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UNITED STATES OF AMERICA

FEDERAL ENERGY REGULATORY COMMISSION

Liberty Energy (Midstates) Corp.                                      Docket No. CP12-41-000

ORDER DETERMINING SERVICE AREA

(March 30, 2012)


On January 4, 2012, Liberty Energy (Midstates) Corp. (Liberty Midstates) filed an application requesting that the Commission designate, pursuant to section 7(f) of the Natural Gas Act (NGA),
 a service area within which Liberty Midstates may operate without further Commission authorization, and enlarge and expand its natural gas distribution facilities.  Liberty Midstates also requests a waiver of the Commission’s accounting and reporting requirements and other regulatory requirements ordinarily applicable to natural gas companies under the NGA and the Natural Gas Policy Act of 1978 (NGPA).
  


The Commission will grant Liberty Midstates’ request since the requested service area determination is consistent with the purpose of section 7(f) to permit an LDC to enlarge or expand its facilities to supply market requirements without further Commission approval.  The service area determination will allow for more efficient operation and more reliable service to Liberty Midstates’ customers.

Proposal/Background

Liberty Midstates is a Missouri corporation and wholly owned subsidiary of Liberty Utilities Co.  Liberty Utilities Co. is a wholly owned subsidiary of Algonquin Power & Utilities Corp. (APUC), whose principal place of business is located in Oakville, Ontario, Canada.  Liberty Midstates, a newly created entity, will purchase and own the regulated natural gas distribution assets of Atmos Energy Corporation (Atmos) in Missouri, Illinois, and Iowa.

Liberty Midstates states that it agreed on May 12, 2011, to acquire Atmos’ natural gas utility assets located in Missouri (the Missouri facilities), Illinois, and Iowa by April 1, 2012.  The non-contiguous Missouri facilities include approximately 2,179 miles of pipelines of various diameters between 2 inches and 12 inches, comprising a high pressure natural gas distribution system which will serve over 83,000 customers via numerous distribution systems in more than 65 Missouri communities.  


Concurrently with the acquisition of the non-contiguous Missouri facilities, Liberty Midstates will also acquire from Atmos approximately 35 feet of 4-inch diameter pipeline (the Kansas facilities) located in Linn County, Kansas, and Bates County, Missouri.  The Kansas facilities run from the outlet valve on Atmos’ State Line meter setting, under State Line Road in Linn County to the Kansas-Missouri border, to Liberty Midstates’ distribution customers in the towns of Hume and Rich Hill, Bates County, Missouri.  Liberty Midstates will receive natural gas in Kansas from Atmos, who will receive the natural gas upstream at an interconnection between Atmos’ Kansas pipeline facilities and the interstate natural gas facilities of Southern Star Central Gas Pipeline, Inc. (Southern Star).  Southern Star will transport natural gas in interstate commerce for Liberty Midstates as shipper or for a supplier of natural gas to Liberty Midstates.

 

Interventions

The application was noticed by publication in the Federal Register on January 20, 2012 (77 Fed. Reg. 2,964), with comments, protests, and interventions due on or before February 2, 2012.  Atmos Energy Corporation filed a motion to intervene and the Missouri Public Service Commission (Missouri PSC) filed a notice of intervention.
  No protests, motions to intervene in opposition, or adverse comments were filed.

Findings

Section 7(f)(1) of the NGA provides:

The Commission, after a hearing had upon its own motion or upon application, may determine the service area to which each authorization under this section is to be limited.  Within such service area as determined by the Commission a natural-gas company may enlarge or expand its facilities for the purpose of supplying increased market demands in such service area without further authorization. [56 Stat. 84 (1942); 15 U.S.C. §717F (f)]

The Commission has consistently recognized that section 7(f) 

service area determinations are appropriate for companies primarily engaged in the business of local distribution of natural gas, but whose facilities cross state lines for certain geographical reasons.
  Factors considered in determining whether a company qualifies for a service area determination are whether: 

(1) state or local agencies regulate the company’s rates;

(2) the company has an extensive transmission system;

(3) authorizing the service area will have a significant effect on neighboring distribution companies; and, 

(4) the company makes sales of natural gas for resale.


