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1               P-R-O-C-E-E-D-I-N-G-S

2                                         9:04 a.m.

3             MR. WIESE:  Good morning.

4             My name is Jeff Wiese, Associate

5 Administrator for Pipeline Safety at U.S. DOT,

6 Pipeline and Hazardous Materials Safety

7 Administration.

8             I have got a couple of opening

9 comments before we actually convene the

10 meeting officially.  So, just housekeeping

11 things.  So, if you will allow me, I will do

12 that, and then, we will kind of get into the

13 business of the day.  Besides, I am doing a

14 small stall here while we get our lavalier

15 microphone set up.

16             For those of you who, like me,

17 drink a lot of Starbucks in the morning, it is

18 always good to have a lavalier microphone, so

19 you can walk around.

20             Just to do some general

21 introductions, I want to say this is a joint

22 meeting of the Gas and Liquid Pipeline
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1 Advisory Committee.  We are now the "PAC,"

2 LPAC and GPAC.

3             So, I am what is called the

4 Designated Government Official, an official

5 term here for the Federal Advisory Committee

6 Act.  I will be serving as the overall

7 presiding official, but in a moment, when we

8 convene the meeting, I will turn it over to my

9 good friend Massoud Tahamtani, who will

10 actually be chairing the meeting.  Tomorrow

11 Collette Honorable will be here, and she will

12 be chairing at that time.

13             Just really to get things going, if

14 you don't mind, I would like to take just a

15 moment and do quick introductions.  I think

16 most of you know each other, but, for the

17 purposes of the public and anyone who is not

18 familiar with the Committee, we will run

19 around.  I thought perhaps we would start with

20 PHMSA folks, all of our staff, and then, we

21 would just run around the table.  Gene, we

22 will start with you, when we get to that
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1 point, if you don't mind.

2             Okay.  So, Linda?

3             MS. DAUGHERTY:  Okay.  I am Linda

4 Daugherty.

5             You all can hear me, I think.

6             Linda Daugherty.  I work for Jeff

7 as one of his Deputies.  I am transitioning

8 from the Deputy of Policy and Programs to

9 Field Operations.  Alan and I have switched. 

10 And this may be one of my last meetings with

11 you.  I am moving to Kansas City as the

12 Central Region Director.  Jeff picked me out

13 of --

14             MR. WIESE:  You will notice that

15 she is smiling broadly.

16             (Laughter.)

17             Why would anyone not want to live

18 in Washington?

19             MR. MAYBERRY:  We are all jealous.

20             Good morning.

21             I am Alan Mayberry.  I am Deputy

22 Associate Administrator for Policy and
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1 Programs now -- you have got to switch those

2 titles there -- officially.

3             Good to be here.  Good morning. 

4 That's it.

5             MR. SATTERTHWAITE:  Cameron

6 Satterthwaite, Regulations.

7             MR. GALE:  John Gale, Director of

8 Standards and Regulations.  And I am

9 transitioning from working for Linda to

10 working for Alan.  So, please, I need a little

11 sympathy here.

12             (Laughter.)

13             MR. WIESE:  Do we have Cheryl here? 

14 Most of you know by now Cheryl Whetsel.  She

15 might be out attending to the Committee

16 business.  Cheryl is the overall --

17             MR. GALE:  Yes, there is a title.

18             (Laughter.)

19             MR. WIESE:  Okay.

20             (Other introductions made off-

21 microphone.)

22             Darius, by the way, is tweeting
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1 during the whole meeting.

2             (Laughter.)

3             So, we are encouraging him to check

4 the spelling on our names and whatnot.

5             Any other PHMSAns here?  The

6 PHMSAns?  Yes.

7             (Laughter.)

8             Okay.  Great.

9             MEMBER FEIGEL:  I am Gene Feigel. 

10 I am Vice President of Risk Analysis for the

11 Hartford Steam Boiler Inspection and Insurance

12 Company.  I am on the Gas Committee, Public

13 Interest.

14             MEMBER ZAMARIN:  Chad Zamarin,

15 Chief Operating Officer for NiSource

16 Midstream, on the Gas Committee.

17             MEMBER WRIGHT:  I am Jeff Wright,

18 the Director of the Office of Energy Projects

19 at the Federal Energy Regulatory Commission,

20 on the Gas Committee.

21             MEMBER DRAKE:  Andy Drake, Vice

22 President of Asset Integrity for Spectra
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1 Energy US, a gas member for industry.

2             MEMBER HILL:  And my name is Robert

3 Hill, Brookings County, South Dakota.  I do

4 planning, zoning, and drainage.  I am on the

5 Gas Committee.

6             MEMBER FLECK:  Hi.  My name is Sue

7 Fleck.  I am with National Grid.  I am Vice

8 President of Engineering Standards, Policies,

9 and Codes there, and I am on the gas industry.

10             CHAIRMAN TAHAMTANI:  And I am

11 Massoud Tahamtani, Director of Utility and

12 Railroad Safety with the State of Virginia, on

13 the Liquid Committee.

14             MEMBER McLAIN:  I'm Ron McLain.  I

15 am the President of Kinder Morgan Energy

16 Partners products pipelines and representing

17 the Liquids Committee.

18             MEMBER BELLMAN:  Mike Bellman.  I

19 am the Deputy Director of Gas and Light for

20 the City of Richmond, a municipal gas company,

21 and we are on the Gas Committee here.

22             MEMBER DENTON:  Todd Denton,
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1 President, Phillips 66 Pipeline, on the

2 Liquids Committee.

3             MEMBER STURSMA:  Don Stursma,

4 Manager of Safety and Engineering for the Iowa

5 Utilities Board, Gas Committee.

6             MEMBER WORSINGER:  Rich Worsinger,

7 Director of Utilities for the City of Rocky

8 Mount, North Carolina, and on the Gas

9 Committee.

10             MEMBER WEIMER:  Carl Weimer,

11 Executive Director of the Pipeline Safety

12 Trust.  I am on the Liquids Committee.

13             MEMBER FELT:  Tim Felt, President

14 of Colonial Pipeline, on the Liquids

15 Committee.

16             MEMBER PIERSON:  Craig Pierson,

17 President of Marathon Pipeline, on the Liquids

18 Committee.

19             MEMBER KUPREWICZ:  Rick Kuprewicz,

20 President of Accufacts, representing the

21 Liquids Committee.

22             MEMBER ARMSTRONG:  Lanny Armstrong,
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1 Fire Chief, City of Pasadena, Texas,

2 representing the Liquids Committee.

3             MR. WIESE:  Very good.  Thank you

4 so much.

5             Just kind of the general notes

6 again, and then, I will turn it over to the

7 Chairman in just a second.  But I want to

8 point out our purpose of this group, you know,

9 particularly for those who are in the

10 audience.

11             This is a federally-chartered

12 advisory committee.  The purpose of the group

13 is to provide advice to PHMSA on many matters. 

14 Historically, it was rulemakings, but we are

15 trying to go a little beyond that, and we have

16 for the past few years, to try to get into

17 broader policy issues.

18             I think you will see some of the

19 agenda that we have set up for you today

20 should reflect that.  But, for the purposes of

21 the audience, I am just primarily pointing out

22 that the purpose of this Committee is to
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1 provide advice to us.  This is not a meeting

2 -- it will be public.  It will have public

3 moments, but it is dominantly a meeting for us

4 to receive advice from the Committee.

5             A couple of things about audience

6 participation.  Forgive me for being clear and

7 absolute on this, but I have found it

8 increasingly necessary.

9             The purpose that I just described

10 to the Committee is why we are here today.  We

11 will provide a moment or two around breaks for

12 the public, if someone really wants to speak. 

13 But, again, the purpose is to hear from the

14 Committee members.  So, I have got pretty

15 strict groundrules on that; forgive me, but we

16 have had some recent experience that requires

17 me to do that.

18             What I am saying to you,

19 particularly if you are a member of the

20 public, now we have enough rowdies on the

21 Committee as it is, you know.

22             (Laughter.)
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1             So, if you are a member of the

2 public and you want to speak, you will be

3 entitled to and we will provide you an

4 opportunity to speak.  We generally limit that

5 to three minutes per person, and you will have

6 that opportunity.

7             We have a couple of business rules. 

8 I insist on people treating each other with

9 respect here.  So, anyone who wants to speak,

10 we will give them the respect of being heard. 

11 What they don't have the right to do is be

12 disrespectful or interrupt other people.  I am

13 laying down the law and I am being very clear

14 to you.  If you cannot abide by those

15 standards, you will be escorted from the

16 meeting.  I have already worked with Security

17 to ensure that that happens.  So, just be

18 clear, everybody has got the same

19 expectations.  I doubt it is necessary, but I

20 just wanted to be clear on that.

21             So, let's see, the other thing is

22 I wanted to point out to everybody that the
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1 meeting itself is being recorded.  All the

2 comments, everything is transcribed and put on

3 our docket.  People can access it at any given

4 point in time.

5             So, I would remind members that,

6 when you have something to say, that you take

7 your tent card and put it up, so that we know

8 to call on you for that, and that you turn it

9 back over when you are finished.

10             Be sure to introduce yourself,

11 anyone speaking.  Whether it is a Committee

12 member or someone from the public, please

13 introduce yourself each time you speak, so

14 that the court reporter can be sure to whom to

15 attribute those comments.

16             I think, lastly, just a couple of

17 moments.  We have this slide up here on basic

18 housekeeping.  I do wish the government was a

19 little more user-friendly and we could provide

20 coffee and all those things, but, as you

21 understand, we don't.

22             So, I would just point out for you
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1 there is, thankfully, a Starbucks on the first

2 floor, if you haven't discovered that already,

3 and point out for you that, outside of this

4 door behind us and to the right, I guess the

5 way we are positioned now, on the righthand

6 side there are both emergency stairs and

7 restrooms.  And if you go all the way around

8 to the left, you will see the stairs leading

9 down.  And just past that, you will see the

10 restrooms, another set of restrooms over there

11 as well.  So, that is basically the comfort-

12 meeting.

13             Let me ask, is the lavalier set up

14 at this point?  Almost?  Okay.  I have nearly

15 stalled long enough.

16             I will point out to you that we are

17 coming up quickly on August 11th, 811 Day. 

18 And just coincidentally -- and I made these

19 remarks yesterday -- we had a day-long meeting

20 here in the hotel on integrity verification,

21 which we will talk about.  Those are the busy

22 flowcharts that are over here to the side.
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1             But I was reminding you of the

2 bootstrap campaign for damage prevention,

3 about calling 811 before you dig.  And I was

4 really pleased.

5             Is there anyone from Williams here

6 today?  No?  I wanted to thank the people from

7 Williams because I live next to a Williams

8 transmission line, and they sent out cards. 

9 I got it last night in the mail.  It was: 

10 always call before you dig, 811.  So, I am

11 very happy to have that, and it is a bootstrap

12 campaign.  It requires all of us to do it.

13             I try to wear my pin whenever I

14 can.  I am not sure, Cheryl, if we have the

15 pins for the members.

16             MS. WHETSEL:  Yes.

17             MR. WIESE:  I think it is on there. 

18 So, I encourage you to wear it proudly and try

19 to help us spread the word on that stuff.

20             I know we are feverishly setting up

21 the lavalier microphone.

22             MR. GALE:  Jeff, Jeff, just real
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1 quick, why we wait for that, do you want to

2 bring up the topic of going electronic?

3             MR. WIESE:  Sure.  Yes.  So, in the

4 stalling mode, there was one matter of

5 business.  I wanted to approach the Committee. 

6 I will go into that.

7             Mark is the one who is going to be

8 wearing it (referring to lavalier microphone). 

9 Great.

10             While we get him set up, just a

11 question to the Committee.  You know, I think

12 everyone is trying to be mindful of not

13 wasting paper, not creating a lot of

14 unnecessary documentation.

15             We have been experimenting

16 ourselves even inside the Department with

17 doing paperless, pure paperless.  We will

18 create briefing books that can be condensed

19 down onto either iBooks or in a PDF format or

20 something like that.  They can be made

21 available to you.  You can have them on your

22 laptop, your iPad, however it works for you.
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1             But I would like the Committee to

2 think about that and provide us advice about

3 going all digital in this format.  It is, in

4 addition to sort of a waste of paper, it is a

5 huge workload right before these meetings.  I

6 know Cheryl and John's folks have worked

7 tirelessly on that.

8             So, with that, if you will allow

9 me, I will turn it over to Massoud, and we

10 will officially convene the meeting.

11             CHAIRMAN TAHAMTANI:  Good morning.

12             The Joint Meetings of the LPAC and

13 GPAC are now in order.

14             First of all, Jeff, thank you for

15 the free water.

16             (Laughter.)

17             MR. WIESE:  There is more of that,

18 too.

19             CHAIRMAN TAHAMTANI:  Thank you.

20             Second of all, I have chaired a

21 couple of these things in the past.  And if

22 you cooperate with me, I will get you out of
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1 here by eight o'clock tonight.

2             (Laughter.)

3             But, seriously, be concise.  As

4 Jeff indicated, use the microphone, use the

5 cards, so that we can get through.  We have a

6 number of really great briefings.

7             And with that, I think we are ready

8 for our first one.  So, Mark, where are you?

9             MR. WIESE:  Oh, there he is.  Okay.

10             With your permission, I will set

11 him up.

