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Executive Summary

During 2007 and 2008, Liberty conducted an investigation of the pipeline safety program of
Peoples Gas Company. In August 2008, Liberty issued its final report, which contained 66
recommendations for improvement of the pipeline safety program. Phase 2 of Liberty’s work
involved verification and monitoring of Peoples Gas’ implementation of those recommendations.
Each three-month period for two years, Liberty issued an updated status of its verification work.
This is the eighth and final these reports, roughly covering the period from December 2008
through November 2010.

The body of this report provides a table summary of the status of each recommendation and a
more detailed description of the recommendation, Peoples Gas’ implementation plan, and the
results of Liberty’s verification work. Much of the verification discussion is a chronology of
Liberty’s quarterly work. This executive summary highlights what Liberty considers the most
significant recommendations in terms of areas in which Peoples Gas made improvements or still
needs to make improvements and areas that Liberty considers important that the ICC Staff
continue to monitor.

The most important issue from a gas safety perspective and for which Peoples Gas needs to
improve relates to a lack of qualified personnel. Liberty’s original audit recommended that
Peoples Gas improve its quality assurance and quality control programs and require that General
Supervisors spend more time in the field (Recommendations V-7, V-8, and V-9). After two
years, Liberty found that there is a lack of qualifications (knowledge of field activities,
experience, and training) within Peoples Gas’ auditing group. Moreover, the auditing group does
not have a sufficient number of personnel to perform its original functions, let alone performing
more intense and needed quality reviews. Peoples Gas made some progress in removing planning
tasks for General Supervisors, but there remains a lack of field presence in supervising crew site
activities.

Historically within the gas industry, union personnel with experience, knowledge, and skills have
been an important resource for filling management and auditing positions. However, Peoples
Gas’ current pension and medical benefit rules dampen or eliminate any incentive for former
union, field personnel to join management and quality auditing. Auditors should know as much
or more about audited field activities than the person performing the activity, but Peoples Gas
does not have a source for qualified auditors. Liberty is concerned that retirements likely in the
next few years will worsen the situation.

Regulation 49CFR192.605(b)(8) requires Peoples Gas to periodically review the work done by
its personnel to determine the effectiveness and adequacy of the procedures used in normal
operation and maintenance, and modifying the procedures when deficiencies are found. Peoples
Gas cannot effectively comply with this regulation and with its own quality program
requirements due to the lack of qualified auditors. The limited field presence of supervisors
exacerbates the problem. Peoples Gas will undertake a significant pipeline replacement program
starting next year. Assuring the quality of this work by its own and contractor personnel presents
a significant challenge and is a high-risk safety issue.
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In addition to its system enhancement program and safety code-mandated requirements, a
concern for the future is Peoples Gas’ ability to maintain an adequate number of experienced,
qualified field personnel to reduce its leak backlog (Recommendation II1-17). Initially, Peoples
Gas was able to reduce its year-end leak backlog by targeting a portion of its cast iron and ductile
iron (CI/DI) main replacements in areas experiencing leaks and through increased focus and
oversight of leak repair activities. However, for the past two years, Peoples Gas reduced the level
of planned CI/DI main eliminations to between 15 to 20 miles per year, and will only replace 10
miles during 2010. Even with increased crews assigned to work and repair its leaks, Peoples Gas
has not been able to reduce its leak backlogs at year-end for the past two years.

Liberty recommendations II-5 through II-11 dealt with needed improvements in Peoples Gas’
damage prevention programs and efforts. Peoples Gas made progress in this area and Liberty
completed its verification work on those recommendations. However, excavation damage poses
by far the single greatest threat to the reliability and integrity of Peoples Gas’ distribution
system. In Chicago, there are no civil penalties or effective policy provisions for private or
municipal excavators who violate guidelines or damage underground facilities. States that have a
comprehensive and effective damage prevention program have enforcement of damage-
prevention laws, and regulations and civil penalties for violations. An Illinois or Chicago
enforcement policy would result in a substantially lower probability of excavation damage to
Peoples Gas’ pipeline facilities and thus a lower risk of serious accidents. Mandatory training is
an effective alternative or supplement to civil penalties and, as an enforcement tool, promotes
compliance with damage prevention laws and regulations. Peoples Gas and the ICC should try to
urge the city to require training or possibly restrict city permits for excavators who continue to
damage underground facilities. Lack of enforcement is a key gap in damage prevention within
the city of Chicago. Liberty recommends that the ICC consider various solutions to resolve this
issue such as merging JULIE & DIGGER, legislative changes to allow enforcement within the
City of Chicago, and the ICC acquiring jurisdiction for enforcement statewide with no
exceptions.

Liberty recommended that Peoples Gas test casings to ensure electrical isolation from the carrier
pipe (Recommendation II-20). Federal regulation CFR192.467 requires that all operators ensure
that there is electrical isolation between carrier piping and their respective casings. To prove
such isolation, operators should test casings each year. Peoples Gas has not tested their casings
for electrical isolation for many years (if ever) and must do so to meet Illinois and Federal gas
safety regulations. Electrical shorts or contacts are areas where corrosion cells may occur or they
may reduce the effectiveness of the cathodic protection system in surrounding areas. Liberty
found that Peoples did not test its casings (and in fact did not know where many of their casings
were located) for electrical isolation. Peoples Gas started a program to locate and eventually test
each casing for isolation. One of the factors lengthening the process to test each casing was that
many casings and or their carrier pipes did not have local test points. During a visit in the
summer of 2010, Liberty demonstrated some techniques of testing for electrical isolation that did
not require local test points. Peoples Gas should now be able to complete rapidly its testing and
make remediation of contacted or shorted casings promptly.

There are additional issues in the corrosion control area that require Peoples Gas’ attention.
Recommendation II-19 called for Peoples Gas to evaluate atmospheric corrosion inspection
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practices. Peoples Gas considered this recommendation completed and implemented but neither
Liberty nor the ICC Staff found the current methods acceptable. Liberty recommended that
Peoples Gas demonstrate implementation of best corrosion control practices (Recommendation
II-25). Liberty suggests that the ICC Staff monitor this area to ensure that there is continual
change and improvement in Peoples Gas’ methods and training. Finally, Liberty recommended
that Peoples Gas improve its corrosion control record keeping (Recommendation II-23). The
company made significant progress in this area but still needs to modify the new management
information system (WAM) to be user friendly with regard to corrosion control records.

Activities in the corrosion control area formed the genesis of Liberty’s original audit.
Recommendations in this area for which Peoples Gas showed significant improvement are:
¢ Bring experience and stability to the corrosion control organization (Recommendation II-16)

e Improve the accuracy of corrosion control readings (Recommendation II-17)
e Improve the methods and timeliness of corrective actions (Recommendation II-18).

Peoples Gas showed improved performance for other important safety issues. These include:

e Recommendation II-3: Evaluate cast iron replacement policies and increase replacement rates
in the North district. Peoples Gas’ long-range plans include an approach to address this
system safety threat by eliminating more of these vulnerable mains (as compared with other
districts) in the first years of its multi-year CI/DI elimination program.

e Recommendation II-4: Implement a systematic replacement program of vulnerable service
lines. Peoples Gas identified its more vulnerable service lines for replacement at the time of
system improvements associated with its multi-year CI/DI main replacement program. This
increased emphasis on replacing its higher risk services appears to be in agreement with the
new federal distribution-system integrity requirements.

e Recommendation III-16: Improve leak management practices. The area was one that saw
very significant improvement by Peoples Gas. The steps taken include:
0 Management oversight at the Operations Vice President and the District Manager
level

0 Operations management was actively engaged and knowledgeable of the practices
its leak repair personnel were using to respond to reports of leaking gas hazards
and to reduce the hazard at leaking gas sites

0 Using two to three crews devoted to drilling holes at leak location sites to
investigate and pinpoint locations for follow-on crews to excavate and make leak
repairs

0 Maintaining close control and oversight of those leak hazard locations that could
be reduced or eliminated without repair

0 General Supervisors maintained leak logs that document the instances, dates,
locations, and reasons leak repair crews determined it necessary to excavate a
vent and leave a leak location prior to repair.

e Recommendation III-18: Implement practical testing of leak investigation personnel and
Recommendation III-14: Improve leak response times represented areas for which Peoples
Gas made significant improvements.
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I. Introduction and Summary

During 2007 and 2008, Liberty conducted an investigation of the pipeline safety program of
Peoples Gas Company (“Peoples Gas” or “PGL”). On August 14, 2008, Liberty issued its final
report, which contained 66 recommendations for improvement of the pipeline safety program.
Phase 2 of Liberty’s work involves verification and monitoring of Peoples Gas’ implementation
of those recommendations. In October 2008, Peoples Gas issued a draft implementation plan for
each recommendation. Liberty provided comments on that plan; the Illinois Commerce
Commission (ICC) Staff and Liberty met with Peoples Gas in November 2008 to discuss the
plan. In late January 2009, Peoples Gas provided a new implementation plan that addressed those
comments and discussions. That implementation plan is included as Appendix A to this report.

Each quarter (three-month period) for two years, Liberty issued an updated status of its
verification work. This is the eighth and final these reports, roughly covering the period from
December 2008 through November 2010.

This report contains two main sections:
L This introduction and a table that provides a summary of the status of Liberty’s
verification work on each recommendation.

II. A summary of the verification work on each recommendation

The following table lists each of the 66 recommendations and addresses the following questions

for each recommendation:

e Did Peoples Gas take the actions in its implementation plan?

e Did Liberty complete its verification work? An asterisk (*) indicates Liberty’s suggestion
that the ICC Staff continue verification work or monitor activities for this recommendation

Peoples Gas’ | Verification

Rec. # Recommendation Actions? | Complete?

Overall Observations
I-1 Improve the management-level
organization.

Mains and Services

Yes Yes

Change replacement-weighting factors to
II-1 assign a higher priority to vulnerable Yes Yes
components and those with greater risks.

1I-2 Improve the coupon-sampling program. Yes Yes

Evaluate cast iron replacement policies
II-3 and increase replacement rates in the Yes Yes*
North district.

Implement a systematic replacement
program of vulnerable service lines.

11-4 Yes Yes
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Peoples Gas’ | Verification

Rec. # Recommendation Actions? Complete?

Excavation Damage Prevention

Designate a manager with overall
II-5 responsibility for the excavation damage- Yes Yes
prevention program.

Work with DIGGER to develop and
II-6 maintain a complete list of excavation Yes Yes
contractors.

Work with DIGGER to develop a
11-7 program to screen out bogus emergency- Yes Yes
locate requests.

11-8 Upgrade the training program for
locators.

Develop and implement a
communications and training protocol for

Yes Yes

-9 the City of Chicago municipal workers Yes Yes
and private contractors.
11-10 Develop and implement a procedure for Yes Yes

monitoring directional boring activities.

Develop and implement criteria and a
II-11 procedure for conducting inspections of Yes Yes
excavating sites.

Develop and implement a procedure for
I1-12 sealing exposed cast iron joints that are Yes Yes
subject to pressures of 25 psig or less.

Review and implement Common Ground

II-13 Alliance (CGA) best practices not in Yes Yes
place.
1-14 Develop and implement a root-cause Yes Yes

analysis program.

Develop a system for tracking
II-15 performance metrics for the damage Yes Yes
prevention program.

Corrosion Control

Bring experience and stability to the

II-16 ) N Yes Yes
corrosion control organization.
Improve the accuracy of corrosion control

-17 pr y Yes Yes
readings.
Improve the methods and timeliness of

11-18 prov . Yes Yes
corrective actions.
Evaluate atmospheric corrosion

1-19 : ; P Yes No*
Inspection practices.
Test casings to ensure electrical isolation

11-20 & Yes No*

from the carrier pipe.
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Peoples Gas’ | Verification

Rec. # Recommendation Actions? | Complete?
I1-21 Improve organizational communications. Yes Yes
11-22 Improve corrosion control training. Yes Yes
11-23 Improve corrosion control record keeping. Yes Yes
11-24 Improve pipe storage practices. Yes Yes
11-25 II))rczlrcr}[?crlesst.1rate implementation of best Yes Yog*
Pressures, Valves, Regulators, and Odorization

Determine the resources necessary to
-1 ensure all annual valve inspections are Yes Yes

accomplished within scheduled
timeframes.

Develop a means to track and report
histories of valve inspections to identify
II1-2 valves that cause continual problems, and Yes Yes
to focus the inspections and maintenance
on those problems.

Resolve interface problems with the

1I-3 chartless recorders. Yes Yes
Analyze the gas system to determine
-4 sampling sites that will ensure proper Yes Yes

concentrations of odorant reaches all parts
of the system.

Develop a schedule and verify that
III-5 personnel who perform "sniff" tests Yes Yes
possess normal olfactory senses.

Conduct adequate training for Gas
I11-6 Operations Section (GOS) on valves and Yes Yes
regulators.

Re-evaluate the odorant sampling and
II1-7 documentation paper system and convert Yes Yes*
it to an electronic format.

Emergency Response

Increase the frequency of employee

I1I-8 . Yes Yes
emergency-plan training.

111-9 Perform joint training with outside Yes Yes
responders

1-10 Perform realistic drills with outside Yes Yes
responders

11 Increased training for outside first Yes Yes
responders

12 Provide map access for service section Yes Ves

personnel
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. Peoples Gas’ | Verification
Rec. # Recommendation Actions? | Complete?

Leak Management

III-13 Evaluate business district boundaries. Yes Yes

I1I-14 Improve leak response times. Yes Yes

M1-15 Improve Inside Sa.fet.y Inspection Yes Yes
procedures and training.

III-16 Improve leak management practices. Yes Yes

II-17 Reduce the year-end leak backlog. Yes No*

1-18 ympler.nen-t practical testing of leak Yes Yes
investigation personnel.

Construction

V-1 Deve!op specific and comprehensive job Yes Ves
descriptions.

V-2 ReV1§W and formalize contractor Yes Yes
requirements documents.

V-3 Develqp detailed construction inspection Yes Yes
checklists for construction inspectors.
Re-evaluate and justify the number of

Iv-4 contractor construction projects assigned Yes Yes
to its Construction Technicians.
Require contracting crews to cut out and

IV-5 destructively test the first fusion joint of Yes Yes
each day's work.
Develop a means to determine the

IV-6 qualifications of individuals performing Yes Yes
covered tasks on job sites.

V-7 Conduct audits of contractor crews as No No*
required.

Operator Qualifications

V-1 Reylgw and improve the curricula of all Yes Yes
training classes.

Vo2 ReYlew apd reduce non-training job Yes Yes
duties of instructors.

V3 Revise .the testing methods for evaluations Yes Yes
of qualifications to perform covered tasks.
Ensure that all contractors have

v4 acceptable Operator Qualification Plans. Yes Yes

V-5 Analyze crew-leader retest failures. Yes Yes

V-6 Modify requalification interval practices. Yes Yes
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Peoples Gas’ | Verification

Rec. # Recommendation Actions? Complete?

Address the new Pipeline and Hazardous
V-7 Materials Safety Administration Yes Yes
(PHMSA) training requirements.

Quality Assurance and Quality Control

Improve the Quality Assurance / Quality
Control (QA/QC) Program.

Programs, Maps, and Records

V-8 No No*

Provide the means for, and require that,
V-9 General Supervisors spend more time in Yes No*
the field on job sites with their crews.

Upgrade the legacy computer systems as

V-10 Yes Yes
planned.

V-11 Develop a §tructured process for long Yes Ves
term planning.

V.12 Develgp and implement a procedure for Yes Yes
up-rating low-pressure mains.

V-13 Review industry committee participation. Yes Yes
Establish the combined Integrys successor

V-14 to the Peoples Materials Standards Yes Yes
Committee (MSC).

Performance Measures

VI-1 Implement a modern and effective Yes Ves

performance measures program.

* Liberty suggests that the ICC Staff continue verification work or monitor activities for this
recommendation.
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Recommendation

I-1

Improve the management-level organization.

Liberty recommended that Peoples Gas have one manager for each of the functions listed below.
These managers would have matrix responsibility for that function for all three divisions, and
would report to the Vice President on that function.

e Damage Prevention

e Corrosion Control

e Leak Management

e Operator Qualification and Training

¢ Quality Assurance and Performance Monitoring

Liberty recommended that Peoples Gas implement this recommendation within one year of the
date of Liberty’s final report.

Background

During its audit study of Peoples Gas’ code compliance activities, Liberty found Peoples Gas did
not exhibit strong performance in any of the areas examined. Liberty concluded that Peoples Gas
was particularly weak in corrosion control, excavation damage prevention, and performance
monitoring and measurement. Liberty attributed organizational and staffing issues at the root of
these weaknesses.

Liberty found that the Vice President, Field Operations, was responsible for field operations and
construction, including most safety-code requirements, except for engineering and some support
functions. However, there was no senior management level ownership and responsibility for
some important functional areas below the level of Vice President leading to fragmented
decision-making, and a lack of ownership of the entire program or individual aspects of it.

Liberty recommended that Peoples Gas assign specific management-level ownership and
responsibility for damage prevention, corrosion control, leak management, operator
qualifications and training, and quality assurance and performance monitoring. The programs
would perform better, focusing on key activity objectives with either an individual responsible
for each of the programs or an individual having matrix responsibility for a program that reports
to the Vice President, Field Operations, directly on the performance of an individual program.

Peoples Gas’ Implementation Plan

Peoples Gas indicated that it adopted Liberty’s recommendation in part as described by the items

listed below.

e Damage Prevention — Peoples Gas indicated that it would hire a manager of System Integrity
who will have primary focus and responsibility for damage prevention. The Company agreed
that centralizing damage prevention and assigning a manager/leader of System Integrity
made good sense.

e Corrosion Control — Peoples Gas said that it assigned a manager to this function.

e Leak Management — Peoples Gas said that it would keep this organization as is, believing
leak management is best handled through district shop management.
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e Operator Qualification and Training — Peoples Gas indicated that it has separate management
of Operator Qualification and Training under review. The Technical Training and Standards
group will address operator qualification and training issues.

e Quality Assurance and Performance Monitoring — The Compliance Monitoring Group
(CMG) will be taking on the responsibility for Quality Assurance under the existing CMG
leadership. Peoples Gas will assign performance management to CMG under its current
leadership.

Verification Discussion and Conclusions

In January 2009, Peoples Gas advised that:'
e It has met its commitment for assigning a manager of the corrosion function. Liberty will
review this assignment during its work on other corrosion control recommendations.

e Operator Qualification and Training (OQ and T), and Quality Assurance and Performance
Monitoring (QA and PM), have individual manager ownership.

e Peoples Gas has not yet filled the position on Integrity Manager, whose duties would include
damage prevention.

e It has identified key performance indicators for improving its damage prevention
performance and for reducing pending leaks.

With regard to leak management, Peoples Gas believes the function ties closely to the daily
maintenance work for each shop, and therefore it is most effective to keep management of leaks
under the direct control of individual district management. Accordingly, during this verification
phase of its work, Liberty will evaluate the effectiveness of Peoples Gas’ district operations
managers in their oversight and development of the means to improve the company’s leak
management.

Peoples Gas informed Liberty that it held a series of meetings among its managers and union
personnel to emphasize how the company may achieve improvements in its leak management
practices. Peoples Gas established an annual target of 10 percent reduction in leaks pending at
year-end. For the metric pending leaks divided by leaks repaired, Peoples Gas has established a
goal of 14 percent for 2009 and 10 percent for 2010. Peoples Gas also stated that the percentage
of pending Type 2 leaks is 30, compared with pending Type 3 leaks of 70 percent, and that it has
been successful in driving down its leak/mile in emphasizing the reduction of Type 2 leaks.
Peoples Gas has implemented a process for addressing venting leaks without repairs that has
enabled it to limit the number of these leaks and ensure it makes repairs within 5-10 business
days. Peoples Gas has evaluated the leaks cleared with no work performed to ensure leak area
locations were clear and to bring heightened attention to these reported leaks. Peoples Gas has
also re-evaluated those locations where its personnel made temporary repairs on inside or
exposed gas piping to ensure that it accomplished permanent repairs. Through these actions,
Peoples Gas believes it is demonstrating improved management of this function.

"Interview #101, January 20, 2009.
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Peoples Gas established specific leak goals to improve its leak management performance. One of
these is to repair all Type 2 leaks within 12 months. However, if a leak requires a main
replacement project, or is an upgrade from a Type 3, the repair may exceed 12 months.
Beginning in January 2009, on a weekly basis, the District Shop Managers provide the Vice
President of Gas Operations with an explanation and a proposed plan to expedite the repair of all
Class 2 leaks that are greater than 12 months old.

Peoples Gas had not implemented schedules for rechecking of completed leaks following repairs
to ensure leak areas are clear of leakage. Peoples Gas planned to rely on the new work and asset
management system (WAMS) to implement such schedules. However, due to delays in the
WAMS implementation, Peoples Gas told Liberty that it would determine whether there were
alternative ways to institute a system for the recheck of its recently completed leak repair
locations under existing systems.” Peoples Gas committed to developing a procedure and
reinstitute rechecks after leak repairs beginning April 6, 2009.° This would be a paper system;
Peoples Gas would also explore the cost and time required to establish the new leak-recheck
order type from the vendor of the Navigate system.

Data show improved controls of Peoples Gas’ leak management practices.* As shown in the table
below, Peoples Gas reduced its total pending year-end leaks in 2008 from 819 to 555. It reduced
the pending Type 2 leaks from 335 to 172 during 2008.

Type 1 Type 2 Type 3 Total
Leaks pending, 1/1/2008 3 335 481 819
Received 1466 1292 105 2863
Cleared 1070 1440 617 3127
Re-classified 399 15 414 0
%;f‘zkjggggmg’ 0 172 383 555

During the second quarter of 2009, Liberty has continued its evaluation of the effectiveness of
Peoples Gas’ district operations managers in their oversight and development of the means to
improve the company’s leak management. Liberty met with Peoples Gas Vice President of
Operations, and two of its District Managers. Peoples Gas identified a number of leak
management goals and has committed to improve its oversight of leaks. Leak management goals
include:

e A 10 percent reduction in leak backlog at year-end,

e Reduce its pending type 2 leaks to less than 30% with the remainder being the least
hazardous type 3 leaks,

e Clear all type 2 leaks within 12 months,

? Implementation Plan meeting with Liberty, November 20, 2008.
3 Response to Data Request #388.
* Response to Data Request #306.
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e District Managers report weekly to the Vice President of Operations as to why any of its type
2 leaks exceed 12 months,

e District Managers ensure any of its leaks that have been vented and downgraded in hazard
without making a repair, have in fact received a repair between 5 and 10 business days,

e Verify leak areas are in fact cleared with a second follow-up recheck, especially those
reported to be cleared without a repair,

e Reduce response times to reports of leaks from the public,
e Improve on site leak investigations and repairs, and
e Reduce temporary repairs on aboveground and inside piping leaks.

This year’s leak management goals are especially challenging as Peoples Gas stated the 2008-09
winter was colder than normal, the 17" coldest on record.’ The colder conditions resulted in an
increased number of new leaks and an increase in leak backlogs. Liberty verified that Peoples
Gas has assigned additional operations crews to leak repair activities and is working diligently
to reduce the backlog of its leaks pending repairs. Liberty notes that Peoples Gas is making
progress in many of its stated leak related goals.

Liberty verified that Peoples Gas has met its commitment to implement a paper system of leak
area rechecks by April 6, 2009. Liberty also evaluated the leak management approaches of
Peoples Gas’ Operations General Supervisors, and leak crews assigned to investigate, pinpoint
the location of leaking gas facilities, and make repairs at a number of leaking gas locations in its
North District®. Liberty noted some increased on site presence and supervision of its leak
investigation and repair crews. However, Liberty has a limited number of on site field crew
visits available during the audit implementation phase, and will be asking Peoples Gas to
identify specific activities it has relieved and re-assigned from its general supervisors that make
more time available for its supervisors to spend time with their crews in the field.

As shown in the table below, Peoples Gas maintained its levels of leak repair activities clearing
775 leaks during the colder than normal weather, in spite of an increased number of new leaks
(968 versus 693 during 2008) requiring initial investigations and make safe actions.’ It has
managed to hold its backlog of pending leaks at the end of March 2009 to a moderate increase as
compared with the previous year. Further audits of Peoples implementation plan will determine
if these efforts are continuing to be successful in addressing Liberty’s recommendations.

5 Interview, May 5, 20009.
® Interviews and field observation of leak crews, May 6, 2009.
" Response to Data Request #396 (rev).
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Status of Leak Indications

Calendar YTD (01/01/2009 to 04/01/2009)
Class (Grade) 1 2 3 Total
Pending (as of 01/01/2009) 6 161 397 564
Received 437 516 15 968
Cleared 292 370 113 775
Adjustments -141 16 125 0
Pending (as of 04/01/2009) 10 323 424 757

Calendar YTD (01/01/2008 to 04/02/2008)
Class (Grade) 1 2 3 Total
Pending (as of 01/1/2008) 3 328 488 819
Received 371 313 9 693
Cleared 225 419 139 783
Adjustments -145 43 102 0
Pending (as of 04/02/2008) 4 265 460 729

Liberty verification work on this recommendation is not complete. Liberty plans to:

e Interact with the managers assigned to Operator Qualifications, Training, Quality Assurance,
and Performance Monitoring in the course of its verification work on other
recommendations.

e Monitor the effectiveness of Peoples Gas’ leak management practices in conjunction with the
verification work on Recommendations III-16 and III-17. The initial results show
improvement in leak management practices.

e Because of the delays in implementing WAMS, review Peoples Gas’ efforts to implement a
temporary paper process to recheck completed leaks following repairs. Alternatively, review
the changes Peoples Gas implemented to the Navigate system. On June 19, 2009, Peoples
Gas indicated that it made changes in March 2009 to generate electronically and capture leak
recheck inspections after repairs.

During the third quarter of 2009, Liberty continued its evaluation of the effectiveness of Peoples
Gas’ district operations managers in their oversight and implementation of the means to improve
the company’s leak management. Liberty met with Peoples Gas’ Vice President of Operations,
and two of its District Managers to discuss progress and changes in leak management. Liberty
also evaluated field locations of leaks to verify leak classifications and to verify that leaks
cleared in PGL’s Navigate system and on PGL’s paper records were in fact free of gas readings.”
Liberty verified that PGL implemented Navigate changes on March 26, 2009 to generate
electronically and capture leak recheck inspections after repairs.

