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I.C.C. DOCKET NO. 12-0655 

TESTIMONY OF VICTOR W. EDWARDS 

LIBERTY ENERGY (MIDSTATES) CORP. 

d/b/a LIBERTY UTILITIES 

 
1 Q. Would you please state your name, responsibility, and business address? 

2 A. Victor W. Edwards, Director of Regulatory and Government Affairs, Liberty 

3  Energy (Midstates) Corp. d/b/a Liberty Utilities (Liberty, the Company), 2370 

4  N. High St. STE 1, Jackson, Missouri 63755. 

5 Q.  Please briefly summarize your educational background and experience within 

6  the natural gas industry. 

7 A. I have a Bachelor of Science degree in Business Administration, with a major in 

8  Accounting from Auburn University in Montgomery.  I have worked in the  

9  regulatory field since 1993, three years working in the telecommunications  

10  industry, 16 years in total with Atmos Energy Corporation and since August,  

11  2012, with Liberty as the Director of Regulatory and Government Affairs. Among  

12  other responsibilities, my current position includes oversight of gas cost recovery  

13  for the Company’s utility operations in three states: Illinois, Missouri and Iowa. 

14 Q. Have you testified before this Commission? 

15  Yes, I have testified before this Commission in ICC Docket No. 04-0672,  

16  05-0738, 06-0741, 07-0567, 08-0622, 09-0536, 10-0683 and 11-0758. 

17 Q. Please state the purpose of your testimony in the proceeding. 

18 A. The purpose of my testimony is to present the evidence required by the 

19  Commission’s Citation Order dated December 5, 2012. The evidence required  

20  consists of:  1) the reconciliation of revenues billed under the PGA clause with the 
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1  actual cost of gas obtained during the 2012 reconciliation year; 2) the prudence of  

2  the gas supply purchases during the reconciliation year; and 3) a description of the  

3  measures taken to insulate the PGA from price volatility in the wholesale natural  

4  gas market. 

5 Q. Please provide a general background of Liberty’s Illinois operations before 

6  presenting the required evidence. 

7 A. Liberty provides natural gas service to five zones in Illinois:  Virden, Vandalia,  

8  Harrisburg, Metropolis, and Salem.  The gas supply for these service areas is 

9  received through separate interstate pipelines:  Panhandle Eastern Pipe Line  

10  Company, Natural Gas Pipeline Company of America, Texas Eastern  

11  Transmission Corporation, Trunkline Gas Company, and Mississippi River  

12  Transmission Corporation. In accordance with the Company’s tariff, only one  

13  state-wide reconciliation is submitted for the 2012 reconciliation year. 

14 Q. What evidence are you presenting to show the reconciliation of revenues  

15  under the PGA clause with the actual cost of gas supplies obtained during the  

16  2012 reconciliation year? 

17 A. Page 1 of the Exhibit reflects the minimum filing requirements set forth in the 

18  Citation Order.  Pages 2 and 3 of the Exhibit consist of three sections:  Gas costs  

19  recoverable through the PGA clause, titled “Gas Cost Recoverable through Gas  

20  Charge”; revenues billed under the PGA clause, titled “Gas Cost Recovered” and  

21  the net reconciliation balance. The “Gas Cost Recoverable through Gas Charge”  

22  consists of all invoiced gas cost (commodity cost and, where applicable, contract  

23  demand cost, storage demand cost, and transportation charges on spot market gas),  

24  plus the commodity cost of gas withdrawn from storage at the applicable, First-in,  
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1  First-out (FIFO) inventory rate, plus the interest of any unamortized balance of  

2  Factor A on Schedule II in the Company’s monthly PGA filings, less the  

3  commodity cost of gas injected into storage at the applicable (FIFO) inventory  

4  rate, less the cost of gas used by the Company at the system average cost of gas  

5  during the month of usage. Exhibit I reflects the totals of all the Illinois service  

6  areas, with the 2012 total recoverable gas costs of $8,938,024.90 and the 2012  

7  total gas cost recoveries of $7,577,080.44, leaving the net amount of  

8  $1,360,944.46 for under recoveries in 2012. 

