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I. INTRODUCTION AND BACKGROUND 1 

Q. Please state your name and position. 2 

A. Richard Lonn, Director of Regulatory Compliance for AGL Resources Inc. (“AGL 3 

Resources”).  4 

Q. Have you previously testified in proceedings before this Commission? 5 

A. No.  I have never provided testimony before the Illinois Commerce Commission (the 6 

“Commission”), but I have previously provided testimony on Operational, Safety and 7 

Regulatory issues multiple times in other states in which AGL Resources operates.   8 

Q. Please briefly describe your educational and professional background. 9 

A. I have been with AGL Resources for over 26 years in a variety of Operations and 10 

Engineering related roles and first started with AGL Resources in April 1985.  I have 11 

been in my current position as Director of Regulatory Compliance since 2005, 12 

responsible for external pipeline safety compliance for the corporation in the six states in 13 

which it now operates gas utilities (GA, TN, VA, NJ, FL and MD).  I and my 14 

organization also work jointly with our Field Operations, Engineering, Construction, 15 

Safety and Operations Services groups on ensuring internal regulatory compliance.  My 16 

organization also works with federal, state and local officials and national trade 17 

organizations on a regular basis including state pipeline safety groups, state DOTs, and 18 

PHMSA (Regional and in DC).  A detailed description of my professional experience is 19 

included as Exhibit 12.1.  Concerning my education, I am a 1984 graduate of Georgia 20 

Tech with a BS in Civil Engineering and a registered Professional Engineer in the state of 21 

Georgia. 22 
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II. ITEMIZED ATTACHMENTS 23 

Q. Are you sponsoring any exhibits with your rebuttal testimony? 24 

A. Yes, two exhibits are attached to my rebuttal testimony.  The first is a listing of my 25 

professional experience, which is labeled as Joint Applicants Exhibit 12.1.  The second is 26 

a document representing some comparative staffing and operational metrics for Northern 27 

Illinois Gas Company d/b/a Nicor Gas Company “(“Nicor Gas”) and AGL Resources.  28 

This document is labeled as Joint Applicants Exhibit 12.2. 29 

III. PURPOSE OF TESTIMONY 30 

Q. What is the purpose of your testimony in this proceeding? 31 

A. I am providing rebuttal testimony in support of Joint Applicants’ request for 32 

reorganization.  The focus of my rebuttal testimony relates to the operations and safety of 33 

the six regulated gas utilities currently operating under the AGL Resources mantle and to 34 

respond to Commission Staff’s (“Staff”) filed direct testimony presenting statistics on 35 

Notices of Probable Violations (“NOPVs”) relating to pipeline operations comparing 36 

AGL Resources to Nicor Gas which raises questions regarding AGL Resources’ level of 37 

commitment to safe gas system operations relative to Nicor Gas.  In addition, in response 38 

to Staff’s recommendation to maintain current staffing levels and positions in certain 39 

areas for a minimum of ten years, I conclude that a specific three year commitment to 40 

maintaining full time equivalent employee (“FTE”) levels in the compliance areas is an 41 

acceptable alternative solution. 42 
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IV. BOTH NICOR GAS AND AGL RESOURCES OPERATE SAFE NATURAL GAS 43 
DISTRIBUTION SYSTEMS 44 

Q. Does Staff believe Nicor Gas is a prudent and safe operator? 45 

A. Yes.  Staff witness Darin Burk’s testimony accurately discusses Nicor Gas’ commitment, 46 

responsiveness and staffing related to maintaining safe operations.  (Burk Dir., Staff 47 

Ex. 12.0). 48 

Q. Do you agree with Staff in that regard? 49 

A. Yes. 50 

Q. What is your response to Mr. Burk’s testimony relating to AGL Resources?  (Burk 51 

Dir., Staff Ex. 12.0, 6:125-7:156). 52 

A. Mr. Burk has raised a legitimate question given the identified difference in the volume of 53 

NOPVs received by AGL Resources and Nicor Gas, respectively.  (Id.)  However, by 54 

focusing on this one metric, without consideration of the factors that contribute to the 55 

differences, Mr. Burk has reached an incomplete conclusion concerning AGL Resources’ 56 

operational performance and commitment to safety.  This becomes more evident if 57 

additional operational metrics are looked at as well.   58 

Q. Is there any single metric in the industry that would separate the good operators 59 

from the bad?  60 

A. No.  As can be the case, focusing on a single metric can lead to inaccurate conclusions.  61 

Operating a gas system safely is a complex operation and the system is exposed to a 62 

myriad of risks daily, all of which are measured in different ways.  To understand an 63 

operator’s performance, one must look at a broad range of characteristics to determine if 64 
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the risks have been properly identified and then whether the associated risks are being 65 