Liberty confirmed that PGL is diligently applying its leak repair crews as well as applying
additional crews for leak repairs to address its leak backlog. PGL has continued to shift crews
from its Central District to the North District, to work on the increase in the numbers of leaks it
has received this past winter. For the year to date period (01/01/2009 to 07/29/2009), PGL
received 1945 new type 1, 2, and 3 leaks, while clearing 1709 leaks. During the period

8 Interviews #131, #134, and #135, and field observation of leak crews, August 5, 6, and 7, 2009.
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04/01/2009 to 07/29/2009, PGL managed to increase its leaks cleared ratio from 80 percent to 88
percent of the new leaks occurring on its system, and is endeavoring to meet its goal of reducing
its leak backlog at year-end. PGL stated it would like to get to the point where its leaks cleared

versus the number of new leaks received is at the 105 percent level.

Status of Leak Indications

Calendar YTD (01/01/2009 to 07/29/2009)
Class (Grade) 1 2 3 Total
Pending (as of 01/01/2009) 6 161 397 564
Received 882 1004 59 1945
Cleared 309 758 642 1709
Adjustments -556 54 610 0
Pending (as of 07/29/2009) 23 321 456 800

Calendar YTD (01/01/2008 to 07/30/2008)
Class (Grade) 1 2 3 Total
Pending (as of 01/1/2008) 3 334 482 819
Received 833 769 50 1652
Cleared 573 908 371 1852
Adjustments -263 -4 267 0
Pending (as of 04/02/2008) 0 191 428 619

Liberty continues to be concerned with the level and number of new leaks received on PGL’s
system especially in the North district as compared with the Central and South districts. PGL has
indicated that its cast iron and ductile iron breaks and cracks that occur on its distribution mains
are directly proportional to the severity of the winter,” comparing breaks and cracks with the
number of degree-days in a particular year. To address this, PGL needs to continue with its
historical rate of eliminating its cast iron and ductile iron mains. This year due to PGL capital
constraints, it appears PGL has reduced its cast iron and ductile iron replacements by two thirds,
with limited capital dollars available for discretionary main replacements. This in effect will
adversely affect leak levels, leak backlogs, and main breaks and cracks, as leaks will continue to
occur with the onset of cold weather. Simply put, less cast iron and ductile iron replacements
adversely affect PGL’s long-term ability to reduce new leaks. In the meantime, PGL’s district
managers continue to monitor its leak repair efforts in the following areas.

e PGL managers continue to evaluate those leak locations cleared without work performed to

verify the leak indications no longer exist by performing multiple rechecks of the leak areas,

e PGL general supervisors schedule leak location rechecks to verify the safety of reducing leak
hazard classifications, especially if those leak locations were reduced in hazard with no
repairs performed,

e PGL continues to apply efforts to eliminate leaks that have been pending the longest,

e PGL schedules leak repair crews to repair leak locations on streets the city has scheduled for
resurfacing.

e PGL leak repair crews make use of leak sketches depicting the extent of hazardous gas
migration during their repair efforts.

? Response to Data Request #410.
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Liberty verified PGL’s leak repair actions, leak classifications and recheck results, by conducting
a series of leak location follow-up audits to verify the status and leak hazard classifications.'’

During the fourth quarter of 2009, Liberty continued its evaluation of the effectiveness of
Peoples Gas’ district operations managers in improving the company’s leak management.
Liberty met with Peoples Gas’ Vice President of Operations and the South District Manager to
discuss progress, changes, and oversight of leak management activities. Liberty also evaluated
field locations of leaks to verify leak classifications and to verify that leaks recently cleared in
Peoples Gas’ Navigate system and on paper records were in fact free of gas readings.'' Liberty
verified that Peoples Gas’ management is paying close attention to its leak repair activities.
These leak activities include clearing leaks with no repairs, allowing leak locations to remain
with vent holes open, applying sketches to help evaluate leak migration patterns for its more
difficult leaks, reducing the number of leaks pending repairs, and increasing on site supervision
of leak repair activities.

One critical aspect of leak management is to reduce as much as practicable the number of leaks
pending repair (backlog) as the company approaches the winter season. This is important as gas
migration patterns may worsen and pose a greater hazard when frost caps penetrate the ground.
One measure of this is the number of leaks and the degree of hazard of those leaks pending
repair. The most hazardous leaks are class 1 and class 2. Contributing to the number of new leaks
received and the number of leaks pending repair is the aging infrastructure of Peoples Gas’
mains and vulnerable service lines. As Liberty reported under recommendation II-3, Peoples Gas
has elected to reduce the number of miles of cast iron and ductile iron mains it will replace this
year, and plans to continue this reduced level of cast and ductile iron main retirement/
replacement level at 15 miles during calendar year 2010. Peoples Gas has been retiring its aging
cast and ductile iron mains at a rate of 45 miles per year in past years. This reduced level of cast
and ductile iron main retirements adversely affects new leak levels of leaks received especially in
Peoples Gas’ North district where it operates the greatest number of miles of vulnerable cast and
ductile iron mains. Peoples Gas needs to re-establish a higher rate of cast and ductile iron main
replacement to help bring down its leak rate and the number of leaks pending at year-end.

The table below captures the leak activities of Peoples Gas for the period ending November 4,
2009, and compares with a similar period one year ago. As noted in earlier quarterly reports, last
winter was one of the colder winters of record. This contributed to the difficulty of working leaks
under frost conditions, and affected the aging infrastructure, generating additional leaks.
Reducing the number of miles of aging infrastructure Peoples Gas retires during the year
aggravates the level of leaks it can expect to experience in the future and reduces the tools
Peoples Gas must be able to use to reduce existing leak backlog levels.

Liberty confirmed that Peoples Gas is scheduling its leak repair crews as well as assigning
additional crews for leak repairs to address its leak backlog. Peoples Gas has continued to shift
crews from its South and Central Districts to the North District to work on the increase in the

10 Field observation of leak crews, conducted August 4 and 6, 2009, in North and Central Districts.
" Interviews #150, and field observation of leak crews, November 9, 2009.
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numbers of leaks it has received this past winter. For the year to date period (01/01/2009 to
11/04/2009), Peoples Gas received 2,849 new type 1, 2, and 3 leaks, while clearing 2,552 leaks.
Peoples Gas was unable to meet its plan of clearing 110 percent of new leaks received. Even
with assigning additional crews from other work to repair leaks, for the period, Peoples Gas
cleared just less than 90 percent of the new leaks occurring on its system. This is an increase
from the previous quarter where it managed to clear 88 percent of new leaks received. The
number of pending leaks has increased to 861 compared to 549 for the same period one year ago.
The North district alone has 597 total leaks pending as compared with the same period one year
ago of 420. Of these leaks, 263 of the 597 leaks are the more hazardous class 1 and 2 leaks. This
compares with 124 class 1 and class 2 leaks out of 420 leaks pending for the same period in
2008.

Liberty verified that Peoples Gas is applying available crews to work leaks, and is endeavoring
to meet its goal of reducing its leak backlog at year-end. However, it is unlikely that Peoples Gas
will get to the point where its leaks cleared versus the number of new leaks received is at the 105
percent level at 2009 year-end and reduce its leak backlog compared with the previous year.

Peoples Gas needs to increase the miles of vulnerable main and number of services it replaces
during the year for 2010 and continue to increase the number of crews working on and repairing
leaks. Liberty will continue to monitor Peoples Gas’ progress in managing its assets and working
its leaks.

Status of Leak Indications

Calendar YTD (01/01/2009 to 11/04/2009)
Class (Grade) 1 2 3 Total
Pending (as of 01/01/2009) 6 161 397 564
Received 1316 1448 85 2849
Cleared 336 1084 1132 2552
Adjustments -958 -156 1114 0
Pending (as of 11/04/2009) 28 334 499 861

Calendar YTD (01/01/2008 to 11/052008)
Class (Grade) 1 2 3 Total
Pending (as of 01/1/2008) 3 334 482 819
Received 1271 1141 91 2503
Cleared 913 1301 559 2773
Adjustments -360 -12 372 0
Pending (as of 11/052008) 1 162 386 549

Peoples Gas assigned managers as recommended by Liberty, except in the area of leak
management, which Liberty discusses at length above and under Recommendations III-13
through I1I-18. The other areas of recommended improved management oversight are:

e Damage Prevention, which Liberty addresses under Recommendations II-5 through II-15.

e (Corrosion Control, which Liberty addresses under Recommendations I1-16 through II-25.

e Operator Qualifications and Training, which Liberty addresses under Recommendations V-1
through V-7.
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e Quality Assurance and Performance Measures, which Liberty addresses under
Recommendations V-8 and VI-1.

Therefore, Liberty considers this recommendation verified and closed.
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Recommendation

II-1

Change replacement-weighting factors to assign a higher priority to vulnerable components and
those with greater risks.

Background

One objective of Liberty’s investigation was to evaluate Peoples Gas’ methods for identifying
system components more prone to failure and its programs to replace or phase out these
components from system operation. Gas distribution-system operators have implemented
component replacement programs in accordance with risk-based analyses and performance
measures. Between 1990 and 2002, the industry reduced the mileage of cast iron mains by 21
percent and the mileage of bare, unprotected steel mains by 7 percent. During the same period,
the industry reduced the number of bare, unprotected steel services 13 percent.'” Operators
continue to replace specific components based on their own or industry’s experience with the
material’s leak prone history.

The table below describes the materials contained in Peoples Gas’ system as of year-end 2006. '

Material Mains Services
(Miles) (No.)

Cast Iron 1,664 71
Ductile Iron 314 382
Cathodically protected Steel 1,208 44,031
Plastic 839 411,608
Coated, unprotected steel 182
Bare Steel 6,735
Copper 19,852
Clear Plastic 24,439
Totals 4,025 507,300

Liberty concluded that the priorities assigned to component replacements do not appropriately
consider vulnerability and risks, and that Peoples Gas needed to re-evaluate the values assigned
to the various factors in its main evaluation process. It should assign higher values to
components with a higher probability and consequence of failure. Examples of those facilities
that pose higher risks are cast iron and bare steel mains and services near schools, hospitals, and
nursing homes. Peoples Gas should have continuing surveillance programs that include materials
evaluation (bare steel, cast iron, plastic, copper, mains, services, regulators) of components more
prone to failure (mains, services, tees, above ground components), and determination of leakage
and damage incident rates, their vintage, and location. Furthermore, Peoples Gas’ evaluation
process should ensure that the discretionary portion of its main replacement program and its

'2 The American Gas Foundation January 2005 study entitled “Safety Performance and Integrity of the Natural Gas
Distribution Infrastructure” (AGF Study).
1 Responses to Data Requests #10 and #130.
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service line replacement programs take into consideration the consequences should leaks or
failures occur on these vulnerable facilities.

Liberty recommended that Peoples Gas change replacement weighting factors to assign a higher
priority to vulnerable components and those with greater risks. Peoples Gas’ processes should
result in elimination of vulnerable facilities that could affect structures such as schools, hospitals,
and nursing homes.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas stated that its infrastructure evaluation approach
considers and weighs many factors before making repair/replacement. The majority of these
decisions identify components with a higher probability and consequence of failure. Peoples Gas
agreed that facilities such as hospitals, schools, and nursing homes require unique considerations,
and agreed to analyze its infrastructure adjacent to these types of facilities and adjust the
weighting values accordingly. Steps in its plan include:

e Obtain land base data identifying schools, hospitals, and nursing homes from the City of

Chicago
e Update Peoples Gas’ Geographic Information System (GIS) with land base information

e Determine types and scope of facilities (Cast/Ductile iron) that are adjacent to schools
hospitals and nursing homes

e Assess weighting values by January 5, 2009

e Implement changes by March 2, 2009. This schedule is consistent with Liberty’s
recommended implementation timeline of six months from the date of Liberty’s final report.

Verification Discussion and Conclusions

Liberty reviewed Peoples Gas’ approach and progress in implementing this recommendation.'*
Peoples Gas obtained data on the location of higher consequence facilities (HCAs) such as
schools, hospitals, and nursing homes, and determined Chicago has 1052 schools, 44 hospitals,
and 114 nursing homes."” Peoples Gas next determined the proximity and characteristics of its
vulnerable infrastructure adjacent (within 80 feet) to these types of facilities.

Vulnerable main segments (from 1 ft. to 5296 ft in length) portions within 80 ft or HCAs
Miles of main Material and Operating Pressure Current replacement plans
116 Cast Iron Low pressure If UMRI score reaches 5.0
28 Cast Iron Medium pressure If UMRI score reaches 5.0
23 Ductile Iron Low pressure If UMRI score reaches 5.0
7 Ductile Iron Medium pressure Replace within 5 years

Peoples Gas modified its main segment ranking software to accept new weighting factors where
its vulnerable main materials are within 80 feet of HCAs.'® Peoples added a 120 percent safety

' Interview #104, January 23, 2009.
> Response to Data Request #309.
'® Response to Data Request #310.
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factor to the UMRI (Gas Main Ranking) of gas main segments adjacent to schools, hospitals, and
nursing homes. Peoples Gas schedules a gas main for replacement when the UMRI number
reaches 6.0. Peoples Gas will replace a gas main adjacent to a school, hospital, or nursing home
within 12 months of reaching a UMRI rating of 5.0. Peoples Gas believes ductile iron main is
more susceptible to failure when exposed, especially if weakened or in poor condition. The risk
increases when operating at medium pressure, and Peoples Gas plans to replace 7 miles of MPDI
near HCAs within 5 years.

Peoples Gas also identified materials susceptible to leakage on 32 vulnerable service lines
serving HCAs. It plans to replace these within 3 years."”

Vulnerable Service Lines Serving Schools, Hospitals, and Nursing Homes (HCAs)

# of services

Service material

Plans for replacement

24 Ductile Iron Replace in 3 years
7 Copper Replace in 3 years
1 Bare Steel Replace in 3 years
0 Clear Plastic (CAB) N/A

Peoples Gas has not identified its clear plastic service lines less than 80 feet in length as higher
risk or more susceptible to failure. Liberty discusses this issue under Recommendation 11-4
below.

Peoples Gas met the timetable in its implementation plan for this recommendation to date. It has:
e Identified its higher consequence structures such as schools, hospitals, and nursing homes.

e Identified its vulnerable service lines consisting of bare steel, ductile iron, and copper serving
HCAs, and plans to replace 32 services within 3 years.

Liberty’s verification work on this recommendation is not complete. Peoples Gas has not
identified its clear plastic as more vulnerable to failure. Liberty needs to review this issue further
before determining whether Peoples Gas’ actions meet the recommendation. In June 2009,
Peoples Gas stated that it has no clear plastic services serving schools, hospitals, or nursing
homes.

During November 2009, Liberty reviewed statistics of the vulnerable service lines near HCAs
that Peoples Gas identified.'"® Liberty noted that of the original 32 vulnerable service lines
identified as serving high consequence buildings, Peoples Gas’ field investigations reduced the
number to 29. Of the 29 service lines scheduled for a 3-year replacement, Peoples Gas has
replaced 7 during 2009 through September 30. In addition, Peoples Gas reduced its clear plastic
service lines by 1,100 (5 percent), its copper service lines by 930 (5 percent), and its bare steel
service lines by 163 (3 percent) during this period. These replacements will have a positive effect
on future leak rates.

7 Response to Data Request #314.
'® Response to Data Request #457.
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During the fifth quarter, Liberty evaluated the status of Peoples Gas’ actions in accomplishing
the intent of this recommendation. Liberty previously determined that Peoples Gas accomplished
the steps it identified in its implementation plan within its identified timeframes. Those steps
included the identification of schools, hospitals, and nursing homes, evaluation of its adjacent
mains and services supplying those facilities, reducing the threshold value of its ranking index
for adjacent main replacements, and implementing those measures including replacement of its
vulnerable facilities. In addition, Liberty previously determined that Peoples Gas identified 29
vulnerable service lines'’ as serving high consequence buildings, and scheduled these for a 3-
year replacement. (Peoples Gas replaced seven during 2009 through September 30.)

Liberty confirmed that Peoples Gas continues to apply its procedures and processes to identify
and replace its more vulnerable mains (those with a main ranking index (UMRI) of 5 and above)
adjacent to high consequence buildings.”’ During 2009, Peoples Gas replaced four gas main
segments as a direct result of exceeding the 5.0 UMRI rating. In 2009, PGL put an emphasis on
replacing Cast/Ductile Iron segments adjacent to high consequence buildings when responding to
municipal public improvement projects. The total effect of the program resulted in upgrading
facilities adjacent to 13 schools, 3 hospitals, 1 nursing home, and 1 senior housing complex.
Furthermore, Peoples Gas currently has four gas main segments on the “UMRI 5.0 and greater”
list that it scheduled to replace in 2010.

Because of these actions, Liberty considers this recommendation verified and closed

PPeoples Gas’ originally identified 32 service lines. However, field investigations reduced the number to 29.
20 Response to Data Request #462.
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Recommendation

11-2

Peoples Gas should ensure that:

e The coupon collection and analysis program continues

e The results of coupon sampling analyses are integrated with pipe condition information
reported by its field crews

e The coupon collection is representative of main conditions in all areas of its system
e It incorporates the program’s results systematically into the main replacement process.

Liberty found that it was unclear whether the coupon collection was representative of main
conditions in all areas of its system. Moreover, it was unclear how Peoples Gas systematically
incorporates this information into the main replacement process. Peoples Gas needs to ensure
that it continues the coupon collection program and integrates the results with pipe condition
information reported by its field crews.

Background

Peoples Gas implemented an industry best practice of cast iron pipe coupon sampling. It is to use
the results from the coupons samples in Peoples Gas’ replacement weighting factors to assign a
higher priority to vulnerable components and those with greater risks. However, it was unclear
whether Peoples Gas consistently factored the results of the program into its replacement
program and whether the coupon collections are representative of main conditions in all areas of
its system. As part of its evaluation of the condition of its cast iron pipe, Peoples Gas’ field crews
collect and process pipe coupons taken from pipe segments around its system using Institute of
Gas Technology (IGT) procedures used in a 1978 study of cast iron pipe. The Technical Training
Center is responsible for testing the cast iron main coupons in the lab for strength, corrosion
activity, condition, graphitization, and wall loss information. They enter this information into a
database that provides justification for its main replacement program, and input to GMOS’*!
main ranking system for input to the main ranking index (MRI).

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas indicated that it currently has a procedure in the

Operating & Maintenance Plan (Corrosion Control Order 8.137) that specifies when it should

obtain a coupon sample. Addressing Liberty’s recommendations in the order listed above,

Peoples Gas stated that it:

1. plans to continue the coupon analysis program

2. integrates the results of the coupon sampling analysis with pipe condition information
reported by field crews

3. believes the coupon collection is representative of all low-pressure mains identified as “poor”
in all areas of the distribution system

2! Peoples Gas’ Gas Main On-line System (GMOS) is the primary database for the distribution system, containing
histories for approximately 83,000 segments. Dynamic segmentation identifies a different main segment whenever
the following segment factors change: diameter, material, pressure, the “in” street, and year installed. There are
associated segment inspection requirements such as corrosion control and leak surveys.
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4. incorporates the results of the coupon analysis into its main replacement process

Peoples Gas plans to accomplish the following in support of its coupon-sampling program to

validate that coupons were taken (or if main was replaced):

e Peoples Gas will perform an internal review of records to validate adherence to Corrosion
Control Order 8.137 regarding coupon sampling by December 15, 2008. This schedule is
consistent with Liberty’s recommendation to complete the review within six months of the
date of Liberty’s final report.

e Provide training / communication if procedure is not being followed properly. — March 31,
2009.

e A report of coupons collected for 2009 and beyond will be generated quarterly to
demonstrate the program’s consistency and effectiveness. — March 31, 2009.

e Revise corrosion order 8.137 to include coupon sampling of medium pressure gas main

segments that have been evaluated and identified as “poor” by field personnel. — March 31,
20009.

Verification Discussion and Conclusions

Liberty’s audit determined that Peoples Gas evaluated its coupon sampling processes and
identified corrective actions to improve the program.”> Peoples Gas revised corrosion order
8.137; the current date of the order is March 30, 2009. Peoples Gas will have to review the newly
implemented or revised procedure with its Distribution department crews during its 2-day crew
refresher training during the December/January period, or conduct tailgate meetings during the
year. It is unclear whether the coupon collection is representative of main conditions in all areas
of its system. Liberty verified that analyses of cast iron main coupons provided to the Technical
Training Center were up to date, and tested in the lab for strength, corrosion activity, condition,
graphitization, and wall loss information.”® Peoples Gas used the results in its main ranking index
results.

Liberty will verify when training on revised corrosion work order 8.137 is to take place, as well
as Peoples Gas’ review of its coupon program with its field personnel. Liberty will also review
Peoples Gas’ sampling program to determine how it gauges the conditions of its mains
throughout its distribution system, and continue to ensure that Peoples Gas tests coupons in a
timely manner and uses the results in the main replacement index.

During the third quarter of 2009, Liberty verified that Peoples Gas is continuing its analyses of
cast iron mains via coupons. Liberty verified that Peoples Gas’ followed its analysis procedures
and coupon tracking systems and that coupon analyses were up to date and tested in the lab for
strength, corrosion activity, condition, graphitization, and wall loss information.** Technical
Training and Standards personnel entered the analysis results of the coupon and soil samples
taken into the Gas Main Maintenance Detail format and used in its main ranking index results.
Liberty considers this recommendation verified and closed.

22 Interview January 23, 2009.
2 Interview May 5, 2009.
* Interview #133, August 5, 2009.
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Recommendation

II-3
Evaluate cast iron main replacement policies and increase replacement rates in the North district.
Liberty recommended that Peoples Gas document a plan for cast iron main replacements.

Background

Liberty concluded that cast iron main replacements in the North District lagged behind the other
districts. As part of its cast iron replacement program in recent years, Peoples Gas has replaced
less footage in the North district compared with replacement footage for its Central and South
districts. As a result, the remaining amount of the most vulnerable 4", 6", and 8" diameter cast
iron main remaining in the North district is 40 to 70 percent higher than the other two districts.
The North district also has the most reported leaks and the highest percentage of vulnerable
materials. Liberty concluded that Peoples Gas should increase the North District cast iron main
replacement rate.

Peoples Gas’ Implementation Plan

Peoples Gas agreed that cast/ductile iron replacement rates in the South and Central district

territories has out paced that of the North district territory and said that it would evaluate the

cast/ductile iron replacement criteria. For consistency with Liberty’s recommendation number II-

1, Peoples Gas believes it should upgrade its system criteria considering system integrity and risk

rather than primarily on a geographic boundary. Peoples Gas indicated that it would evaluate the

cast/ductile iron replacement criteria and modify the GIS project selection program to include

new weighting criteria. Peoples Gas proposed to:

1. Identify and assess risks in the gas distribution infrastructure by November 11, 2008.

2. Capture and update the Geographic Information System (GIS) database with the necessary

attributes to query and quantify risks by November 11, 2008. This schedule is consistent with

Liberty’s recommendation to complete a plan for cast iron replacements within three months

of Liberty’s final report.

Assign a weighting value to identified risks by December 1, 2008.

4. Modify the existing GIS project selection program to include new weighting criteria and
issue final report by March 2, 2009.

(98]

Verification Discussion and Conclusions
During 2008, Peoples Gas increased its cast iron and ductile iron (CI — DI) replacements of main
in its North District.”> Peoples Gas stated the North District replaced the highest amount of these

materials during 2008. Peoples Gas replaced the following amounts of cast and ductile iron
during 2008.%

2 Interview #104, January 23, 2009.
26 Response to Data Request #385.
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Total CI-DI Total CI-DI Total miles of

District replaced (feet) - | replaced (miles) 10" CI-DI and
2008 - 2008 less replaced

North 95,905 18.18 15.84
South 78,901 14.94 9.27
Central 72,303 13.69 11.06
All Districts 247,109 46.81 34.16

During April 2008, Peoples Gas formed the Gas Distribution System Design Task Group to
identify and consolidate processes Peoples Gas uses to evaluate and select gas main construction
projects and coordinate its approach with Peoples Gas long-term strategy and plans for
upgrading the gas distribution system. The task group is to make recommendations of the most
cost effective approach while managing risk and maintaining system integrity. The process is to
weigh multiple components and assign greater values to those components with a higher
probability of failure.

Peoples Gas described elements of the plan that include:*’

1. Use the capital optimization program as the evaluation tool for all gas main system
improvement projects. Modifications will be made to the tool to assign greater weighting
values to components with higher probabilities and consequences of failure. (i.e.,
replacement of bare steel, clear plastic and copper service pipes and poor performing gas
mains)

2. An emphasis on replacing poor performing CI-DI gas mains adjacent to schools,
hospitals, and nursing homes (increasing the weight to 120 percent rating factor when the
segment is within 80 feet of HCAs.).

3. An emphasis on replacing ductile iron medium pressure mains.

4. An emphasis on upgrading areas aligned with the long-term plan strategy.

Peoples believes the above will address Liberty’s recommendations, will cause replacement rates
of cast iron and ductile iron mains in the North District to increase, and will increase the rate of
elimination of its more vulnerable at risk service lines.

In April 2009, Peoples Gas indicated that it had not established targets for cast iron and ductile
iron replacements for 2009.%* During May 2009, Peoples indicated it would reduce its capital
expenditures by up to $45 million.” This will affect the number of miles of cast iron and ductile
iron main it will replace during 2009. Peoples Gas estimated it might only replace between 15
and 18 miles this year, down from 46 miles of cast iron and ductile iron main eliminated during
2008. PGL roughly estimates it costs $1 million dollars per mile of main to install. With its
planned capital expenditure reduction during 2009, Peoples Gas indicated it would have to
concentrate its main replacements on those mains adversely impacted by public improvement
projects, primarily due to interference work, or mains whose integrity would be affected by

proposed construction. Peoples Gas indicated funding for discretionary main replacements is not
there for 2009.