12             CHAIRMAN TAHAMTANI:  Please.

13             MR. WIESE:  Okay.  I just wanted to

14 say, in the interest of going broad, before we

15 came in, I was really thankful to BP.  They

16 invited me recently to a briefing.  Alan and

17 I went over, and it was -- and I forget

18 Christof's last name -- Ruhl, Christof Ruhl,

19 who is I believe the lead economist for BP

20 worldwide.  He gave a briefing on -- this is

21 something like the 62nd or 63rd BP Energy

22 Outlook.  It was a great briefing.
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1             In fact, I told the leadership in

2 D.C. you guys really ought to tape that and

3 make it available to people.  A very broad

4 global look at energy, what's coming up,

5 what's been happening, what is BP projecting

6 going forward.  And I was really, really

7 impressed by that.

8             So, I asked BP again to be kind

9 enough to bring to you a presentation that

10 focused more on North America.  And Mark

11 Finley was kind enough to agree to do this

12 before he gets on a jet going to Europe in

13 just a little while.

14             With that, I have asked Mark to

15 sort of introduce himself with his title

16 because he told me it was too long and he knew

17 I would forget it.

18             (Laughter.)

19             But, Mark, I am very appreciative

20 to both you and to BP for conducting this

21 briefing.

22             MR. FINLEY:  Well, thank you, Jeff,
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1 for the kind introduction.

2             I am Mark Finley, General Manager

3 for Global Energy Markets, a member of BP's

4 economics team.  I am based here in

5 Washington, D. C.

6             Let me thank you and the staff at

7 PHMSA, as well as the Committee members, for

8 your service and for the vital role that you

9 all serve.  So, thank you for that, as well as

10 for the opportunity to share BP's outlook with

11 you all.

12             As I understand the agenda, we have

13 kind of booked about 40 minutes for the

14 presentation, and that should leave some time

15 for discussion and questions.  Is that fair? 

16 Okay.

17             The outlook that I am going to

18 share with you is a focused version on North

19 America of a broader global energy outlook

20 that BP has produced.  It is based on,

21 anchored on the data in our annual statistical

22 review of world energy, which Jeff also
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1 mentioned the statistical review -- we have

2 brought copies for the Committee members here

3 -- is that something that BP has published for

4 62 years.  "#BPstats," by the way, if you are

5 tweeting.

6             (Laughter.)

7             And so, it is the first thing that

8 comes out anywhere in the world with a

9 comprehensive review of what happened for all

10 forms of energy for all parts of the world

11 last year, and puts that data into a

12 historical perspective.  It is focused on

13 objective data.  And then, we build our

14 outlook on that.

15             A couple of things that we think

16 distinguish our outlook.  First, I would note

17 that it is our best effort to be objective, to

18 call it like we see it.  There will be things

19 in here that actually BP doesn't necessarily

20 agree with or wish to have happen.  But,

21 again, it is our best effort to be as

22 objective as we can of what we think is the
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1 most likely path for the world's and North

2 America's energy future.

3             We attempt to look at not only how

4 will population, economic growth, and

5 technology evolve, but policy as well.  And in

6 that regard, there are some important

7 differences, for example, to the forecast

8 produced by the Energy Department, which is

9 required by its charter to use only current

10 energy policies that are on the books;

11 whereas, we can anticipate how policy might

12 evolve in the future.

13             May I have the next slide, please? 

14 Yes, there we go.

15             So, what we will do is begin by

16 looking at global and North American trends at

17 a high level.  Then, we will take a special

18 focus this year of looking at unconventional

19 sources of supply for oil and gas, both in

20 North America and around the world, and their

21 impact.  And then, we will go through the data

22 for North America fuel-by-fuel before coming
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1 out and discussing the implications of that.

2             So, next please.

3             So, first, at a global level, this

4 is our global outlook for energy demand.  By

5 the way, our forecast goes through the year

6 2030.  At the time this outlook was produced,

7 the base year for our forecast was 2011.  So,

8 all of the references will be based on that

9 timeframe.

10             What I am showing you here is the

11 same picture repeated three times.  It is the

12 20 years of history and the 20 years of the

13 forecast for energy demand sliced three

14 different ways for perspective.  By the way,

15 we convert all forms of energy into the

16 equivalent of a ton of oil, about 7.3 barrels,

17 so that we can make comparisons between fuels

18 on a like-for-like basis.

19             In aggregate, in our outlook over

20 the next 20 years, global energy consumption

21 grows by about 36 percent, 1.6 percent per

22 year, slightly slower than the historical
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1 average, as we see more of a policy focus on

2 efficiency, for example, and the impact of

3 higher prices, which we will see.  Ninety-

4 three percent of that growth is in the

5 emerging economies.  In fact, as we will see,

6 energy consumption in North America or in the

7 United States in our outlook is essentially

8 flat for 20 years.

9             Globally, the big story for the

10 growth of energy demand is power generation,

11 which accounts for more than half of all of

12 the total growth of energy consumption in the

13 world in our outlook.

14             And then, on the far right, I am

15 showing you growth fuel-by-fuel.  All forms of

16 energy grow in our outlook, globally that is. 

17 The weakest fuel by far is oil for the world

18 as a whole.  Among fossil fuels, natural gas

19 is the fastest-growing, but, of course, the

20 fastest-growing group of fuels are renewable

21 forms of energy, which grow five times faster

22 than the global total, but from a relatively-
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1 small base.

2             So that, by 2030, renewables have

3 tripled their market share from about 2

4 percent currently to about 6 percent, roughly

5 equivalent to what nuclear and hydro have

6 today in the world's energy mix.

7             What it means is that the world is

8 dependent on fossil fuels to meet the vast

9 majority of its energy needs, even for the

10 next 20 years, even with rapid growth of

11 renewable energy.

12             May I have the next slide, please?

13             So, here is the picture for North

14 America.  And I mentioned earlier that, in

15 aggregate, it is the same concept, the same

16 picture repeated three times, but sliced

17 different ways for perspective.

18             Here is the data:  North American,

19 U.S. energy consumption is essentially flat

20 with modest growth in Canada and Mexico. 

21 Within North America, all of the net growth of

22 energy consumption is in power generation,
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1 partly offset by declining consumption in the

2 transport sector.  And we will come back to

3 that.

4             Some important differences from the

5 world total:  it is not the case in our

6 outlook that every form of energy grows in

7 North America.  In fact, we see large declines

8 in the consumption of both oil and coal,

9 offset by growth in gas.  And again, you see

10 significant growth in renewables, in fact, as

11 a share of the total bigger in North America

12 than it is for the world as a whole, and we

13 will come back to that.

14             So, next up, please.

15             So, what I am showing you here are

16 contributions to average growth of energy

17 demand in 20-year increments.  So, from the

18 seventies and eighties and the nineties and

19 the 2000s, and then, in our forecast.  And you

20 can see that there is a clear pattern of

21 slowing growth of energy demand in North

22 America.
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1             And it is interesting to also note

2 where the changes in the contributions come

3 from.  So, the seventies and eighties, the

4 growth of energy demand was driven by

5 nuclear/coal with oil on the back-end.  In the

6 nineties and 2000s, the biggest increment to

7 growth of energy demand in North America was

8 natural gas.

9             In the forecast interval, you can

10 see declines in oil and in coal, offset by

11 growth, as we mentioned earlier, with natural

12 gas and renewable forms of energy.  But the

13 overall growth rate slows significantly as we

14 go through time.

15             And on the righthand panel, I am

16 showing you where the incremental changes are. 

17 You can see that, essentially, in the United

18 States natural gas and renewables gained

19 market share at the expense of oil and coal. 

20 And the biggest single contributor to growing

21 energy demand in North America is renewable

22 forms of energy, with the biggest decline in
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1 energy content terms being for oil.  And

2 again, we will go through that in more detail

3 as we go through it fuel-by-fuel.

4             Next, please.

5             So, that was the demand side.  Now,

6 on the supply side, many of you, I am sure,

7 are familiar with this.  In fact, is there

8 anyone here who hasn't heard of the revolution

9 in U.S. oil and gas production?  Yes, okay.

10             Well, here is the data.  In fact,

11 you can see that, overall, while energy

12 consumption is essentially flat in North

13 America, energy production in our outlook

14 grows pretty robustly.  In fact, it grows by

15 almost 25 percent in aggregate.  And again, it

16 is the same picture repeated twice for

17 perspective.  You can see that the U.S.

18 accounts for a big share of that.

19             And again, where is the growth?  It

20 is continued growth in both oil and natural

21 gas, partly offset by declining coal

22 consumption, by the way.  And again, you can
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1 see the significant growth of production of

2 renewable forms of energy as well in the mix.

3 We will come back later in the discussion to

4 what this means for import-dependence and

5 self-sufficiency, by the way as well, as well

6 as, by the way, for CO2 emissions.

7             Next, please.

8             So, what I am showing you here is

9 the evolution of market share.  So, this is

10 each form of energy's share of the total

11 energy mix in the United States on the

12 lefthand panel.

13             You can see a couple of things. 

14 First, oil is, at least for today, still the

15 dominant fuel in the U.S. energy mix, but the

16 lowest share of total energy consumption on

17 record, with the DOE's data going back to

18 essentially just after the end of World War

19 II.

20             Why has oil been losing market

21 share?  Because it is so expensive.  In fact,

22 you can see, structurally, oil has lost market



202-234-4433
Neal R. Gross & Co., Inc.

Page 33

1 share more or less since the Arab oil embargo. 

2 And by the way, the pace at which oil loses

3 market share tends to correlate with the oil

4 price cycle.  When oil prices were high in the

5 seventies and early eighties, oil lost market

6 share dramatically.  When oil prices collapsed

7 in the mid-1980s, the erosion of oil's market

8 share slowed.  And, in fact, in the last dozen

9 years or so, as oil prices have rebounded, the

10 erosion of oil's market share has also

11 accelerated.

12             Globally, by the way, oil is

13 similarly at the lowest share of total energy

14 that we have ever recorded.  And globally, oil

15 has lost market share every single year for 13

16 years in a row now.

17             What has been gaining market share? 

18 Natural gas in recent years in the United

19 States.  And you can see, in fact, in our

20 outlook, natural gas actually passes oil as

21 the dominant fuel in the U.S. energy mix.

22             Coal losing market share in our
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1 outlook, and dramatic growth of renewables in

2 terms of market share in North America or in

3 the United States, getting near about 10

4 percent of the total energy mix by 2030.

5             Now one of the key drivers of this

6 is prices.  I hate to be the one to break this

7 to you, but energy prices have been rising in

8 recent years.  And I am showing you the global

9 data here.  And by the way, this is the price

10 of energy, all forms of fossil energy

11 converted to the equivalent of a dollar per

12 barrel and adjusted for inflation.

13             Even on that basis, oil prices in

14 recent years have been at all-time record

15 highs, and all forms of energy have increased

16 around the world.  Around the world, oil

17 prices have roughly tripled in the last 10

18 years.  Coal prices around the world have

19 doubled -- or I'm sorry -- natural gas prices

20 have doubled.  And coal, in percentage terms,

21 has increased a little bit in between those

22 two, although in actual energy content, coal
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1 remains the cheapest fuel.

2             Now the picture for North America,

3 as you well know, is slightly different.  Oil

4 prices still more or less track with the

5 global average, but in the United States

6 natural gas prices, in particular, have

7 actually weakened significantly because of the

8 dramatic growth of domestic production, and

9 the lack of connectivity in the U.S. market,

10 the North American market, to the rest of the

11 world.  And we will come back to that.

12             Next, please.

13             Now another key driver of our

14 outcome is improvements of energy intensity or

15 energy efficiency.  There is a very clear

16 pattern.  What I am showing you here is

17 actually data going back all the way to the

18 beginning of the industrial era.

19             And the point of the chart is to

20 say that there is a very clear pattern over

21 time that emerges in country after country. 

22 As the country begins to industrialize, the
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1 amount of energy needed to produce a unit of

2 economic output actually goes up.  But, at

3 some point, as the economy matures, as you

4 move from industrialization into a mode of

5 more of a focus on consumers and goods and

6 services, the efficiency with which an economy

7 uses energy or the intensity of it actually

8 improves.  It happened 100 years ago for the

9 United States.  It happened 100 years ago for

10 Europe. It happened 20 years ago for China, by

11 the way.

12             And we see a very clear pattern

13 over time, even in the world as a whole, for

14 the world to become more efficient over time. 

15 And that dynamic continues in our outlook. 

16 For the world as a whole, the efficiency with

17 which we use energy improves by 31 percent. 

18 It is even faster in the United States.  It

19 improves by 36 percent.  Why is it faster? 

20 There is a reason why these are called the

21 market economies of the world.  These are the

22 places where the economic system responds to
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1 changes in prices, and we see that effectively

2 playing out in the United States.  There is

3 also, by the way, of course, also the impact

4 of government policies increasingly pushing

5 efficiency; for example, through tighter CAFE

6 standards on vehicles.

7             So, the upshot of that is that in

8 our outlook the U.S. economy grows by 56

9 percent over the next 20 years and energy

10 demand doesn't change at all.  So, you see

11 this large gap opening between the growth of

12 the economy and the use of energy, a large gap

13 growing.   Keep that mental picture in mind

14 because we are going to come back to it later

15 in the discussion.

16             Next, please.

17             So, with that, I want to move on to

18 our discussion.  I mentioned this year in our

19 outlook we took a closer look at

20 unconventional supply, in particular, shale

21 gas and tight oil.  Again, everybody knows

22 about this now.  So, we thought we should take
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1 a deeper look at what has been driving it here

2 and what are its prospects elsewhere around

3 the world.

