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SUMMARY 

 
Liberty Utilities (Midstates Natural Gas) d/b/a Liberty Utilities (“Liberty Midstates”) is 

pleased to report to the Commission that it is compliant with all of the conditions set forth 
in Appendix A to the Commission’s Order in Docket 11-0559 approving Liberty Midstates’ 
acquisition of Atmos Energy Corporation’s (“Atmos’”) natural gas distribution assets in 
Illinois. 
 
 A summary of the conditions and their status is set forth below: 
 

Cond. Subject Compliance Type Satisfied?  
1 Compliance Report Ongoing to 2014 Satisfied to date  
2 Commission Appearance Ongoing to 2014 Satisfied to date  
3 Budget Comparison Past Satisfied  
4 Budget Appearance Past Satisfied  
5 Savings Ruling Not required N/A  
6 Costs Ruling Not required N/A  
7 Costs Ruling Not required N/A  
8 Credit Rating Past Satisfied  
9 Cost of Capital Not required N/A  

10 Capital Structure Past Satisfied  
11 Capital Structure Past Satisfied  
12 Allocation Template Past Satisfied  
13 Template Updates Ongoing Satisfied  
14 Gas Purchases Not required N/A  
15 Cam § V Applicability Not required N/A  
16 PGA Charges Not required N/A  
17 Final Accounting Entries Past Satisfied  
18 Executed Documents Past Satisfied  
19 Costs for Audits Not required N/A  
20 Pipeline Safety NOA Past Satisfied  
21 Atmos Form 21 Not required N/A  
22 Liberty Midstates Form 21 Past Satisfied  

 
 At this point, nearly all of the conditions require no further actions by Liberty 
Midstates. All of the required one-time filings and actions have been fulfilled (Conditions 
3, 4, 8, 10, 11, 12, 17, 18, 20, 21 and 22). Certain other conditions are statements of 
Commission determinations or applicable law which do not require further actions by 
Liberty Midstates, although they may guide future Commission decisions or require 
Liberty Midstates to petition the Commission in the event it desires to change the status 
quo (Conditions 5, 6, 7, 9, 14, 15, 16, and 19). 
 



 

 

 The only remaining conditions are ongoing reporting obligations—(1) the 
compliance report which must be provided semiannually through 2014 (Condition 1), (2) 
the compliance presentation to the Commission which must be made annually through 
2014 (Condition 2), and (3) the requirement that Liberty Midstates update its allocation 
templates for its Affiliate Service Agreements (ASAs) (Condition 13). 
 

As the table above indicates, Liberty Midstates has satisfied all of the conditions 
that may be satisfied to date, and is otherwise in compliance with its obligations under 
Appendix A. Compliance with each condition is discussed in further detail below. A copy 
of Appendix A is attached to this report for reference. 

 
As indicated in its prior compliance report, Liberty Midstates views the post-

acquisition period as a successful one for itself and its customers. In addition to its 
ongoing compliance with the conditions in this docket, achievements have included full 
transition to Liberty Midstates systems, implementation of its local focus, minimization of 
customer compliants, and credit upgrades for its parent, Liberty Utilities Co. Liberty 
Midstates considers its transition period complete and successful. 

 
COMPLIANCE WITH CONDITIONS 

 
 Below, we summarize each condition in Appendix A and report on the status of 
Liberty Midstates’ compliance. With respect to the conditions that require ongoing 
compliance, we indicate whether Liberty Midstates is, as of the date of this report, in 
compliance with the condition (it is). With respect to the conditions that required one-time 
compliance in the past, we indicate whether Liberty Midstates fulfilled that condition (it 
has). Finally, for completeness we list the conditions that serve as indicators of the 
Commission’s determinations on a particular issue (such as the allocations of savings and 
costs from the acquisition) or emphasizing applicable law (such as the requirement to not 
obtain gas supply from affiliated interests unless approved or unless approval is not 
required). 
 

A. Recurring Reporting Obligations 

Condition 1 – Semiannual Compliance Report—Currently In Compliance 

Liberty Midstates is required to file semi-annual compliance reports on Liberty’s 
progress toward satisfying the acquisition conditions through 2014. This compliance 
report is the third semiannual compliance report filed by Liberty Midstates. Liberty 
Midstates will be required to file one additional report in 2014. 

Condition 2 – Annual Presentation to Commission—Currently In Compliance 

Liberty Midstates is required to appear before the Commission each year to report 
on Liberty’s compliance until it is no longer required to file semi-annual reports as set forth 
in Condition 1. David Swain made this presentation to the Commission in October, 
2013. Another appearance will be required in 2014. 



 

 

Condition 13 – ASA Allocation Templates—Currently In Compliance 

Pursuant to Condition 12, Liberty Midstates provided the Manager of Accounting a 
template of allocation percentages used to charge Liberty Midstates pursuant to each 
applicable ASA in October 2012 (see below). Condition 13 requires Liberty Midstates to 
update the template annually, with a copy to the Manager of Accounting no later than 
March 31. Liberty Midstates provided the initial allocation templates to the Manager 
of Accounting and engaged in follow-up discussions through March 2013. Updated 
Allocation templates are next due March 31, 2014. This condition continues to apply. 