27 Response to Data Request #313.
28 Response to Data Request #385.
» Interview, May 5, 2009.
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As stated in its evaluation of Peoples Gas’ implementation of Recommendation I-1, Liberty is
concerned with the level and number of new leaks received on Peoples Gas’ system especially in
the North district as compared with the Central and South districts. Peoples Gas indicated that its
cast iron and ductile iron breaks and cracks that occur on its distribution mains are directly
proportional to the severity of the winter,”® comparing breaks and cracks with the number of
degree-days in a particular year. To address this, PGL needs to continue with its historical rate of
eliminating its cast iron and ductile iron mains. For 2009, due to Peoples Gas’ capital constraints,
it appears Peoples Gas reduced its cast iron and ductile iron replacements by two thirds, with
limited capital dollars available for discretionary main replacements. This will adversely affect
leak levels, leak backlogs, and main breaks and cracks, as leaks will continue to occur with the
onset of cold weather. Simply put, fewer miles of cast iron and ductile iron eliminated adversely
affects PGL’s long-term ability to reduce new leaks. As of July 1, 2009, the North District had
only retired 5.5 miles of cast/ductile iron mains for 2009. Previous interviews indicated that this
year, Peoples Gas would only be able to eliminate between 15-18 miles on its entire system this
year.

During November 2009, Liberty evaluated Peoples Gas’ cast and ductile iron main retirements in
each of its districts.”’ Prior to 2008, Peoples Gas’ main retirement practices resulted in
eliminating fewer miles of its most vulnerable 4", 6", and 8" diameter main cast and ductile in
the North district compared with similar mileage for its Central and South districts. This resulted
in 40 to 70 percent higher levels of vulnerable, smaller diameter (4" thru 8”) cast and ductile iron
remaining in the North district, and in higher leak rates in the North district. An additional threat
to safety comes from Peoples Gas’ medium pressure (22 psig) ductile iron mains. Of the 80
miles of primarily 6”, 8”, and 12" diameter ductile iron mains, 70 are in lengths greater than 250
feet. To help address this threat, Peoples Gas assigned higher priorities to these main segments
for retirement.

Liberty determined that during 2009 through October 1, 2009, Peoples Gas retired 17 miles of
cast and ductile iron mains compared with its historical target of 45 miles per year. Of these 17
miles, 13 were of the more vulnerable diameters of cast and ductile iron. Peoples Gas retired
7.38 miles or 43 percent of the 17.29 miles in the North district. The concentration of effort in
the North district is good. The total amount of cast and ductile iron main retired in 2009 to date is
poor compared with the previous year. This low level of cast and ductile iron main retirement
will continue adversely affecting leak rates in the future and continue to limit Peoples Gas’
ability to reduce its year-end backlog of leaks prior to the onset of winter conditions. Peoples
Gas must increase its level of cast and ductile iron replacements back to least the levels of 2008
to favorably affect leak rates on its system, and continue to concentrate its retirements in the
North district.

39 Response to Data Request #410.
31 Response to Data Request #454.
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Total CI-DI Total CI-DI Tc)"’[al miles of Total miles of
- retired (miles) — . . 10" CI-DI and ”
District retired (miles) - . 10" CI-DI and
Jan - Sept 30, 2008 less retired 2009 less retired 2008
2009 thru 10-1-2009

North 7.38 18.18 6.30 15.84
South 4.55 14.94 4.12 9.27
Central 5.36 13.69 2.76 11.06
All Districts 17.29 46.81 13.18 34.16

During the fifth quarter, Liberty continued its evaluation of Peoples Gas’ approach to increase its
cast/ductile iron replacement rates in the North District as compared with the Central and South
Districts. Liberty determined that Peoples Gas believes a consistent approach in applying the
tools it uses in evaluating candidate mains for replacements will result in Peoples Gas replacing
more of its vulnerable mains in the North District. Those tools include applying a main ranking
index “UMRI greater than 6,” “UMRI greater than 5 adjacent to high consequence buildings,”
and applying its “Capital Optimization Program” in the evaluation process. Peoples Gas has
applied a greater focus on consistent application of these tools the past two years. Even though
fewer miles of vulnerable main have been retired during 2009, the table below indicates that
Peoples Gas eliminated and retired a higher percentage of vulnerable cast and ductile iron mains
in the North District as compared with the other districts.

Total CI-DI Total CI-DI Total miles of Total miles of

District retired (miles) — | retired (miles) - 10" CI-DI and 10" CI-DI and
2009 2008 2009 less retired 2008

North 10.06 18.18 8.84 15.84
South 6.29 14.94 5.70 9.27
Central 5.58 13.69 2.95 11.06
All Districts 21.93 46.81 17.49 34.16

During the sixth quarter, Liberty continued to monitor Peoples Gas’ cast and ductile iron
replacements. Peoples Gas expects to replace 10-15 miles during 2010, only retiring or replacing
those segments of its system it must due to high maintenance or interference with other
construction projects.”” During 2011, Peoples Gas plans to retire 100 miles of cast/ductile iron
main. On average, at past annual levels of retirements, for every 3 miles of cast/ductile iron main
retired, 4 miles of new plastic main has been installed due to the practical and economical
approach of replacing old main with new main on both sides of the street.

Peoples Gas is in the early stages of implementing what it currently calls its System
Modernization. Peoples Gas currently has approximately 1,850 miles of these relatively
vulnerable materials and as part of the Illinois Commerce Commission’s order in case number
09-0167, Peoples Gas has to replace its cast and ductile iron gas pipe by the year 2030 (a 20-year
replacement program). This is a tremendous undertaking and will require a high level of
communication, coordination, and cooperation not only within Peoples Gas (and Integrys) but

32 Interview #165, May 3, 2010.
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also with the greater Chicago community. Peoples Gas/Integrys is in contractual relationship
with Jacobs Engineering to help manage the oversight of the cast/ductile iron retirement
program, and held a joint kick-off meeting April 20-25, 2010. Peoples Gas, with assistance from
Jacobs Engineering, is developing a master plan document that will address the various aspects
of this system improvement program including:
e Customer focus and impacts, communications with neighborhoods to help understand
why the construction is needed,
e Community Relations,
e Operations issues, construction inspection, service work both in the street and in
customer premises, live gas tie-in work activities,
e Construction crews, involving primarily contracting crews, and logistical support needs,
e Engineering, ensuring work is prioritized to address high maintenance areas of the
distribution system, capital optimization program (Bang for the buck), supply needs and
header mains, district pressure regulator/vault reductions,
e Accounting
e Rates.
Regarding priorities for replacements, and how this system improvement program will affect the
need to retire cast and ductile iron mains in the North District, Peoples Gas is identifying and
ranking zone areas it intends to address earlier in the program. Peoples Gas explained that many
of the mains with higher maintenance issues, with higher leak rates, vulnerable service lines, and
vulnerable mains installed prior to 1920, are located within the North District and will be
assigned higher replacement priorities. Liberty expects that the work to implement the 20-year
system modernization program will accomplish the intent of this recommendation. Liberty
suggests that the ICC Staff review and monitor the details of the plan (developed by Peoples Gas
with assistance from Jacobs Engineering) as it becomes available.

For the year 2010 through November 1, 2010, Peoples Gas targeted the elimination of CI/DI
mains as much as possible in the North District to remove from service that portion of its system
experiencing gas leaks and failures. The table below shows the CI/DI mains replaced during
2010 and planned estimates for 2011 and 2012.>* The plans for 2012 are not complete; however,
Peoples Gas indicated that district ratios would remain relatively consistent.

CI1/DI Gas Main Retirement
Miles Retired (2010 miles as of 11/1/2010)
2010 Year End 2010 Actual

District Estimate YTD 2011 Estimated | 2012 Estimated

North 8.45 5.22 443 44.3
Central 3.33 0.98 20.46 20.46

South 5.5 3.72 36.29 36.29

Total 17.28 9.92 101.05 101.05

Liberty considers this recommendation verified and closed.

33 Response to Data Request #532.
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Recommendation

11-4

Implement a systematic replacement program of vulnerable service lines.

Liberty recommended that Peoples Gas document a well-defined plan for the systematic
replacement of vulnerable service lines. Peoples Gas needs to implement a replacement program
to target the more vulnerable services lines that pose the highest threat to the public.

Background

Liberty found that Peoples Gas did not have a well-defined evaluation and replacement program
for its at-risk service line components.

Liberty asked how Peoples Gas integrates the need to replace its higher risk service lines with
main segments that it is evaluating for replacement.** Possible factors associated with vulnerable
service lines include age, un-sleeved and located beneath a habitable structure, geography, and
material (bare steel, copper inserts, clear plastic, cast iron, ductile iron). However, Peoples Gas
indicated that its current method is to replace CAB?® and bare steel services in conjunction with
its Distribution System upgrade program rather than approach their replacements with separate
replacement programs. Peoples Gas considers several factors when determining a project’s
value. The number of CAB and bare steel services in the project area is one of the factors
considered.® The highest priority would involve high consequence leaks, water in the LP
system, and ICC requests. Peoples Gas has 51,208 of these vulnerable lines. At the current
replacement rates, it will take approximately 28 years to eliminate the threats from gas facilities
closest to habitable structures and some service lines will be more than 77 years old at
replacement.

Peoples Gas should assign higher values to components with a higher probability and
consequence of failure and should ensure that the discretionary portion of its main replacement
program and its service line replacement programs take into consideration the consequences
should leaks or failures occur on these vulnerable facilities.

Peoples Gas’ Implementation Plan

Peoples Gas stated that it currently has a process in place to identify and target vulnerable service
lines. Typically, Peoples Gas replaces these services in conjunction with Low-to-Medium
Pressure conversion projects. Peoples Gas plans to review the failure rates of vulnerable service
pipes and modify the weighting factor as appropriate. Peoples Gas also agreed to perform a study
to identify service pipes that pose the highest threat to the public and document a plan for their
replacement. The plan indicates it will:

1. Perform a number of database queries to validate statistics on replacement and failure rates of

CI/DI, copper, bare steel, and CAB services by November 10, 2008.

3 Response to Data Request #153.
3% CAB is cellulose acetate butyrate service lines, a material that has shown poor performance in the industry.
36 Response to Data Request #156.
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2. Perform a number of Geographic Information System (GIS) queries to identify geographic
location of service pipes with higher probability and consequence of failure by November 17,
2008.

Analyze data and develop a plan by December 1, 2008.

4. Document a plan for systematic replacement of the more vulnerable service lines that pose
the highest threat to the public by March 3, 2009. This schedule is consistent with Liberty’s
recommendation that Peoples Gas document a replacement plan within six months of the
date of Liberty’s final report.

[98)

Peoples Gas also stated that it has an effective program in place to renew vulnerable service
pipes when upgrading an area to medium pressure. It based the program on risk avoidance; the
program shows that:

- All medium pressure CAB services have been eliminated

- Only 115 CAB services are longer than 80 feet (CAB is susceptible to shrinkage)

- Of the 1,240 schools, hospitals, and nursing homes, there are only 32 identified as having
vulnerable services (none are CAB)

- 92 percent of services Liberty has identified as vulnerable serve residential customers

- Only 5 percent of services Liberty has identified as vulnerable are medium pressure.

Verification Discussion and Conclusions

Liberty determined that Peoples Gas had identified the numbers and failure rates of its vulnerable
service line materials as shown in the table below.’” Peoples Gas analyzed its leak rates for its
services. It believes that it should emphasize replacements of its bare steel services and then
copper service lines.

Service material Leak rate Leak rate 2007 leak # of services
(1994-2007) (1999-2007) rate
Bare steel 1.86% 1.75% 1.60% 6,500
Clear plastic o 0 o
(CAB) A7% 51% .63% 23,000
Copper (Cu) .62% .58% .52% 19,000
Ductile/cast iron
(CI/DI) 750

Peoples Gas has not identified its clear plastic (CAB) service lines less than 80 feet in length as
higher risk or more susceptible to failure. PGL has recognized its CAB services as having a
vulnerability to shrink and pull out of couplings when their lengths are more than 80 feet, but has
not recognized CAB services are also vulnerable to brittle failure. Peoples Gas indicated that it
plans to replace all bare steel services in 10 years, approximately 650 per year as it recognizes
bare steel services have the highest leak rates.*® Liberty notes that CAB and copper inserted
service lines have leak rates less than bare steel, however, CAB leak rates are worsening, and
copper insert leak rates are slightly above that of CAB for the most recent 9-year period.

37 Response to Data Request #314, and interviews January 23, 2009, and May 5, 2009.
3 Interview, January 23, 2009.
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Liberty will continue to monitor Peoples Gas’ service line replacements and the leak rates its
service materials experience and report on its findings.

During November 2009, Liberty reviewed leak statistics for Peoples Gas’ bare steel, sleeved-
clear plastic, and copper service lines.” For the year 2008, leak rates for bare steel services
increased to 1.90 percent of the 6,198 bare steel service population from the prior year’s leak rate
of 1.60 percent and the previous nine-year average leak rate of 1.75 percent. Leak rates for
sleeved clear plastic service lines decreased to 0.43 percent from its prior year’s leak rate of 0.63
percent and its nine-year average leak rate of 0.51 percent. Leak rates for copper service lines
increased to 0.75 percent from its prior year’s leak rate of 0.52 percent and nine-year average of
0.58 percent. Peoples Gas had 22,500 clear plastic and 18,100 copper service lines at year-end
2008. Peoples Gas reduced its clear plastic service lines by 1,100 (5 percent), its copper service
lines by 930 (5 percent), and its bare steel service lines by 163 (3 percent) during the 2009 period
through September 30. These replacements will have a positive effect on future leak rates.
Liberty notes that Peoples Gas has proposed a 10-year replacement program for its bare steel
service line population, and does not believe accelerated replacement programs for clear plastic
and copper service lines are justified based on leak rates.

During the fifth quarter, Liberty evaluated Peoples Gas programs to address its vulnerable
service line materials. As part of this evaluation, Liberty reviewed leak statistics for bare steel,
clear plastic, and copper inserted service lines.*”’ In calculating leak rates for the year, Liberty is
applying values for leak rates based on the number of service lines in service at the beginning of
the year.”! The tables below shows that bare steel service line leak rates are approximately four
times as great as clear plastic leak rates and approximately three times as great as that for copper
lines.

Service material Leak rate 2009 leak #a‘? i/:zfelrclzs
(1994-2009) rate 2009
Bare steel 1.75% 2.03% 6,080
Clear plastic o o
(CAB) 46% 52% 22,384
Copper (Cu) .61% .65% 17,980
Ductile/cast iron
(CI/DI) 433

% Response to Data Request #457.

0 Response to Data Request #466.

I This yields a slightly lower value for the leak rate than calculating leak rates by the number of service lines by
material existing at year-end. For example for 2009, Peoples Gas’ leak rate for bare steel service lines was 2.03
percent versus 2.07 percent when dividing the number of services at year-end. The method of calculation is not
significant as long as it is understood how that calculation is made and it is applied consistently.
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Peoples Gas previously indicated that it plans to replace all bare steel services in 10 years.*
Regarding its clear plastic and copper service lines, Peoples Gas indicated that leak rates do not
support independent systematic replacement.*’

Because of the Illinois Commerce Commission’s (ICC) Order in dockets 09-0166 and 09-0167
regarding a 20-year expedited cast/ductile iron replacement program, Peoples Gas indicated that
the accelerated cast/ductile iron main replacement program would provide the flexibility of
upgrading entire neighborhoods rather than just the poorest performing gas main segments.*
Peoples Gas will continue to use the UMRI ratings coupled with the capital optimization
program to focus on areas experiencing the majority of leaks and the highest concentration of
high consequence buildings. The ICC Order in 09-0167 requires that the entire Peoples Gas cast
and ductile iron system be replaced by 2030. As a result, the remaining clear plastic and copper

services will be replaced as part of this larger accelerated cast iron main replacement program by
2030.

Even though the age of these vulnerable service lines will continue to increase before they will
be removed entirely from the system, the amount of effort involved to eliminate its vulnerable
cast and ductile iron mains in 20 years is considerable, and as Peoples Gas stated it will continue
to address areas experiencing the majority of leaks. Based on the history of leak rates for clear
plastic and copper service lines on Peoples Gas’ system, it appears the leak rates are stable, and
Liberty would not expect Peoples Gas to experience a significant leak rate increase.

Peoples Gas is addressing the intent of this recommendation and Liberty considers it verified and
closed.

42 Interview, January 23, 2009.
# Response to Data Request #457.
* Response to Data Request #464.
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Recommendation

II-5
Designate a manager with overall responsibility for the excavation damage-prevention program.

Background

Liberty found that no senior level or lower level management person had oversight over or
ownership of the excavation-damage prevention program. Peoples Gas operated the program out
of each of the three district shops, with no corporate level coordinating or responsible. This
contributed to inconsistencies across the three shops, minimal visibility of the program at the
corporate level, and a very weak program overall.

Liberty recommended that Peoples Gas designate a senior executive within the company to have
overall authority and responsibility for the excavating damage prevention program, including
implementing the recommendations described in Liberty’s report and ensuring consistency
among the districts and the related support services.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas accepted the recommendation and indicated that it
would create the new System Integrity group on or before March 31, 2009, with responsibilities
including excavation damage prevention. The plan said that Peoples Gas would hire a manager
of System Integrity by March 31, 2009, and assign staffing for System Integrity by June 30,
20009.

Verification Discussion and Conclusions

In April 2009, Peoples Gas said that it had appointed a Manager of System Integrity with
responsibility for the Damage Prevention Program, and that he would be selecting his team over
the next few months.” Liberty noted that this manager had other responsibilities not only with
Peoples Gas but also with Integrys Business Support, which involves other utilities, North Shore
Gas, Minnesota Energy Resources, Michigan Gas, and Wisconsin Public Service. In an
interview, the manager outlined what he thought would be his priority for the program. Peoples
Gas would develop and implement a program for meetings with municipal and private
excavators to educate and train them about the damage prevention program. A starting point
would be participation in the GCDPC (Greater Chicago Damage Prevention Council) and
meeting with CDOT (Chicago Department of Transportation) strongly recommending training
by Peoples Gas to municipal and private excavators. Efforts in this area resulted in three training
sessions in July and August. It appeared to Liberty that although Peoples Gas had good
intentions, the efforts were not with any sense of urgency.

Peoples Gas selected the team for the Damage Prevention Program during July and August,
failing to meet the target date of June 30, 2009.

In August 2009, Peoples Gas reorganized again and appointed another manager with
responsibility for Damage Prevention, Corrosion, and the Distribution Integrity Management

* Response to Data Request #333.
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Program (DIMP) who would report directly to the General Manager for Field Support.46 Liberty
interviewed this manager in November 2009, and discussed his team assignments and plans to
continue efforts to work with the city of Chicago to strive for ways to reduce damages, including
requiring mandatory training, possible fines, and revoking city permits for flagrant excavators
who fail to operate in a safe manner. He has established an ongoing working relationship with
DIGGER and is trying to open up a direct communication line with the various city departments.
He has an active involvement with GCDPC so that Peoples Gas can bring to their attention safety
issues concerning damage prevention.

Liberty is impressed with the enthusiasm, attitude, and vision that this manager has towards
reducing damages to underground facilities, establishing a working relationship with all
stakeholders, and identifying needed improvements for damage prevention. If these efforts
continue, Peoples Gas should achieve progress in damage prevention.

Liberty considers this recommendation verified and closed.

* Response to Data Request #440.

December 23, 2010 The Liberty Consulting Group Page 33



Final Verification Report Pipeline Safety Program Investigation
Peoples Gas Company

Recommendation

II-6
Work with DIGGER to develop and maintain a complete list of excavation contractors.

Background

Peoples Gas’ list of contractors, which it obtains from DIGGER, was not complete. Liberty
identified a number of contractors who were on the list of those who had been contacted because
they had damaged Peoples Gas’ system, but that were not on Peoples Gas’ list of active
excavators. Peoples Gas needs to work with DIGGER to make sure all active contractors are on a
master list for several reasons, including the need to send letters at least annually to remind them
of the importance of damage prevention.

Peoples Gas and DIGGER need to work together to develop a system for maintaining and
updating a list of active contractors. They should update the list in real time as either party
becomes aware of new contractors and other excavators, and Peoples Gas should use it for its
annual or more frequent general communications with excavators.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that CDOT maintains a listing of licensed public
way contractors working in the City of Chicago on their CDOT website. CDOT personnel update
this website weekly. Peoples Gas will undertake to stay abreast of any CDOT updates to the
listing. CDOT personnel were also receptive to communication from Peoples Gas of any
unlicensed excavating contractors working in the City of Chicago that Peoples Gas might
encounter in the course of business. Peoples Gas indicated that it would:

e Maintain updated list of contractors on regular basis and re-issue Peoples Gas Education
letters as required. Communicate with the City of Chicago the names of any contractors
working in the City of Chicago discovered by Peoples Gas in the course of business. Target
Date: 12/31/2008.

e Revise Distribution Dept. General Order 0.800 Procedure and Policies for the Prevention of
Damage to (Underground) Gas Company facilities with new procedure for discovery of
unlicensed excavating contractors working in the City of Chicago. Target Date: 3/31/20009.

e Develop training material and provide training to Union and Management personnel. Target
Date: 3/31/2009.

Verification Discussion and Conclusions

Peoples Gas provided documents that detail how it will maintain a current and complete list of
excavating contractors working in the City of Chicago.?” These documents included a directive
that states Peoples Gas’ commitment to maintaining a complete list and that assigns
responsibilities for maintaining the list and communicating with excavators. The directive
indicates that the responsible engineer will use the City of Chicago website, the Illinois Secretary
of State website, the NaviGate System listing of excavators sent from the DIGGER office, and
Peoples Gas’ hit database to create a complete list of excavation contractors working in the city.

7 Response to Data Request #439.
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When the engineer identifies new contractors, Peoples Gas will mail to them damage prevention
information on digging laws for working in the city and literature explaining their
responsibilities for digging safety when working around buried or exposed gas facilities.

Peoples Gas also revised Distribution Department General Order 0.800 Procedure and Policies
for the Prevention of Damage to (Underground) Gas Company facilities to reflect where it
maintains information on a listing of excavating contractors and relevant training material.**

Liberty reviewed these documents and found that Peoples Gas met its commitments. Liberty
considers this recommendation verified and closed.

* Responses to Data Requests #334 and #337.
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Recommendation

11-7

Work with DIGGER to develop a program to screen out bogus emergency-locate requests.
Background

Liberty concluded that DIGGER did not effectively screen out non-emergency locates called in
as emergencies. At times, excavators call in jobs as emergency locates in order to get immediate
markouts (within 2 hours), as opposed to the standard practice, which takes several days.
DIGGER does not screen for bogus emergency calls and, unlike JULIE, has no provision for
penalizing excavators who make such calls. This practice interferes with the performance of the
program and, in addition to the inefficiencies created, interferes with the normal workload of the
locators.

Liberty recommended that Peoples and DIGGER develop a protocol to enable DIGGER to
distinguish between bona fide emergency requests and bogus requests, and to institute penalties
for excavators who abuse the emergency locate service. Peoples Gas should make every effort to
establish the protocol and implement the notifications within three months of the date of
Liberty’s report and within six months of the date of the report, Peoples Gas should report to the
ICC regarding efforts to implement a penalty system for abuses of emergency locate requests.

Peoples Gas’ Implementation Plan

Peoples Gas identified the following action items to complete for this recommendation:

1. Initial meeting with CDOT (Chicago Department of Transportation) DIGGER personnel

2. Process to communicate with DIGGER personnel, excavating contractors working via
emergency locate requests that are not emergencies. Process for communication would be
via e-mail/spreadsheet.

3. Revise Distribution Department General Order 0.800 Procedures and Policies for the
Prevention of Damage to (Underground) Gas Co. Facilities with new process.

4. Develop training material and provide training for Union and Management personnel to
implement new procedure.

5. Work with DIGGER, Greater Chicago Damage Prevention Council (GCDPC), and the
ICC staff to develop a process for compliance via penalty and/or education. One potential
penalty may be to delay issuing permits to excavators that have a record of bogus locate
requests.

6. Process to communicate with DIGGER personnel, excavating contractors working on
emergency locate numbers that are not emergencies via enhancement to the
Navigate/DIGGER programming. This will require programming changes that will need
more in depth analysis.

Verification Discussion and Conclusions

Peoples Gas provided the following information relative to items 1 and 2 in its implementation
49
plan:
PGL looks to this issue as being an educational issue that will require improved
communication with DIGGER for resolution. On 12/10/08, at the monthly Greater

* Response to Data Request #338.
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Chicago Damage Prevention Council Meeting (GCDPC), PGL representatives
initiated a discussion regarding the abuse of emergency locate requests. The
general discussion at this meeting regarded the screening process that
CDOT/DIGGER call center operators use when they take information from
excavators who are looking to obtain DIG numbers. PGL representatives said
that in the future PGL would be providing the DIGGER Office with examples of
false emergency locates in the hopes that the issues can be corrected. PGL also
stated that it plans to work with the GCDPC, as well as on its own, to improve
this process. The Manager of the CDOT/DIGGER Office attended and appeared
to be open minded to future improvements.

PGL will be initiating the following steps in the first quarter of 2009 to provide
CDOT/DIGGER examples of incorrect emergency locate requests:

1. PGL Locators will be instructed to identify those emergency locate requests
that they determine to be not-in-fact emergencies. Locators will then initiate a
“Follow-Up”” to themselves in the Navigate system and type in comments in the
“Remarks” box as to why they believe the particular emergency locate request is
in fact not an emergency.

2. Supervisors will then look at these Locator “Follow-Ups™ in the Navigate
system and save a copy of the locate screen from Navigate in a folder that will be
set up for each District Shop.

3. Weekly, the folder for the previous week containing the emergency locates
that we consider to be false, will be e-mailed to the CDOT Manager of the
DIGGER Office. A summary comment will be authored regarding the types of
issues that were discovered in that particular week on the e-mail. The locate
screens identify the name of the locate requester and the type of work that had
been the planned for each locate.

Longer term, PGL will evaluate enhancements to the Navigate software to
capture information and statistics in a more automated manner. Any future
Navigate enhancements will be subject to a cost/benefit analysis.

One of the most important issues with bogus emergency locates deals with whether the call
center operators have the training required to screen information from excavators who are
looking to obtain DIG numbers. Peoples Gas only had a general discussion, which likely was
inadequate.