4             Next, please.

5             So, on the lefthand side, I am

6 showing you the technically-recoverable

7 resource, which is huge, and the distribution

8 of it around the world.  This is not proved

9 reserves.  This is what is technically

10 recoverable.  And I am showing you the

11 distribution for natural gas and for oil.

12             For context, globally, technically-

13 recoverable tight oil or shale oil resources

14 are estimated to be about 240 billion barrels. 

15 That is roughly equivalent to current Saudi

16 proved reserves.

17             For natural gas, this is equivalent

18 200 trillion cubic meters or roughly

19 equivalent to the entire world's current

20 endowment of proved reserves.  So, these are

21 massively huge numbers.

22             North America, as you can see, only
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1 accounts for about 24 percent of the global

2 total of these technically-recoverable

3 resources.  And yet, today North America

4 accounts for roughly 100 percent of the

5 production of shale gas and tight oil.  And in

6 our outlook, even by 2030, I am showing you

7 here, North America continues to account for

8 about 70 percent of the total.  It continues

9 to be dominated by North America.

10             And why is that the case?  Well,

11 clearly, it is not because North America has

12 unique endowment of the resources.  It is not

13 what is below the ground that matters, but

14 what is above the ground.

15             May I have the next slide, please?

16             So, one manifestation of that is

17 shown on this chart.  The United States has by

18 far the biggest rig fleet in the world, and

19 those rigs, by and large, have the technical

20 capability to do horizontal drilling and to

21 handle the pressures needed for the hydraulic

22 fracturing.  And those rigs have been put to
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1 use in amazing scale.

2             So, what I am showing you on the

3 righthand panel is comparing the Bakken

4 formation alone with production and drilling

5 activity in all of Canada and all of Columbia. 

6 So, many of you know, the Bakken formation has

7 essentially seen production go from nothing,

8 for the sake of the global impact, to about a

9 million barrels a day in about five years,

10 roughly equivalent to what Columbia produces

11 currently.

12             But, to get there, you had to drill

13 more wells, in fact, in the Bakken formation

14 alone than were drilled in all of Canada in

15 the last couple of years.  And the reason why

16 we put Canada there is because for scale. 

17 Canada is the sixth biggest oil-producing

18 country in the world.  And yet, more wells

19 have been drilled just in the Bakken formation

20 in the last two years than in all of Canada.

21             So, what is it that makes the case

22 here in North America unique?  It is the
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1 ability to marshal massive amounts of capital,

2 human resources, equipment, and to heave them

3 at an opportunity, you know, a business

4 opportunity.

5             As we look around the world, we

6 don't see that dynamic being played out at the

7 same pace and scale as we have seen here in

8 North America.  Now, clearly, a bit of

9 humility is advised here.  I mean, this is a

10 pretty new technology.  We are still learning

11 the geology and lots of countries around the

12 world are interested in it.  So, things may

13 change.  When we do next year's outlook, you

14 know, we might have a different answer for

15 you.

16             But, again, as we look at it, this

17 seems to be the picture.  And the outcome of

18 that -- may I have the next chart, please --

19 is this.  This is our profile for the

20 production of shale gas and tight oil around

21 the world.  You see the history and the

22 outlook.
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1             By 2030, shale gas will account for

2 about 18 percent of the world's total natural

3 gas production, a much smaller share for oil,

4 but still material, 9 percent.  For oil, that

5 is about 9 million barrels a day.  That is

6 roughly what Saudi Arabia produces today.  So,

7 these are huge contributions to the energy mix

8 going forward.

9             And you can see the dominant role

10 of North America, which, by the way, accounts

11 for about two-thirds or 70 percent of total

12 production, even by 2030.  That is not to say

13 we don't see material contributions coming

14 from Russia, China, and elsewhere around the

15 world, but, again, dominated by North America. 

16 So, a key player.

17             By the way, before I go on, let me

18 note, by the way, it is not only shale gas and

19 tight oil, you know, that we think about as

20 sources of innovation.  When we go back over

21 many decades and think where have the big

22 innovations in energy production or in oil and
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1 gas production come from, if we think about

2 producing offshore, producing in Arctic

3 regions, producing heavy oil deposits like the

4 oil sands, producing from shale, every single

5 one of these innovations took place at scale

6 in North America.

7             Is it because North America is

8 uniquely endowed with the hydrocarbon

9 resources?  No, we saw that already.  It is

10 because of what is above the ground.  It is

11 because of what you all do.  You know, it is

12 the combination of highly-competitive

13 industry, a government policy framework that

14 incentivizes competition.  And we see the

15 fruits of that played out repeatedly,

16 manifestly in the data, that North America has

17 been the engine for innovation in the

18 production of hydrocarbons.

19             Next, moving in the data fuel-by-

20 fuel, again, for North America, we will start

21 with oil, still the dominant fuel for now.  On

22 the lefthand side I am showing you, for each
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1 sector of the economy, how much of total

2 energy consumption in that sector is oil.

3             And, of course, everyone knows that

4 oil has a dominant, you know, almost a near

5 monopoly in transportation.  But the real

6 message of this chart is that, well, let me

7 put it this way:  who here heats their house

8 with heating oil?  I see one hand.  It would

9 have been a very different answer 20 years

10 ago, 30 years ago.

11             Where oil faces competition, oil

12 has already lost.  Twenty years ago, 30 years

13 ago, about 20 percent of America's electricity

14 came from oil.  Today it is 1 percent. 

15 Residential and commercial applications, a

16 significant decline.  You don't see much of a

17 decline in industry.  That is basically buoyed

18 by a robust petrochemical sector.

19             But where oil faces competition,

20 oil has already lost because, as we saw, it is

21 the most expensive fuel.  Now does that mean

22 that for transportation the price of oil
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1 doesn't matter?  Of course it matters.  But it

2 matters not so much, at least so far, through

3 the substitution of other forms of energy into

4 transport, but through dramatic increases in

5 fuel efficiency.

6             So, what I am showing you here is

7 what happened last time oil prices spiked to

8 fuel efficiency and what happened in the last

9 10 years as oil prices spiked.  And the key

10 message here is that this is not in the first

11 instance driven by the fuel efficiency

12 standards in the CAFE.  You can see, in fact,

13 for cars, for like cars anyway, CAFE standards

14 haven't changed yet, although the changes are

15 on the books.  But the buying habits of

16 American consumers have changed significantly. 

17 So, to me, this is a clear indication that it

18 is the higher prices at the pump that are an

19 important contributor to improved fuel

20 efficiency, as well as efficiency standards.

21             Now you will also notice that in

22 our outlook the monopoly of oil and transport
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1 does begin to weaken.  That is primarily

2 because of growth of biofuels.  And we don't

3 see, at least for right now, a lot of natural

4 gas or electric vehicles in our forecast by

5 2030.

6             At a high level, the reason for

7 that is that every year we line up the

8 technologies and we look at the relative costs

9 of the various technologies.  And what comes

10 back every year is to make the internal

11 combustion engine more efficient, supplemented

12 with hybrid technology.  Now that may change

13 if gas prices, for example, stay low enough

14 long enough.

15             I should have mentioned, by the

16 way, that I showed you historical prices.  We

17 do have price forecasts that sit behind this

18 outlook, but I hope you appreciate that we are

19 not able to share those for, I think,

20 understandable reasons.

21             So, we don't see, at least for

22 right now, a lot of alternative fuels coming
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1 into the transport mix by 2030.  The other key

2 factor, of course, is that 2030 is not a long-

3 term outcome when it comes to transportation. 

4 By the time you have to retool the engines,

5 retool the assembly lines, and turn over the

6 vehicle fleet, you know, 2013 is practically

7 here.  Now, this year, when we extend our

8 long-term outlook to 2035, you will begin to

9 see more of that, as you have more time to

10 turn over the production stock and the fleet.

11             Next, please.

12             So, here I am showing you the

13 outlook for supply and demand for North

14 American liquids, liquids because we include

15 biofuels, for example.  And you can see, the

16 biggest decline by far is in transport here in

17 the United States.  Again, we have got not

18 only consumers already reacting to higher

19 prices at the pump, but significant increases

20 in fuel efficiency standards also kicking in.

21             And on the supply side, significant

22 growth in production through tight oil, but
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1 also a material increase in biofuels

2 production and in Canadian oil sands.  And

3 again, you can see for yourself what this

4 means for import dependence.  We will come

5 back and look at it more closely as we go

6 through the presentation.

7             So, in fact, next up, what I am

8 showing you here is the trajectory of demand

9 in 10-year increments and how that demand gets

10 met.  So, currently, in North America,

11 production is about 13 million barrels a day,

12 a couple of million barrels a day more of

13 tight oil, and imports.

14             The U.S., even though we have

15 reduced our import dependence by almost 5

16 million barrels a day over the last seven

17 years, roughly equivalent, by the way, to

18 removing Japan from the world's energy market,

19 the third biggest oil consumer, that is how

20 big the change has been.

21             Even with that, the U.S. is still

22 by far the biggest importer of oil in the
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1 world.  But you can see in our outlook that

2 import dependence declines.  In fact, for

3 North America as a whole, we think that North

4 America as a whole is likely to become self-

5 sufficient by 2030.  Even though the United

6 States remains a small net importer of oil, in

7 our outlook, the U.S. net imports fall by a

8 further 70 percent by 2030.

9             Meanwhile, Chinese import

10 dependence is growing dramatically.  It passes

11 the United States in our outlook as the

12 biggest importer, the middle of this decade;

13 the biggest consumer, by the way, by the end

14 of the forecast interval as well.  And three-

15 quarters of that consumption will be imported. 

16 So, interesting implications for import

17 dependence, which we will come back to.

18             Next up is natural gas.  Unlike

19 like, as I mentioned earlier, natural gas

20 consumption in our outlook grows in North

21 America, and it pretty much grows everywhere. 

22 In fact, the growth is roughly evenly split
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1 between the various sectors that I show here. 

2 So, it is not only a gain for power

3 generation, which is what we saw in the last

4 year or so, but more distributed.

5       And how is that supply met, or demand

6 met, rather?  Through the dramatic growth of

7 shale production, in particular.  And you can

8 see both the growth of shale production in the

9 United States, which accounts for half of the

10 total production by 2020 in our outlook, but

11 also material growth elsewhere in North

12 America.

13             And, remember, I showed you this

14 exact same picture for oil?  Here is the

15 picture for natural gas and the implications. 

16 So, in our outlook, North America and the

17 United States become modest net exporters of

18 natural gas.  Later in our outlook, we have

19 already seen -- in fact, just yesterday, the

20 third LNG export terminal received its first

21 level of approvals from the Energy Department. 

22 Clearly, that is contingent on further policy
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1 decisions.  But, in aggregate, even though we

2 see growing demand in the United States, we

3 see even more rapid growth of supply, enabling

4 the country to become a net exporter.

5             And meanwhile, in the EU, for

6 example, natural gas consumption grows

7 modestly, but we don't see a material

8 contribution from shale gas and, in fact,

9 declining production through mature

10 conventional supply, resulting in a

11 significant increase of important dependence

12 through both pipelines and liquified natural

13 gas purchases in Europe by 2030 in our

14 outlook.  So, again, the U.S. and Europe and

15 China moving in different directions when it

16 comes to import-dependence.

17             Next up, we are looking at other

18 forms of energy.  I mentioned it earlier, but

19 here is the story of coal:  significant

20 declines in coal consumption in the United

21 States, all in power generation.  That is

22 where coal gets used in the U.S. economy.  It
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1 is not that power demand is declining. 

2 Remember, earlier I showed you that, for the

3 U.S. and North America, the only sector that

4 is growing, in fact, is power.  But coal's

5 share falls significantly.  It remains the

6 dominant fuel and power generation, but its

7 market share falls significantly as it is

8 increasingly displaced at the margin for

9 dispatch by natural gas and by renewable forms

10 of energy.

11             Some of this is driven by

12 economics.  Some of it is driven by our

13 assumptions around the regulatory environment. 

14 You know, we believe that there will be

15 additional actions at the legislative or

16 regulatory level that will provide additional

17 push for the retirement of coal-fired power

18 plants, for example.

19             Meanwhile, significant growth of

20 renewables, which we talked about, both in

21 power generation and in transport; a modest

22 growth of nuclear.  Even in the aftermath of
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1 the tragedy at Fukushima, we see a couple of

2 new nuclear power plants under construction in

3 the United States, for example, but modest

4 growth.

5             Next, please.

6             So, again on the power story, on

7 the power story, again, we are looking at this

8 in 10-year increments.  And you see the same

9 picture I showed you earlier.  These are the

10 growth and the components of that growth.  So,

11 in the 1990s, the growth of power generation

12 basically came from coal.

13             And you can see two things on this

14 chart.  The composition is changing, coal

15 losing market share to renewables and natural

16 gas, but also the overall growth rate of power

17 demand continuing to slow down, you know, in

18 the face of a mature economy, but, again,

19 efficiency measures, compact blowers and light

20 bulbs, et cetera.

21             And then, the chart on the right

22 shows you the mix of power generation.  So,
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1 you see oil being eliminated from power

2 generation.  At first, it is replaced by

3 nuclear power as it ramps up.