properly managed. 66 

Q. Have the federal and state regulators acknowledged this level of complexity and 67 

variability? 68 

A. Absolutely.  The recently released Distribution Integrity Rule (“DIMP”) takes the 69 

industry deeply into the arena of risk management vs. prescriptive management and 70 

acknowledges that no two gas operators are the same.  Their systems are different, 71 

therefore, their risks are different.  Given those differences, their responses might be 72 

different as well. 73 

Q. Have you compared multiple operational metrics for Nicor Gas and AGL 74 

Resources? 75 

A. Yes.  Joint Applicants Exhibit 12.2 reflects my comparison of multiple operational 76 

metrics for Nicor Gas and AGL Resources.   77 

Q. What do you conclude from reviewing multiple operational metrics for Nicor Gas 78 

and AGL Resources? 79 

A. Both Nicor Gas and AGL Resources are very dedicated to the safe operation of their 80 

natural gas distribution systems and this broad array of operational and safety 81 

comparisons shows that the companies are very similar overall.  Indeed, no complete 82 

conclusion can be drawn from reviewing just a single metric.  For example, in the area of 83 

bare steel /cast iron replacement and excess flow valve installation AGL Resources is 84 

substantially ahead of Nicor Gas.  It would be inaccurate to conclude from just these two 85 

statistics that Nicor Gas is not as committed to safety.  Similarly so, it is inaccurate to 86 
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conclude that just a difference in the volume of NPOVs should lead one to conclude that 87 

AGL Resources is not as committed to safety as Nicor Gas. 88 

  The operational metrics shown in Joint Applicants Exhibit 12.2 are indicative in a 89 

much broader way of the philosophy and approach that AGL Resources takes to 90 

operating its gas systems than the single issue of NOPVs.  As discussed in this testimony, 91 

all states have different approaches to enforcement and ultimately that is a decision that 92 

the state gets to make, not the gas operators within that state.  NOPVs are not consistently 93 

handled from state to state because each state is unique. 94 

  Finally, I note that identically to Nicor Gas as referenced in Staff’s testimony, 95 

AGL Resources has responded to pipeline safety issues in all its jurisdictions during the 96 

period in question such that the issues have been resolved without further enforcement or 97 

adjudication.  In every case where there was an NOPV, AGL Resources has worked just 98 

as actively with the regulators in its six states as Nicor Gas has worked with the 99 

Commission to either resolve an identified issue or to reach common ground on a 100 

workable solution.  AGL Resources has demonstrated the kind of response expected from 101 

a prudent and safe operator. 102 

Q. Do any of these operational metrics for Nicor Gas or AGL Resources indicate a 103 

problem or need for change? 104 

A. No.  The multiple operational metrics discussed in this testimony demonstrate that both 105 

Nicor Gas and AGL Resources operate safe natural gas distribution systems. 106 
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Q. Focusing on the NOPV metric identified by Staff, can you please identify the 107 

principal causes for the larger volumes of NOPVs reported by AGL Resources in 108 

this proceeding? 109 

A. Although all of the states in which AGL Resources operates are fully committed to 110 

reducing damage to gas facilities, it is my understanding that Illinois takes a 111 

fundamentally different approach to identifying the kind of damages that require 112 

reporting.  This is not to say that one enforcement paradigm is superior; however, any 113 

comparison of the numbers of NOPVs is not a good indicator because the standards that 114 

are applied in the different states are fundamentally different.  In other words, the NOPVs 115 

comparison made by Staff is not an “apples to apples” comparison.  (Burk Dir., Staff 116 

Ex. 12.0, 6:125-7:156).  Moreover, as explained later in my testimony, there are 117 

numerous “apples to apples” operational metrics that can be compared as between Nicor 118 

Gas and AGL Resources to demonstrate their respective operational performance and 119 

commitment to safety.   120 

  By far, the largest reason for the difference in NOPV volumes is related to 121 

violations associated with state Damage Prevention laws (337 NOPVs).  (Id. at 6:137-122 

39).  This is 84% of the reported volume submitted by AGL Resources and identified by 123 

Mr. Burk.  Essentially, the predominant reason for this disparity in reported volume is 124 

due to the different reporting and enforcement approaches used by the state in which 125 

Nicor Gas operates and the various states in which AGL Resources operates. 126 

  For AGL Resources, the 337 NOPVs are associated with three states (GA, NJ, 127 

VA) that currently have active and effective Damage Prevention enforcement in our 128 

utility footprint similar to Illinois.  In these three jurisdictions, AGL Resources is 129 
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required to report all gas facility damages (both Services and Mains) that, after 130 

investigation, are determined to be due to a violation of the state’s One Call Law.  This 131 

process is different from Illinois law which, while also effective, only requires the 132 

reporting of damages to gas Mains and does not include Services.  As another example of 133 

the wide variation in state reporting requirements, I would point out that three states in 134 