On April 9, 2009, Liberty interviewed Peoples Gas personnel regarding the proper training of
DIGGER call center operators. Peoples Gas agreed to gather initial data on emergency bogus
tickets and meet with the Manager of DIGGER to discuss safety issues and other implications
involved. These include traffic safety when rushing to a scene, personal safety, and leaving an
existing work location to respond to an emergency request. Peoples Gas indicated that it would
offer training to assist in the understanding of pertinent information needed in taking emergency
locates. Peoples Gas will help verify that operators know how to handle an invalid emergency
request, including notifying the caller that they will have to wait 48 hours or they will be
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violating the law. If conducted properly, this will be a major step in reducing bogus emergency
locates.

Liberty also discussed with Peoples Gas the issue of requesting that DIGGER require mandatory
training for excavators who damage facilities. Peoples Gas agreed that it could combine this
matter with Liberty’s recommendation to request that DIGGER require training or delayed
permit issuance for excavators who have a record of bogus locate requests. The ICC Staff
allowed Peoples Gas an extension of two months (until May 31, 2009) on implementation plan
item #5, in order for Peoples Gas to gather the necessary data and meet with DIGGER.

Peoples Gas included the process for identifying bogus emergency-locate requests in
Distribution General Order 0.800.° Peoples Gas also noted that the new System Integrity Group
(SIG) would communicate findings with DIGGER and will:”'
set up meetings with the DIGGER office to review the findings. The SIG will
endeavor to work with DIGGER to improve screening methods to reduce the risk
of bogus emergency locate requests. We will also encourage DIGGER to impose
sanctions for those excavators found abusing the system. Sanctions may include
requiring greater notice for locate requests (>2 days) or mandatory damage
prevention training.
Peoples Gas should meet with the Manager of DIGGER to discuss in detail how to curtail bogus
emergency locates. Liberty will follow-up on this matter and review the outcome of the Peoples
Gas—DIGGER meetings.

In an e-mail of May 29, 2009, Peoples Gas provided locate statistics for the year 2008. Over 20
percent of the locate requests were “emergency.” The large number of emergency requests (over
20,000 in 2008) has a significant effect on its resources, Peoples Gas needs to prevent or limit

bogus emergency requests. Peoples Gas did not track the actual number of bogus requests in
2008.

Peoples Gas covered implementation plan item #4, training, in its Distribution General Order
0.800.>* Liberty found that this information adequately covers the subject matter.

Peoples Gas scheduled the action for item #6 in its implementation plan for the end of September
20009.

In response to a request for information about bogus emergency locate requests, Peoples Gas
sta‘[ed,53
As a way to track ““not-in-fact” emergencies, PGL locators have been assigning
suspect locates to a fictitious locator named “Emergency No™ as described in
General Order 0.800 since March 2009. A NaviGate report for all follow-up
locates assigned to “Emergency No” has been generated and reviewed by a

3% Response to Data Request #334.
3! Response to Data Request #339.
32 Responses to Data Requests #334 and #340.
33 Response to Data Request #418.
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supervisor to further investigate claims of “not-in-fact”” emergencies. The report
currently provides a means to identify “not-in-fact” emergencies to investigate
and report to Digger but does not identify the original locator. This report and
process require further improvements to include a locator data field to identify
who generated the “Emergency No™.
The accompanying report showed that during the four-month period from March through June
2009, there were 106 locates assigned to “Emergency No,” and, after investigation, only 27
turned out to be true emergencies.

On August 5, 2009, Liberty interviewed Peoples Gas personnel regarding the three steps noted
above and for which Peoples Gas was hopeful would reduce the number of bogus emergency
locate requests. This included a detailed discussion of e-mail communications that Peoples Gas
sent to CDOT regarding false locate requests.54 There were numerous e-mails in which, month
after month, Peoples Gas had notified the DIGGER office of probable DIGGER violations or
inadequate information on the locate requests. Common among these communications were
statements such as:

e this permit did not say anything about directional bore

e actual locate request was for a single address, they were working the entire block

e permit did not specify boring

e contractor directional boring but not on DIGGER as directional boring

e more weekend work, not an emergency

e this is happening again... we need to take care of this immediately... we are getting this more
and more

e more from last weekend, have you figured out what is happening?

e seems like every weekend we are getting some of these

e it appears that this occurs most frequently with water and sewer

e here is another one, don't know if you found out anything about the others sent last week

e this does not comply with the standard 48-hour notice

These comments indicate the continued existence of a significant problem. It shows a lack of
positive response from the city and the failure of Peoples Gas to take an alternative approach in
its communications. The e-mail communication process is apparently ineffective; Peoples Gas
should increase the level of communications to whoever at DIGGER is responsible.

One of the most important issues with bogus emergency locates deals with whether the call
center operators have the training required to screen information from excavators who are
looking to attain locates. PGL did recommend to CDOT that the operators in the DIGGER office
be included in some training. However, Peoples Gas has not followed through with a training
plan or necessary actions to deal with operators that would be necessary to reduce the number of
bogus emergency locates.

Peoples Gas has made some efforts to meet with GCDPC and CDOT to discuss training. There
was one training session for the City Water/Sewer crew foreman and engineers on July 29, 2009,

> Response to Data Request #419.
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and a training session for two contractors.” However, Peoples Gas only appointed a manager for
damage prevention in April 2009. The lack of adequate action to address the training issue is likely
because this new manager has several other responsibilities and dealing with the city may require constant
and special attention.

In addition, Peoples Gas was supposed to work with DIGGER, GCDPC, and the ICC Staff to
develop a process for compliance via penalty and education for abuses of emergency locate
requests. PGL did bring this issue up to CDOT, and a recommendation resulted involving
presenting data to the DIGGER office so that it could take steps to eliminate the problem.
Peoples Gas has not expedited or followed up discussions with the city concerning the
compliance process. Moreover, Peoples Gas failed to include the ICC Staff.

Damage prevention continues to show very little progress or significant accomplishments over
the last year. In August 2009, Peoples Gas assigned yet another manager to be responsible for
damage prevention. Peoples Gas assured Liberty that, given time to come up to speed, this new
manager would address the issues and get them resolved. Liberty would like to see this new
manager develop a relationship with the city to resolve critical issues necessary to reduce
damages to PGL’s underground facilities.

Peoples Gas is concerned that a recent change to the Illinois Underground Utility Facilities
Damage Prevention Act, in its definition of an emergency locate request, could result in Peoples
Gas’ locators not being able to differentiate valid and bogus locate requests. Peoples Gas should
monitor and take appropriate action on this matter.

Peoples Gas provided a copy of SIG Administrative Directive 2.01, dated October 22, 2009,
titled “Addressing Unjustified Emergency Locates.” It outlines the method of using the
Navigate system to obtain data on unjustified emergency locates. Peoples Gas provided copies of
many e-mail items showing communication with DIGGER and the City regarding incorrect and
questionable locate requests. Peoples Gas demonstrated that it has conducted supervisory
investigations of suspect emergencies for the period from July 2009 through February 2010.
Peoples Gas stated, and Liberty agrees, that these actions show completion of action item #6
from the implementation plan.

Although it did not meet the target date for action item #5, Peoples Gas described its progress in
working with DIGGER to improve compliance.”’ One potential penalty is to delay issuing
permits to excavators that have a record of bogus locate requests. Peoples Gas has been working
closely with GCDPC and a few within the DIGGER environment who understand the critical
issues necessary to reduce damages to underground facilities and reduce bogus locates. However,
most of Peoples Gas’ problems have been with City departments, not private contractors.
Peoples Gas indicated that it and the DIGGER office have repeatedly informed city sewer and
water departments of their continued probable violation of the One-Call law with little to no
response to correct the situation. Liberty concluded that Peoples Gas completed its actions but

>3 Response to Data Request #420.
¢ Response to Data Request #483.
7 Interview #172, May 17, 2010.
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should continue its efforts to bring the City departments to the same level of compliance as
others. Therefore, Liberty considers this recommendation verified and closed.

December 23, 2010 The Liberty Consulting Group Page 41



Final Verification Report Pipeline Safety Program Investigation
Peoples Gas Company

Recommendation

II-8
Upgrade the training program for locators.

Background

Liberty concluded that Peoples Gas’ training for its locators did not meet minimum
requirements. Peoples Gas required its locators to have taken basic Operator Apprentice training
as well as two days of classroom and on-the-job training before the initial locate. In contrast,
NULCA’s (National Utility Locating Contractors Association’s) training program takes
approximately two weeks to complete. Liberty’s comparison between Peoples Gas’ training
materials and classroom sessions and NULCA'’s training standards demonstrated that Peoples
Gas does not meet PHMSA (Pipeline and Hazardous Materials Safety Administration) minimum
requirements or industry best practices.

Liberty recommended that Peoples Gas upgrade the training program for locators. As a group,
Peoples Gas’ locators needed more and better training. Liberty stated that Peoples Gas should
design and implement the improved training program within six months of the date of the final
report and all locators should receive the new training within one year of the date of the report.

Peoples Gas’ Implementation Plan
Peoples Gas stated that it would complete the following action items:
e Review NULCA program and identify gaps between it and Peoples Gas’ training program.

e Review Common Ground Alliance (CGA) best practices and identify gaps between it and
Peoples Gas’ training program.

e Design revisions to its program and develop training materials.
e Train instructors.
e Conduct new training for locators: 5/1/09 through 9/30/09.

e Measure the effectiveness of training using root cause analysis and evaluations from QA/QC
audits.

Verification Discussion and Conclusions
Liberty reviewed Peoples Gas’ comparison of NULCA®® training standards to its own training

materials.”” The company reviewed each NULCA “units of competence,” which includes an
explanation of the unit, elements of competence, and performance criteria. For each of these
“units,” Peoples Gas developed a response or recommendations for any deficiencies or
clarifications that it might need. The review is complete, but Liberty will spend additional time
to verify actual changes or additions in training materials, company procedures, and classroom
presentations. An example of a change in company procedures is General Order 0.800- Section
C, which states “A sufficient number of locate marks shall be made over mains and services to
assure that the excavator can readily determine the locations of company facilities throughout the

¥ National Utility Locating Contractors Association.
%% Response to Data Request #341.
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area of construction.” The training manager indicated that Peoples Gas would probably require a
minimum of ten feet between locate marks over facilities. If this is the case, Peoples Gas will
have to revise General Order 0.800 to reflect this policy change.

Peoples Gas also provided the results of its review of the CGA practices and the identification of
gaps with Peoples Gas’ training.”’ Peoples Gas did an outstanding job in developing these
comparisons, which clearly identify areas for the adoption of best practices. In particular, the
spreadsheets for gaps CGA and Peoples Gas’ practices is thorough and includes the gap
description, corrective actions, and any follow-up that it might need. The following is an
example of part of the company’s findings:

OVERALL SUMMARY - Phase |
Total Number 51
Percentage (Gaps to Best Practices) 62%
Minor 24
Remediation Effort Moderate 25
Significant 3
Minor 36
Gap Consequence Moderate 10
Significant 6

CROSS SECTIONAL SUMMARY

Minor | Moderate Significant

(¢}
=8 Significant 0 5 1
S
o
Z8 Moderate 1 8 1 | 2nd Priority
S

Minor 23 12 1 | 3rd Priority

With regard to training instructors (action item #4), Peoples Gas sent four TTS (Technical
Training and Standards) staff personnel last November for locating training at Staking University
in Illinois. Basic locating concepts as well as problem solving techniques that could assist with
difficult locating processes were part of the program. The instruction used several instruments to
perform specific locating techniques including comparing peak versus null response,
triangulation, and depth validation techniques. Instructors who attended this training thought it
was a valuable experience and would welcome future training opportunities.

5 Response to Data Request #342.
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Peoples Gas scheduled action items #3 through #6 to be complete after April 1, 2009, and
Liberty will monitor these items later in the verification phase.

Peoples Gas provided information regarding its attempt to “measure the effectiveness of the
locator training using root cause analysis and evaluations from QA/QC audits.”®" An April 16,
2010, memorandum said that TTS implemented the “Kirkpatrick Model for Evaluating
Effectiveness of Training Programs” to evaluate the effectiveness of its Locator Training
Program. This evaluation model consists of a four-level approach in assessing a training
program’s effectiveness. The first level showed that students responded favorably to improved
training. The second level involves a pre-test and post-test. Peoples Gas could not yet implement
this level but pointed out that most of the students who failed an initial test, passed the re-test.
Supervisors commented favorably on the quality of locator work as a measure of the third level.
Peoples Gas could not complete level four because it said 2008 data on mis-locates were not
conducive to comparison with 2009 data.

Liberty and the ICC Staff met with Peoples Gas to review its efforts to evaluate locator
training.”> Liberty suggests that Peoples Gas consider the possible use of a checklist form to
document supervisors’ evaluations, the use of more recent CMG audit results rather than waiting
for complete 2010 data, and the number of Operator Apprentices (OAs) or new hires as locators.
According to Peoples Gas, there are approximately 70 qualified locators. Remaining a concern is
that of these locators, 28 or 40 percent are OAs (apprentices or new hires).

In addition, the group discussed the flow of data on mis-marks so that appropriate remedial
action could occur. In a later communication,” Peoples Gas indicated that it would update SIG
(System Integrity) Administrative Directive 5.00 to address the issues discussed. Liberty will
keep its verification work open on this recommendation to review locator assignments and
Peoples Gas’ measurement of the effectiveness of locator training.

On August 16 and 17, 2010, Liberty and the ICC Staff attended the Locating & Marking class
given at the Technical Training and Standards facility. Liberty concluded that Peoples Gas
improved its Locating Program and completed all but one action item relative to this
recommendation by implementing the following:

e Enhanced instructor training

e Improved course material

e Review of selected Learning Management System Modules

e Locator training to meet or exceed the NULCA Professional Training & Standards
e Overview of CGA Best Practices

e Up to five (5) days of field evaluation.

ol Response to Data Request #484.
52 Interview #175, May 19, 2010.
83 Conducted on May 31, 2010.
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Liberty attended several locator-training classes at Peoples Gas over the last few years and found
that Peoples Gas improved the curricula of those classes. In particular, Peoples modified its
Facility Locating and Marking program to comply with PHMSA minimum requirements using
NULCA Training Standards and Practices, and adopted certain CGA best practices in the
training.

In regards to the action item to Measure the effectiveness of training using root cause analysis
and evaluations from QA/QC audits, Liberty does not believe Peoples can complete this item
using audits due to deficiencies within the CMG (see Recommendation V-8). However, the ICC
Staff has informed Liberty that Peoples has “investigative” meetings to review locator
deficiencies and determine causes of problems so that it can correct them. Liberty finds these
meetings to be an acceptable substitute until the CMG improves its audits.

Liberty concluded that Peoples Gas met the intent of this recommendation. Liberty considers it
verified and closed.
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Recommendation

11-9

Develop and implement a communications and training protocol for the City of Chicago municipal
workers and private contractors.

Background

Liberty concluded that Peoples Gas’ communications with and training for excavators was
deficient. For the period January 2006 through September 2007, Peoples Gas’ underground
facilities were damaged in 1,452 incidents. Of that number, 632 incidents (44 percent) were
excavations about which the one-call system was not notified. Liberty concluded that Peoples
Gas’ communications to excavators regarding excavation damage prevention have not been
effective.

Municipal workers caused 564, or 39 percent of the 1,452 incidents in the period referenced
above. The last documented training of City of Chicago employees was in April 2004. Liberty
concluded that the training provided to City of Chicago employees regarding excavation damage
prevention was woefully inadequate.

Liberty recommended that Peoples Gas develop and implement a program for meetings with
municipal and private excavators to educate and train them about the damage prevention
program. Excavators should be required to attend such meetings.

Peoples Gas’ Implementation Plan

Peoples Gas stated they would comply with Liberty’s recommendation by completing the
following action items:

1. Prepare a letter to GCDPC (Greater Chicago Damage Prevention Council) strongly
recommending training by TTS to municipal and private excavators

2. Schedule training sessions from responses from GCDPC members

3. Conduct training January 2009 through May 29, 2009. This is consistent with Liberty’s
recommendation that the training should be complete by May 2009.

Verification Discussion and Conclusions

Peoples Gas issued a letter to GCDPC recommending training for municipal and private
excavators.” TTS scheduled training every Friday through the month of April on damage
prevention for the city of Chicago.®® Peoples Gas’ TTS manager was uncertain who would be
conducting the training for the city and indicated that there had been no response from GCDPC
members for any training.

During the week of April 6, 2009, Liberty confirmed that Peoples Gas is not meeting the intent
of this recommendation. The only effort made regarding the training of municipal workers and
private contractors was sending a letter to the GCDPC letting them know Peoples Gas could
conduct some training. There has been no response from members of GCDPC and consequently

64 Response to Data Request #301 and #346.
55 Response to Data Request #347.
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no training given. Peoples Gas agreed to remove the training from the calendar until it actually
schedules training. Peoples Gas appointed a manager for Damage Prevention on April 10, 2009.
He indicated that he would contact City department heads about training. Liberty will follow-up
on this matter and other issues of training contractors in the future.

In a May 27, 2009, telephone meeting with the new Manager of System Integrity (damage
prevention), Peoples Gas confirmed that no actual training had been conducted. The manager
indicated that he met with the head of Chicago Department of Transportation to present Peoples
Gas’ training materials, and hopes that this will lead to training of personnel in various city
departments.

On August 5, 2009, Liberty interviewed Peoples Gas personnel regarding implementing training
protocol for the city of Chicago municipal workers and private contractors. Peoples Gas had
discussions with GCDPC and CDOT concerning training for municipal workers and private
contractors.®® However, Peoples Gas documented only the following damage prevention training
for this year as a result of their efforts:

1. Training for City Water/Sewer Crew Foreman and Engineers was held on July 29.

Training for Benchmark was held July 30
2. Training for GroundHog is scheduled for August 18.

Peoples Gas has not conducted the damage prevention training of excavators that is necessary to
have a meaningful effect. Peoples Gas’ actions to promote excavator training have not been
effective. This is partly because Peoples Gas did not assign in a timely manner a manager who
would be accountable for damage prevention and then replacing this manager three months later.
Peoples Gas is almost a construction season behind in actions it should have taken at the end of
2008.

Although Peoples Gas made a recommendation to GCDPC that excavators causing damage
should be required to attend training, there were only two excavators that eventually had any
training. (There are over 300 eligible for training.””) All excavators causing damage should be
required to attend training. The recommendation made to GCDPC concerning mandatory
training was insufficient and ineffective. It did not address all excavators and did not produce
results.

Liberty found that Peoples Gas had not met the clear intent of this recommendation. Liberty will
continue to monitor any progress in this area.

On November 9, 2009, Liberty interviewed Peoples Gas’ personnel regarding progress towards
implementing training protocols for city municipal workers and private contractors. The new
(first week of August 2009) Manager of System Integrity has tried to have discussions and
meetings with GCDPC and CDOT concerning this training. These efforts have not been effective
apparently because the city of Chicago controls and operates DIGGER and there is no penalty or

% Response to Data Request #420.
57 Response to Data Request #335.
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policy provisions regarding training for any excavator (private or municipal) who violates
guidelines or damages underground facilities.

Peoples Gas has reached out to private contractors offering them damage prevention training
similar to that offered to the various city departments, but has received the same general lack of
response. The contractors have little incentive to dedicate their peoples’ time to attend training.
Without enforcement especially a provision for mandatory training for any excavator who
damages underground facilities there is no incentive for an excavator to commit time for
employees to attend training offered by Peoples Gas.

Excavation damage poses by far the single greatest threat to Peoples Gas’ distribution system
reliability and integrity, making excavation-damage prevention the most significant opportunity
for distribution-pipeline safety improvements. States that have a comprehensive and effective
damage prevention program have enforcement of damage-prevention laws and regulations and
civil penalties for violations. An Illinois or Chicago enforcement policy would result in a
substantially lower probability of excavation damage to Peoples Gas’ pipeline facilities and thus
a lower risk of serious accidents.

Mandatory training is an effective alternative or supplement to civil penalties and, as an
enforcement tool, promotes compliance with damage prevention laws and regulations. Peoples
Gas should try to urge the city to require training or possibly restrict city permits for excavators
who continue to damage underground facilities. Lack of enforcement is a key gap in damage
prevention within the city of Chicago. Peoples Gas should continue its efforts to offer damage
prevention training to all stakeholders and possibly consider requiring training as part of any
collection of costs for damages to their facilities caused by excavators.

In January 2010, Peoples Gas provided information about training offered to and attended by
City and private excavating contractors.”® Peoples Gas contacted several of the excavators
through the GCDPC. Of the 19 contacts made, 15 produced attendees at training conducted in
July, August, October, and December 2009. Peoples Gas conducted most of this training on
December 2 and December 16, 2009. The City Water/Sewer Department had attendees at the
December 2 session. Training attendees included two of the three private contractors that had the
most hits on Peoples Gas’ facilities during 2009.” Peoples Gas demonstrated significant
progress in training related to preventing excavator damage prevention.

In April 2010, Peoples Gas provided additional information about excavator training sessions, its
communications with DIGGER, and evidence that DIGGER is willing to penalize excavators
who do not attend the training sessions.”’ However, the training accounted for only a small
percentage of stakeholders working in the city of Chicago. For City workers, Peoples has held
two training sessions between July 2009 and February 2010 for all City departments. Liberty
reviewed with Peoples Gas numerous documents that recorded communications about One-Call

6% Updated response to Data Request #422.
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violations and damage prevention training.”' Liberty concluded that Peoples Gas has done a
reasonable job in trying to meet the intent of this recommendation. Peoples Gas should continue
to work with all stakeholders to attempt to require mandatory training for excavators including
city workers who violate the law. Liberty considers this recommendation closed.

" Interview #172, May 17, 2010.
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Recommendation

II-10
Develop and implement a procedure for monitoring directional boring activities.

Background

Liberty found that Peoples Gas did not identify and observe directional boring activities.
Directional bores create additional hazards to underground facilities and require special
treatment, including a Peoples Gas presence on-site during the boring operation. However,
Peoples Gas’ locators mark out the site and leave, with no special consideration given to a
directional bore site. The mark-out ticket usually indicates a directional bore. Even if not on the
ticket, an adequately trained mark-out person should be able to assess the intent to bore at the
site.

Liberty recommended that Peoples Gas develop a procedure for identifying and monitoring
directional boring activities and train its locators or other monitors in the specific requirements
and hazards associated with directional bores. Peoples Gas should pay particular attention to
those contractors who have caused damage in previous boring operations.

Peoples Gas’ Implementation Plan

Peoples Gas stated they would comply with Liberty’s recommendation by completing the
following action items:

e Develop criteria for enhanced monitoring of directional boring activities.

e Revise Distribution Dept. General Order 0.800 Policies and Procedures for the Prevention of
Damage to (Underground) Gas Company Facilities with new criteria for monitoring
directional boring activities.

e Work with DIGGER office and GCDPC (Greater Chicago Damage Prevention Council) to
ensure that excavator and Digger office personnel understand the importance of
communicating boring activities when locates are requested.

e Develop training material and provide training to Union and Management personnel covering
new monitoring requirements for directional boring.

Verification Discussion and Conclusions

Liberty reviewed relevant sections of General Order 0.800, in which Peoples Gas addressed
directional boring activities.”> Peoples Gas did a good job in revising procedures to include new
criteria for monitoring directional boring activities. In addition, Peoples Gas indicated that it is
initiating steps to amend procedures in an effort to minimize risks associated with excavators
performing directional drilling operations in close proximity to underground natural gas
facilities.” The steps Peoples Gas is taking are twofold. One is improved education and
communication required for Peoples Gas to identify excavators who plan to perform directional
boring. The other is enhanced monitoring Peoples Gas will conduct to minimize the risks to its

72 Response to Data Request #334.
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facilities when directional boring is performed. Some of Peoples Gas’ standards are consistent
with industry practices such as:

1. Verify test holing is performed when crossing over gas facilities.
2. Drill head is observed in test holes as it passes exposed gas facilities.
3. Drill paths parallel to gas facilities, within 3" of the gas facility, should be

discouraged. When deemed necessary to drill within 3’, test holing at regular intervals
should be performed to ensure the facility being installed did not encroach on the gas

facility.

4. Drilling machines are located to avoid anchor stakes striking nearby underground gas
facilities.

5. Excavators with history of damaging gas facilities will be observed more closely

during actual construction
Peoples Gas also said that:™
On 12/10/08, at the monthly Greater Chicago Damage Prevention Council
Meeting (GCDPC), PGL representatives initiated a discussion regarding the
importance that locate requests identify the planned excavating techniques. It was
agreed that the current information that excavators are required to provide to the
DIGGER Office is deficient in determining excavating techniques.

It was suggested that the DIGGER call center operators who take the requests be
informed that they should extract this type of information when excavators call for
DIG numbers. It was also recommended that the DIGGER system be enhanced to
require that the excavation technique be a required entry field. The Manager of
the DIGGER Office, who attended at this meeting, said that they would look into
this issue.

Apparently, Peoples Gas’ representatives made no effort to visit DIGGER facilities and ensure
that office personnel understand the importance of communicating boring activity on locate
requests. There was no documentation of any follow-up by Peoples Gas to check on training of
call center operators.

On August 5, 2009, Liberty met with PGL personnel to discuss action item #3, which states:
Work with DIGGER office and GCDPC (Greater Chicago Damage Prevention Council) to
ensure that excavator and Digger office personnel understand the importance of communicating
boring activities when locates are requested.

Liberty reviewed numerous e-mails over a period of several months and found repeated
comments such as:”

e this permit did not say anything about directional bore
e permit did not specify boring
e contractor directional boring but not on DIGGER as directional boring

7 Response to Data Request #348.
> Response to Data Request #419.

December 23, 2010 The Liberty Consulting Group Page 51



Final Verification Report Pipeline Safety Program Investigation
Peoples Gas Company

e this is happening again... we need to take care of this immediately... we are getting this
more and more

It is apparent that e-mails are not accomplishing anything regarding DIGER office personnel
understanding the importance of communicating boring activities when locates are requested.

AT the December 10, 2008, monthly meeting of the GCDPC,”® Peoples Gas suggested that the
DIGGER call center operators who take the requests be informed that they should identify
planned excavation techniques such as boring activity when excavators call for DIG numbers. It
was also recommended that the DIGGER system be enhanced to require that the excavation
technique be a required entry field. After 10 months, Peoples Gas has not followed through
sufficiently in order to get these recommendations accepted by the city of Chicago.