4             Going forward in our outlook, you

5 see that coal continues to lose market share

6 to natural gas and dramatic growth of

7 renewables, which account for more than 15

8 percent of power generation in the United

9 States by 2030.  That is primarily wind, but

10 we also see significant growth in solar as

11 well, by the way.

12             So, next up.

13             Let's move on and think about some

14 of the implications of this.  So, the first

15 question we asked ourselves is -- I mentioned

16 earlier reserves and resources -- and we asked

17 ourselves, is there a relationship between

18 where the reserves are and where the resources

19 and where the production is?  Globally, we

20 have a firm view that the world is not

21 constrained in the availability of hydrocarbon

22 resources or proved reserves.
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1             In fact, we have tracked data on

2 proved reserves of oil and gas for 30 years,

3 and they go up over time and not down.  Every

4 barrel of oil, every molecule of gas that is

5 produced is more than replaced through new

6 discoveries, technological innovations that

7 allow us to improve recovery rates and access

8 new plays; for example, the shale innovations.

9             Globally, currently, proved

10 reserves for oil are sufficient to meet

11 current production for 53 years.  For natural

12 gas, it is 56 years.  For coal, it is over

13 100.  So, again, it is not a constraint on the

14 resource availability.

15             But, then, we asked ourselves,

16 well, so does that correlates with where the

17 production is?  And it turns out the answer is

18 yes, but there is a negative side in the

19 relationship.

20             And to make that more clear, we

21 have color-coded this.  So, what we are

22 looking at here, for each region or each
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1 continent, we are looking -- the first bar is

2 what share currently of proved reserves are

3 accounted for by that region.  The second bar

4 is what share of production in 2030 of oil and

5 gas is accounted for by that region.  And the

6 color-coding is blue is a region that exports

7 energy today, and beige is a region that

8 imports energy today.  And a very clear

9 pattern emerges.

10             That pattern is that, basically, if

11 you have to pay somebody else for your energy,

12 you have a tremendous incentive to maximize

13 the efficiency at which you produce your own

14 domestic resources.  So, globally, the

15 importing regions today account for 16 percent

16 of proved reserves.  But, in our outlook, by

17 2030, they account for 38 percent of

18 production.  For North America, it is 10

19 percent of global reserves, but 22 percent of

20 production.  So, there is a very clear pattern

21 of energy exporters systematically

22 underproducing on their endowment and the
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1 energy importers more efficiently developing

2 their resources.

3             The next bit that we can tease out

4 is what it means for import dependence.  So,

5 the way to read this panel on the left is, I

6 am showing you the volume of imports or

7 exports.  Above the line means that you are a

8 net exporter of that fuel; below the line

9 means you are a net importer.  And again, we

10 are looking at it in 20-year increments: 

11 1990, 2010, and 2030.

12             So, you can see in our outlook,

13 China 20 years ago was a net exporter of

14 energy, essentially, self-sufficient, and

15 then, huge growth of imports.  In fact, by

16 2030, China is importing about 80 percent of

17 its oil and is the biggest importer of oil in

18 the world by far.  But, in the aggregate,

19 China by 2030 will be importing as much energy

20 as Europe is as a whole.

21             The import dependence ratios are

22 slightly different.  Europe will be importing
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1 90 percent of its oil and 80 percent of its

2 gas by 2030.

3             And then, here is the United States

4 going in the opposite direction.  You know, we

5 have talked earlier about the U.S. being a

6 small net exporter of natural gas.  It is

7 actually already a small net exporter of coal. 

8 And import dependence for oil falls by 70

9 percent.  When we add it all together, in our

10 outlook the U.S. is 99 percent self-

11 sufficient.

12             I deliberately don't use the word

13 "independent," by the way, because these are

14 still global markets and we are still

15 connected, but there are still significant

16 benefits to it, one of which is shown on the

17 righthand side.

18             So, in 2011, oil by itself, imports

19 represented 60 percent of the U.S. trade

20 deficit.  So, here's my question:  when 60

21 percent of your trade deficit goes away, what

22 might it mean for the exchange rate?  Now that
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1 is one of the things we are trying to think

2 through.

3             So, here what I am showing you is

4 imports of energy relative to the size of the

5 economy.  And again, in the U.S., it goes

6 essentially to nothing.  On the other hand,

7 you can see that both Europe and China remain

8 much more dependent on energy imports relative

9 to the size of their economy.

10             But, remember, I said earlier that

11 China and Europe are importing the same amount

12 of energy?  And yet, the burden of that on

13 China's economy is not nearly as large as

14 Europe's because their economy is growing

15 faster.

16             By the way, we can do this for

17 exporters as well, and that is explored in

18 more detail in the global market outlook that

19 is available.

20             So, next up, we can also use the

21 data in our outlook to develop projections for

22 CO2 emissions from energy consumption.  This
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1 is not an exhaustive survey of climate, of

2 greenhouse gases, not even for CO2.  It is

3 only CO2 from energy.

4             But, on that basis, here is the

5 picture:  U.S. overall CO2 emissions have

6 already been declining.  In our outlook, they

7 fall by about 10 percent, partly offset in the

8 North American context by growth in Canada

9 and, of course, for the world as a whole CO2

10 emissions continue to grow.  After all, this

11 is a global challenge.

12             In our outlook globally, energy

13 demand grows by 36 percent, CO2 grows by 26

14 percent.  That is to say, it doesn't grow as

15 fast as energy.  The carbon content of the

16 world's energy mix is lightening up, as

17 natural gas gains and market share and

18 renewables gain market share from coal, in

19 particular, globally.

20             For the U.S., we have already

21 talked about the drivers of it.  You know,

22 falling oil and coal consumption and rising
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1 natural gas and renewables.

2             Now, remember earlier I showed you

3 the picture of a big gap opening between

4 growth of the economy and energy consumption? 

5 We do see a gap opening between energy

6 consumption and CO2, but not a huge gap like

7 we saw for energy efficiency, you know, for

8 the relationship between energy and the

9 economy.  Why is that the case?  Why do in one

10 case do we see a huge gap opening and in the

11 other case we don't?

12             To me, the answer is pretty clear. 

13 The reason why there is a huge gap opening

14 growth and energy, the reason why we are

15 becoming so much more efficient is because

16 energy is expensive.  The reason why we don't

17 see such dramatic progress in our outlook on

18 the CO2 front is because carbon, by and large,

19 is not expensive.

20             So, let me wrap up then.  So, at

21 the end of the day, for North America, for the

22 U.S., and for the world as a whole, I would
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1 argue that this is an optimistic outlook

2 inasmuch as we believe that the world can have

3 the energy it needs to fuel continued economic

4 growth.

5             And what is it that makes us reach

6 that conclusion?  Well, it is because we see

7 competition driving innovation, both in the

8 efficiency with which energy is used and in

9 the development of new sources of supply.

10             Does that mean that policy doesn't

11 matter?  Of course, it matters.  Policy

12 matters because government sets the rules and

13 monitors the competition.

14             Now there are plenty of challenges

15 out there still, whether it is energy security

16 or climate change.  But I think that

17 observation that smartly overseeing

18 competitive processes can drive innovation and

19 lead to efficient solutions is a big, fat hint

20 about, when the time comes to deal with these

21 remaining challenges, how to come about them.

22             Let me wrap up by saying that I
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1 have left the websites there.  Much of this is

2 available.  In fact, Jeff, you can actually go

3 to our website and watch a video of our CEO

4 and Christof Ruhl talking about both the

5 outlook and the statistical review, the

6 backward-looking data.  If you are a pointy-

7 headed nerd like me, you can download Excel

8 spreadsheets.  You can watch our YouTube

9 video, and you an follow us on Twitter.

10             So, I hope that it is useful

11 context for you, and I hope that I haven't

12 yammered on so long that I haven't left time

13 for conversation.  I am happy to take more

14 questions if you have time and interest.

15             Thank you very much.

16             (Applause.)

17             CHAIRMAN TAHAMTANI:  Thank you,

18 Mark.  A great presentation.

19             And if I heard you correctly, a

20 couple of times you actually complimented the

21 government.

22             (Laughter.)
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1             MR. FINLEY:  I did, and I think

2 that that is actually an important

3 observation.  I mean, the U.S. is an example

4 in many ways of how things work right and the

5 way they should.  How often do we get to say

6 that these days?

7             But if you look at the objective

8 data, U.S. emissions of CO2 have fallen,

9 domestic production of energy is rising,

10 domestic consumption is basically flat in our

11 outlook.  You know, people are becoming much

12 more efficient in the way they use energy,

13 switching to the cheaper fuels, switching to

14 lower carbon sources of energy.  You know, we

15 have demonstrated a track record of innovation

16 through markets and competition.  So, I think

17 that that is actually an important

18 observation.

19             CHAIRMAN TAHAMTANI:  Well, again,

20 thank you.  We are not used to hearing that. 

21 Let the record show --

22             (Laughter.)
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1             We have got a couple of minutes for

2 a couple of questions from the Committee

3 members.  Any questions for Mark?

4             MEMBER DRAKE:  Mark, I am

5 particularly curious about China and some of

6 the assumptions that you make about China. 

7 You know, on your slide 10, you show current

8 resources.  They have huge, billions of tons

9 of oil equivalent.

10             MR. FINLEY:  Right.

11             MEMBER DRAKE:  Yet, their

12 production rate is almost zero.  And, to me,

13 that is kind of illogical.  I mean, for them

14 to become so dependent and their economy to

15 become so dependent on importing when they

16 have resident resources, it seems that there

17 would be huge economic motivation for them to

18 develop the infrastructure or to bring in

19 people from other countries to help them do

20 that.

21             MR. FINLEY:  Right.

22             MEMBER DRAKE:  Why the lag?
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1             MR. FINLEY:  Well, I think it is a

2 fair question.  I guess I would say we do

3 expect to see China producing significant

4 volumes of shale, gas, and oil, but not 5

5 million barrels a day, like in the United

6 States in our outlook.  It is a million, a

7 million-and-a-half barrels a day maybe.  So,

8 it is material.

9             Partly, it is a judgment about how

10 these resources can be developed and what is

11 the above-ground consideration.  So, for

12 example, when we briefed this, the global

13 version of this in Beijing, the government

14 officials kind of say, "Yes, concept, we've

15 got the concept, competition.  So, here's what

16 we have done.  This part of the country goes

17 to National Company No. 1.  This part of the

18 country goes to National Company 2.  This part

19 goes to National Company 3.  So, we have set

20 up competition."

21             But, in each of those, you know,

22 then, National Company No. 1 found that the
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1 resource was in the mountains in difficult

2 terrain.  And another one found that the water

3 rights were difficult to get at.  A third one

4 found that there was a local coal company that

5 decided that it wanted to be in on the game,

6 too.

7             So, having the resource is only

8 part of the challenge.  Having the right

9 combination of a rig fleet and a competitive

10 industry, and the right set of incentives are

11 also important parts of it.

12             We could be wrong.  One of the

13 values of doing something every year is you

14 get to go back and see where you were wrong

15 and fix it.  But, at least for right now, it

16 looks to us that, while China has the

17 potential to be a significant producer, it

18 doesn't look likely to be replicated on the

19 scale and pace that we saw here.

20             By the way, the Chinese government

21 for many decades insisted on being self-

22 sufficient.  I showed you the data of how
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1 China was self-sufficient in 1990.  In the

2 mid-1990s they made a strategic change of

3 policy, and they said, "We realize that we are

4 hindering our economic development by

5 insisting on being self-sufficient.  Better to

6 import energy and grow the economy than be

7 self-sufficient and slow the pace of our

8 development."

9             And in the 15 years since then,

10 China has gone from being self-sufficient to

11 being the second biggest oil importer in the

12 world, and their economy, you know, their

13 economic performance over that period speaks

14 for itself.

15             MEMBER FEIGEL:  First, I would like

16 to thank you for the presentation.  It is very

17 insightful.

18             Would you care to comment any

19 further on the U.S. self-sufficiency-versus-

20 energy-independence conundrum?

21             MR. FINLEY:  Right.  So, to our way

22 of looking at it, these are global markets. 
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1 So, for example, even if the U.S. didn't

2 import any oil, if something went wrong in

3 another part of the world, the price of oil

4 would go up, and it would go up for everyone.

5             You have seen, for example, the

6 United States, even while there are regulatory

7 restrictions on exporting crude oil, there

8 aren't those restrictions on exporting refined

9 products.  And in the last five years, the

10 U.S. has gone from being one of the biggest

11 importers of refined products in the world to

12 being one of the biggest exporters.  That is

13 to say, as our own domestic demand has fallen,

14 our refineries have been able to be

15 competitive and keep in operation by becoming

16 exporters.

17             So, I think that that part of it,

18 the energy independence, I mean we are

19 dependent.  None of us is independent.  If

20 Japan had truly been an island when it comes

21 to energy, think about how much more difficult

22 the impact of the tragedy at Fukushima would
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1 have been, if Japan hadn't been able to reach

2 out to the rest of the world to import oil,

3 gas, and coal to offset the closure of their

4 nuclear plants.

5             Now does that mean I don't think

6 that there is value in becoming more self-

7 sufficient?  That is not true.  You know, it

8 impacts the trade deficit.  It creates jobs,

9 expands the tax base.  There's lots of good

10 reasons why we should strive to increase

11 domestic production and to improve our self-

12 sufficiency.

13             But, at the same time, I think it

14 needs to be nuanced by recognizing that it is

15 still a global marketplace and we are all at

16 the end of the day connected, and that that

17 is, by and large, a good thing.