AGL Resources’ footprint (FL, TN, MD) currently do not require any reporting at all.  135 

Given that over 81% of the damages to the gas systems in Georgia, New Jersey and 136 

Virginia that were required to be reported were to service lines, this explains the large 137 

disparity in numbers as relates to NOPVs for Damage Prevention.  In other words, the 138 

disparity in volumes of NOPVs is predominantly explained by the differences in the 139 

reporting and enforcement approach in each jurisdiction. 140 

  I believe a better way to gauge the relative performance of Nicor Gas and AGL 141 

Resources as it relates to facility damage is to look at their performance on a gas 142 

damage/1000 locate request basis.  This is the metric that the Federal Government has 143 

established to measure performance and which each gas company in the country now 144 

reports annually.  The relative damage prevention performance of Nicor Gas and AGL 145 

Resources on a Damages/1000 Locate basis is reflected in the chart below: 146 
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 147 

This chart demonstrates that the performance of the two companies is very close (i.e., 148 

both ratios indicate strong performance). 149 

Q. What is the principal cause for the disparity in the remaining NOPVs? 150 

A. The cause is each state’s “Regulatory Philosophy” as it relates to pipeline safety reporting 151 

and enforcement.  152 

Q. Please explain. 153 

A Every state’s pipeline safety group in the nation has a common goal, which is to ensure 154 

that the gas operators in their respective states operate safely, effectively and efficiently.  155 

Mr. Burk and the Commission’s pipeline safety group does an excellent job in that regard 156 

and Nicor Gas has a long history of strong performance under Illinois’ approach.  157 

However, Illinois’ approach to pipeline safety regulation is not the only approach that 158 
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works.  Nicor Gas operates in a single state and is therefore subject to auditing from the 159 

Commission and the U.S. Department of Transportation Pipeline and Hazardous 160 

Materials Safety Administration (“PHMSA”); however, AGL Resources’ family of 161 

utilities is subject to auditing from seven different pipeline safety regulatory groups 162 

(PHMSA, FL, GA, MD, NJ, TN and VA) in six states, each of which has its own 163 

approach for effectively ensuring pipeline safety. 164 

  Two of these seven regulatory groups aggressively use the NOPV and fining 165 

process.  Three other groups focus more on the NOPV process without fines, while the 166 

remaining states tend to work more with the utility actively outside of the NOPV process.  167 

In all cases though, AGL Resources works with the regulators to ensure the continued 168 

safe operation of our systems.  In fact, AGL Resources successfully operates across our 169 

six state footprint utilizing a set of consistent operating procedures focused on safe 170 

system operations while being responsive to the diversity in regulatory enforcement 171 

approaches. 172 

Q. Given that the use of the NOPV process can and does vary greatly by state, what 173 

might be some “apples to apples” operational metrics that should be examined to 174 

indicate whether an operator is focused on the safe operation and maintenance of 175 

their system?  176 

A. Some operational compliance metrics available to the public from the Annual DOT 177 

reports, which can be viewed as a level of a company’s commitment to the operation and 178 

safety of their system might include the following: 179 

1. Excess Flow Valves (EFV) installed on the system; 180 

2. Corrosion leaks repaired per mile of steel facilities; 181 
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3. Total leaks and damages repaired per mile of facilities; 182 

4. Number of unprotected steel and copper services remaining in the system; and 183 

5. Percentage of Bare Steel and Cast Iron mains replaced over time (2005-2010). 184 

 A breakout of the data for Nicor Gas and AGL Resources for these particular metrics in 185 

attached as Joint Applicants Exhibit 12.2. 186 

Q. How do these particular metrics demonstrate the health of a gas system or the 187 

emphasis on safety of an operator? 188 

A. I will address the metrics individually: 189 

 Excess Flow Valves Installed – The requirement to install these safety devices on new 190 

or renewed single family residential services only became absolute in February 2010.  191 

During the prior period from February 1999 to February 2010, it was an option to install 192 

them to meet the regulations, but it was not a requirement.  The voluntary installation of 193 

these safety devices prior to when they became a requirement pursuant to regulation 194 

could be considered an indication of an operator’s focus on safe operations.  AGL 195 

Resources has over 420,000 of the safety devices installed because we started installing 196 

those devices from the very beginning of that interim period in 1999. 197 

 Corrosion leaks repaired per mile of steel facilities – This metric is one effective way 198 

of measuring the relative health of a company’s steel pipe systems and the effectiveness 199 

of its cathodic protection systems which are installed to protect the pipe.  In fact, 200 