Liberty requested that Peoples Gas provide efforts, results, and follow-ups it has taken to ensure
DIGGER personnel understand the importance of communicating boring activity on locate
requests.”” Liberty found Peoples Gas’ response to be inadequate and not addressing the issue
properly. One of the most important issues with bogus emergency locates and identifying boring
activities deals with whether the call center operators have the training required to screen
information from excavators who are looking to attain locates. Peoples Gas has not taken the
right actions or followed up to create opportunities to ensure that DIGGER office personnel are
trained properly to identify when boring activities are involved in locate requests. DIGGER
office personnel are similar to 911 operators in that if the information is not taken properly, the
result could cause personal injury or death. Peoples Gas needs to take a stronger approach with
the city of Chicago in order to resolve this issue.

In November 2009, Liberty interviewed the new manager for the Damage Prevention Program
on this recommendation. He has had numerous meetings and discussions with GCDPC and the
manager for DIGGER that resulted in their office personnel understanding the importance of
boring activity and reporting this information as a line item on locate requests. This is a major
accomplishment for Peoples Gas that will help to identify and monitor boring activity in the city
of Chicago.

Liberty verified that Peoples Gas completed the training of its personnel relative to this
recommendation. Peoples Gas trained all locators using the revised Distribution Department
General Order 0.800 Policies and Procedures for the Prevention of Damage to (underground)
Gas Company Facilities and criteria for monitoring directional boring activities.

Liberty considers this recommendation verified and closed.

® Response to Data Request #348.
7 Response to Data Request #423.
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Recommendation

II-11
Develop and implement criteria and a procedure for conducting inspections of excavating sites.

Background

Liberty concluded that Peoples Gas’ procedural requirement to inspect the site every time its
facilities are exposed was unrealistic and the company did not comply with the procedure.
Peoples Gas did not inspect most sites after excavation exposure, and in fact, this is an unrealistic
and impractical requirement. Peoples Gas needs to perform a risk assessment and develop
criteria for which types of sites it must inspect and which it will inspect on a sample basis.

Liberty recommended that Peoples Gas develop criteria for inspecting excavation sites, including
a determination and ranking of relative risk of various types of excavations and development of a
realistic and achievable sampling protocol.

Peoples Gas’ Implementation Plan

Peoples Gas stated they would comply with Liberty’s recommendation by completing the

following action items:

e Develop more reasonable criteria and guidelines for performing inspections at excavation
sites.

e Revise Distribution Dept. General Order 0.800 Policies and Procedures for the Prevention of
Damage to (Underground) Gas Facilities with new inspection guidelines.

e Develop training material and provide training to Union and Management personnel.

e Provide locators with business cards to help improve communication with excavators in
order to implement new inspection guidelines.

e Develop report to verify the company is achieving sampling requirements contained in new
guidelines.

Verification Discussion and Conclusions

Liberty reviewed General Order 0.800 Policies and Procedures for the Prevention of Damage to

(Underground) Gas Company Facilities dated 3/30/09"® where PGL has revised this document

with new inspection guidelines. Liberty found that Peoples Gas has done a good job in this area

and has revised its procedures accordingly. Peoples Gas established plans to perform follow-up

inspections on 5 percent of most excavation activities such as: "’

e Excavations to be performed by City of Chicago workforces or contractors working for the
City of Chicago since these excavators have a poor record of damage prevention regarding

PGL facilities.
e Other excavators with a poor record of damage prevention regarding PGL facilities.

e [Excavations to be performed in parkways where a gas main is located since this is where
most gas mains are damaged.

78 Response to Data Request #334.
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e Excavators trenching across intersections since this is the location where most gas mains are
crossed perpendicular and damage is more likely.

Because there were about 90,000 locates last year, this could amount to approximately 90
follow-ups per week. This is aggressive and Liberty will monitor Peoples Gas’ efforts to meet
this goal.

Liberty also noted that Peoples Gas’ plans provide for and document that inspections of exposed
gas facilities are performed by creating a checklist to be completed by the company employees
who perform inspections. These employees are not always locators. Peoples Gas will file the
checklists at each District Shop. The checklist will include those items currently shown in
Distribution Dept. General Order 0.800.

Liberty will verify that Peoples Gas is using the checklist in the field during the construction
season. In addition, Peoples Gas is developing training material, and will conduct the training of
union and management personnel between May and the end of October 2009. Peoples Gas
provided locators with business cards to help improve communication with excavators and to
implement new inspection guidelines. Peoples Gas indicated that the report to verify that the
company is achieving sampling requirements contained in new guidelines would be developed
by the target date of September 30, 2009.

In November 2009, Liberty verified that Peoples Gas completed the training of personnel relative
to this recommendation. It trained all locators using the revised Distribution Department General
Order 0.800 Policies and Procedures for the Prevention of Damage to (underground) Gas
Company Facilities with inspection guidelines. Liberty also reviewed a report to verify that the
company is achieving sampling requirements contained in the new guidelines. Peoples Gas
indicated that in August 2009, the System Integrity Group (SIG) was allotted three permanent
Follow-Up Locators to perform the sampling requirements outlined in General Order 0.800.
Because the results fell short of the 5 percent sampling threshold, Peoples Gas is identifying
resources to improve future sampling results.*

As part of the Damage Prevention Program, Peoples Gas issued a directive that detailed the
follow-up process for reporting 100 percent of horizontal directional drilling locate requests, 100
percent of locate requests within 100 feet of Critical Facilities, and 5 percent of the total of all
locate requests and the reporting of One-Call violations. The reporting will include any
deficiencies identified and documented on the Facilities Protection Checklist form outlined in
General Order 0.800. Peoples Gas reported that audits of:

e Directional Drilling locate requests were 54.7 percent deficient

e The (5 percent) total of all locate requests was -3.6 percent or 72 percent deficient
e Critical facilities were 9 of 9 for 100 percent of goal.

Although the sampling requirements were not met, Liberty’s review determined that Peoples Gas
developed a proper reporting and follow-up processes for horizontal directional drilling locate
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requests, locate requests within 100 feet of their Critical Facilities, and the total of all locate
requests.

The ICC Staff may want to consider additional follow-up actions on these deficiencies.

Liberty considers this recommendation verified and closed.
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Recommendation

II-12
Peoples Gas should develop and implement a procedure for sealing exposed cast iron joints that are
subject to pressures of 25 psig or less.

Background

Federal code requires that exposed cast iron joints subject to pressures 25 psig or less must be
sealed by means other than caulking. That requirement was not included in Peoples Gas’
procedures, and Liberty observed that Peoples employees were generally not aware of it. Liberty
found that Peoples Gas needed to include this code requirement in its procedures, make its field
personnel aware of the requirement, and implement a process to provide for such sealing.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas stated that it will make changes to applicable orders to
reflect that whenever a cast iron or ductile iron bell joint subject to pressures of 25 psig or less is
exposed, it must be sealed (leaking or not) using means other than caulking (i.e., anaerobic
sealant or encapsulant). Peoples Gas would:

e Issue a bulletin by 11-26-08

e Conduct tailgate information sessions by 12-31-08, and
e Update appropriate O&M Orders by 3-31-09.

Verification Discussion and Conclusions

To address this code requirement, Peoples Gas issued Distribution Department (Technical
Training and Standards) Bulletin #74, dated November 12, 2008, entitled Exposed Cast Iron Bell
and Spigot Joints.®' Peoples Gas also issued Distribution Department Main Work order numbers
1.003, 1.004, 1.005 and 1.007, that address the cast iron joint sealant requirements contained in
the federal safety code.*” Peoples Gas held tailgates training sessions on various dates in
November 2008 using Bulletin #74.*

Liberty concluded that Peoples Gas took the actions in its implementation plan and met the intent
of this recommendation. Liberty considers this recommendation verified and closed.

81 Response to Data Request #301.
%2 Response to Data Request #394.
% Response to Data Request #355.
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Recommendation

II-13
Review and implement Common Ground Alliance (CGA) best practices not in place.

Background

Liberty concluded that Peoples Gas’ adoption of industry best practices in the area of damage
prevention was very limited. Of the eight categories of best practices recommended by the
Common Ground Alliance, Peoples Gas claimed to have implemented best practices in two.
However, Liberty’s examination revealed deficiencies in those areas, leading to the overall
conclusion that Peoples Gas has not implemented industry best practices in its excavation
damage prevention program. Furthermore, Peoples Gas does not appear to be deriving sufficient
benefit from the limited number of best practices adopted by Greater Chicago Damage
Prevention Committee’s subcommittee on best practices.

Liberty recommended, as part of the overall upgrading of the excavation damage-prevention
program, that Peoples Gas review the CGA compilation of best practices, discuss them with the
ICC, and determine which it should implement.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas indicated that it was soliciting responses from peer

utility companies in an effort to ascertain CGA best practices used in the natural gas industry. It

planned to:

e Complete the survey of peer utility companies by 11/30/2008

e Determine and compile CGA best practices used in the natural gas industry and decide those
best practices that Peoples Gas will implement by 3/31/2009

e Prepare a report of CGA best practices and implementation plan for ICC review by
6/30/2009

e Revise procedures to implement CGA best practices at Peoples Gas by 9/30/2009.
e Incorporate new best practices in training curriculum by 3/31/2010.

Verification Discussion and Conclusions

Peoples Gas provided its “Damage Prevention Common Ground Alliance Implementation
Plan.”® Tt listed 44 best practices and detailed the company’s plan for implementing or
demonstrating compliance. The status report indicated that Peoples Gas had completed the
required actions for all but one part of one of the practices. The actions for that part were not
required for completion until April 30, 2010. Peoples Gas closed two of the practices without
any required action. Most of the actions involved procedural changes or additions to a General
Order.

In October 2010, Liberty and the ICC Staff met with Peoples Gas’ personnel to discuss the
information it provided to help expedite the verification of the Damage Prevention Common

% Response to Data Request #485.
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Ground Alliance GAP Implementation Plan and related documents supporting GAP closure.”
Peoples Gas’ information was very extensive and thorough. It identified each of the 44 best
practices with a GAP ID number, and contained information such as identifying the CGA best
practice, Peoples Gas’ practice or policy, a GAP description, what corrective action it would take
to eliminate the GAP, and action items describing efforts needed to eliminate the GAP.

Liberty verified that Peoples Gas addressed all 44 best practices by reviewing supporting
documents and determining that the action items specified were documented in applicable
General Orders with updates, Operating and Maintenance Procedures with updates, and training
sessions such as classroom instruction or tailgate meetings. In addition, Liberty determined that
Peoples Gas incorporated the new best practices in its training curriculum.

Liberty found that Peoples Gas made a bona fide effort to implement industry best practices in its
excavation damage prevention program and has met the intent of this recommendation, which
Liberty considers closed.

% Response to Data Request #528.
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Recommendation

1I-14
Develop and implement a root-cause analysis program.

Background

Liberty found that Peoples Gas did not perform root cause analyses as part of its damage
prevention program. Root cause analysis is an important analytical tool, and the Common
Ground Alliance recommends its use. It should be a part of any utility’s damage prevention
program. Peoples Gas did not compile and analyze data essential for such analysis, although it
appears that the field documents do identify some direct cause data.

Liberty recommended that Peoples Gas develop and implement a root-cause analysis program.
As part of the previous recommendation regarding the general upgrade of its damage prevention
program, Peoples Gas should supplement its existing data collection. It should incorporate the
information from the DIRT root cause form into Peoples Gas’ Form 7086, Report of Facility
Damage. Using that data, it should develop and implement a root-cause analysis program.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that it would develop a root-cause analysis program.
It planned to use a system called IVOS Claims Management that is supported by the Integrys
Insurance and Claims department. Accident reports would include root cause data boxes and the
forms would match the root causes listed on the DIRT root cause form.

Verification Discussion and Conclusions

Peoples Gas provided its Accident Report Field Copy that contained root cause tracking
information.*® Peoples Gas indicated that it conducted training for management employees in
December of 2008. It completed training for field employees during Crew Refresher training
held at each of the District Shops starting in February of 2009 and ending in March of 2009.

Peoples Gas also described how it intended to generate reports from the IVOS system.®’ This has
taken longer than Peoples Gas anticipated.®® Therefore, Peoples Gas generated a procedure and
prepared reports from a separate system dedicated to collecting root cause information. SIG
(System Integrity) Administrative Directive 5.00 describes the root cause program for Peoples
Gas.* The purpose of the directive is:
As part of the Damage Prevention Program, this directive details the tracking
process for root causes related to damages on Peoples Gas/North Shore Gas
facilities from third party contractors and damages caused by Peoples Gas/North
Shore Gas crews on third party facilities. The directive details the start to finish
processes for obtaining root cause data and efforts to utilize the data for
improvement of the Damage Prevention Program through internal and external

% Response to Data Request #358.

%7 Response to Data Request #359.

88 Telephone interview, January 22, 2010.
% Updated response to Data Request #441.
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educational programs along with comparison of metrics within the industry. The
directive addresses Common Ground Alliance (CGA) best practices 4-16, 8-9, 9-
2,9-14, 9-18, 9-20, and 9-21.

Peoples Gas also provided the performance report for 2009.”° It shows the number of damages
by each of the 11 listed root causes, missed mark locates by individual, damages to Peoples Gas’
facilities by individual contractor, on-time and same-day locates, and other data such as the
number of boring inspections performed.

In April 2010, Peoples Gas provided its performance report for the first quarter of 2010.°" In
May 2010, Liberty reviewed the report in detail with Peoples Gas.”> Peoples Gas and Liberty
discussed the importance of data collection and analysis in excavation-damage prevention
programs to monitor and improve performance. With accurate and comprehensive data, Peoples
Gas should be able to determine what type of events caused damages and then work with
excavators, the one-call center, the public, and municipal employees to focus on areas that will
prevent damages. Liberty confirmed that Peoples Gas has established an excellent data collection
process. Liberty also reviewed an updated SIG (System Integrity) Administrative Directive that
details the tracking process for root causes related to damages on PGL facilities. This directive
sets out the start-to-finish processes for obtaining root cause data and using the data for
improvement of the Damage Prevention Program through internal and external educational
programs.

Liberty concluded that Peoples Gas met the intent of this recommendation and considers it
verified and closed.

% Updated responses to Data Requests #425 and #441.
°! Response to Data Request #486.
%2 Interview #172, May 17, 2010.
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Recommendation

II-15
Develop a system for tracking performance metrics for the damage prevention program.

Background

Liberty determined that Peoples Gas did not maintain, track, and use performance measures.
There are a number of performance measures in common use in the industry, including damages
per mile of mains, damages per 1,000 excavations, total number of hits, and many others.
Peoples Gas does not maintain any such statistics. Furthermore, the ICC requires reporting of
hits to transmission systems, but not distribution systems, and Peoples does not track hits to its
distribution system.

Liberty recommended that Peoples Gas develop a system for tracking performance metrics for
the damage prevention program. Peoples Gas should develop a system for collecting and
tracking performance metrics, including a comparison with a peer group of utilities.

Liberty also suggested that the ICC might want to consider requiring Peoples Gas to report to it
all damages or probable violations of the Illinois Underground Ultility Facilities Damage
Prevention Act using the DIRT “root causes.” This would enable the ICC to analyze damage
prevention activities and step up enforcement in certain areas.

Peoples Gas’ Implementation Plan

PGL has identified the following action items in order to complete this recommendation.
1. Complete survey of peer utilities
2. Determine and compile performance metrics and make decision on using those
metrics that will enhance Peoples Gas’ performance in preventing damage to gas
facilities. Peoples Gas will work with the ICC in developing these performance
metrics.
3. Implement performance metrics.

Verification Discussion and Conclusions

Peoples Gas’ survey of peer utilities showed that the following were the most commonly used
metrics:”

1. Ratio of # Damages and Cause

2. # of Mis-marks

3. # of hits per year

4. Underground damage investigation reports for each incident

5. Locate volume (gas/elec/both)

6. Damages (by geographic area, category, facility-gas/electric)

7. Damages to facilities by company and by contractors

8. Locator at-fault damages

9. Locator on-time performance
10. Locator second notice tracking (reason why one-call second notice was issued)

% Response to Data Request #361.
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11. Locator audits

12. ICC enforcement actions

13. # of hits per year

14. # of tickets per volume of work.

Using the survey results and other research, Peoples Gas determined that the following metrics
were most common in the industry:**
e Number of mis-marks per 1000 locates

e Hits Per 1000 locate request to compare with industry

e Number of total damages and by pipe and size

e Damages per 1000 locate requests

e Damages per 1000 miles of main

e Damages per 1000 services

e Total number of locate requests and tracked by month and by category of request
e Percentage of locate request no-show to total locate requests

e Percentage of on time locates.

Peoples Gas indicated that it will discuss these and other metrics with the ICC Staff to develop
an agreed upon set of performance metrics related to damage prevention for reporting purposes.

On August 5, 2009, Liberty met with Peoples Gas personnel to discuss the status of damage-
prevention performance metrics. Liberty had requested a list of metrics as a follow-up to
previous discussions.” Liberty noted that Peoples Gas’ response was a letter dated March 31,
2009, to the ICC saying that there does not appear to be any standard list of metrics and list a
handful of metrics Peoples Gas will probably start with. The letter also states that implementing
the metrics would be later in the year. Peoples Gas personnel responsible for damage prevention
were unaware of this response. However, the peer survey identified numerous metrics and was
available in January 2009.

Peoples Gas has delayed developing a system for collecting and tracking metrics, which is an
important part for any effective damage prevention program. The small number of metrics is
inadequate to identify problem areas and make improvements to the damage prevention program.

Liberty met with Peoples Gas to discuss the company’s damage-prevention performance metrics
for mains and services.”® Liberty concluded that Peoples Gas has established an excellent list of
performance metrics that it can use to identify problem areas and make improvements to the
damage prevention program. The PIPES Act of 2006 emphasized that an effective damage
prevention program should have a process of reviewing the adequacy of performance measures
regarding persons performing locating activities. Peoples Gas addresses this performance
measure in its metrics. Peoples Gas hopes to work with other Illinois utilities and the ICC to
establish similar metrics so there could be a statewide comparison.

% Response to Data Request #362.
% Response to Data Request #425
% Interview #172, May 17, 2010.
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In its initial investigation, Liberty found that not having a management person with ownership
for the excavation-damage prevention program was a major factor contributing to a substandard
program. Finally, in August 2009, Peoples Gas assigned a permanent manager for the damage
prevention program. During the short time in this new position, the manager made major
accomplishments and has taken an inadequate damage prevention program to a very respectful
one.

Liberty concluded that Peoples Gas met the intent of this recommendation, which Liberty
considers verified and closed.
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Recommendation

II-16
Bring experience and stability to the corrosion control organization.

Background

Liberty found that the turnover among Peoples Gas’ corrosion control personnel had been very
high and that personnel in corrosion control were inexperienced in that area. During the course of
Liberty’s investigation, there were three managers in charge of corrosion control and two people
in the important position of corrosion engineer. The people now in these positions did not have
prior corrosion control experience. There is a high turnover among the apprentices who take
corrosion readings because the position is not one that permits advancement. General
Supervisors, while experienced with the company, had no special corrosion control experience or
training. Changes in the Peoples Gas pension plan may result in the loss of those who do have
related experience.

Liberty recommended that Peoples Gas bring experience and stability to the corrosion control
organization. Peoples Gas should regard its buried gas pipes as valuable assets that it should
protect from decay and damage. In this regard, Peoples Gas should upgrade the experience and
knowledge of the personnel taking the cathodic protection readings. These people are currently
the lowest paid and lowest skilled level of employees at Peoples Gas and are frequently moved
and promoted out of this classification or assignment. Because their tenure is limited and they
consider the classification as “dead end,” there is little or no incentive to do much beyond the
barely acceptable and wait until the company rotates or promotes them out.

The Peoples Gas needs to staff its corrosion control program with individuals who are dedicated
to corrosion control. All corrosion control personnel need to have completed either specialized
training or have experience in the corrosion control field. The Peoples Gas corrosion control
program should have experienced leadership. The corrosion control program should have an
executive champion who provides sufficient leadership to ensure success and to overcome
obstacles from other organizations.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that it formulated a plan in November 2007 to
address the stability and knowledge concerns of the Corrosion Control Group through leadership
restructuring and the hiring of additional Corrosion Control Technicians to perform the function
of the pipe-to-soil readings that the Operations Apprentice classification performs. This plan
proceeded during the Liberty audit. As of August 18, 2008, Peoples Gas hired an additional five
Corrosion Control Technicians with a minimum of a two-year technical electronics degree.
There are currently eight Corrosion Control Technicians who are dedicated to ensuring the
cathodic protection of the distribution system. Peoples Gas will not rotate these technicians to
other departments, but will have opportunities to grow in the Corrosion Control Group. The
technicians will receive in-house training from experienced staff as well as NACE certifications
to enhance their development and expertise.
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As of August 2008, the eight Corrosion Control Technicians were currently performing the
majority of pipe-to-soil readings of mains and service pipes. They will perform all pipe-to-soil
readings beginning in the 2009 calendar year.

Verification Discussion and Conclusions

In September 2009, Peoples Gas indicated that it established a new corrosion control group with
a manager, supervisor, and others who will be involved for the long term.”” Peoples Gas gave
NACE CP1 training to all corrosion control personnel who were on board at the time (all but two
technicians passed). It will offer a repeat of NACE CP 1 in 2010 to the technicians who were not
yet on board and the two individuals who failed. Peoples Gas may offer NACE CP2 to all
technicians and staff in 2011 depending on budget constraints. Additionally, Peoples Gas
anticipates that all corrosion control staff and technicians will attend the Purdue Short Course in
Corrosion each year.

In its verification work in 2010, Liberty learned that Peoples Gas named a System Integrity
Manager who has responsibility for damage prevention and corrosion control. The company
reassigned some of this manager’s other duties, such as inside service inspections. In addition,
Peoples Gas expanded the corrosion group to include both a corrosion control
engineer/supervisor and another engineer to handle corrective action work with both contractors
and in-house resources.

The individuals who take the corrosion readings changed from Operations Apprentice (OA) to
technicians, with a minimum of an Associates degree in electronics or a related field. As of
February 2010, there are eight technicians assigned and there are plans to add a ninth. These
technicians are non-union personnel assigned to various districts/shops to become familiar with
the areas and develop stability and knowledge of their territories. Liberty interviewed all of the
technicians regarding their training and ability to perform corrosion control work.”® Each of the
corrosion control technicians has taken and passed NACE-CP-I (National Association of
Corrosion Engineers), the introductory and first course for corrosion technicians. In addition,
most of the technicians have attended classes at the Purdue Short Corrosion Course and this year
several will attend the Appalachian Corrosion Short Course. Plans are to have all of the
technicians take and pass the intermediate NACE course, NACE CPII.

There currently is stability within the corrosion control group with the technicians and corrosion
engineer/supervisor assigned permanently to corrosion. There are no real subject matter experts
or a corrosion engineer with significant experience, but the training program that Peoples Gas
has embarked upon should overcome this weakness in time. Thus, Liberty concluded that
Peoples Gas implemented this recommendation, provided the current training program continues
and that Peoples Gas maintains the full range of NACE courses and attendance at relevant short
courses. Liberty considers this recommendation verified and closed.

°7 Interview #141, September 14, 2009.
% Interviews #164, A to H, F ebruary 2010.
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Recommendation

11-17
Improve the accuracy of corrosion control readings.

Background

Liberty found that Peoples Gas’ corrosion control readings were inaccurate. Liberty performed
various checks of Peoples Gas’ corrosion control readings and found that the inaccurate readings
ranged from 46 percent to 79 percent of the total readings taken.

Liberty recommended that Peoples Gas improve the accuracy of corrosion control readings. If
apprentices are to take readings at insulators, then Peoples Gas should improve their training so
that they are able to determine which side of the insulator they are reading and, if the readings
are the same, they will suspect that either there is a shorted insulator or they are reading the same
side.

Peoples Gas should install test stations on cathodically protected services whenever it performs
work on such services, such as installing an anode or repairing a buried service valve. This will
provide Peoples Gas with a more consistent and true reading of the cathodic potential and the
status of the service. It should install all future steel services with either a test station or a means
to take corrosion readings without using a bar on the service valve.

An independent organization, like the Compliance Monitoring Group, should monitor the
accuracy of corrosion control readings. Peoples Gas should establish goals and metrics to
monitor those goals regarding the accuracy of the readings.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas indicated that it is addressing the first point of the
recommendation, to increase the accuracy of the pipe to soil readings, with the use of more
technically proficient Corrosion Control Technicians taking the pipe-to-soil readings.

Peoples Gas also said that Technical Training & Standards (TTS) would revise the anode
installation procedures to require that it install a test station and test wires on any new steel
services installed or existing steel services when installing an anode. It noted that Peoples Gas
rarely installs new steel services.

It addressed the third point with its internal audit group, the Compliance Monitoring Group
(CMQ) that reports to the General Manager of Field Support. The CMG performs a trailing audit
of 15 percent of the pipe-to-soil readings taken annually and performs stand by audits of
employees taking readings to ensure the understanding and adherence to the proper procedures.
The CMG communicates follow-up deficiency information to the Corrosion Control Group
ensure corrective actions.

Verification Discussion and Conclusions

Liberty discusses the hiring and use of technicians rather than apprentices under
Recommendation I1-16 above.
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With regard to the anode installation procedures, Peoples Gas incorporated the installation of test
stations at all isolated services that need additional anodes. Effective November 2009, the
contractors that Peoples Gas uses to install the additional anodes will also install the test station
(prior to this date a Peoples Gas crew was required to install all test stations regardless of who
did the anode installation). This item will remain open until it can be verified that test stations are
being installed as per the recommendation and the new procedure requirement.

In September 2009, Peoples Gas indicated that its QA/QC group performs a 10 percent sample of
corrosion readings.” It believes that inconsistent readings are the result of stray currents. This is
less than the 15 percent given in the implementation plan.