18             CHAIRMAN TAHAMTANI:  State your

19 name for the record and ask the question.

20             MEMBER PIERSON:  Craig Pierson,

21 Liquids.

22             You might have said, and I might
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1 have missed it.  As you were forecasting the

2 growth in renewables, was that based on

3 economics or was it based on a prediction of

4 public policy?

5             MR. FINLEY:  Both, actually.  So,

6 we do believe that renewable forms of energy

7 -- for example, wind and solar energy -- will

8 continue to improve their ability to compete

9 at scale by driving costs down.  We have seen

10 that dynamic already playing out.

11             But we also believe that the policy

12 environment will remain supportive, you know,

13 both in terms of -- maybe less so in terms of

14 outright subsidies in the face of budget

15 constraints, but more so in terms of portfolio

16 standards and requirements like that, that we

17 are seeing, for example, both in

18 transportation and in many states in power

19 generation.

20             And again, we do believe that

21 policy will evolve in the direction, either

22 through more regulation or more legislation,
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1 to increasingly begin to deal with the

2 challenge of climate change as well.  So,

3 there is additional policy push in our outlook

4 from that assessment as well.

5             CHAIRMAN TAHAMTANI:  Thank you.

6             I want to take a few minutes away

7 from Jeff's presentation and offer the public

8 a couple of minutes, if you have any

9 questions.  You have to walk up there and

10 introduce yourselves.  So, who is the bravest

11 one here?

12             (Laughter.)

13             I see none.

14             (Laughter.)

15             Our next presentation is by Jeff on

16 the state of pipeline safety.

17             MR. WIESE:  All right, if you will

18 allow me, just because I know Mark has to

19 catch a plane, I just wanted to take a moment

20 to thank him and thank BP for allowing him to

21 come over, and to commend the presentation by

22 Christof Ruhl.  And I didn't realize that was
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1 recorded up there, but very interesting and

2 particularly the global dynamics.  Christof's

3 presentation I think really highlights those

4 a lot.  We asked Mark to focus a lot on the

5 U.S. here.

6             But, at any rate, Mark, thank you

7 so much.  I really appreciate your being here.

8             (Applause.)

9             MR. FINLEY:  Thank you for the

10 invitation.  Yes, thank you again for your

11 service, and I wish you all a productive

12 meeting here.

13             MR. WIESE:  Okay.  Thanks.

14             Okay.  So, bear with me. 

15 Hopefully, this won't go into sleep mode while

16 I am doing it.

17             Unfortunately, Jeff was in a full-

18 day workshop yesterday and didn't fully get

19 done his presentation.  So, what he is doing

20 is reading it off his iPad and editing down,

21 so that I get you to a break at 10:30.

22             Massoud, I know I can count on you
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1 to get them to a break at 10:30.

2             A couple of quick comments as I

3 open up.  It is kind of a joke to call it the

4 state of the pipeline safety program; it's

5 not.  It is strictly just sort of my

6 impressions on what is going on, what is in

7 our environment.

8             I hope you will see that I think

9 there is a little bit of a logic to our flow. 

10 By bringing the presentation in about the

11 energy future, it kind of sets a little bit of

12 a backdrop for us to be talking about

13 pipelines clearly have a significant role in

14 the future.  I think you can see from Mark's

15 presentation, obviously, that is not

16 diminishing.  If anything, it is going to

17 increase.

18             A lot of these plays are in non-

19 traditional areas that aren't well-supplied by

20 infrastructure at this point in time.  We have

21 seen a fairly significant growth in pipeline

22 infrastructure.  It is controversy.  You know,
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1 it comes with controversy.  But there are pros

2 and cons to everything in life.  So, we

3 realize that job needs to be done better.  We

4 are going to do everything we can to ensure

5 that that growth is done well and that we have

6 an adequate and safe pipeline infrastructure.

7             So, my comments really will go

8 larger to what is happening in the pipeline

9 world.  I am going to just highlight a few

10 things, a few important initiatives, and then

11 yardsticks, things like metrics, which there

12 will be a fair amount of that.

13             Tomorrow we are going to spend some

14 time.  You might wonder what are these, if you

15 weren't here yesterday, you might wonder what

16 are these bizarre flowcharts up here.  Those

17 people who were here yesterday are still

18 wondering that.

19             (Laughter.)

20             But I thought we did a stellar job

21 of explaining it.  They are just not getting

22 it.  We will do it again today.
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1             (Laughter.)

2             No, it does take some time, and I

3 know some of the members here have had the

4 benefit of several presentations.  And we are

5 hoping it is beginning to make more sense now.

6 But, clearly, there are issues, and I think

7 people will want to mention those.

8             But the integrity verification

9 process will be a focus tomorrow, both the

10 data that we are using to underpin that as

11 well as our model.  We will also be talking

12 about public awareness in NPMS.

13             I will say, and I solicit your

14 input for the next meeting, there are lots of

15 important topics that we just don't have time

16 to talk about.  Whether it is emergency

17 response, where there is a lot happening in

18 that area; whether it is R&D, and there are

19 things I would love to spend time talking

20 about -- just a two-second highlight on this.

21             We have a competitive academic

22 award program that we are debuting now.  We
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1 were going to select five projects that are

2 solely focused on academic institutions,

3 trying to bring some innovation into the

4 field.  But we got so many good proposals, you

5 know, we increased the funding that we are

6 providing to that.  I really wasn't expecting

7 that.

8             And I brought people in front

9 outside to try to take a look at these

10 proposals, and they came back and have been

11 very complimentary.  So, a lot of good stuff

12 going in R&D.  I think the industry at large

13 has a big challenge in front of it to figure

14 out how we are going to adequately fund R&D. 

15 That would be worthy of a topic maybe for the

16 next meeting.

17             The only other thing I will

18 mention, just really quickly, is our day job. 

19 Really, we are talking about a lot of things

20 that aren't our day job nor the day job of my

21 state partners who are here in our inspection

22 and our enforcement programs.  That consumes
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1 the lion's share of what we do, but we, as a

2 group, tend to talk about other things.

3             So, we will have a lot of

4 opportunity to talk about things this

5 afternoon.  I know Ron is going to be talking

6 about safety management systems.  I wish you

7 had been here yesterday for Nick

8 Stravropoulos' presentation.  But, to those in

9 the crowd -- and I know I talked to John

10 Stoody and some others -- it was really about

11 SMS.  You know, he was supposed to be talking

12 to us about what has happened in PG and what

13 have they learned, but, really, what you heard

14 was safety management systems throughout that

15 whole thing.  So, I think it will tie in very

16 nicely.

17             I just have a couple of things.  I

18 am going to lead you through a little bit of

19 -- there have been some changes, and you have

20 heard about some of those at PHMSA; a little

21 bit about sort of my take on what I see

22 happening both in our environment around us,
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1 as well as the regulatory and rate model; a

2 few things about challenges, and then, a

3 little bit of a look a head.

4             I am really pleased.  This

5 afternoon Cynthia Quarterman, of course, would

6 be here normally, but she had a conflict; it

7 could not be avoided.  She will be here at

8 1:00.  Tim Butters is here.

9             (Laughter.)

10             You could be less subtle with that. 

11 I assumed there was somebody will a bullhorn

12 behind me, and there is.

13             (Laughter.)

14             Tim Butters is our Deputy

15 Administrator, and I was about ready to

16 introduce him.

17             So, if you will let me back up for

18 a second, I wanted to say we are really

19 pleased to say we have a new Secretary of

20 Transportation, as most of you have heard,

21 Anthony Foxx.  We had an opportunity to meet

22 with the Secretary.  I enjoyed that, honestly. 
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1 He is very humble.  You know, it seemed to me

2 he wants to help.  He wants advice from

3 Cynthia and her team about the things that he

4 can be most helpful on.  So, I was quite

5 impressed with that, the introduction.

6             Cynthia will be here at one

7 o'clock, and she has some remarks, too.

8             Tim, as you have seen, has just

9 come in as our Deputy Administrator.

10             Vanessa Sutherland is our Chief

11 Counsel.  I don't believe Vanessa is here,

12 although she was going to try to make it over.

13             And then, you did hear about the

14 switch with Alan and Linda.  Just for the

15 record, did I not tell you years ago that I

16 wanted to wait for a certain point and, then,

17 switch them?  I think it is better for the

18 program as a whole for them both to have a

19 holistic view of what is going on, and they

20 can make better decisions.  So, I hope you

21 will see that it is in our long-term interest

22 there.
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1             I would just remind the public,

2 because I think most of you know that our job

3 with our state partners is to regulate over

4 2.6 million miles of pipeline.  There is

5 somewhere in the vicinity of 3,000 operators

6 in that mix.  We run the gamut from some of

7 the major companies who are represented here

8 to some very small companies, including

9 literally mom-and-pop.

10             So, it is quite a challenge.  There

11 is something on the order of 130 LNG plants,

12 200 LNG tanks, about 6500 breakout tanks

13 across the country that we regulate.  So, I

14 think we have between us somewhere on the

15 order of 400 to 450 inspectors to cover all of

16 that.  So, it is quite a job.  I think that we

17 are making good progress on that.

18             I will say that, as I look at the

19 long-term trends in pipeline safety, they are

20 actually quite positive.  As my friend Carl

21 Weimer likes to point out -- and he is

22 absolutely right -- the public's impression,
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1 however, is driven by the high-consequence,

2 high-visibility events.

3             But, just statistically speaking,

4 the trends are good.  I think, in light of the

5 things that you have seen that were presented

6 by Mark Finley and others, you know,

7 consumption has been growing; mileage has been

8 growing; population near pipelines has been

9 growing.  So, it is a bit of a compliment, I

10 think, you know, to say that the risk has been

11 better managed over time.  I think that is

12 really the point.

13             2012, as I recall, if not tied, it

14 was almost a record year in terms of the

15 number of series pipeline incidents.  You

16 wouldn't know that from the debate that is

17 going on in our environment, but it is

18 important because that is the thing that is

19 probably one of the most significant measures. 

20 That is places where people get injured or

21 killed.

22             MS. DAUGHERTY:  It is a record in
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1 a good way.

2             MR. WIESE:  Huh?

3             MS. DAUGHERTY:  A record in a good

4 way.

5             MR. WIESE:  Yes.  I mean, it is a

6 record, I mean declined.  But that was after

7 some very high-visibility events.  Thanks for

8 clarifying that, Linda.

9             (Laughter.)

10             I will say in significant incidents

11 in terms of those are the incidents that are

12 just reportable.  That is what we call

13 significant.  That has largely been flat, up

14 and down year-to-year, for about the past six

15 or eight years.  You know, there are still

16 pipeline accidents happening out there, but,

17 thankfully, we are catching a lot of the big

18 ones before they happen.

19             And all this, by the way, is

20 available on our website.  So, I am not saying

21 anything that you can't readily get to on our

22 website.  Well, Carl might take issue with
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1 "readily," but it is available on the website.

2             (Laughter.)

3             And I take issue with it myself.

4             I would say I talked about 2012. 

5 As I say, for the liquids, you know, largely

6 issues relating material, well, equipment

7 failures, corrosion, and incorrect operation

8 continue to dominate there.  Gas transmission,

9 very similar; material welds; equipment

10 failure, and corrosion.

11             A point that we touched on earlier,

12 though, as you get to distribution, what you

13 will see is a much greater contribution from

14 other outside force damage and excavation

15 damage.  That is why we push the 811 campaign. 

16 That is why we are pushing states to build

17 more robust excavation damage programs.  That

18 is why we are developing enforcement rules.

19             So, just to say that, since

20 distribution accounts for roughly 2 million of

21 the 2.6 million miles, you know, excavation

22 damage prevention is critical.  And I know you
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1 all play a key role in that, and we thank you

2 for your support.

3             And it really is probably because

4 it constitutes so much of the whole, you know,

5 so many of the injuries and fatalities that

6 occur in the nation's pipeline system really

7 occur in the gas distribution.  It doesn't

8 mean they perform any worse or any better.  It

9 means that they are in proximity to people,

10 and there is so much more of it and there is

11 so much more excavation happening around

12 distribution, that it really does lead to some

13 of those negatives.

14             Okay.  So, the things that get me

15 in trouble.  I will try to moderate these

16 things, so I don't get in trouble again.  But

17 I will say, I just try to say what I mean. 

18 You know, I do mean these things.  I think it

19 is clear to most of the Committee pipelines

20 will be needed for the foreseeable future. 

21 you know, if Mark's presentation didn't bring

22 that home, I don't know what will.
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1             These are private infrastructure

2 serving public purposes for a profit.  You

3 know, that is a mouthful, but it is all true. 

4 I think the general public doesn't necessarily

5 always grasp that.

6             Other troubling things:  I believe

7 in my heart that no pipeline operator wants to

8 have an accident, clearly, and regulators

9 almost as much.  I mean, clearly, the

10 regulators don't want this.  We work day-in

11 and day-out to avoid pipeline accidents.

12             I will say -- and operators forgive

13 me -- I say you, and you alone, are

14 responsible for safe pipeline operations.  Our

15 job and my state partners' job is to influence

16 the performance of the industry and the

17 individual members there, but the operator

18 alone is responsible for safe operation.

19             I just say the regulators don't

20 have a lot of tools to work with here, and the

21 resources available to either of us is

22 unlikely to grow in the foreseeable future,
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1 given economic trends here.