Mr. Burk’s testimony references the improvement Nicor Gas has made in that particular 201 

area.  (Burk Dir., Staff Ex. 12.0, 8:184-87).  So concerning relative performance, the 202 

higher the leakage rate per mile, the more corrosion you are getting on your system.  In 203 
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this area, AGL Resources numbers indicate a leakage rate of .08 leaks per mile of pipe, 204 

which is very consistent with Nicor Gas’ rate of .09 leaks per mile. 205 

 Total leaks and damages repaired per mile of gas facilities – This metric is similar to 206 

the previous one on corrosion; however it is a broader and more inclusive representation 207 

of the health of the entire distribution system.  It includes leakage and damages caused by 208 

everything from material defects, and construction to natural forces, excavation, 209 

corrosion, equipment failures and operations failures and as with the previous metric; the 210 

higher the rate, the more leakage you are getting on your system.  The performance of 211 

Nicor Gas and AGL Resources is similar, with Nicor Gas reporting a rate of 212 

.24 leaks/mile repaired and AGL Resources reporting a rate of .22 leaks/mile repaired. 213 

 Unprotected Steel and Copper Services remaining – This metric is a gross 214 

measurement of the number of early generation service lines still in use and potentially 215 

up for replacement in the future as the new DIMP rule exerts its influence upon the 216 

industry.  Current state for the industry is to use coated/protected steel or polyethylene 217 

plastic, so a measurement of the remaining number of these earlier generation service 218 

lines is a good metric.  Comparing Nicor Gas and AGL Resources performance under 219 

this metric, Nicor Gas has only 84,249 (4%) and AGL Resources has only 85,628 (3.7%) 220 

of their services remaining in this category. 221 

 Percentage of Bare Steel and Cast Iron main replaced – This metric is a relative 222 

measurement of the portion of bare steel and cast iron mains on an operators’ system 223 

have been replaced in the most recent five years.  This metric is one indication of an 224 

operator’s bias for action in removing their higher risk pipe from the system.  In this case, 225 

both operators are actively and aggressively replacing their bare steel and cast iron, with 226 
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Nicor Gas replacing 23% over the five year period and AGL Resources replacing 55% in 227 

the same five year period. 228 

Q. What conclusions can the Commission draw from these metrics? 229 

A. Nicor Gas and AGL Resources share a similar commitment to pipeline safety and 230 

operations.  Accordingly, the Commission should conclude that the Joint Applicants have 231 

met the requirements of Section 7-204(b)(5). 232 

Q. Does Mr. Burk raise any other issues relating to operations? 233 

A. Mr. Burk raises the issue of staffing for certain key compliance areas at Nicor Gas.  (Burk 234 

Dir., Staff Ex. 12.0, 20:450-23:532).  I have provided comparable FTE counts of staff for 235 

AGL Resources in those identified areas in Joint Applicants Exhibit 12.2 as well, which 236 

demonstrates an AGL Resources’ commitment to compliance similar to that of Nicor 237 

Gas. 238 

Q. Mr. Burk’s testimony calls for maintaining those exact staffing positions, titles and 239 

levels for a period of ten years, as well as a requirement for Commission approval to 240 

do away with any of them.  (Burk Dir., Staff Ex. 12.0, 20:450-23:537).  What is your 241 

response? 242 

A. Mr. Burk appears to have made that recommendation due to the concern over the 243 

previously referenced NOPV disparity.  Given that there are differences in process that 244 

have led to the majority of that disparity (as I explained previously) and it is not due to a 245 

lack of safe operations on the part of AGL Resources, I hope that Staff will modify their 246 

position.  Moreover, I believe that a mandate of that type would not be the optimal 247 

solution.  It would actually inappropriately place Staff into the position of being involved 248 
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in staffing issues every time AGL Resources enhanced its processes, technology and/or 249 

organizational structure, which is a position I do not believe would be in the best interests 250 

of any party.  251 

  Instead, consistent with what has been suggested in Joint Applicant 252 

witness Linginfelter’s testimony, I believe a three year commitment to maintaining FTE 253 

levels in the compliance areas would be a good solution, providing stability while Nicor 254 

Gas and AGL Resources integrate their processes, technology and procedures yet 255 

maintaining flexibility on the mix of personnel within the FTE levels to address changing 256 

needs brought about by the integration.  Just as today, the Commission Pipeline Safety 257 

Group will continue to have regulatory oversight of Nicor Gas’ operations and the ability 258 

to make sure Nicor Gas’ operations remain in compliance with those requirements. 259 

V. CONCLUSION 260 

Q. Does this conclude your rebuttal testimony? 261 

A. Yes. 262 