In June 2009, the ICC Staff assisted Liberty and performed a sample of trailing audit corrosion
readings. These results showed while there was a significant improvement in the accuracy of the
readings being taken there were still an above average number of readings that could not be
duplicated by the trailing audit team. Additional trailing audits will be performed in other shops
to determine the extent of the improvement and need for further improvement

Liberty has not completed its verification work on this recommendation. Liberty plans to:
¢ Audit anode installations on isolated services to determine if test stations are being installed

e Perform additional trailing audits on pipe to soil readings in the Central and South Shops

e Review QA/QC records to determine if their audits are effective and focused on testing
accuracy rather than on record keeping

e Determine if additional training is necessary in order to improve corrosion control testing
reading accuracy.

During the sixth quarter, Liberty interviewed all of the corrosion technicians regarding corrosion
control readings.'” All of the technicians have passed NACE CP I and do not appear to have
problems with routine readings. Several of the technicians remarked that taking service readings
with a metal bar on the valve is problematic because the reading can fluctuate depending on the
amount of pressure put on the bar at the valve surface.

During the period June 7-10, 2010, Liberty conducted trailing audits of corrosion readings. A
trailing audit involves taking readings at locations that Peoples Gas’ technicians read within the
previous several weeks. A senior corrosion technician from Peoples Gas, who had not performed
the audited locations, accompanied Liberty. Liberty considered the original reading accurate if it
was within plus or minus 70 milvolts of the audited reading. Liberty took readings in all three
shop areas and the readings were mostly within two weeks of the original reading. The overall
accuracy of the readings was nearly 95 percent, which was a significant improvement from
Liberty’s trailing audit in 2007.

% Interview #141, September 14, 2009.
1 Interviews #164, A to H, F ebruary 2010.
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Liberty’s 2010 trailing audits included 39 readings, only 2 of which fell outside of the plus or
minus 70 milvolt range from Peoples Gas’ initial reading. The readings were on both galvanic
and impressed current protected cathodic protection locations, and included several services on
either a building of public assembly (BPA) or a building located near a BPA. During the audits,
Liberty noted to Peoples Gas the advantages of painting a test box cover and marking the test
location on the curb. Liberty also demonstrated how taking a reading on concrete is not as
accurate as reading on soil, even if the soil is offset from the main or service.

Based on the significantly improved accuracy results and the use of dedicated and trained
corrosion technicians, Liberty concluded that Peoples Gas implemented this recommendation,
which is verified and closed.

December 23, 2010 The Liberty Consulting Group Page 68



Final Verification Report Pipeline Safety Program Investigation
Peoples Gas Company

Recommendation

II-18
Improve the methods and timeliness of corrective actions.

Background

Liberty found that Peoples Gas did not perform corrective actions in a timely fashion. Peoples
Gas did not typically schedule corrective actions for work until 11 months after the down
corrosion reading. The procedure automatically called for an anode installation, which may or
may not be an effective solution. Peoples Gas did not prioritize corrective actions based on the
type of facility affected. Effective corrective actions could and did exceed the 12-month window
for required repairs.

Liberty recommended that Peoples Gas improve the methods and timeliness of corrective
actions. The Peoples Gas method of performing corrective actions on corrosion control problems
was slow and cumbersome at best, and ineffective and wasteful at worst. Peoples Gas should re-
evaluate its automatic corrective action response of putting an anode on each service or main that
has a low reading and possibly consider doing diagnostic testing.

Troubleshooting corrosion control problems needs to be handled by individuals and not
scheduled by a computer with a “one response fits all” solution. Corrosion control problems need
to be anticipated in a proactive mode rather than addressed in a reactive mode only after
compliance is missed.

Peoples Gas should develop a listing of buildings of public assembly (e.g., hospitals, schools,
day care centers, senior centers, churches) that have services that could fail and cause a gas
release. Corrective actions for these facilities should receive priority scheduling. Peoples Gas
needs to anticipate that these high consequence buildings may need additional testing and
increased surveillance to either reduce the likelihood of a gas release or minimize the
consequences.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas indicated that the Corrosion Control Technicians have
three major responsibilities, taking pipe-to-soil readings, diagnosing poor reads, and issuing
work orders for corrective actions. Peoples Gas said that personnel experienced in techniques of
troubleshooting poor reads train the Corrosion Control Technicians. The technicians will also
attend NACE certification schools to enhance further their skills. The Corrosion Control
Technicians will diagnose poor reads when discovered and recommend corrective action
accordingly, instead of the past practice of installing anodes on all poor readings.

Peoples Gas addressed the second point in the recommendation by the engineering mapping of
buildings of public assembly (e.g., hospitals, schools, day care centers, senior centers, churches,
etc.) onto the company’s GIS system. The Corrosion Control Technicians will prioritize the
execution of corrective action using a risk-based approach; therefore, any corrective action
required in a building of public assembly will be a priority.
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Verification Discussion and Conclusions

In September 2009, Peoples Gas indicated that it is up to date taking corrosion readings and is
using a contractor to place anodes whenever diagnostics indicate that is the needed action.'"'
Peoples Gas said that anode jobs are now taking about one to one and one-half months after the
diagnostics. '

Peoples Gas indicated that the contractor could install test leads when placing anodes instead of
having a Peoples Gas crew do that work.

Peoples Gas personnel hold periodic meetings to review down corrosion readings at buildings of
public assembly to highlight the importance and priority for these sites. They schedule
troubleshooting immediately for these jobs and ensure that the contractors put them on the top of
their respective lists.

With regard to “personnel experienced in techniques of troubleshooting poor reads train the
Corrosion Control Technicians,” Liberty does not believe that the Peoples Gas has sufficiently
trained personnel to handle all of the necessary diagnostic requirements and still needs to either
rely on outside consultants or hire a well-qualified individual with many years of corrosion
control experience.

Peoples Gas performed the actions in its implementation plan with regard to newly discovered
deficient corrosion control jobs. For older jobs, there still seems to be some problems in solving
and diagnosing the problem.

In February 2010, Liberty reviewed the current overdue and late corrective action (CA) report
and recent corrosion control records.'” In addition, Peoples Gas established a Gas Operations
Key Performance Indicator (KPI) goal to reduce corrosion trouble shooting over one year to zero
for 2009. It did not meet this goal but significantly reduced corrosion trouble shooting. The time
span for routine trouble shooting jobs requiring additional anodes or mitigation of shorts have
been significantly shortened by using a combination of in-house resources and contractors. In
some situations, Peoples Gas completed the CA in as little as three months. In addition, Peoples
Gas gives priority to corrective actions at buildings of public assembly (i.e., churches, schools,
hospitals, day care centers, and old age homes). These changes have affected significantly the
CA backlog and very few jobs now carry over past 12 months. Peoples Gas still is having
problems designing and installing the corrective action for severe stray current jobs. It is
addressing many of these by changing the pipe to plastic or installing rectifiers to overcome the
stray current.

Liberty will perform more follow-up in 2010 to verify that Peoples Gas has fully implemented
this recommendation.

T Interview #141, September 14, 2009.
12 Data Request 431 (received from ICC inspector).
19 E_mails from ICC inspectors regarding February 2010 corrosion records audit at Peoples Gas.
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Liberty’s review of the outstanding corrective actions in early 2010 showed that Peoples Gas is
mostly current.'™ Peoples Gas is working several long-term corrective actions from before the
start of Liberty’s audit. Most of these jobs are stray current problems and Peoples Gas has tried
several corrective actions to resolve the issues, including recording readings, having a consultant
review the data, and segmenting the corrosion family. Peoples Gas is now evaluating if replacing
some of the family with plastic main will solve the problem (in some situations replacing mains
with plastic just move the problem to another area).

Based on the current schedule of corrective actions and the use of a contractor under the
direction of an engineer in corrosion control, Liberty concluded that Peoples Gas implemented
this recommendation. To complete its verification work, Liberty reviewed a mid-year 2010 open
corrective action report.

At the end of 2009, Peoples Gas had only 14 overdue corrosion jobs. As of June 7, 2010, this
number had increased to 25, but many of the overdue jobs were either almost done or awaiting
permits. There are several long-term jobs that Peoples Gas has worked for several years and that
may remain open at the end of 2010.

Of the 25 overdue jobs, 12 were in the South shop. Aside from one long-term job initiated in
2006, the remaining 11 jobs were overdue by an average of less than two months. The Central
shop had nine overdue jobs. Aside from two long-term jobs, the remaining seven were overdue
by an average of nearly six months. The remaining four overdue jobs were in the North shop.
Aside from one long-term job, the other three were overdue by less than one month on average.

In total as of June 7, 2010, Peoples Gas had 823 pending corrective action jobs. Thus, the 25
overdue jobs were only 3 percent of the total. The majority of the remaining work for 2010
involves installing anodes (625 jobs) and installing a test station and anodes (47 jobs), both of
which contractors are working. The remaining corrective actions are installing insulators,
clearing shorts, doing diagnostics, and trouble shooting. With contractors handling over 80
percent of the corrective actions, Peoples Gas should be able to close almost all of the open jobs.

Liberty considers this recommendation verified and closed.

19 Responses to Data Requests #431 and #502, and Interview #171.
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Recommendation

I1-19
Evaluate atmospheric corrosion inspection practices.

Background

Liberty discovered problems with Peoples Gas’ atmospheric corrosion inspections. Peoples Gas’
O&M manual required quarterly bridge and tunnel inspections. However, an inspection crew was
not familiar with inspection sites and did not have required operator qualifications to perform the
inspections.

Liberty recommended that Peoples Gas evaluate atmospheric corrosion inspection practices.
Peoples Gas must re-evaluate its atmospheric and Bridge and Tunnel inspections to ensure that it
inspects all areas properly. Air-ground interfaces are particularly prone to corrosion. In addition,
Peoples Gas should include an improved engineering standard for specifying how this interface
is to be protected from corrosion and improve the training of personnel performing atmospheric
and Bridge and Tunnel inspections so that they are aware of the critical nature of the air-soil (or
water for tunnels) interface.

Peoples Gas should retrain its personnel doing atmospheric and Bridge and Tunnel inspections.
Additionally, all atmospheric and Bridge and Tunnel inspections should be re-performed within
three months of the retraining. New engineering standards for handling the air-ground interface
should be available for future installations and for retrofitting of existing locations

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas indicated that it would revise the O&M plan section for
bridge and tunnel inspections. The revision will consist of two categories, atmospheric and
patrolling inspections. The corrosion control group will be responsible for all atmospheric
inspections on bridges and tunnels that it will perform on a three-year basis (not exceeding 39
months) in accordance with standard 192.481, and the district shop crews will perform the
patrolling inspections quarterly in accordance with standard 192.721. Technical Training &
Standards will investigate engineering standards for air-soil (or water for tunnels) interfaces
related to bridge and tunnel pipelines and improve the training of CCG personnel performing
these atmospheric inspections.

Verification Discussion and Conclusions

In September 2009, Peoples Gas discussed with Liberty the training changes and the mandating
of quarterly Bridge and Tunnel and atmospheric corrosion surveys. The new training and
procedures highlight the importance of the soil/air/water interface and direct that personnel
inspect this area carefully.'®®

Liberty found that Peoples Gas’ personnel do not completely understand this recommendation
and the problem on which Liberty formed it. Liberty will:

19 Interview #141, September 14, 2009.
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e Provide additional guidance on how an effective atmospheric corrosion program needs to be
structured

e Determine if Peoples Gas knows all of the locations (besides outside meter sets) that must be
inspected for atmospheric corrosion

e Assist Peoples Gas in understanding the differences between the 3-year atmospheric
corrosion inspection and the quarterly bridge and tunnel inspections.

Liberty provided additional guidance to the corrosion group regarding the importance of the soil-
air and soil-water (for flooded tunnels) interfaces with regard to atmospheric corrosion. Since the
start of the audit, the newly trained and dedicated corrosion technicians have taken over some of
the responsibility for all 3-year atmospheric corrosion inspections except for service lines.
Peoples Gas trained the corrosion technicians in the new procedures, which they are now using
in the inspections. Peoples Gas has also written new procedures for inspecting vaults and other
areas of atmospheric corrosion such as in bridge abutments.'*®

Liberty and the ICC Staff have been discussing expanding the scope of this recommendation
regarding dewatering and inspecting flooded tunnels when there appear to be issues with the
cathodic protection. The pipe inspection within the tunnel would be for coating and corrosion
damage. This would be in addition to the quarterly inspections by shop personnel and the 3-year
atmospheric inspection of the main in the shafts leading down to the tunnel.

Liberty and an ICC Staff inspector accompanied Peoples Gas employees either performing or
after the performance of Bridge and Tunnel inspections in several locations in all three shop
areas. The following lists these inspections:'"’

e South Shop,_This is a 6” medium-pressure main off to the east side of a bridge between the
bridge guard rail wall and large steel box containing a water main.

e This tunnel contains a 1959 30" steel high-pressure main. There is a rectifier on north side of
tunnel.

e This tunnel contains both a 1977 24" high-pressure main and 1985 16" high pressure main.
The tunnel was dewatered for each main installation.

e North Shop, This tunnel has a 48" Cast Iron low-pressure main (this is not an atmospheric
corrosion issue since the main is cast iron).

e This tunnel contains a 30" steel main.
e The 12" X-true coated pipe located under a bridge over a canal or stream.

e Central Shop, This main/service supplies gas to several facilities and is need of painting
(noted 3 years ago during a previous audit).

o A steel 24" low-pressure main has signs of rust around expansion joints and at the interface
of the building wall on the west side.

1% Response to Data Request #474.
7 Interview #181, August 16-19, 2010.

December 23, 2010 The Liberty Consulting Group Page 73



Final Verification Report Pipeline Safety Program Investigation
Peoples Gas Company

Peoples Gas believed that the quarterly bridge and tunnel inspections were sufficient to cover the
three-year atmospheric inspections. However, the results of these inspections showed that the
corrosion group should be doing in-depth inspections every three years while Gas Operations
continues the patrolling to highlight issues and problems. The three-year inspection will require
viewing the hangers on pipes close up. Doing a visual from the ground will not meet the code
requirements (but will meet the quarterly patrol requirements). Particular attention needs to be
paid to all soil-concrete-water and air interfaces because these may be the most likely to have
corrosion due to the soil moisture and water levels changing throughout the year, painting does
not work below ground, and many coatings deteriorate above ground. The time to implement and
complete corrective actions (painting, recoating, or replacement) should be one year from
discovery of the abnormal condition but at the latest must be before the next atmospheric
inspection in three years. One abnormal condition could be over three years and to date only the
service to the north building has been recently repaired.

As part of the tunnel inspections, corrosion control should consider dewatering some of the
tunnels, especially those that show a large drop in cathodic protection potentials to check for
coating condition and possible external corrosion. In the past, Peoples Gas did periodically
dewater some of the tunnels to make visual inspection of the coating and the other appurtenances
in the tunnels (such as ladders underwater, and pipe hangers). Peoples Gas should also consider
using a waterproof reference cell (silver chloride) to test for the potentials at the water interface
in the flooded tunnels.

Peoples Gas has partially implemented this recommendation, but Liberty cannot verify full
implementation. Liberty suggests that the ICC Staff continue to monitor how effective the
atmospheric corrosion program becomes once the corrosion group takes full ownership and
responsibility for it (with the exception of atmospheric corrosion to meter sets and service risers).
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Recommendation

11-20
Test casings to ensure electrical isolation from the carrier pipe.

Background

It was not clear to Liberty that Peoples Gas completely tests for electrical isolation of casings.
Peoples Gas did not perform tests to specifically determine if casings are electrically isolated
from the carrier pipe per §192.467. It used annual pipe test data to determine if there is a shorted
condition. This is a common practice and typically, a down reading on the carrier pipe indicates
an electrical contact between the carrier pipe and the casing. Although the code is not clear that
special electrical isolation tests must be performed, the low level of accuracy of annual corrosion
testing at Peoples Gas raises the concern that there may shorted casings that, if not addressed,
could lead to future leaks and failures. Peoples Gas did not believe it has any shorted casings,
although Liberty did not see any basis for that belief.

Liberty recommended that Peoples Gas test casings to ensure electrical isolation from the carrier
pipe. Peoples Gas should ensure that all of its casings are electrically isolated from the carrier
pipe. Peoples Gas should give the responsibility to corrosion technicians to test all of the casings
in Peoples Gas system to ensure that they are electrically isolated from the carrier pipe as
required by the code.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas indicated that it would assign a casing project to an
engineer to test and ensure isolation of carrier pipe from casing pipe. The project will consist of
steps of ensuring the identification of all casings within the transmission and distribution
systems, identification of all test points on the casings and carrier piping, using a risk-based
approach to prioritize workload and coordinating remedial actions. This will be an ongoing
project to start in January 2009 and have a five-year life cycle until 2014. There are many
unknowns associated with this project pertaining to the identification of test stations, casing
shorts and corrective actions. In addition, the costs associated with the project are difficult to
budget because of these unknowns.

Verification Discussion and Conclusions

Peoples Gas said that in June 2009 it hired an individual to start and take charge of locating,
assessing the needs of test leads, and testing of casings.'® This was later than the implementation
plan target date of March 31, 2009. To date the company believes it has located about 70 percent
of the casings, is not sure which still exist and which have test leads, and has only tested seven or
eight. At least two of these were shorted, and thus not isolated.

Liberty will:
e Continue to follow-up to determine if Peoples Gas is testing and remediating casing properly

1% Interview #141, September 14, 2009.
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e Attempt to determine if Peoples Gas has located all of the casings in order to install test leads
and perform the required testing.

Liberty recommended and Peoples Gas has started to implement a program to locate and test all
casings for electrical isolation between the carrier pipe and the casing as required under both ICC
and US DOT regulations. As of May 2010, Peoples Gas believes it has identified all of the
casings on their distribution and transmission systems. It identified 110 casings that have
electrical connections to both the carrier pipe and casing, and have tested them. Peoples Gas has
written a new procedure to determine electrical isolation using the AGA approved Panhandle
Eastern B method. Of these initial 110 casings (which are about '% of all casings), it found 4 that
appear not to be electrically isolated. An engineer assigned to the project is providing guidance
so that electrical connections can be made on the remaining identified casings to run the
electrical isolation test.'”’

Liberty provided Peoples Gas with additional resources that have guidance on other testing
methods for electrical isolation that do not need connections to the carrier pipe and casing, and
thus could be tested without having to excavate each casing and main. Such testing methods use
new technology (and will be discussed in the best practices recommendation, I1-25). Peoples Gas
expects to test and identify all of the remaining casings before the end of the year and start
remediation and mitigation efforts on casing that are not electrically isolated. Peoples Gas has
indicated that they will be performing the necessary remediation on a risk-based priority taking
consequences of a leak or a rupture into account. Liberty has provided Peoples Gas with some
insights on how other utilities have eliminated electrical paths between the casing and the carrier

pipe.

In August 2010, Liberty and an ICC Staff inspector accompanied several Peoples Gas employees
while they demonstrated how they test casings.''” Where applicable, Peoples Gas tested casings
using not only the Panhandle Eastern B method but also with DCVG and ACVG methods using
an A-Frame. Testing showed that in most situations each of the three tests could provide
equivalent information. Listed below are the tested, cased crossings.

e This is a 42" steel transmission line, retested using A-Frame and DCVG and found small
holiday on the west side possibly just outside of the casing.

e The casings are under double railroad tracks, three mains on same rectifier, one 42" and two
24", Testing was limited to the one of the 24" mains, which was in the middle and bonded to
the casing. All three tests, Panhandle B, ACVG and DCVG, showed the casing and carrier
pipe shorted (as they should).

e This is a casing under a single railroad track, a 42" steel transmission line. ACVG and
DCVG testing performed.

e There are two casings under railroad tracks that are under an elevated roadway. One of the
casings was full of water.

19 Response to Data Request #498.
"0 Interview #181, August 16-19, 2010.
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e (asing test station was installed in roadway using the keyhole technique. There was low
resistance between the casing and carrier pipe test leads (After the audit Peoples Gas
determined that the casing and carrier pipe were in contact).

Following the testing, Liberty reviewed issues with Peoples Gas and reminded that it should
increase the rate of testing of casings to comply with 49 CFR §192.467. Peoples Gas has no prior
records showing any electrical isolation testing. Peoples Gas indicated that its rate of testing
slowed because it thought it needed to have test stations for the casing and carrier pipe adjacent
to the casing location. Using DCVG or ACVG methods, Peoples Gas does not need to have
casing test points, only remote test points for carrier. Peoples Gas should expedite the testing of
the remaining casings and carrier pipes by quickly installing test stations or by using the other
test methods.

Peoples Gas should not wait until it tests all of the casings to start a remediation/repair program
to eliminate the casings that are not electrically isolated. Peoples Gas should start the
remediation/repair program immediately and correct the shorted casing it knows about. If there is
too much work, Peoples Gas should do repairs on the highest risk casings, those with greatest
diameter and pressure.

Because Peoples Gas has not tested all casings or performed remediation of shorted casings,
Liberty cannot complete its verification work on this. Peoples Gas has made progress by
identifying all (or most) of the cased crossings, but has not moved past testing and remediation.
Liberty suggests that the ICC Staff monitor to see that Peoples Gas completes the testing in an
expedited manner and starts a remediation program for the casings found shorted. Lastly,
Peoples Gas must be aware that it may not have identified some casings. In locations where a gas
main crosses a railroad or a major highway, engineering should verify that there is no installed
casing.
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Recommendation

I1-21
Improve organizational communications.

Background

Liberty concluded that corrosion control personnel did not interchange information with other
areas of the company. An example was that corrosion control and leak management do not share
information, so corrosion control has no knowledge of where leaks are occurring and leak
management does not know where there are corrosion issues.

Liberty recommended that Peoples Gas improve organizational communications. The corrosion
control group within Peoples Gas needs to be integrated within the Peoples Gas organization so
that information flows freely and decisions are made with all of the facts with regard to corrosion
(e.g., leaks, main and service replacements, pipe storage).

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that in 2007, the Corrosion Control Group (CCQ)
was restructured to become part of operations. The CCG Senior Engineer is in constant
communication with the operational managers and district shop supervisors to identify and
resolve corrosion related issues where information pertaining to leaks, main replacements, and
service replacements can be discussed. The CCG generates a weekly report that specifies the
corrosion related corrective actions that are pending within the district shops. Shop Managers
review leak ticket information and communicate any corrosion leak related information to CCG.

Peoples Gas said that it would copy the weekly report to Liberty for the first quarter review by
December 31, 2008. In addition, by February 28, 2009, shop management will review leak ticket
and work ticket information for corrosion related issues on cathodically protected steel.

Verification Discussion and Conclusions

In September 2009, Peoples Gas said that based on the periodic spreadsheet transmissions and
meetings with shops personnel, communications between corrosion control and rest of gas
operations is good and not in need of improvement.''' Peoples Gas said that there are additional
interactions on almost a daily basis between various members of corrosion control and
operations on an as needed basis.

Liberty asked about the last pipe coating condition report that corrosion control supervision had
reviewed, but they do not see them and were not sure where they were. Liberty also asked about
how corrosion control is involved in cast iron graphitization. Corrosion control supervision said
that it is handled by the training center and they are not involved at all. These matters show
continued weakness is communications.

" nterview #141, September 14, 2009.
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Peoples Gas did not perform the actions in its implementation plan. Liberty believes that
communication between the operations area and the corrosion control group still needs
strengthening and become more formalized.

Liberty will:

e Continue to follow up to determine if Peoples the corrosion group is actively interacting with
the operations area and that knowledge and data are being exchanged on the condition of
mains and services

e Determine if Peoples Gas has formalized the commutations between the groups

Since the beginning of Liberty’s audit, the Corrosion Control group has significantly increased
the interaction with shop personnel. The corrosion engineer logs and monitors the progress on
corrosion jobs that require any corrective action. Peoples Gas assigned an engineer from
corrosion to work with the contractors installing anodes for corrective actions. More recently,
with the full incorporation of the corrosion group into Gas Operations, the communications has
become more two way, i.e. shop personnel inform corrosion control of coating and corrosion
issues tllllezy find during their normal duties such as adding services, doing tie-ins and making leak
repairs.

The two-way communication is what Liberty believed was missing and it is now taking place
regardless of which individuals are in various shop locations. Based on this improvement,
Liberty considers this recommendation verified and closed.

"2 Interview #171, May 4, 2010.
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Recommendation

11-22
Improve corrosion control training.

Background

Liberty concluded that training given to those taking corrosion readings and their supervisors did
not effectively transfer to the field. Liberty observed training and found it to be thorough and
well presented. However, the field observations showed that mistakes were made on matters
specifically covered by the training.

Liberty recommended that Peoples Gas improve corrosion control training. Peoples Gas’ training
did not transfer to actions in the field. Peoples Gas needs to make changes to the content,
delivery, frequency, or methods of training to overcome this fault. Peoples Gas should monitor
field activities to feed back to training for improvements. Continual training of corrosion control
personnel needs to be undertaken. A method to determine the effectiveness of the training is
through the performance of trailing audits on corrosion readings conducted within 4 weeks of the
original reading. Significant differences between the two sets of readings could reflect on the
effectiveness of training.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that this recommendation is partially addressed with
the transfer of the pipe-to-soil workload to the Corrosion Control Technician classification. In
addition, during the time period parallel with the Liberty Consulting audit the Operator
Qualification requirements for pipe-to-soil readings was enhanced to include the learning of
theory in the classroom, a practical evaluation, and five-day field training/evaluation
(classroom/practical re-qualification is required annually). Corrosion Control Technicians will
also be required to attend various NACE courses and receive their NACE CP1 Certification.

To address the second point in this recommendation, the Compliance Monitoring Group (CMG)
has been performing trailing audits since 2006 on 15 percent of all pipe-to-soil readings. Audit
results are analyzed by the CMG, CCG, and TTS to determine problem areas and adjust training
accordingly to ensure employees are proficient in corrosion related activities.

Verification Discussion and Conclusions

Peoples Gas said that in 2007, the training center re-wrote the corrosion-control training program
for apprentices to include a full day of training, which included a practical test and then 5 days of
teamed with a certified individual or a trainer.'” Since the audit recommendations were
submitted, Peoples Gas instituted the use of trained technicians to do corrosion control readings
and diagnostics and has implemented the OQ training and NACE CP1 training. At the time of
the training, all hired management and technical staff were required to take the NACE course.
All but two technicians passed the course. Peoples plans to give the course again in 2010 to
cover the new hires and the two technicians who failed. Because of budget issues, Peoples Gas

3 Interview #141, September 14, 2009.
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will not give NACE CP2 until 2011 at the earliest, if at all. Peoples Gas also sends its corrosion
control staff to the Purdue Corrosion Short Course every February.