2             I guess the other point that I will

3 just touch on is to say that one of the tools

4 that we do have at our disposal is regulation,

5 right?  It is a common tool for government. 

6 But the pace in regulation is glacial at best.

7             John will talk a little bit more

8 about that, and he will highlight rules that

9 you have voted on some time ago that are still

10 not out.  It is a bit irritating, but I am

11 just telling you it is not the tool that

12 perhaps it was at one point in time.

13             I believe that energy pipelines

14 have served the U.S. exceedingly well for many

15 decades, but, with a few exceptions, they were

16 largely invisible during that time.  You know,

17 that is no longer true.

18             Clearly, we have seen that

19 pipelines have emerged on the national stage,

20 for good and for bad.  They are enabling sort

21 of the domestic energy revolution that is

22 happening in the U.S., but, clearly, for a lot
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1 of other reasons, they have emerged on that

2 stage.

3             I would like to say that the

4 industry does have incredible opportunity

5 ahead of it, but they have to be very

6 judicious about not killing the goose that

7 laid that golden egg.  And I know you know

8 this; I don't mean to be preachy about it. 

9 But, clearly, with the energy future that we

10 saw that Mark said, there is a great

11 opportunity here and there is a great need. 

12 We have to be cautious about how we go about

13 it.

14             The thing I would be happy to speak

15 about at some point in more detail is I

16 believe that both the regulatory and rate

17 models for energy pipelines are damaged, if

18 not broken, and really need some serious

19 attention.  We cannot solve the problems that

20 we have quickly.  It requires a lot of parties

21 to play here, whether it is our friends in

22 NARUC, whether it is our friends in FERC.  You
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1 know, we have DOE.  We have the Coast Guard. 

2 We have a lot of people involved in this, and

3 things are just moving too slowly to get ahead

4 of them.  Yet, people demand new regulation as

5 the only tool.

6             So, the price of failure for

7 operators -- I know they know that -- is

8 rising.  We heard from Nick Stravropoulos from

9 PG&E yesterday at our IVP workshop.  I think

10 Nick made that point pretty clearly.

11             So, other things to say about here:

12             Clearly, we have still one of the

13 age-old challenges -- I have been working on

14 public awareness now for, I don't know, 12

15 years.  You know, we built with the industry

16 the first standard on public awareness.  I am

17 not sure how much further ahead we are on this

18 notion that we have a terribly underinformed

19 populace that are highly dependent on fossil-

20 fuel-fed, overly-lean energy supply chain.

21             You know, the industry has had to

22 lean at the supply chain to manage the
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1 economics of it.  It is harder for that supply

2 chain to take a hit.  You know, we will see

3 that, and some of us have been talking about

4 hurricane preparedness, and some of us have

5 been through those hurricanes.  And I know

6 some of the operators in this room clearly

7 have.  I am sure that every one of us, every

8 time you see a tropical storm, you kind of

9 hope it skitters off and goes away, you know,

10 for many reasons, but the supply chain is one

11 of those.

12             The public's growing, probably

13 deservedly so, they are growing intolerant to

14 risk, but they are also highly rate-sensitive. 

15 I know that the people in FERC and NARUC know

16 this probably more so than I do.  It is

17 difficult for states to move rate cases now,

18 and it is difficult for FERC.  The industry

19 doesn't want to go in for a rate case for a

20 million reasons.  So, anyway, these are

21 reasons why I am saying these factors kind of

22 shape our environment.
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1             The political atmosphere in this

2 country, I don't think I have to suggest to

3 you, is fairly polarized.  You know, the

4 debate is polarized.  We get a lot of

5 mudslinging.

6             You know, the exchange of

7 information at internet speed with very little

8 editorial control -- blogs tend to take off

9 now and are dominant.  People say things in

10 blogs.  They say whatever they want, and there

11 is a lot of reaction to what people who don't

12 have to prove their case can say in a blog. 

13 So, it is just shaping -- again, it is

14 backdrops.

15             Fiscal impacts are real; I will

16 tell you that.  PHMSA is feeling that.  We are

17 reacting to it.  I am really happy to say that

18 Cynthia and Tim and others supported us

19 strongly in the fact that we are not

20 furloughing our people.  We are doing what we

21 can not to furlough them.  But that is not

22 widespread.
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1             My best friend works for the

2 Secretary of Defense.  He is off on Friday and

3 playing golf.  But he said that comes with a

4 20-percent reduction in his pay.  You know,

5 that is no small thing.  Most of these people

6 are not wealthy.  A 20-percent reduction in

7 your pay is significant.

8             Unfortunately, if this stuff keeps

9 up over the long-haul, it is going to make it

10 a very unattractive place for people to work. 

11 It is hard enough to get people in Washington

12 as it is or to make them stay, once they come.

13             (Laughter.)

14             So, at any rate, other things:  I

15 will just quickly -- I am not going to spend

16 too much time on my views on why the

17 regulatory model is broken, although I am

18 happy to talk about that, if you would like,

19 and the rate model.  But these really do

20 require a lot of attention on our part.

21             Our world has been shaped -- and

22 Linda is going to come up after we get through
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1 with break -- I'm monitoring my time -- and

2 talk to us about some of the fallout from

3 these.  But, as we all know, there have been 

4 high-consequence accidents in 2010 and 2011. 

5 I don't need to go into those, short of the

6 fact that I would say, as Linda will point out

7 ad nauseam, the fallout from that was

8 significant.

9             We have a lot of work before us. 

10 We have talked about that a little bit before. 

11 But she will highlight that.

12             I think that we and the states have

13 realized or revealed some rather gross

14 inadequacies in some of the operators'

15 knowledge of their system.  We did spend time

16 talking about that yesterday, as the

17 foundation of risk management is knowing your

18 system and not making assumptions about your

19 system.  So, you will hear me harp on that a

20 lot.

21             The public generally does not

22 differentiate amongst pipelines.  It is silly
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1 because I think we understand market

2 differences here, but the public, when we talk

3 to them and the Congress, Alan and I and

4 others have been up talking to the Congress

5 about a couple of pipeline failures, they

6 don't differentiate even a lot.  You know, it

7 is a pipeline accident and it has got a lot of

8 attention.

9             I will say that Congress has given

10 us a lot of work to do, and Linda will

11 highlight that, but they have given us very

12 little help.  Then, they cut our budget.  So,

13 it is a bit of a challenge in that.

14             The aging infrastructure issue is

15 more complex than that, obviously.  And I

16 think the operators know that and people who

17 have been in this world know that it is not as

18 simple as saying it is an aging

19 infrastructure, but it is also a factor. 

20 Clearly, in some cases age is important, and

21 the work that is done by the operators is

22 important.
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1             And I did highlight in my own notes

2 to myself to say that it is a bit of a

3 challenge to recruit staff and retain them. 

4 We just lost about of our senior engineers the

5 other day who, basically, just, like some

6 other people, doesn't want to live here.  You

7 have to live so far away from your job in

8 order to have decent housing, that they are

9 doing an hour-and-a-half, two-hour commutes

10 each way.  You know, who wants to do that? 

11 Eventually, you find a different job.

12             I am just saying, as a regulator,

13 I wanted you to understand it is difficult for

14 us to attract talent, and particularly when

15 the industry is taking off, I think, and there

16 are good employment opportunities out there. 

17 As I remind Nick Stravropoulos all the time,

18 I think he has hired five of our people.

19             (Laughter.)

20             He is our favorite guy for some

21 reasons, and not our favorite guy for some

22 other reasons.
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1             You know, there is a lot happening

2 at the state level, and we can get into that. 

3 My friends from the states here can talk about

4 that.  But a lot of the states have been

5 making progress in innovative rate-recover

6 mechanisms which, while not the answer, do

7 help.  You know, they help us accelerate what

8 we and the Secretary have been saying for a

9 long time.

10             Secretary LaHood, who is now gone,

11 you know that he issued sort of a challenge to

12 the industry and to the regulators alike to 

13 accelerate repair, rehabilitation, replacement

14 of the infrastructure.  And I would like to

15 say that we made good progress during his time

16 in office together.  It is not just us.  We

17 are working our angles, but you have been,

18 too.

19             The states have also been beefing-

20 up enforcement authority in important areas,

21 too.  Excavation damage prevention, which we

22 will touch on some more in a bit, and I am
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1 thankful for that.

2             I am sitting next to, I think, a

3 gentleman who has run one of the better state

4 programs for many years.  I am very pleased. 

5 That is why I asked him to sit here.  Plus, I

6 know he can keep me on time and not going too

7 far.

8             (Laughter.)

9             You will see, as Linda talks to you

10 this afternoon, that we have made a lot of

11 progress, chipping away at the mandates and

12 recommendations, despite all of that.  And we

13 have been spending a little bit of time on

14 things we really want to spend time on,

15 whether it is safety management systems that

16 Ron is heading up, safety culture, better

17 data, integrity management improvements.  So,

18 a lot to be talked about.

19             I am not going to cover some of the

20 mandates because Linda will get into that, but

21 I remind you don't over-obsess on that because

22 in our day job we in the states are still
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1 carrying through some very important

2 initiatives, whether it is distribution

3 integrity, control room management, the

4 ongoing damage prevention programs that we do,

5 land use planning.

6             Carl, we have the PIPA

7 Communications Team in town.  I think this is

8 Rev 3 in the PIPA Communications Team.  But we

9 have made some good progress there.  They are

10 trying to embed things within FEMA's structure

11 that I think will mean more to communities. 

12 So, good progress, but a lot of work.

13             Public awareness, emergency

14 preparedness with drills, training, progress

15 in 911.  You know, we have got both Lanny and

16 Tim here.  So, if anyone wants to ask

17 questions on that, we can.

18             John will cover what is in our

19 hopper from a regulatory standpoint.  I am

20 pleased to say that we have a number of them,

21 as he will point out to you, that are past us. 

22 You know, they are past PHMSA.  So, it is just
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1 other things.

2             We have made good progress as well

3 on reports.  We had a lot of reports that came

4 out of that reauthorization, and we have

5 gotten a lot of those done.  So, we will

6 highlight some of those, probably Linda as

7 well.

8             I will largely close my remarks --

9 I am not sure where I am in time; I am almost

10 on the money -- to say, despite all those

11 challenges -- and forgive me for laying that

12 all out; I thought it was good backdrop for

13 what we are going to hear coming forward -- 

14 despite all those challenges, I think there is

15 good progress being made.

16             You know, 2012 to be a record year

17 in terms of serious accidents, I think that is

18 very important.  Again, you will hear bits and

19 pieces of things getting done.  Nobody is

20 issuing a report card, and we are constantly

21 challenge ourselves to do more.  But I do

22 think we should take a little time out every
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1 once in a while to realize good progress is

2 being made.

3             We will spend a lot more time

4 talking about elements like safety management

5 systems and safety culture, and why we think

6 those things are important and why we think

7 that, as we warm up to Integrity Management

8 2.0, as we call it, is important.

9             And we continue to keep a focus on

10 construction QA and QC issues for obvious

11 reasons.  If the infrastructure is going to

12 grow as it is projected, I think that that

13 will be crucial.  So, I think, in summary, my

14 sort of take on the whole thing is I do

15 believe that there is a bright future ahead

16 for pipelines, both in terms of an opportunity

17 for the operators, but also in terms of

18 progress that we are making together with your

19 help, a lot of your advice.

20             You know, we are shaping our

21 initiatives there and, hopefully, where we

22 spend our time.  I do caution, of course, that
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1 the cost of failure for those who don't is

2 rising quickly.  Again, I harken back to

3 Nick's comments and the kinds of finds that

4 they are getting in California now.  You know,

5 there was missed-leaked things, and it was $17

6 million on a missed leak, which was discovered

7 by their own company, you know, self-reported.

8             So, the cost of failure is rising. 

9 Government is not always the answer.  I do

10 believe the industry does a lot to shape its

11 own future.  And so, that is needed more than

12 ever, given some of the challenges I have laid

13 out.

14             But we will keep working at it.  I

15 know that, with the new Secretary, I hope that

16 some of your stakeholder groups will have the

17 opportunity to engage with the new Secretary,

18 reach out to him.  He seems very interested,

19 and he knows a bit about it, being a mayor

20 from Charlotte, North Carolina.  So, he is

21 already familiar with gas distribution for

22 sure and probably a lot more beyond that.
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1             So, that is all I have.  I am

2 certainly happy to take any questions, but it

3 is your call.

4             CHAIRMAN TAHAMTANI:  Before we do

5 that, I would like to welcome our member for

6 the Gas Committee, Commissioner Gardner, who

7 came in late.

8             Thank you for being here.

9             Any quick question for Jeff?

10             (No response.)

11             If not, you said give them half an

12 hour; I'm going to give them 15 minutes.

13             (Laughter.)

14             MR. WIESE:  Okay.  I was generous;

15 he's tough.

16             CHAIRMAN TAHAMTANI:  All right. 

17 Fifteen-minute break.  Be back, especially the

18 Committee members, right on time, so we can

19 start.

20             (Whereupon, the foregoing matter

21 went off the record at 10:28 a.m. and went

22 back on the record at 10:48 a.m.)
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1             CHAIRMAN TAHAMTANI:  All right. 

2 Our next speaker is Linda.  You all know

3 Linda.

4             Thank you for being here from

5 Kansas City, or wherever you live now.

6             MS. DAUGHERTY:  Sorry I didn't

7 bring barbeque for everybody.