B. Satisfied Conditions 

  Condition 3 – Budget Report—Satisfied. 
 

Liberty Midstates was required to submit a report comparing actual operations for 
2012 to projected budgets for 2012 and 2013 and stating a conclusion of whether the 
acquisition resulted in an adverse rate impact. Liberty Midstates filed this report and 
concluded that the acquisition did not result in an adverse rate impact. 

Condition 4 – Budget Report Appearance—Satisfied 

Liberty Midstates was required to report on the items in Condition 3 during the 
President’s appearance at the Commission pursuant to Condition 2. David Swain reported 
on the items in Condition 3 in his 2013 appearance before the Commission. 

Condition 8 – Credit Rating—Satisfied 

Liberty Midstates was to file confirmation that its proposed issuance of long term 
debt received certain ratings from credit agencies. Liberty Midstates obtained the 
required credit ratings and filed confirmation as required. 

Conditions 9, 10 – Capital Structure—Satisfied 

Liberty Midstates was required to file a report regarding Liberty Midstates’ post-
acquisition capital structure. Condition 11 would have imposed additional requirements if 
the report showed that the capitalization exceeded book value. Liberty Midstates filed 
the report and the capitalization did not exceed book value. 

Condition 12 – Initial Allocation Template—Satisfied 

Condition 12 required Liberty Midstates to provide the Manager of Accounting with 
a template of all allocation percentages used to charge Midstates pursuant to each 
applicable Affiliate Service Agreement (ASA). Liberty Midstates provided the required 
allocation template for each ASA. 



 

 

Condition 17 – Final Accounting Entries—Satisfied 

Condition 17 required Liberty Midstates to file final accounting entries relating to the 
acquisition. Liberty Midstates filed the required accounting entries relating to the 
acquisition. 

Condition 18 – Filing of Agreements—Satisfied 

Condition 18 required Liberty Midstates to file copies of the executed Asset 
Purchase Agreement and each ASA. Liberty Midstates filed the required documents. 

Condition 20 – Pipeline Safety NOA—Satisfied 

Liberty Midstates was required to respond to an NOA letter issued by the Pipeline 
Safety Program. Liberty Midstates responded to the letter and addressed all issues 
identified. The PSP has not identified further issues and Liberty Midstates believes 
this condition is completed. 

Condition 22 – Form 21—Satisfied 

 Liberty Midstates was required to file an ICC Form 21 for 2012 following the 
acquisition, including a simple consolidation of this form with Atmos’ Form 21. Liberty 
Midstates filed its 2012 ICC Form 21 with simple consolidation as required. 

C. Conditions Not Relating to Compliance 

In approving the acquisition, the Commission set forth certain conditions that it may 
apply in future proceedings. These conditions are not subject to compliance by Liberty 
Midstates, but rather represent the manner in which the Commission plans to make future 
determinations, or emphasize provisions of law or the approved ASAs that are otherwise 
applicable to Liberty Midstates. They include: 

• Conditions regarding the treatment of the costs and savings associated with the 
acquisition (Conditions 5, 6 and 7). 

 
• A condition stating how the Commission would limit the pre-tax cost of capital for 

Liberty Midstates in its next rate case proceeding (Condition 9). 
 

• A condition acknowledging that Liberty Midstates’ may not purchase or sell gas 
supply from affiliated entities unless approval is petitioned for and granted by the 
Commission or unless approval is not required by law (Condition 14). 

 
• A condition requiring that Section V of Liberty Midstates’ CAM not apply to Liberty 

Midstates in Illinois (unless Liberty Midstates’ seeks Commission approval to 
receive specific services) (Condition 15). 

 



 

 

• A condition acknowledging that as a regulatory matter, Liberty Midstates shall be 
liable for outstanding over-recovered Purchased Gas Adjustment (PGA) charges, 
and shall be entitled to all outstanding under-recovered PGA charges, relating to 
open documents for prior periods (Condition 16). 

 
• A condition requiring Liberty Midstates to reimburse the Commission for costs 

associated with out-of-state audits or inspections of books and records (Condition 
19). 

 
• A condition requiring Atmos to file ICC Form 21 for 2012 up to the acquisition 

(Condition 21). 
 

Liberty Midstates considers these conditions to be Commission determinations or 
statements of the law and not subject to its compliance except insofar as it has an 
obligation to comply with the law generally, and it understands that the Commission has 
made the above determinations. Liberty Midstates is not in violation of any of these 
conditions. 

CONCLUSION 

Liberty Midstates is please to indicate compliance with the conditions in Appendix A. To 
the extent the Commission or its Staff has any questions or comments, please do not 
hesitate to contact Chris Krygier, Director, Regulatory and Government Affairs for Liberty 
Utilities at (573) 755-0100 (Christopher.Krygier@LibertyUtilities.com), or Art Bresnahan as 
attorney for Liberty Utilities at (312) 399-1599 (ab@zpwlaw.com). 
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Required Conditions of Approval in Docket No. 11-0559 
 
 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 (filed 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 

 
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. 
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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) 

 
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 
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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 or selling 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. 

 
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 
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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. 