As mentioned under Recommendation II-16, Peoples Gas hired and is training all of its
technicians who take corrosion control readings. Training courses provide valuable tips on
trouble shooting and using the latest and best equipment. By routinely attending these courses,
the technicians will be able to develop contacts with other industry professionals who may
occasionally be called on to give advice on some troublesome problem. They will also be able to
interact with some the noted experts in the field and discuss stray currents or other difficult
problems.

Peoples Gas is also proposing to continue to offer (and require passing) of the next NACE
course, NACE CP II, which is an intermediate course needed to progress to becoming a NACE
certified technologist.

The technicians do not have technical support from an engineer in the office. The main area that
the technicians were having problems with was stray current issues, which are difficult even for
the most trained and fully qualified professionals. Many professionals must use a variety of
methods and or techniques to overcome stray current problems, similar to the ones Peoples Gas
employs (e.g., replace with plastic, add a rectifier, add a bond, or add linear anodes to protect the
pipe from strays coming off the pipe).

Peoples Gas met the commitments in its implementation plan. Liberty considers this
recommendation implemented and verified provided training from NACE and other outside
providers continues.
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Recommendation

11-23
Improve corrosion control record keeping.

Background

Liberty found that Peoples Gas’ corrosion control record keeping was inadequate and deficient.
The systems used to keep corrosion records were not user friendly and were not all up to date. It
is impossible or at least very difficult to investigate or research an issue using the current method
of record keeping.

Liberty recommended that Peoples Gas improve corrosion control record keeping. The Peoples
Gas corrosion control program must be given tools with which it can perform its function. These
tools include computer programs to track and measure performance, equipment to perform its
duties, and training to improve the caliber and knowledge base of its members. The records that
Peoples Gas uses for corrosion control are disjointed and not functional with regard to
determining what corrective actions have been performed, and where they are performed and
need to be improved. The record keeping quality of the corrosion control was significantly below
what is expected of an urban utility with over 500,000 customers.

Peoples Gas needs to investigate whether a new dedicated corrosion-control database computer
system can be installed to track, record, and notify corrosion control personnel when readings are
overdue, when segments are near falling below code-mandated readings, and to track corrective
actions. Such a new system must have the history of each segment loaded so that there is historic
data that can be used to track current conditions.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that a new record keeping system titled the Work
Asset Management (WAM) system is currently being developed and will go live in 2009
replacing legacy systems. The Corrosion Control Group (CCG) will work with the WAM team
to design a system to rectify challenges faced by users of the current IT systems involving
corrosion related record keeping. The WAM system will maintain all corrosion related data for
the pipelines, store the data for the pipeline, allow scheduling corrective action work, track the
corrective action work performed and alert to compliance deadlines.

Verification Discussion and Conclusions

Peoples Gas has not met its implementation plan because of the slow down in implementing the
WAMS project.'"* Peoples Gas now has a schedule for the start of implementation in 2010.

Liberty believes that the current method of storing data is unacceptable. Liberty will:
e Determine if the proposed WAM system is going to be implemented

e Determine if the records stored on WAMS are sufficient and that all of the available records
were migrated into the new system.

" Interview #141, September 14, 2009.
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In August 2010, Liberty found that the new record keeping system, WAMS, went live in
corrosion at the end of the first quarter of 2010. This system contains all of the records
previously held on the old mainframe, Navigate, and FIRS. WAMS retains corrosion records for
the life of the pipe, which is a requirement for some mains per ICC and US DOT regulations. A
software problem is that whenever Peoples Gas completes a corrective action, the database
automatically calculates a new test date from the completion data, not the date Peoples Gas took
the down reading. Peoples Gas expects to correct this problem in the very near future, and until
then keeps separate records to track periodic testing requirements. Peoples Gas will use the
Navigate system only for its map interface, keeping all official records on WAMS.'"

Based on being able query corrosion records on one system for multiple years (typically 10
years), Liberty considers this recommendation verified and closed.

There remain, however, some problems with the implementation of WAMS for corrosion.
WAMS contains some duplicate records because it received data from both Navigate and the
mainframe. Another issue is the scheduling of retesting after corrective actions, as mentioned
above. There is also a problem if technicians miss one test station in a corrosion family, WAMS
will not update the test dates until each test station is completed and has a good reading. This
also requires offline follow-up. Another issue is that some insulators show on one job but not the
other, so the corrosion group needs to ensure it does miss any. Lastly, WAMS places corrosion
family testing in test station order, which may not be geographic order. This could waste time by
passing a test station between two others. Peoples Gas should put a high priority on fixing these
issues.

'3 Response to Data Request #500, and Interview #171.
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Recommendation

11-24
Improve pipe storage practices.

Background

Liberty found that Peoples Gas did not comply with its own requirements for the storage of
coated pipe. The Peoples Gas O & M Manual specifies that all fusion bonded epoxy coated pipe
will be either used within two years of receipt or removed from direct sunlight to protect the
coating.

Liberty recommended that Peoples Gas improve pipe storage practices. Peoples Gas should
remove and scrap or recoat all of the FBE coated pipe in the pipe yard that is older than two
years. If it cannot be determined what date the pipe was received, then that pipe must also be
recoated or scrapped. Peoples Gas should start logging in all FBE coated pipe and placing it
under a tarp or paint it with white latex paint prior to being stored in sunlight.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that about $300,000 worth of pipe is in stock, and is
greater than 2 years old. Most of this pipe is needed, and should not be scrapped. Replacing this
pipe would cost about $400,000. A solution for protecting coated pipe in the future and inventory
tracking will be developed.

Peoples Gas made the following time commitments:
e (Cover all Steel Coated Pipe — 10/31/08

e Recoat all pipe greater than 2 years old — 4/30/09
e Develop plan to protect coated pipe — 12/31/08
e Implement coated pipe protection plan — 6/30/09

Verification Discussion and Conclusions

In September 2009, Peoples Gas said that it rented a warehouse to store pipe ordered for the
Division Street facility.''® During a subsequent inspection of the North Shop, it was found that
coated pipe without a coating date (the date wore off due to weathering, i.e. outside storage) was
on hand for use.

Liberty found that Peoples Gas did not meet its commitments. Liberty will:

e If pipe stored in each of the operating shop areas meets the storage requirements per the
O&M Requirements.

e Determine if coated steel pipe is stored at any other Peoples Gas location.

e Attempt to determine if Peoples Gas removed the substandard pipe in the main storeroom
from the system and not used.

"¢ Interview #141, September 14, 2009.
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Liberty has interviewed and obtained documentation showing that Peoples Gas has implemented
a program to store all FBE coated pipe either inside or under tarps so that it may be used for
more than two years.'"” Peoples Gas indicated that all the old pipe that was stored outside
without protection was scrapped either by selling for scrap or sent for recoating. Peoples Gas has
rented an off site warehouse to store FBE coated pipe and has instituted other process changes to
eliminate pipe being stored outside. Below is the new process that covers both the main
storeroom at Division Street and all district/shop locations.

e Coated Steel Pipe inventory has been centralized at the warehouse on Elston Ave.

e Coated pipe stored outside at the Elston Warehouse is covered with tarps.

e All coated steel pipe in stored outdoors and uncovered for an undocumented period, or in
excess of 2 years, has been scrapped or disposed.

e New pipe was purchased to replace coated steel pipe stored outdoors and uncovered for an
undocumented period, or in excess of 2 years.

e Emergency Stock Coated Steel Pipe that remains at the shops has been moved indoors, or is
covered with tarps.

e The Warehouse Supervisor performs monthly audits of coated steel pipe inventory at all
storage locations, including district shop locations, to confirm that pipe is covered. This
person will also monitor pipe that may have been staged for a project, or returned from a
project.

In June 2010, Liberty audited the pipe storage at Division Street and the three shop locations. In
each of the three shops, the welding shop has responsibility for storing and handling any of the
emergency-coated steel pipe stock. In each of the three welding shops, the coated steel pipe was
stored on racks inside and the coating date was visible. (In the Central Shop a stick of small
diameter pipe had some chalking on one side, which is evidence of outside storage, but the April
2008 coating date was visible on the other side and this pipe was moved inside prior to being
stored outside for 2 years). At the North welding shop, a rack was fabricated that not only stores
the pipe but also protects it from damage by having either rubber or plastic on the supports to
prevent coating dings.

A considerable amount of coated steel is still stored at the main stores Warehouse at Division
Street. White plastic over-wrapped the pipe to protect the coating, except for a recent shipment
with a May 2010 coating date. The only unwrapped coated steel was some fittings that will have
to be field wrapped.

Based on Peoples Gas’ program, the June 2010 inspection, and the new focus on properly storing
coated steel, Liberty considers this recommendation verified and closed.

""" Response to Data Request #475.
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Recommendation

11-25
Demonstrate implementation of best practices.

Background

Liberty found that Peoples Gas had not implemented industry best practices with respect to
corrosion control. Liberty recommended that Peoples Gas provide demonstrable evidence to the
ICC that it has implemented AGA best practices with regard to corrosion control or provide
convincing argument of why it should not implement certain of these practices.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that the Special Projects Field Service Manager of
the Corrosion Control Group (CCG) is an active member of the AGA Corrosion Control
Committee. An AGA best practices document does not exist, but there is documentation on the
corrosion control related practices of AGA member utilities in a round table format. A gap
analysis document of these practices as compared to Peoples Gas’ corrosion control practices
will be created by Huron Consulting and AGA member corrosion-control practices will be
evaluated by corrosion control staff for implementation. The CCG will create documentation as
to the rational of practice implementation or rational for not implementing. The documentation,
without AGA member utility information (names), will be presented to the ICC.

e Huron Consulting and PGL evaluation of corrosion control practices of AGA members —
11/30/08

e Assess Huron Consulting AGA corrosion-control practice gap-analysis report and determine
the practices to implement. In addition, supply supporting rational for practices that are not
implemented — 2/28/09

e Provide Implementation plan of agreed upon best practices and produce documentation to
ICC —-3/31/09.

Verification Discussion and Conclusions
Liberty will:
¢ Determine where the required documentation on the implementation of best practices resides

e Determine what steps, if any, Peoples Gas took to find better methods of doing things and if
they implemented them.

Peoples Gas demonstrated that it has or is going to implement many of the best practices that
other gas distribution companies currently use.''® These practices include using a well-trained
and dedicated work force to perform routine corrosion control duties, such as taking periodic
readings, performing diagnostic testing on mains and services that do not meet minimum code
requirements, and being aware of issues and potential problems relating to cathodic protection.
The one area that Peoples Gas has not implemented is in introducing new technology to assist the
corrosion technicians in performing their day-to-day and special testing duties. Peoples Gas will

18 Response to Data Request #476, a comparison of Peoples Gas and Best Practices by Huron Consulting.
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be looking at this deficiency during the next AGA Corrosion Control Committee meeting in May
2010 and is sending several technicians to short course that will provide some insights into new

technologies and how they can be used (Appalachian Corrosion Short Course at Morgantown,
WV).

In August 2010,'"” Liberty learned that Peoples Gas sent several employees to the 2010
Appalachian Corrosion Short Course and started to experiment with using new or different
equipment to aid in testing and diagnostics. Liberty observed this during a field audit on casings,
during which Peoples Gas used three methods of checking for shorts. The adoption of new
technology, test equipment, and methods has started and Liberty considers this recommendation
verified and closed. However, this is a new and ongoing project at Peoples Gas and Liberty
suggests that the ICC Staff periodically check to make sure that Peoples Gas continues to try new
methods and equipment that could be a best practice.

"9 Interview #181, August 16-19, 2010.
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Recommendation

III-1

Determine the resources necessary to ensure all annual valve inspections are accomplished within
scheduled timeframes.

Background

Peoples’ Gas Operations Section (GOS) personnel conduct over 4,000 annual valve inspections
(located on main lines or on feeder lines) for field identification, accessibility, and operability.
Distribution field crews perform the remaining 6,000 valve inspections. GOS also annually
inspects 113 Security Valves (slam shut), conducting a maintenance diagnostic test, 39 remote-
operated valves (ROVs), and 13 Meter Runs.'?’

To accomplish this work in 1999, GOS had 34 employees (Manager, General Supervisor,
Engineer, Technician, 6 Supervisors and 24 union personnel). By 2007, due in part to work rule
changes, Peoples Gas reduced the GOS workforce to 22 employees (6 management and 16 union
personnel). Peoples Gas reported that overdue valve inspections numbered 13, 38, and 8 for the
years 2005 through 2007, respectively.'*!

Liberty concluded that the GOS did not appear to have adequate resources to ensure it meets its
annual inspection schedules. Liberty also concluded that Peoples Gas needed to determine its
workforce needs based on work activities, both for GOS valve inspections, and for valve
inspections performed by distribution operations field forces.

Liberty recommended that Peoples Gas should complete the assessment of workforce needs and
make the appropriate adjustments to its field forces.

Peoples Gas’ Implementation Plan

Peoples Gas stated that it believes this is not a resource issue. It claims the overdue valve
inspection information provided in the data request included valves that were completed on the
same day the inspection was due. Peoples Gas indicated only 6 overdue valve inspections
occurred in 2006 and 1 in 2007, compared to the 38 and 7 it reported. Since 2007, the company
has been closely monitoring all inspections and has been reporting all overdue inspections to the
ICC on a monthly basis. In addition, Peoples Gas created Centralized Planning, to schedule,
route, and monitor inspections. Centralized Planning’s focus will be to ensure Peoples Gas
completes all inspections on time.

During Liberty’s discussions with Centralized Planning, Peoples Gas indicated that during 2008
it scheduled valve inspections for the North and Central Districts.'** During 2009, it also plans to

schedule valve inspections for the South District.

To address Liberty’s recommendation, Peoples Gas planned specific action items as follows.

120 Interviews Gas Operations Section, August 15, 2007, and November 15, 2007. Meter Runs are located at Gate
Stations and at special meter locations of large volume customers.

121 Response to Data Request #197.

122 Interview #107, January 20, 2009.
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e Centralized Planning Group to Monitor Inspections by October 1, 2008.

e Centralized Planning Group to Schedule and Route Inspections for North and Central Shop
by October 1, 2008.

e Peoples Gas will create a monthly and YTD valve inspection report by February 28, 2009.

e C(Centralized Planning Group to Schedule and Route all Inspections for the Company by
spring 2010 (March 1, 2010 - WAMS).

Verification Discussion and Conclusions

Liberty determined that Peoples Gas had assigned two engineers in its Centralized Planning
Section to work with the North and Central Districts during 2008 to schedule valve
inspections.'” The engineers explained their scheduling process, valve inspection tracking, and
how they contact field personnel to ensure the Districts completed its valve inspections on
schedule. They schedule inspections by square mile grid and identify them on Peoples Gas
Navigate system. Peoples Gas provided a spreadsheet containing the number and location of
valves it scheduled for inspection, as well as their inspection dates for the last 6 months of
2008."** 1t scheduled and completed 5,095 valve inspections in the last six months of 2008.

Liberty will continue to monitor Peoples Gas’ implementation of its valve inspection reports, its
planned implementation of valve inspection scheduling for the South District (in addition to the
North and Central Districts) during 2009, and inspections performed by GOS of its network
valves.

During the third quarter, Liberty met with Peoples Gas’ Centralized Planning Section'” and
evaluated the group’s work in scheduling and tracking valve inspections and in ensuring Peoples
Gas’ crews perform valve inspections on time. Peoples Gas schedules its valve inspections by
the square mile in which the valve exists. At the beginning of the year, valve inspections are
identified by the month the inspections are due and are provided to crews/employees 30 days in
advance of the inspection due date. They print a weekly report of valve inspections due within 30
days including those valves previously scheduled and still not inspected. These are reviewed by
Centralized Planning Section personnel weekly to identify those due within two weeks and
discussed with crews scheduled to perform the inspections to ensure due dates are met. Liberty
did not note any inspection violations. The process appears adequate to ensure inspections due
dates are in compliance. Liberty considers this recommendation verified and closed.

12 Interview #107, January 20, 2009.
124 Response to Data Request #315
125 Interview #132, August 5, 2009.
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Recommendation

III-2
Develop a means to track and report histories of valve inspections to identify valves that cause
continual problems, and to focus the inspections and maintenance on those problems.

Background

Navigant Consulting reported that Peoples Gas had not completed its 2005 valve inspection
record audit. The Navigant report also indicated that Peoples Gas needed to create a valve-
inspection history report to track valves that cause continual problems so that GOS might focus
its inspections and maintenance. Peoples Gas has not yet implemented a system to track valve
inspection and maintenance histories.

Liberty recommended that Peoples Gas develop a means to track and report histories of valve
inspections to identify valves that cause continual problems, and to focus the inspections and
maintenance on those problems.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that with the implementation of WAM, the system
would capture a complete history of maintenance on valves with reporting capabilities to satisfy
this recommendation.

Verification Discussion and Conclusions

During the sixth quarter, Liberty evaluated the Peoples Gas’ progress in developing a means to
track and react to valve inspection histories. Peoples Gas reported that when its Work and Asset
Management (WAM) system was implemented, it would contain this capability.'*® WAM Phase
1 and 2 Go Live took place during the week of March 25, 2010, for scheduling, maintenance,
and construction. All WAM applications other than the Mobile applications are now ongoing.
This includes:
e (Capturing a complete history of maintenance on valves
e Reporting capabilities has had some defects'?’, reporting on valves is still pending
e Focusing inspections and maintenance on those valves with continual problems is now
the responsibility of the Business Performance and Metrics group. They will be
periodically reviewing valve maintenance histories and focusing inspections and
maintenance actions on valves with recurring problems.
Liberty determined that not all WAM capabilities with valves are fully functional; Liberty will
revisit this recommendation, time permitting, in the remaining audit implementation period.

During the seventh quarter, Liberty continued its evaluation of Peoples Gas’ progress in
developing a means to track and react to valve inspection histories.'”® Peoples Gas has over
2,000 N valves or network valves for which its vault and district regulator section personnel
(GOS) are responsible. Concerning capturing histories of network valve inspections for reporting

126 Response to Data Request #488.
127 Response to Data Request #492.
128 Interview #183, August 23, 2010.
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purposes, Peoples Gas still needs to develop new WAM formats. WAM has captured inspection
schedules, locations of valves, type of valve, number of turns to close each valve, the position of
the valve as left following an inspection (closed or open), maintenance (the nine steps in the
valve inspection procedure), and tracking whether it performed a timely inspection. WAM
produces a summary report by cause based on the inspection results. It will capture inspection
history as it documents new inspection results over time. It does not document inspection history,
other than to note the need for valve replacement and whether a valve was inoperable. This issue
appears to be less of a priority compared with other implementation issues, such as data quality
and data fields for output performance reports. Peoples Gas may accomplish the development of
formats for tracking valve histories after the end of 2010. Peoples Gas has made progress on this
item, but still needs to develop formats for reporting valves histories, and for identifying valves
with continual maintenance needs. During the eighth quarter, Liberty will review Peoples Gas
progress in developing these report formats as well as the actions of the Business Performance
and Metrics group charged with periodically reviewing valve maintenance histories of those
valves with recurring problems.

During the eighth quarter, Liberty reviewed Peoples Gas’ progress on this issue. Peoples Gas
reported that WAM report formats are final and reports are currently in production.'*® Peoples
Gas stated that it can generate reports on a recurring basis and as needed to facilitate analysis.
Shop management and the Gas Operations group review the reports. The Business Performance
and Metrics organization is not yet established, but many of the functions of that organization are
currently being performed at the district shops and by Special Projects Administration.

Liberty reviewed a sampling of reports that can review actions by period, district, maintenance
cause, and by valve requiring maintenance actions. The reports reviewed showed trends and data
as follows:

e Required maintenance causal activities by month,
e Completed actions by causes by period,

e Pending valve maintenance by cause

e Maintenance by valve location (address).

Peoples Gas is meeting the intent of this recommendation, which Liberty considers closed.

129 Response to Data Request #529.
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Recommendation
I1I-3
Resolve interface problems with the chartless recorders.

To take full advantage of chartless technology and to ensure there are no operating problems at
its pressure regulation stations, Peoples Gas needs to identify and resolve the interface issues.

Background

Peoples Gas uses chartless electronic data recorders (CDRs) installed inside vaults to compile
input pressure, output pressure, case temperature, and battery voltage. The CDRs replaced the
older pressure recording charts.'*

Prior to 2007, Peoples Gas converted its pressure-recording charts in regulator vaults to chartless
electronic data recorders. This streamlined pressure verification activities. However, Liberty’s
inspection during 2007 identified problems (downloading data from the chartless recorders) with
the computer hardware and software interface."*' A follow-up inspection determined that Peoples
Gas was still experiencing problems associated with data from the recorders being unable to plot
in output report formats

Liberty concluded that Peoples Gas needed to identify and resolve the interface issues.

Peoples Gas’ Implementation Plan

Peoples Gas indicated that it installed software revisions in computers and portable data
collectors (PDCs) in May 2007, and that this resolved incompatibilities between PDCs and its
computers. Peoples’ Gas Operations Section (GOS) was available to demonstrate that previous
interface issues have been resolved.

Verification Discussion and Conclusions

Liberty met with Peoples Gas and GOS demonstrated its data interface on its computer.'”
Liberty selected four district regulator stations and GOS brought up inspection data for those
stations. GOS demonstrated that its chartless data, recorded for each station, matched the data
documented by the GOS crew performing a regulator inspection. Liberty will continue to
evaluate some additional regulator stations later in the year to verify no additional PDC and
computer interface problems exist.

During the third quarter of 2009, Liberty met with Peoples Gas’ Gas Operations Section
(GOS)'* to verify that no additional problems exist on the interface between portable data
collectors and GOS regulator-station computer data files. Liberty selected four district regulator
stations and GOS brought up inspection data for those stations. GOS was able to demonstrate
that its current chartless data, recorded for each station, matched the data documented by the
GOS crew performing a regulator inspection. Peoples Gas captured data on one station, vault 84,

130 Response to Data Request #118, and Inspection conducted November 15, 2007.
131 Inspections Gas Operations Section November 15, 2007, and May 14, 2008.

132 Interview, January 22, 2009.

13 Interview #132, August 5, 2009.
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after October 2008. Other station vaults had captured data prior to October 2008. Peoples Gas
has now corrected this issue, and is capturing data as intended. Liberty considers this
recommendation verified and closed.
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Recommendation

111-4

Analyze the gas system to determine sampling sites that will ensure proper concentrations of
odorant reaches all parts of the system.

Background

Liberty found that Peoples Gas’ program of odorant monitoring did not focus sufficient attention
to testing at the extremities of the system. Peoples Gas’ odorant monitoring program was limited
to four points at which it tests weekly to confirm proper concentrations of odorant, using
calibrated odorometers in the middle of the system and no testing at the extremities.
Additionally, every two weeks Peoples’ employees performed sniff tests by checking for gas
odor over 21 designated areas. This was not sufficient to test the extremities of its system.

It is common industry practice to perform odorant tests at the extremities of the system to
confirm the gas contains odorant. The guide material presented in the Gas Piping Technology
Committees (GPTC) Guide for Gas Transmission and Distribution Piping Systems recommends
that: “sampling sites should be selected to ensure that all [emphasis added] gas within the piping
system contains the required odorant concentration.”

Liberty recommended that Peoples Gas analyze the gas system to determine sampling sites that
will ensure proper concentrations of odorant reaches all parts of the system. Peoples Gas needs to
review the locations it tests to verify its odorant levels are adequate. The locations sampled need
to include adequate representation at the extremities of the system to ensure odorant levels
throughout the system are at code required levels.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said it would perform an evaluation of the system and
select sites from the medium-pressure and low-pressure systems that represent the extremities of
the system. Peoples Gas will do this through analysis of the furthest points from the gate stations
in which there is a zero flow condition. In these areas, Peoples Gas will select odorometer test
sites and perform testing on a weekly basis. Peoples Gas will discontinue the practice of bi-
weekly inspections through olfactory testing.

Verification Discussion and Conclusions

Peoples Gas described the method it used to select sampling sites.** It included a software tool
that traces gas supply to show all the points where the gas from one source interfaces with other
supply points. The points were the two sources come together would be a zero flow point as well
as the farthest point between the sources. This study resulted in the selection of eleven sampling
sites for regular monitoring. In addition, Peoples Gas selected an additional nine sites based on
system boundaries. Peoples Gas indicated that these 20 sites provide broad coverage of the
extremities of the system and ensure the proper level of odorant is reaching the customers.

13 Response to Data Request #390.
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Liberty verified that Peoples Gas applied the Stoner modeling analysis software tool, identified
three feeds to the northern part of its distribution system, three feeds into the central portion of its
system and two feeds from its southern part of its system.'*> The process located Peoples Gas’
zero flow boundaries. Peoples then identified points along these boundary bands and extremities
around its distribution area at 4-mile intervals, geographically bounded by its sources of gas
supply, resulting in 20 locations for odorant sampling and testing. Six points are in the Central
District, seven points in the South district, and seven points within the North District. Peoples
Gas stated it has installed a fitting at customer piping locations at which it uses the odorater to
take and odorant reading.

Peoples Gas stated that it evaluated the locations for odorant monitoring every five years based
on its previous 45-year pipe replacement program. Now that it will replace its cast and ductile
iron pipe within 20 years, Peoples Gas stated that this needs to be reviewed and plans to place
this odorant review within an Engineering Procedure or include it as part of the 20-year
replacement program Engineering Procedure.

Liberty found that qualified Field Service personnel are performing on a weekly basis the testing
at the odorometer test sites engineering determined were necessary."*® Liberty considers this
recommendation verified and closed.

13 Interview #170, May 6, 2010.
13¢ Response to Data Request #489, and Interview #168 May 5, 2010.
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Recommendation

III-5

Develop a schedule and verify that personnel who perform “sniff” tests possess normal olfactory
senses.

Background

Liberty found that Peoples Gas did not test the olfactory senses of sniff testers. Peoples Gas
employees perform sniff tests but are not tested themselves to ensure that their senses are
working properly. Several factors can interfere with an individual’s sense of smell. Examples of
these include smoking, foods, chewing tobacco, gum, head cold, or other health-related
conditions. Peoples Gas needs to ensure it periodically checks personnel who perform “snift”
tests to verify that they possess normal olfactory senses.