9 Q. Is Liberty requesting any Factor O adjustments? 

10 A. Yes. Liberty is requesting a Factor O adjustment of $48,865.53 which is the  

11  remaining under-recovery after the calculation on Exhibit I. 

12 Q. Please explain the method utilized to purchase gas for Liberty’ Illinois service  

13  areas. 

14  The Company has contracts with five interstate pipelines.  Those interstate  

15  pipelines and the Liberty’ operating areas served are: Panhandle Eastern Pipeline  

16  Company (Panhandle) serving Virden; Natural Gas Pipeline Company of America  

17  (Natural) serving Vandalia, Salem and Altamont; Trunkline Gas Company  

18  (Trunkline) serving Metropolis, Salem and Virden; and Mississippi River  

19  Transmission Corporation (MRT) serving Salem; and Texas Eastern Transmission  

20  (TETCO) serving Harrisburg and Galatia.  All of the contracts are transportation  

21  and/or storage contracts, and Liberty is responsible for the acquisition of the gas  

22  supply from whatever source it chooses.  The Company moves gas through  

23  Natural, MRT, and TETCO under a demand/commodity transportation rate  

24  schedule.  The gas moved through Trunkline and Panhandle is under a one-part  
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1  transportation rate schedule.  All of the service areas have purchased storage  

2  services.  The acquisition of the actual gas varies by service area.  All of the  

3  contracts are based on market sensitive industry indices for the reconciliation  

4  period. In addition, the Company entered into NYMEX financial swap contracts  

5  on approximately 37% of expected normal winter requirements net of storage  

6  withdrawals for the January 2012 through March 2012 period in order to mitigate  

7  any impact of possible natural gas price spikes in the PGA rates to customers. The  

8  Company entered into NYMEX financial swap contracts on approximately 34% of  

9  expected normal winter requirements net of storage withdrawals for the months of  

10  November 2012 and December 2012. 

11 Q. How does the bidding process work? 

12 A. The Company solicits bids from suppliers and marketers.  During the first half of 

13  calendar year 2012, Atmos Energy Corporation (“Atmos”) RFPs were posted on 

14  Atmos’ RFP website. During the latter half of calendar year 2012 (and continuing 

15  through March 2013) Atmos, as Agent on behalf of Liberty, issued Liberty RFPs 

16  on Atmos’ website. The website generates email notifications to suppliers who  

17  have registered as users on the website.  The request for bids contains information  

18  such as quantity of gas, the serving pipeline, and length of contract.  During the  

19  first half of calendar year 2012 Atmos’ affiliate AEM did not participate in the 

20  RFPs. If the affiliate had participated, a set of Affiliate Rules established in June 

21  2003 would apply which outline the elements for compliance. Liberty does not 

22  have a marketing affiliate. After bids are received, the Company evaluates those  

23  bids by taking  into consideration a number of factors including the  

24  supplier/marketer’s experience, reliability of supply, and price. The Company  
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1  must have assurance of the bidder’s experience and reliability of supply before  

2  awarding a contract.  If several bidders meet these criteria, the bidder with the  

3  lowest price is chosen. 

4 Q. Please describe the measures taken by the Company to insulate the PGA from 

5  price volatility. 

6 A. The Company uses a portfolio like approach to insulate the PGA from price  

7  volatility consisting of NYMEX financial swap contracts, physical storage  

8  withdrawals, and market purchases. The Company utilized the first component of  

9  the portfolio, NYMEX financial swap contracts, to hedge approximately 38% of  

10  the normal winter requirements net of storage withdrawals for the period January  

11  2012 through March 2012 and 34% of the expected normal winter requirements 

12  net of storage for the November 2012 and December 2012 periods. Storage, the  

13  second component of the portfolio, supplied approximately 38% of the actual 

14  winter requirements for the January 2012 to March 2012 period and 25% for the  

15  November 2012 to December 2012 period. The remaining volumes were 

16  purchased at the spot market price.  

17 Q. Is it your opinion that the Company is engaging in prudent gas purchasing  

18  decisions? 

19 A. Yes. 

20 Q. Does this conclude your testimony at this time? 

21 A. Yes




