Based on the evidence in record and Staff's recommended finding, the 
Commission finds that the proposed reorganization meets the requirements of Section 
7-204(b)(2). 
 

C. Section 7-204(b)(3) 
 
 Section 7-204(b)(3) of the Act requires that the Commission must find that “the 
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.” 
 
 The Applicants state that for the reasons previously discussed under Section 7-
204(b)(2), the Commission will continue to be able to identify those costs and facilities 
to be included by Liberty Midstates for ratemaking purposes under the framework of the 
ASAs approved by the Commission in Docket No. 11-0559. 
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 Staff witness Mr. Tolsdorf concluded that Liberty Midstates satisfied the 
requirements of Section 7-204(b)(3) and recommends the Commission find that the 
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. 
 
 Based on the evidence in record and Staff's recommended finding, the 
Commission finds that the proposed reorganization meets the requirements of Section 
7-204(b)(3). 
 

D. Section 7-204(b)(4) 
 

 Section 7-204(b)(4) of the Act requires that “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.”  (220 ILCS 5/7-204(b)(4)). 
 
 The Applicants stated that Liberty Midstates will continue to target a reasonable 
and prudent 45/55 debt/equity ratio. Mr. Eichler testified that by maintaining a strong 
balance sheet Liberty Midstates is capable of accessing the capital markets on its own 
or through its corporate structure. The Applicants additionally state that Liberty 
Midstates will retain the ability to receive up to $15,000,000 for working capital purposes 
through the intercompany agreement with LUC that was approved by the Commission 
in Docket No. 12-0326. 
 
 Staff witness Ms. Freetly concluded that “[b]ecause Liberty Midstates would 
continue to have access to capital through LUC and Algonquin, there should be no 
impact on the utility's ability to raise necessary capital on reasonable terms." Staff 
witness Ms. Freetly based this conclusion on recent debt issuances by LUC and 
Algonquin.  Staff noted that in the third quarter of 2012, LUC completed a $225 private 
debt placement in two tranches. These senior unsecured notes have average life 
maturity of over ten years and a weighted average coupon of 4.38%.  DBRS Limited 
assigned a rating of “BBB high" to these notes.  Staff also pointed out that LUC secured 
an additional $100 million senior unsecured revolving credit facility with a consortium of 
U.S. banks with a maturity date of January 18, 2015. Staff additionally noted that in 
November of 2012, Algonquin entered into an agreement for a $30 million senior 
unsecured revolving credit facility.  
 
 Based on the evidence in record, the Commission finds that the proposed 
reorganization meets the requirements of Section 7-204(b)(4). 
 

E. Section 7-204(b)(5) 
 
 Section 7-204(b)(5) of the Act requires that the Commission must find, in order to 
approve a proposed reorganization, that, among other things, “the utility will remain 
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subject to all applicable laws, regulations, rules, decisions and policies governing the 
regulation of Illinois public utilities.”  (220 ILCS 5/7-204(b)(5)). 
 
 The Applicants state that Liberty Midstates will remain subject to all applicable 
laws, regulations, rules, decisions and policies governing the regulation of Illinois public 
utilities.  Mr. Eichler testified that Liberty Midstates is currently, and is required to 
remain, compliant with the conditions imposed by the Commission's Order in Docket 
No. 11-0559. The Applicants state that there is nothing contained in this transaction that 
would diminish or otherwise adversely affect the ability of the Commission and Illinois 
law to regulate Liberty Midstates. The Applicants further state that upon completion of 
the proposed transaction, Liberty Midstates will remain a public utility in Illinois and 
continue to be subject to all of the applicable rules, regulations and decisions of the 
Commission and the Public Utilities Act. 
 
 The Applicants’ position in this regard was undisputed.  Based on the evidence in 
record, the Commission finds that the proposed reorganization meets the requirements 
of Section 7-204(b)(5). 
 

F. Section 7-204(b)(6) 
 
 Section 7-204(b)(6) of the Act states that to approve a reorganization the 
Commission must find that “the proposed reorganization is not likely to have a 
significant adverse effect on competition in those markets over which the Commission 
has jurisdiction.” 
 
 The Applicants state that the relevant market is the retail transportation market. 
Mr. Eichler testified that because Liberty Midstates does not have any transportation 
tariffs, the proposed reorganization cannot have an adverse effect on the competition in 
markets over which the Commission has jurisdiction.  Additionally, Mr. Eichler noted that 
this transaction is not of a type that has any effect on the marketplace. 
 
 Staff did not dispute the Applicants’ testimony that competition would not be 
affected by the transaction.  Based on the evidence in record, the Commission finds that 
the proposed reorganization meets the requirements of Section 7-204(b)(6). 
 