Liberty recommended that Peoples Gas develop a schedule and verify that personnel who
perform “sniff” tests possess normal olfactory senses. Peoples Gas’ odorant monitoring program
includes regular performance of sniff tests. Peoples Gas needs to implement a program to verify
periodically that those employees performing the sniff tests are qualified to do so.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that it intends to expand significantly the more
rigorous sampling of odorant concentrations using odorometer instruments as described in
response to recommendation III-4. Peoples Gas has contracted with Huron Consulting to
determine industry best practices for qualifying individuals to conduct odorometer tests that will
include testing for normal olfactory senses.

Verification Discussion and Conclusions

Peoples Gas provided a copy of its Administrative Directive FO 4.0, issued March 1, 2010."’
The directive requires monthly testing of designated work-crew members. It sets out the
responsibilities, requirements, and procedures for the tests. Peoples Gas indicated that it has been
testing personnel assigned to complete odorant sampling to verify they have normal olfactory
senses since March 2009."** It also provided a sampling of the test cards completed for March
2009 and March 2010. Peoples Gas stated it has identified and qualified a select group of five
service crew members per District that it tests monthly by using three types of sniff test cards.

Liberty found that Peoples Gas met its commitments, has a procedure to test for normal olfactory
senses, and has been testing its personnel. Liberty considers this recommendation verified and
closed.

137 Response to Data Request #489.
138 Response to Data Request #489, supplemental.
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Recommendation

I1I-6
Conduct adequate training for Gas Operations Section (GOS) on valves and regulators.

Background

Liberty found that Peoples Gas’ training facilities and curriculum covering valves and regulators
appeared adequate. The GOS Crawford Station training facilities covering valves and regulators
had the equipment on which GOS personnel undergoing. OQ training may include hands on tear
down and repair. The curriculum for training, which includes abnormal operating conditions,
appears adequate. However, because no training or testing of GOS personnel took place during
the course of this audit, Liberty did not evaluate whether the written and practical testing
protocols were adequate. Liberty included a recommendation on this subject for follow-up
during the verification phase of this investigation.

Peoples Gas’ Implementation Plan

Peoples Gas is required to have Gas Operations Section operations and maintenance procedures,
provide training on the procedures, and have training for the personnel to identify and react to
abnormal operating conditions. In its implementation plan, Peoples Gas indicated that it conducts
annually training on regulators and valves, and Operator Qualification for regulators and valves
every three years.

Verification Discussion and Conclusions

During the fifth quarter, Liberty reviewed training materials and documentation of GOS training
of its personnel.””” Records reviewed indicated Peoples Gas provided classroom training to 16
GOS personnel in two September 2009 sessions. It provided the training to one Division
Engineer in one of those sessions. Following the training, each individual took operator
qualifications written examination. The training included the following covered tasks.

e Corrosion Control

e Leak Investigation and Classification

e Purging and Gassing Procedure

e Facility Locating and Marking

e Pipeline Patrol Procedure

e Station Operation: Besco Column

e Remote Operation Valves: Operation, Maintenance, and Inspection, (OM&I)
e Medium Pressure Regulator Station: OM&I — Fisher 399 Model

e Abnormal Operating Conditions

e Valves OM&I

e Interstation Regulator Station Operation, Maintenance and Shutdown
e Station Pipeline Heater Procedure

19 Response to Data Request #467
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Following the classroom training and written examination, each of the 16 GOS personnel were
scheduled for three days of practical valve, regulator, and charting practical training and
evaluation at Crawford Station. Practical (hands-on) training and operator qualification
evaluation took place during the months of October and December 2008. Practical training
covered the following covered tasks.

e Reynolds, Donkin, Fisher 1098, Mooney, Fisher 298, Becker (Medium Pressure), Security

Valves, and Charting.

Liberty evaluated the training materials and visited the Crawford Station training facilities.
Liberty determined that the materials were comprehensive and met safety code requirements as
well as addressed Peoples Gas’ training and operator qualification needs for pressure regulator
stations, valve operations and maintenance, and abnormal operating conditions.

Liberty considers this recommendation verified and closed.
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Recommendation

II1-7

Re-evaluate the odorant sampling and documentation paper system and convert it to an electronic
format.

Background

Liberty concluded that Peoples Gas’ manual odorization documentation process and record
system was time consuming and lacked a systematic and objective approach. An instructor at
Technical Training and Standards (TTS) is responsible for the calibration of odorization
equipment, conducting weekly odorometer test at Central shop, tracking odorometer sampling at
North, South, Central and Downtown locations, and the bi-weekly distribution gas-odor survey.
Field personnel forward their results of readings by e-mail or phone call to Technical Training
where they are logged and maintained.

TTS also issues a list of areas to be surveyed, and a Field Service Department Supervisor
schedules those surveys accordingly. Documentation of the odor test is logged on a Gas Odor
Survey Form #3 and forwarded to TTS. This practice results in at least 42 paper forms per month
that then need to be hand filed.

Liberty recommended that Peoples Gas re-evaluate the odorant sampling and documentation
paper system and convert it to an electronic format. The paper system in use is inefficient, bulky,
and time-consuming. Peoples Gas should investigate the possibility of scheduling and recording
odor tests through its Navigate system to eliminate the paper records created by the existing
system.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas indicated that implementation of this recommendation
involved changes to Peoples Gas’ customer billing system along with the mobile date system
computer system, which is used to route these orders to the employees in the field. Peoples Gas
is estimating the costs required to implement the changes, and then it will design, build, test,
train, and deploy the changes.

Verification Discussion and Conclusions

Peoples Gas explained that it is in the process of implementing an electronic odorant sampling
and documentation system and that it has combined this implementation with a larger project to
upgrade the mobile workforce management system.'*® It has scheduled it for production in
October 2010. Meanwhile, Peoples Gas implemented a manual odorant sampling program that
replicates the functionality of the electronic system. It provided a report of odorant sampling
results for each district shop from March 2009 through the week of April 4, 2010. Four
deficiencies did not meet the odorant tolerance level. Three deficiencies occurred in the South
District and one in the Central District. When there is a deficiency, a supervisor notifies Gas
Control for follow-up and check gate stations. Peoples Gas confirmed that all four deficiencies
were human error and performed retraining.

140 Response to Data Request #490.
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Liberty verified that, since March 2009, Peoples Gas has captured odorant level sampling results

for each district shop and placed the results on a spreadsheet. (District Shops 2009 Weekly

Odorant Test Data.xls). Liberty still needs to verify:

e Who in Peoples Gas is responsible for identifying and reacting to odorant readings, detected
at field verification locations, that are above or below odorant target parameters

e How will follow-up actions be documented

e Whether Peoples Gas will deploy the process onto each vehicle’s Gobook computer laptop
by the end of July 2010 along with the mobile date system computer system (Advantex),
used to route these orders to the employees in the field.

Liberty will review Peoples Gas’ odorant sampling in the electronic format in October 2010
when it expects to implement it.

Liberty and the ICC Staff met with Peoples Gas’ personnel in October 2010 to discuss the status

of its Gas Odorant Project. Peoples Gas presented a detailed outline of its computerized odorant

testing that included:

e Testing Site Maintenance — how to select a site, account premise details, master list of test
sites

e (QOdorometer Maintenance — list of odorometers and their associated calibration dates

e Gas Odorant Service Orders — order initiation manual process, created order details, order
completion record, test site history of completed orders

e Work Queue Items — odorant calibration reminder warning, odorant level outside of
acceptable tolerances, weekly service order not completed warning.

The new version of Advantex supports the current operating systems on the server, desktops, and
mobile devices. The addition of geo-spatial routing will automatically route orders to field
employees, eliminating the need for supervisors to do it manually. In addition, if the odorometer
calibration date exceeds 11 months, a work queue will be created and assigned to the shop
supervisor as reminder that equipment needs to be re-calibrated. Gas odorant service orders will
be posted when completed that meet the acceptable tolerances. Those odorant service orders
outside the acceptable tolerances will be re-initiated and a work queue created and assigned to
the shop supervisor.

Liberty confirmed that the Initiation, Analysis & Design, and Configuration stages of the Gas
Odorant Project are complete. System testing is on-going and implementation will not be
completed until January 2011. Peoples Gas has put a significant effort in this project, which will
meet or exceed the intent of the recommendation. Liberty suggests that the ICC Staff follow-up
on the implementation of this project.

Liberty confirmed that Peoples Gas revised its Field Service Manual to instruct Field
Technicians to notify Field Service Supervisors for immediate follow-up if odorant tests are

beyond tolerance limits. The Supervisor will notify Gas Control to take corrective action

Liberty considers this recommendation closed.
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Recommendation

II1-8
Increase the frequency of employee emergency operating plan (EOP) training.

Background

Liberty concluded that the training of Peoples Gas’ employees met the code requirements but
needed improvement. The training that Peoples Gas provides its employees, besides the service
section first responders, barely meets the code in that it provides the basics for each employee to
respond to an emergency and then to call for assistance. The training does not evaluate how well
Peoples Gas trains its employees except by having them complete a test right after the training
session. There is no mechanism for Peoples Gas to evaluate the training in realistic scenario type
training nor does Peoples Gas solicit feedback on the training. The Technical Training Manager
stated that trainees liked the e-learning type training. However, several employees stated the
prior method of training was better in that there was more interaction between the instructors and
the trainees and the computer had essentially no interaction with trainees besides saying when
they had a wrong answer on the test.

Liberty recommended that Peoples Gas increase the frequency of employee emergency-plan
training. Peoples Gas conducts initial EOP training for new employees every year, provided
there are a sufficient number of new employees. In 2005, Peoples Gas conducted classroom
training and in 2007, it provided on-line training modules. The complexity and detail provided in
the EOP combined with regular personnel turnover or position changes demand that training
makes key emergency response personnel familiar with the EOP more often than every two
years. Peoples Gas should conduct refresher training at least annually.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that it would give a formal 2-day program every
two years, with a refresher “e-learning” program given on alternate years. New employees
joining gas operations will take the e-learning module within 90 days if the company does not
offer formal program during that year. Human Resources will be responsible for including this in
the new-employee manual. Implementation will start in 2009 and Peoples Gas will attempt to
have the program designed within six months of the date of Liberty’s report; however, it may
need additional time for hands-on scenario case development.

Peoples Gas indicated that it would complete the program development by April 30, 2009,
conduct training by May 29, 2009, and include program policies and procedures in the new-
employee manual by May 29, 2009.

Verification Discussion and Conclusions

During November 2009, Liberty met with Peoples Gas’ training personnel, reviewed Peoples
Gas’ progress in accomplishing the action items contained in its implementation plan, and
reviewed details of the emergency response training (ERT) provided to its personnel.'*' Liberty
requested a copy of the ERT “e-learning” program Peoples Gas intends to provide its

4 Interview #146, November 12, 2009.
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employees.'* Peoples Gas informed Liberty that it plans to develop the e-learning program
addressing the EOP during the last quarter of 2010, before scheduled training next year
(2010)."** During November 2009, Peoples Gas clarified that it only provides the 2-day program
to its management and supervisory operations and field service employees, as well as other
related management personnel, vice presidents, engineers, and selected technical personnel.
Peoples Gas explained that its union personnel primarily take the Abnormal Operating
Conditions (AOC) training course, and that course covers emergency conditions and actions
expected of them.'* Liberty has previously attended and evaluated the AOC course content and
found that it met the operator qualifications requirements of the safety code. Peoples Gas
provides the AOC training to its distribution as well as field service personnel on a district-wide
basis every three years. During 2009, Peoples Gas provided AOC training to 300 union and 19
management personnel.'” Peoples Gas also addresses emergency response as part of its annual
2-day distribution crew refresher training and as part of its annual 2-day field service in-grade
training.

Liberty verified that Peoples Gas scheduled and conducted nine 2-day ERT training classes from
May 18 through June 18, 2009, training 217 of the 240 personnel identified for this training
during that period. Seventeen Battalion Chiefs and Captains from the Chicago Fire Department
and the Fire Training Academy participated in one or more days of the training classes and
tabletop emergency exercises. The Chicago Fire Department participants’ response to the
training and their role-playing in the tabletop exercises was very positive.

Regarding Peoples Gas’ Human Resources manual for new employees ensuring new
management employees are scheduled for ERT training, Peoples Gas provided an e-mail string
that stated, “There is no HR Manual for Management Employees for which EOP training can be
referenced.”'® Instead, the e-mail indicated that by agreement, HR would notify Technical
Training and Services of new or transferred employees to Gas Operations and Engineering so
that it can address their ERT. For July and August 2009, there were nine new management
employees; Peoples Gas stated that formal review or initial EOP training for them would be
during the 2010 EOP training program.'*’

Liberty reviewed the contents of the 2-day ERT course materials.'*® Peoples Gas intends that the
course “review, focus, bring to center stage, the procedures, thought processes, reporting
requirements, and fundamental actions to be taken during an emergency in order to protect life
and property.”

"2 Data Request #444.

4 Telephonic Response to Data Request by e-mail November 20, 2009, asking for additional information on the
response to Data Request #444 concerning Peoples Gas’ plans and timeline to develop e-learning on its EOP.

14 Peoples Gas explained that it also has management personnel attend this training as well as Union personnel.

143 Telephonic Response to Data Request by e-mail November 20, 2009, asking for additional information on the
response to Data Request #445.

146 Response to Data Request #447.

147 Response to Data Request #446.

148 Response to Data Request #444, and Interview #146 conducted November 12, 2009.
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The course content includes:

Day 1

e  Gas Distribution System Overview
Review of the Emergency Operating Plan
Communications and Public Relations
Engineering presentation on Information sources and Resources
Properties of Natural Gas including an explosive limit demonstration
Review of the Corporate Emergency Response Plan and the Incident Command Structure
Presentation by Insurance and Claims
Case Studies including a discussion of past incidents
2
A tour of the Command Van (normally present on major emergencies)
A tabletop exercise of a simulated emergency
Debrief and Lessons Learned.

The in-house, tabletop exercise involved separating participants into small groups where they
took on the role of a department (and its personnel) working with other departments to respond
to and control a gas emergency.'* Facilitators helped guide participants with their responses and
actions as the “emergency” developed and “actual field conditions” changed over time.
Throughout the emergency exercise the emphasis was to protect life first then property. To
provide further realism, actual Chicago Fire Department personnel including Captains and
Battalion Chiefs assisted in developing details and participated in the scenario. Feedback from
the participants indicated that the training was useful and effective in applying the materials and
requirements contained in Peoples Gas’ Emergency Operating Plan as well as focusing
participants attention to actions expected of them during a gas emergency.

Peoples Gas still needs to address the emergency training recommendation to provide at least
ERT tabletop type exercises for its management personnel annually. It may be that e-learning
will accomplish a review of Peoples Gas’ Emergency Operations Plan (EOP) requirements.
Liberty had planned to comment on the e-learning material, expecting Peoples Gas to develop
the e-learning materials during 2009 or early 2010. However, it now appears the e-learning
training materials will not be available for review before September 2010, and the EOP training
conducted during the last quarter of 2010.

The complexity and detail provided in Peoples Gas EOP combined with personnel turnover,
position changes demand that practical implementation of emergency response thinking, and
actions be a continual effort that involves interaction with other management personnel in a
tabletop exercise environment, preferably on an annual basis. Peoples Gas’ current plan appears
to rely on e-learning every other year to help address this need for annual emergency plan
training. The e-learning to be developed needs evaluation to determine whether it addresses the
need for annual tabletop emergency training.

149 Note: Peoples Gas identified this as an emergency drill, however it was a tabletop exercise. To be considered a
drill would involve a field location including emergency response vehicles (PD, FD, etc), and company emergency
response vehicles and personnel, all responding to the scene of a mock emergency.
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Regarding ensuring its management personnel receive the 2-day emergency training, 217 of 240
personnel (90 percent) took the annual emergency plan training (excluding the nine new Gas
Operations management personnel). This is an acceptable training participation level, as long as
Peoples Gas provides annual tabletop emergency response exercises, coupled with e-learning
that addresses details of its emergency plan. Peoples Gas still needs to commit to address the
annual tabletop exercise training.

A third issue is that Peoples Gas provides annual training to its first responders to recognize
abnormal operating conditions. Peoples Gas explained that it provides emergency response
training in part to its union personnel through its Abnormal Operating Conditions course (AOC)
on an annual basis.

Peoples Gas will perform EOP (Emergency Operations Plan) training for employees every year.
During even numbered years, the training will be a refresher e-learning module and a 2 day
simulated emergency (tabletop exercise) at the Technical Training facility. In the other years,
there will be a full day of training at the Technical Training facility and a 2 day simulated
emergency. At all of the simulated emergency drills, Peoples Gas will invite outside first
responders such as the Chicago Fire Department to participate.'”’

Liberty considers this recommendation verified and closed.

13 Response to Data Request #527.
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Recommendation

I11-9
Perform joint training with outside responders

Background

Liberty found that Peoples Gas’ liaison with city departments had been adequate. However, it
should conduct additional external training. Peoples Gas provided periodic training to Police,
Fire, Water and Sewer and O’Hare airport personnel. Typical training for Police and Fire
personnel has been performed every three years while training for Water and Sewer and O’Hare
airport have more sporadic (i.e., one time training in the period of 2000 through 2007).
Interviews conducted with Police and Fire representatives and first responders from Peoples Gas
indicated that there was good coordination and liaison between the company and city
departments. None of the reviews for major incidents cited coordination or liaison issues with
city departments and Peoples Gas’ first responders defer to the fire department battalion chiefs
for direction and assignments. Peoples Gas did not conduct joint training with city departments;
it did not conduct realistic drills that included city departments.

Liberty recommended that Peoples Gas perform joint training with outside responders. The EOP
should require that there is some formal joint training between company and non-company first
responders to an incident. This training would assist in developing an even stronger working
relationship between Peoples Gas and the outside responders. Such a training exercise would
also highlight any deficiencies in the Peoples Gas’ EOP. Peoples Gas should conduct training
exercises yearly until all lessons learned are resolved and each group is cognizant of the
capabilities of the other.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas said that, in conjunction with the response to III-8, it
would invite staff from the Chicago Fire Department Office of Fire Investigation (CFD OFI) on
odd-numbered years, beginning in 2009, to join company management personnel in the second
day of the 2-day full training program for emergency response. Peoples Gas will invite CFD OFI
on even-numbered years, beginning in 2010, to the refresher training for emergency response,
which will include discussion of recent gas emergencies. It will offer separate training classes on
gas safety and gas incident investigation to the Chicago Police Department Bomb and Arson
Section (CPD) on an annual basis.

Peoples Gas will send the invitation to CFD (and ICC P/L Safety Staff) for the emergency-
response training program and to CPD for the gas safety and gas-incident investigation program
by February 28, 2009. It will conduct training by May 31, 2009.

Verification Discussion and Conclusions

During November 2009, Liberty met with Peoples Gas’ training personnel and reviewed
progress in accomplishing the action items contained in its implementation plan."”' Liberty
verified that Peoples Gas had invited the Chicago Fire Department to participate in its Natural

5! Interview #146, November 12, 2009.
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Gas safety and Emergency Response Training Program.'>* The purpose was to assure protection
of life and property in gas pipeline emergencies, assure mutual knowledge of each organization’s
responsibilities and resources in responding to gas pipeline emergencies, reviewing the types of
gas emergencies, and planning for mutual assistance in those emergencies.

During 2009, Peoples Gas conducted nine 2-day ERT training classes from May 18 through June
18, training 217 of its personnel. Seventeen Battalion Chiefs and Captains from the Chicago Fire
Department and the Fire Training Academy assisted in developing details and participated in the
mock Incident Command Structure gas emergency tabletop exercises. Peoples Gas stated that for
2010, it would continue its invitation, training efforts, and coordination with the CFD OFI to
encourage their participation in the refresher training for emergency response, review of recent
gas emergencies, and mock emergency tabletop exercises.

During November 2009, Liberty verified that Peoples Gas conducted training classes covering
gas safety, combustion of flammable gases, flame characteristics, appliance safety, types of leak
detection equipment, gas incident investigation, and chain of custody issues. > Twenty-seven
Fire Marshals, Detectives, and Inspectors with the Chicago Police Department Bomb and Arson
Section, the Chicago Fire Department’s Office of Fire Investigation, and the Chicago Office of
the Joint Terrorism Task Force attended the classes given on September 9-10. Peoples Gas
intends to continue these training efforts annually at its Technical Training Center as well as
participate in providing materials and instruction at the Chicago Fire Training Academy when
requested by the CFD.

In February 2010, Liberty interviewed representatives of the Chicago Police and Chicago Fire
Departments to determine whether the new training and tabletop exercise were an improvement
over prior training."** Both believed that the new training was an improvement and the use of the
tabletop exercise had several benefits such as having outside and in-house responders working
together prior to a real emergency, seeing the information needs of both the outside and in-house
responders, and building a bond between the outside and in house responders. The fire
department also believes that having a mock exercise with limited participation of outside
responders (such as having a battalion chief respond) and full participation of Peoples Gas
personnel would be useful in the future.

Liberty considers this recommendation verified and closed.

132 Response to Data Request #448, letters and e-mails to Assistant Deputy Fire Commissioner, CFD Director of
Training, and CPD Bomb and Arson Section.

133 Response to Data Request #451.

"** Interviews #163A, 163C, 163D.
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Recommendation

III-10
Perform realistic drills with outside responders

Background

Liberty recommended that Peoples Gas perform realistic drills with outside responders. The EOP
should require that some formalized drills be prepared based on lessons learned from actual
incidents and these drills include most of the functions within the Peoples Gas organization who
respond to emergencies and non-company organizations, such as the Chicago Fire Department
and the Chicago Emergency Planning organization.

Peoples Gas’ Implementation Plan

In its implementation plan, Peoples Gas accepted the recommendation and indicated that it
would invite staff from the Chicago Fire Department Office of Fire Investigation (CFD OFI) on
odd-numbered years beginning in 2009 to join company management personnel in the second
day of the 2-day full training program for emergency response, where it conducts a mock
incident Command exercise. It will invite CFD OFI on even-numbered years, beginning in 2010,
to refresher training for emergency response, which will include discussion of recent gas
emergencies.

Verification Discussion and Conclusions

During November 2009, Liberty reviewed the training and joint exercises Peoples Gas conducted
with the Chicago Fire Department (CFD) and with the Chicago Police Department.'> Peoples
Gas referred to its tabletop emergency exercises conducted with the CFD as drills. Liberty
reviewed with Peoples Gas what this recommendation intended to accomplish by using the word
drill, and explained that to be considered a drill, a mock training exercise would involve a field
location including emergency response vehicles (PD, FD, etc) responding to the scene or a mock
emergency. Peoples Gas emergency response vehicles and personnel would also be dispatched to
the scene of the mock emergency. On the site, all hands would participate in an emergency
scenario to simulate an emergency and employ the methods to address the nature of the
emergency. This type of drill would involve Peoples Gas management and union personnel, as
well as Chicago Emergency Planning personnel, CFD firefighters and their supervisors, and
officers from the CPD.

Peoples Gas indicated that it understood the nature of drills Liberty identified, and would
continue to work with the CFD and CPD and emergency planners to discuss the need and
benefits of such drills."*® Peoples Gas indicated that time and budget constraints by both the City
of Chicago and the company have led the parties to accomplish training and tabletop emergency
exercises on a more frequent basis, and to plan for developing a drill on a three- to five-year
basis.

155 Interview #146, November 12, 2009.
1% Interviews #164 A through D.
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Liberty agrees that annual tabletop emergency exercises with emergency responders are
important, and that developing a mock emergency drill on a three- to five-year interval is a
reasonable goal. Liberty considers this recommendation verified and closed.
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Recommendation

II-11
Increase the training for outside first responders

Background

Liberty determined that Peoples Gas should increase the frequency and the scope of training for
outside first responders (i.e., Chicago Fire Department, Chicago Police Department, and Chicago
Water and Sewer Department) to address personnel turnover and new individuals and to improve
and cover not only the normal response but also lessons learned from the most recent incidents.

Peoples Gas’ Implementation Plan

Peoples Gas stated that with regard to the CFD and the CPD, see the response to
Recommendations II1-9 and III-10. With regard to the City Water and Sewer Departments,
information on actions in case of gas emergencies (hits) is conveyed to these agencies through
GCDPC coordinated training, which may include training delivered by TT&S personnel, in
conjunction with damage prevention training (see response to Recommendation 11-9).

Verification Discussion and Conclusions

Liberty reviewed Peoples Gas’ training actions for outside first responders. Concerning the CFD
and CPD, Peoples Gas indicated that it would continue its liaison, communications, and
participation with training activities at the Chicago Fire Academy, and with the CPD’s Bomb
and Arson Section and the Chicago Office of the Joint Terrorism Task Force at its Technical
Training Center. These training activities, as well as annual tabletop mock emergency exercises
at Peoples Gas Technical Training Center, address this recommendation for increased training of
outside first responders.

Concerning Chicago’s Water and Sewer Department employees, Peoples Gas suggested reaching
this subset of personnel through the damage prevention training in connection with the Greater
Chicago Damage Prevention Council (GCDPC)."” The training focus currently offered with the
GCDPC is on prevention of underground damage. Because the training would be provided to
essentially the same personnel, Peoples Gas’ training materials would need to be supplemented
to include materials addressing its Emergency Response Training (ERT). Liberty reviewed the
actual training accomplished by Peoples Gas with the GCDPC. Liberty determined that as part of
Peoples Gas’ actions under recommendation I1-9, Peoples Gas documented one day of damage
prevention training for this year for City personnel.

Accordingly, Liberty accepts Peoples Gas’ recommendation that it will accomplish additional
training for municipal excavators on emergency response training through this forum. To do so,
Peoples Gas will need to modify its training materials currently prepared for damage prevention
to include materials to address emergency response training. Liberty will continue to monitor
Peoples Gas’ progress in implementing this recommendation and that of Recommendation I1-9.

7 Liberty Recommendation 11-9 suggests that damage prevention training be increased for the City of Chicago
Sewer and Water employees.
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In August 2010, Liberty found that for 2010 and in all subsequent years, Peoples Gas, as