8             CHAIRMAN TAHAMTANI:  So, it is all

9 yours.

10             MS. DAUGHERTY:  All right.  Well,

11 good morning, everybody.

12             We had a great start, I thought,

13 this morning with the perspective on energy

14 throughout the country.

15             The one thing I wanted to ask, but

16 I didn't ask, I wanted to say, "So, all of

17 these changes in U.S. energy, what does that

18 mean about pipelines?  What does that mean to

19 pipeline infrastructure?"  Because the

20 pipeline is going to be built.  We are going

21 to transport some of this by rail.  This could

22 be interesting.
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1             But I thought he provided a very

2 interesting perspective about the challenges

3 and opportunities that lie ahead.  So, why am

4 I talking about that?

5             My job here today is to talk about

6 mandates and recommendations.  But, to put in

7 perspective, stop for a moment and think about

8 where we are coming from.  We have got a whole

9 lot of work ahead of us.  We have a lot of

10 opportunities.  But very important to our

11 success -- and when I say "success," every

12 stakeholder involved in energy transportation

13 and pipeline infrastructure -- very important

14 to that is public perception that we are doing

15 our job.

16             Well, I started in the industry way

17 back -- I feel old when I say this -- a while

18 back, when the API pipelines were Quiet Steel. 

19 Nobody needed to know they were there because

20 they were safe, secure, reliable, and they

21 supplied everybody's needs.

22             And he is telling me he can't hear
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1 me.  Can you hear me?  Now I am going to start

2 singing.  That ought to be scarey from

3 everybody.  Jeff's going, "No."  He has heard

4 me sing, I guess.

5             (Laughter.)

6             So, we have a definite need to show

7 the people whose trust we carry that not only

8 can the industry safety operate pipelines, and

9 the regulators do their job assuring that the

10 companies are compliant and safely operating

11 their pipelines, but we have to show greater

12 confidence.  We have to help the public know

13 that we are on the job.

14             So, a few years ago, we all know

15 about the horrible string of accidents that

16 occurred.  I am not going to recount that.  We

17 have done that over the last several years.

18             But I will say the resulting

19 fallout were a whole lot of congressional

20 mandates.  I will tell you that my little

21 agency was subject to something like seven or

22 eight audits by the Office of Inspector
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1 General, by the General Accounting Office, by

2 our own internal review, and those resulted,

3 also, in recommendations to us.

4             The next few tables I am going to

5 run through is kind of agonizing.  When I put

6 them together last night, I thought, oh, God,

7 I don't think I can spend an hour walking

8 everyone through all of these, but I am going

9 to do it.  I want to give you a perspective of

10 what we are up against and what we have

11 accomplished and what is on the plate.

12             Also, keep in mind what I am going

13 to talk about here over the next 30 minutes --

14 and I will try to go through these pretty

15 fast, pausing on important things, or

16 especially important things -- keep in mind

17 that what we, as an agency, do, we are

18 inspectors.  We are enforcers.  We develop

19 regs.  We develop policies and programs.  But

20 addressing these mandates, this is a huge hit

21 on us, but we have to do it.  Okay?

22             So, when we propose ideas and we
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1 say we need your help, like yesterday at the

2 workshop, we proposed a process for integrity

3 verification.  It is probably not the perfect

4 solution.  We need your comments to make it

5 better.

6             So, without further soapboxing,

7 let's talk about mandates.  We had 42 mandates

8 in the Act.  Now I know you are going to have

9 a hard time reading all of this.  The colors

10 don't come through real clear.  It looked

11 great on my PowerPoint.

12             So, what I am going to do is I am

13 going to show these.  We track every one of

14 these mandates because -- guess what? -- in

15 two years or sooner, we will be held

16 accountable for actions on every single one of

17 them.

18             The way the table is organized,

19 very quickly, these are the general categories

20 in the Pipeline Safety Act.  This is the

21 section number.  This is the mandate or

22 requirement or item.
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1             For example, this one says there's

2 no mandate, but things are "should".  If there

3 is a "should" in there, that pretty much means

4 we need to address it.  We can't blow it off. 

5 There is no deadline, but we still need to

6 address it.

7             There are other instances where you

8 will see the word "may".  That means we may or

9 may not be taking action on it.  Okay?

10             So, let's run through these real

11 quick.  Also, generally, green, that is good. 

12 That means a checkmark.  Jeff says yes, okay? 

13 And keep an eye on the greens.  The greens are

14 showing you actions that we have completed. 

15 The yellow means actions that are underway. 

16 The red is not so good.  That means either we

17 have a missed a congressional mandate date, a

18 due date, or it means that we likely will miss

19 it.  This means things we are going to get in

20 trouble for.  We know that, but sometimes you

21 cannot move faster than you can move.

22             So, let's talk real quickly about
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1 these.  You will see the administrative

2 enforcement civil penalties show up in a

3 couple of other places.  It has to do with

4 updating our enforcement procedures.  We do

5 have rulemaking that is on track.  John will

6 talk more about that.

7             Also, I went through this table,

8 and I took out specific rulemaking

9 information.  We use a table very similar to

10 this for internal tracking.  I wasn't sure

11 exactly what I could say on rulemaking.  John

12 will speak to those.  He is grinning over

13 there.  He will say what we can say about

14 these different items and tell you where we

15 are.  So, if it says rulemaking, it means that

16 either we have it already in process or we are

17 proposing to do it.

18             So, damage prevention.  Incorporate

19 into PHMSA's grant program new standards for

20 state programs, such as no state and local

21 exemptions.  That is done.  We met the date.

22             This one here, this one might be of
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1 interest.  Conduct a study and report to

2 Congress on the impact of excavation damage on

3 pipeline safety.  We did a workshop in March. 

4 We have a report.  We are going to meet the

5 date.  That will probably -- I don't know,

6 Jeff, if that will go out for public comment

7 before; it will definitely be made available

8 afterwards.  All of these reports will be

9 issued from the Secretary to Congress, if we

10 have a report-to-Congress item.

11             Valves.  Many of you are aware of

12 the valve study we did.  Congress said require

13 the use of automatic or remotely-controlled

14 valves on transmission pipelines by January

15 3rd of 2014.  We do not think it is possible

16 for us to meet that date, unless John can work

17 some magic.  Rick laughs.

18             So, what we have done is we have

19 done a study.  What we did do is we did a very

20 thorough study.  We contracted that out.  We

21 had a workshop.  We are getting comments.  We

22 want to do the right thing.
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1             Rather than rushing to meet a

2 mandate date and just throwing something out

3 there, we wanted to make sure we were

4 thoughtful and do the right thing.  So, for

5 this particular item, we did a study.

6             Now, later, you will see on this

7 list a study about leak detection.  We did a

8 study on leak detection.  We are going to

9 combine a possible rulemaking considering both

10 the valve issue and leak detection, and it

11 would basically come together on operators'

12 response to incidents.  We are trying to

13 combine both the learnings.

14             Expansion and class location

15 replacement, we have to do an evaluation.  We

16 missed the due date, but we did have the 60-

17 day Federal Register notice asking people for

18 comment.  That has already gone out recently. 

19 And we are planning to do a workshop either

20 later this year or early next year.

21             Okay.  So, rather than go through

22 every one of these, I am going to move quick. 
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1 If you see one, stop me.  By the way, the

2 members of the Committee will have this chart. 

3 So, you can look at it at your leisure, and

4 then, send comments to us via Cheryl.

5             This is the study.  We are not

6 going to make this date because we didn't make

7 this date.  Okay?

8             We are developing guidance on how

9 operators can request an extension by six

10 months of their seven-year reassessment.

11             The Oil Facility Response Plans, we

12 are working on that, but I can tell you -- and

13 Alan may want to speak to this -- we are

14 making significant changes to our review

15 program.

16             MR. MAYBERRY:  That will be talked

17 about later, too.

18             MS. DAUGHERTY:  Okay.  Okay, good. 

19 I won't.  Okay.

20             Focus on the green, and there is a

21 lot of green on there.  That is good.  That

22 means we are on track.  We have completed.  If



202-234-4433
Neal R. Gross & Co., Inc.

Page 113

1 there is green in this column, this means we

2 are done.

3             Amy Nelson is going to present to

4 you all how we are going to update the NPMS,

5 the Mapping System.  That is on track.

6             As far as emergency response

7 outreach, we have a vast program that we have

8 been working with the help of Tim Butters and

9 various other folks, the industry as well.

10             Cast iron.  How many of you are

11 aware of the online cast iron information that

12 we have put up on our website?  You can go in

13 -- Jeff knows; a few of you know -- if you

14 want to see how much cast iron is in your

15 state, you can find it.  You can also see how

16 much it has been declining over the last

17 several years.  It is up there.  We did this. 

18 Rather than submitting a report every two

19 years to Congress, she just developed an

20 online system, and they can check it.  It is

21 taken off of annual reports.

22             Getting tired of these charts? 
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1 There's a lot more to come.

2             Again, keep in mind, these are all

3 the different things we are working on.  They

4 are very diverse.

5             Leak detection.  I mentioned the

6 report we did.  We have done the study.  We

7 relayed it to Congress.  We are working up a

8 proposed rulemaking with the valves.

9             This one here, revised regulations

10 to require telephone reporting no later than

11 one hour following confirmed discovery.  This

12 was a direction by Congress.  We have to do

13 it.  We have missed the date.  But we did

14 issue an Advisory Bulletin by January 30th

15 this year.  And John can speak to where we

16 might be covering that in proposed rulemaking.

17             And more.  On these items like

18 here, where it says "under consideration," it

19 says this has to do with PHMSA "may" --

20 remember, I told you about "may"; this is a

21 you don't have to, but you can -- we may

22 collect other information for the NPMS.  We
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1 are evaluating whether to do it.  If it is a

2 "may," we don't feel like there is a hard two-

3 year ticker.  Okay?

4             Cost recovery for design reviews,

5 so those really big projects.

6             Of course, I could skip over this,

7 but I think I probably should mention it, the

8 Dilbit Report submitted to Congress.  We met

9 the date.

10             More requirements.  Non-petroleum

11 hazardous liquids.  Grant waivers of the --

12 this has to do with the state programs.  We

13 have already implemented that through our

14 state program.

15             Gathering lines.  This is one I

16 want to mention to you.  We have a draft

17 report which talks about existing federal and

18 state regulations for all gathering lines and

19 exemptions.  That report is drafted.  It is

20 going through internal review.  So, we are

21 about done with that one.  I am sure that will

22 be of interest to certain folks here.
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1             John will talk about excess flow

2 valves.

3             Okay, this is a big one, the MAOP

4 verification.  Section 23 is probably one of

5 the meatiest portions of the act.  It has to

6 do with confirming MAOP.

7             Now a lot of folks will say, "Well,

8 gee, this is MAOP.  This is just gas

9 transmission.  Why are you even thinking about

10 the liquid companies?"  It is because we are

11 trying to be consistent.  Good for the goose,

12 good for the gander.

13             If we have grandfather issues on

14 the gas lines, we need to be looking at them

15 on liquid as well.  So, we have put forward a

16 lot of effort to try to come up with a

17 suitable solution that will address the IVP

18 process that we had the workshop yesterday

19 discuss this in great length.

20             And guess what?  There's more.  Are

21 you getting a feel for how many different

22 things we are dealing with?
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1             We have had recent success on the

2 limitation on incorporation by reference.  I

3 think many of you are already aware Congress

4 said you cannot incorporate by reference any

5 standard unless it is made free of charge to

6 the public on the internet.  And we have been

7 successful in getting most of the standards,

8 except for some very important ones in which

9 we hit a wall.

10             Congress recently made a change

11 where they extended the date.  I think it has

12 been finally approved or signed by the

13 President; I am not sure.  But Congress had

14 acted to extend the compliance date for that

15 particular item to 2015.  It gives us a couple

16 more years to work on the issue before we go

17 into non-compliance.  Or maybe I shouldn't say

18 "non-compliance".  Before we run into a very

19 serious problem.

20             Cover of our buried pipelines.  We

21 had to do a study.  That was sent to Congress

22 on time.
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1             Tribal consultation.  Many of you

2 probably don't know that was in there.  We

3 were required to work with tribes, develop a

4 protocol for consulting with Indian tribes to

5 provide them technical assistance.  We have to

6 do that.  We developed a policy.  It is posted

7 on our website.  We haven't had a whole lot of

8 interest in it yet, but that is very possible

9 there would be.

10             Our R&D Report, just submitted to

11 Congress.  Again, we met it.

12             Okay.  Mandates.  That was enough,

13 right?  We have 25 open NTSB recommendations. 

14 You guys can start telling me when this gets

15 painful, right?

16             Excess flow valves.  These right

17 here are old.  You can tell by the numbers of

18 the recommendation.  This is transportation. 

19 This has to do with pipe that is transported

20 in accordance with the API recommendation. 

21 These we have acceptable responses on

22 everything.
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1             Here, ERW.  You know, we have

2 invested $4.3 million on ERW issues.  That is

3 a lot of money.  It is a serious issue.  We

4 have got to figure it out.  There is no

5 telling how much the industry has also

6 invested.  Notice we have figured out we have

7 to implement actions.

8             Sharing information, specific

9 information about pipelines with emergency

10 responders.  Well, we have an ADB.  We may

11 have a little bit more work to do on this, but

12 we addressed it with an ADB.