G. Section 7-204(b)(7) 
 
 Section 7-204(b)(7) states, “[i]n reviewing any proposed reorganization, the 
Commission must find that the proposed reorganization is not likely to result in any 
adverse rate impacts on retail customers.”  (220 ILCS 5/7-204(b)(7)). 
 
 The Applicants conclude that the proposed reorganization is not likely to result in 
any adverse rate impacts on retail customers because the proposed reorganization is 
merely a technical change in ownership that will not result in any increase in Liberty 
Midstates' costs. Mr. Eichler noted that following the proposed reorganization, Liberty 
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Midstates will continue to provide the same high quality natural gas service at the same 
rates. 
 
 Staff agreed that the proposed reorganization is not likely to result in any adverse 
rate impact on retail customers. Staff witness Ms. Allen noted that the Applicants are not 
requesting any rate increase or changes to tariffs as a result of the merger.  Ms. Allen 
also noted that the applicants are not seeking recovery of any acquisition premium or 
costs incurred in accomplishing the proposed reorganization. 
 
 Based on the evidence in record, the Commission finds that the proposed 
reorganization meets the requirements of Section 7-204(b)(7). 
 

H. Section 7-204(c) 
 

 Section 7-204(c) of the Act requires the Commission to make certain findings 
regarding savings resulting from the proposed reorganization, and costs incurred in 
accomplishing the proposed reorganization. Specifically, Section 7-204(c) of the Act 
states: 
 

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. 
(220 ILCS 5/7-204(c))  
 

As such, if the Commission should approve the proposed reorganization, it must make 
two separate findings under Section 7-204(c).  
 
 The Commission notes that the first required finding is determining how any 
savings resulting from the proposed reorganization should be allocated among the 
operating utility, its holding company, its affiliates, its stockholders, and its ratepayers. 
Staff recommends that 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. The Applicants agree with this 
recommendation. 
 
 The second required finding is two-fold: (a) determining whether the Applicants 
should be allowed to recover any costs incurred in accomplishing the proposed 
reorganization; and (b) if so, determining what amount of cost is eligible for recovery 
and how those costs should be allocated among the operating utility, its holding 
company, its affiliates, its stockholders, and its ratepayers. Staff recommends that any 
costs incurred in accomplishing the proposed reorganization in this or any future 
proceeding shall not be recoverable through Illinois jurisdictional regulated rates. The 
Applicants agree with Staff's recommendation. Because Staff and the Applicants agree 
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that zero costs should be recovered, there is no need for a Commission finding on the 
allocation of recoverable cost.  
 
 In summary, Staff and the Applicants agree the Commission should make the 
following rulings in this case:  
 

(1) 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) of the Act); and 

 
(2) Any costs incurred in accomplishing the proposed reorganization in 

this or any future proceeding shall not be recoverable through 
Illinois jurisdictional regulated rates. (Section 7-204(c)(ii) of the 
Act). 

 
 Based on the entirety of the evidence in the record, the Commission finds that 
Staff's two recommended rulings should be adopted. The recommendations by Staff 
witness Mr. Tolsdorf 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 in this or any future proceeding.  
  
IV. FINDINGS AND ORDERING PARAGRAPHS 

  
The Commission, having given due consideration to the entire record herein and 

being fully advised in the premises, is of the opinion and finds that: 
 

(1) Liberty Midstates is a corporation duly organized and existing under the 
laws of the State of Missouri 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) the Commission has jurisdiction over the parties hereto and the subject 
matter herein; 
 

(3) 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; 
 

(4) pursuant to Section 7-204 of the Act, the Commission finds that: 
 
a) the proposed reorganization will not diminish Liberty Midstates 

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; 

8 
 



13-0362 

 
c) The 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; 
 

d) the proposed reorganization will not significantly impair the ability of 
Liberty Midstates to raise capital on reasonable terms or to 
maintain a reasonable capital structure; 
 

e) Liberty Midstates 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 in 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 customers; 
 

(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; and  
 

(6) any costs incurred in accomplishing the proposed reorganization in this or 
any future proceeding shall not be recoverable through Illinois 
jurisdictional regulated rates. 
 

 IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
Applicants' request to engage in the reorganization, through which Liberty Energy 
Utilities Co. will be merged into Liberty Utilities Co., is hereby approved under Section 7-
204 and Section 7-204A. 
 
 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 Merger Agreement or the provisions and purposes thereof or 
described in the record is hereby granted. 
 
 IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 
the Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject to the 
Administrative Review Law. 
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 By order of the Commission this 2nd day of October, 2013. 
 
 
 
       (SIGNED) DOUGLAS P. SCOTT 
 
 
         CHAIRMAN 
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