First, Liberty Midstates now has rates on file with and will be regulated by the Missouri PSC.


Second, Liberty Midstates neither owns nor operates an interstate natural gas transmission system, nor will it have an extensive transmission system in Missouri.  Liberty Midstates does not have any transmission pipeline in the requested service area, and will have only approximately 2,179 miles of high-pressure distribution pipeline in Missouri.  The 35-foot interconnection with Atmos in Kansas only allows Liberty Midstates to obtain additional natural gas supplies in Kansas to serve customers in an area of Missouri that currently has no other source of natural gas.  


Third, Liberty Midstates is the only company that will provide natural gas distribution services in the proposed service area.  Since the Kansas facility will only provide a short interconnection across the Kansas/Missouri state line and not enable Liberty Midstates to provide natural gas directly to consumers in Kansas,  granting the Missouri service area determination will not have a significant effect on any other natural gas distribution company.  


Fourth, Liberty Midstates will be primarily engaged in the direct sale and distribution of natural gas to end-users in Missouri at retail.

No environmental impact would be involved with the approval of this 

proposal.  For the reasons stated above, approval of Liberty Midstates’ request for a section 7(f) service area determination is granted as requested.  The service area determination will relieve Liberty Midstates of Commission regulations otherwise applicable to the enlargement or extension of its facilities within the service area and the transportation of gas in interstate commerce within the service area.


Although Liberty Midstates did not request to be treated as an LDC for the purposes of section 311 of the NGPA, the Commission has previously held that section 7(f) companies should be treated as such.  Although Liberty Midstates will own pipeline facilities that cross the Kansas-Missouri border, it will operate as an LDC within its service area.

With respect to the request for waiver of regulatory requirements, it is

noted that, notwithstanding a section 7(f) determination, a company remains a natural gas company under the NGA.  In granting section 7(f) service area determinations, however, the Commission has included appropriate regulatory waivers.  No regulatory gap will exist because Liberty Midstates will remain subject to the accounting, reporting, and other rules and regulations of the Missouri PSC.  There is no need to duplicate on the federal level requirements already imposed on Liberty Midstates by the state regulatory agencies.  Review of Liberty Midstates’ proposal indicates that there are no accounting, environmental, gas supply, or rate issues involved.

Pursuant to 18 CFR 375.308, it is ordered that:


(A)  Liberty Midstates is granted a service area determination under section 7(f) of the NGA, as described herein and more fully in the application.


(B)  Liberty Midstates is determined to be an LDC for purposes of section 311 of the NGPA.



(C)  Liberty Midstates is granted a waiver of reporting and accounting requirements, as well as other rules and regulations under the NGA and NGPA, that are ordinarily applicable to natural gas companies. 

Michael J. McGehee

Director

Division of Pipeline Certificates

Office of Energy Projects

� 15 USC § 717, et seq.


� 15 USC § 3301, et seq.


� Liberty Midstates also filed an application with the Commission on January 4, 2012, in Docket No. CP12-42-000 for a blanket transportation certificate pursuant to § 284.224 of the Commission’s regulations.  Atmos filed an application with the Commission on January 31, 2012, in Docket No. CP12-53-000 for a blanket transportation certificate pursuant to § 284.224 of the Commission’s regulations. 


� Timely, unopposed motions to intervene are granted by operation of Rule 214 of the Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.214 (2006).


� See e.g., Piedmont Natural Gas Company, Inc., 136 FERC ¶62,037 (2011); Minnesota Energy Resources Corporation, 134 FERC ¶62,296 (2011); Corning Natural Gas Company, 133 FERC ¶62,029 (2010); and Michigan Gas Utilities Corporation, 117 FERC ¶62,045 (2006).