13             Control centers and notifying 911,

14 ADB.  NENA also developed a standard to aid

15 public safety answering points to deal with

16 pipeline issues.

17             Again, this one is the leak

18 detection.  This one is a real challenging

19 one.  This is the one that prompted the leak

20 detection study.  And we have done quite a bit

21 of work on it.

22             Valves.  NTSB.  Notice the dovetail
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1 between some of the congressional mandates and

2 the NTSB requirements.

3             I am going to go through some of

4 these quicker.

5             Drug and alcohol recommendations. 

6 Hydrostatic pressure test that incorporates a

7 spike test.  Remember, we talked about this

8 yesterday at the IVP process workshop.

9             Another one.  This is hydrostatic

10 pressure testing to 1.25 to ensure stability

11 of any M&C defects.  Again, we talked about

12 that through the IVP process.

13             Then, we had a whole slew of

14 recommendations that related to assisting the

15 California PUC on their inspections, which we

16 did.  We sent our people out on seven

17 different inspections, and we are continuing

18 to do more.

19             In-line tools.  This one is really

20 interesting.  This is one you might want to

21 take a moment and read.

22             Incorporate a review of meaningful
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1 metrics.  Later, maybe later today or

2 tomorrow, Alan and I are going to talk about

3 our efforts with some data groups to look at

4 meaningful metrics.  We have asked NTSB to

5 help us figure out what they mean, and we have

6 got some good input, but it is still a

7 challenge.

8             Basically, this says start looking

9 at metrics.  Make sure that when it says

10 "auditors," that means PHMSA and state

11 inspectors.  Verify the information supporting

12 the metrics that the company is using.  Then,

13 make sure that the inspectors review all the

14 performance measures and compare it to the

15 leak failure and incident measures, to the

16 operators' risk model.  It sounds simple, but

17 it can be very involved.

18             And this is the real kicker.  Many

19 people have missed this one.  Setting

20 performance goals for pipeline operators at

21 each audit.  That means, as an inspector, I

22 will have to have an individual performance
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1 goal for every inspector that I inspect, and

2 then, I will have to evaluate the operator's

3 progress in meeting that goal at the following

4 inspection.  That is tough.  Do you know how

5 many operators we regulate?  We have some

6 potential ideas on how we might address it.

7             Integrity management.  Metrics

8 again.  Metrics on effectiveness of state

9 oversight programs.

10             Cracks.  NTSB says evaluate cracks.

11             Okay.  When Jeff is getting sleepy,

12 I know that I have got to speed up a little

13 bit.  He has only seen this a couple hundred

14 times.  We live by this.  We review this chart

15 -- what is it? -- we review it, what, on a

16 monthly basis, and we review it with Cynthia

17 on about a quarterly basis.

18             We are held accountable to these. 

19 We have to show progress on all of them.  So,

20 when you wonder why we are looking for

21 efficiencies in combining processes in IVP,

22 when you look why we aren't maybe as engaged
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1 on some other projects, it is because we are

2 trying to get all these done, and we have hard

3 timelines we have to get them finished in.

4             Discovery of a condition. 

5 Comprehensive Enbridge inspection.

6             This one I thought was interesting. 

7 It basically says there are two.  NTSB told us

8 twice to advise all pipeline operators of the

9 accident in Enbridge.  And in one, they say

10 tell them what you found about the Enbridge

11 Integrity Management Program and ask all other

12 operators to consider those issues.

13             Team training of control center

14 staff.  We haven't cracked this nut yet.  We

15 are not sure how to go forward on it yet, but

16 we are working on it.

17             OQ for control room.  Again, FRP,

18 Facility Response Plan recommendation.  This,

19 again, has to do with notifying operators of

20 the Marshall, Michigan incident on Enbridge,

21 and then, tell them what was going on with

22 their Facility Response Plan and suggest they
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1 look at ways they can adjust.

2             Okay?  Is that enough?  Are we

3 done?

4             I will tell you I reserve the right

5 to make modifications.  Nancy White, who is

6 helping us, she sent a note and she said, "Oh,

7 I don't think you used the right stuff."  So,

8 I think I have it, but I may need to make some

9 modifications and update.

10             MR. WIESE:  The only thing, part of

11 the reason for that, it changes literally on

12 like a weekly basis.  So, the edition that you

13 have and that you are going to call us on on

14 something will have changed by the time you

15 make the phone call.

16             So, I think the point that Linda is

17 trying to make to you is we are not ignoring

18 any of these things; we are actively tracking

19 them.  If you think it is mind-numbing now, do

20 it every month.  It really gets to you after

21 a while.  But there is a lot of it.

22             MS. DAUGHERTY:  There is a lot of
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1 it, and I am getting close to the end.

2             Three open IG recommendations.

3             (Microphone issues occurred at this

4 point.)

5             Am I cutting out?  Okay?

6             We have eight open GAO

7 recommendations.

8             Oh, I should mention we did have

9 four closed OIG recommendations.  Okay?  So,

10 those don't show on the list.  We have eight

11 open GAO recommendations.

12             This first one, the chart here has

13 to do with gathering lines.  Collect data from

14 operators about it.  Establish an online

15 clearinghouse related to gathering line

16 issues.

17             The second GAO audit had to do with

18 operators' response to incidents.  They gave

19 us several recommendations.

20             Improve the reliability of incident

21 response data.  Use the data to evaluate

22 whether to implement a performance-based
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1 framework for incident response times.

2             Also, to alert all pipeline

3 operators of inspection and enforcement

4 guidance.  I have to tell you I was really

5 surprised by that one, because in the report

6 they said that many operators were unaware

7 that we had extensive guidance online related

8 to these issues.  So, we have to make

9 operators more aware that it is available.

10             This is the one that is sticky for

11 us.  Share approaches used by operators for

12 making decisions on whether to install

13 automated valves.  They want us to serve as a

14 clearinghouse for operator recommendations on

15 use of valves.  I don't know that we should be

16 doing that.  So, we have reached out to a

17 couple of the trades on this one.

18             And the last audit had to do with

19 the seven year reassessment interval.  And

20 again, they want us to collect information,

21 and then, prepare a report, a pilot report, or

22 develop a legislative proposal for a pilot
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1 program.  So, quite a few different topics. 

2 No deadlines with that, but, obviously, we

3 have to move.

4             The last thing I want to talk to

5 you about -- and Jeff already touched on it --

6 was a call to action.  You know, Secretary

7 LaHood, he kicked off a call to action on

8 replacement of the high-risk pipelines.  And

9 that is still very important.  Jeff mentioned

10 a lot of this.

11             I think this is like my last slide,

12 but I did want to say that we are continuing

13 to work with NARUC and other rate-setting

14 organizations.  We hear you when you say,

15 "Hey, we can't get these pipelines replaced

16 because there is just not an incentive to do

17 it.  We can't do it financially," or whatever. 

18 So, we have been trying to communicate the

19 importance of doing that to the rate-setting

20 community.

21             Also, we have gone, I personally

22 have gone to support alternative rate-setting
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1 mechanisms within the state before like the

2 state legislatures.  And we are willing to do

3 that in states that need a little extra boost.

4             We have a new Secretary in town, as

5 Jeff said.  And I am sure he will continue to

6 support addressing high-risk pipelines

7 throughout the country.  Whether it be through

8 continuing the call to action or through other

9 avenues, know that we will continue to support

10 your efforts to address this high-risk pipe.

11             So, when they asked me review all

12 these mandates, I am thinking this is going to

13 be the most boring, tedious, difficult, but

14 the message I want to leave you -- you know,

15 normally, I like to have a little flashing

16 thing and a little excitement up here, you

17 know.  But the real issue is we have got a lot

18 on our plate.

19             You have heard us whine about it

20 now for two years, but I want you to see the

21 reality of it because it affects you, because

22 these rules will be coming to you.  These
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1 actions will be coming to you.  And we have to

2 move them.  We have a deadline.

3             And with that, thank you for your

4 patience.  I think that is it.

5             MR. WIESE:  If you will allow me,

6 I have asked for permission from the Chair,

7 and he has granted it.  I have been in a

8 couple of the Virginia State meetings, and I

9 know enough to ask for permission.

10             (Laughter.)

11             So, I just wanted to make a quick

12 point on this.  It is tedious to go through

13 these things.  I wanted to assure you that we

14 do go through it on a regular basis.  We are

15 trying to get them all done.

16             You know, I tried to highlight to

17 you earlier why.  We will be up for

18 reauthorization in two years.

19             I will point out to you that, just

20 over two years ago, we had no IG

21 recommendations, no GAO recommendations.  We

22 had six open NTSB recommendations, but they
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1 were all acceptable to NTSB and well on their

2 way to closure.  I think we have closed most

3 of those.  I think we might have had one

4 congressional mandate that was still lingering

5 around, but we had it well in hand and the

6 Congress understood that.

7             So, the point that Linda is making

8 to you, and I am just hammering the nail on

9 the head, is that this is fallout from

10 pipeline failures.  It is incumbent on us --

11 and with your help, we will -- to close these

12 items before we get into reauthorization

13 again, which is coming up, believe it or not,

14 in another couple of years.

15             So, you will see a lot of

16 rulemaking.  People wonder why.  You know,

17 "PHMSA, why are you always pushing out all

18 these rules?"  Well, they are not moving fast,

19 but we are pushing a lot of rules; they just

20 don't get out the last door.  But just telling

21 you, this is why.

22             But it is important that we close
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1 these things.  So, we are actively involved in

2 each of them.

3             I appreciate the moment to just

4 highlight that.

5             MS. DAUGHERTY:  Any questions? 

6 Rick?

7             MEMBER KUPREWICZ:  Rick Kuprewicz,

8 representing the public.

9             Just an observation.  Every

10 pipeline rupture or major event also pulls

11 PHMSA's resources because you will assist in

12 the NTSB investigations or you will perform

13 your own.  So, as you have these high profile

14 events, your resources are thinned even

15 further.

16             What I have consistently found in

17 over 40 years of investigation, it is

18 important to have a tracking mechanism.  It is

19 also important to be realistic in

20 communication and honest, as best you can,

21 understanding the need for discretion.

22             But, if it looks like you are going
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1 to fail on an important deadline, what I have

2 seen consistently, regardless if they are

3 government or corporate organization

4 decisionmakers, they don't like surprises if

5 they can avoid them, especially those that get

6 them in front of TV cameras.

7             So, the sooner you can take a

8 message that you are not using that as an

9 excuse, you're tracking -- you know, I have

10 said this in other meetings.  Track what you

11 are accomplishing and some of your track

12 record.  And if it doesn't look like you're

13 getting there, signal.  Congress isn't going

14 to like it, but the public can understand that

15 you don't have all the resources to do

16 everything.  And there is a fine line between

17 not having the resources and using it as an

18 excuse to not do the important things.  So,

19 just an observation for the record.

20             MS. DAUGHERTY:  Thank you.

21             CHAIRMAN TAHAMTANI:  Thank you.

22             Mr. Stursma?
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1             MEMBER STURSMA:  Don Stursma, Gas

2 group.

3             Did I hear you say that your

4 presentation is going to be made available to

5 the Committee members?

6             MS. DAUGHERTY:  Yes.

7             MEMBER STURSMA:  Thank you very

8 much.

9             And also, the next reauthorization

10 bill, put something in there that extends the

11 interval between your authorizations because

12 every time that bill comes up, bad things

13 happen.

14             (Laughter.)

15             MR. WIESE:  If you will allow me,

16 I just want to give a quick on that, Don, and

17 to Rick as well.  I hope you understand that,

18 when we were talking with the Congress before

19 the last reauthorization, we pointed out that

20 it is impossible to pass a final rule of the

21 size that you are talking in 18 months, let

22 alone maybe three years.
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1             So, for them to put a deadline in

2 of 18 months, their only reply is no Member

3 will support a deadline that is any longer

4 than 18 months regardless of reality.

5             So, I just tell you, when we told

6 them upfront, "We will be late on these"

7 before we begin -- so, I just am pointing out

8 there is a fair amount of effort going in

9 this.  John will touch on a lot of these

10 things some more, so you see the status of

11 them.  But it is the way it is, you know. 

12 Would love to rail against it, but it doesn't

13 change it.

14             CHAIRMAN TAHAMTANI:  Any other

15 questions from the Committees?

16             (No response.)

17             A couple of minutes.  Any questions

18 from the public?  There's one.

19             Would you stand up and state your

20 name and walk up to the microphone?

21             MS. DAUGHERTY:  I don't know; this

22 is Peter.  I don't know.
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1             (Laughter.)

2             MR. LIDIAK:  So, Peter Lidiak with

3 API.

4             So, Linda, you said that the chart

5 will go out to the members of the Committee. 

6 Is there any place this will be made publicly

7 available?

8             MS. DAUGHERTY:  The mandates --

9             MR. WIESE:  It may be a sanitized

10 version.

11             MS. DAUGHERTY:  Yes, a sanitized

12 version.  The mandate itself, all of the items

13 which -- it is not working now, probably

14 because I am pointing it the wrong direction? 

15 Oh, you switched presentations?  Well, I can't

16 back up on someone else's.

17             The first four columns is all

18 public information.  The only column that I

19 might get a little queasy about releasing

20 would be the ones that have our status,

21 because they are changing so quickly.

22             There are a lot of slides here. 
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1 This is still NTSB.  Okay, back on this one.

2             These right here, this information

3 over here, that changes I won't say daily, but

4 we get updates every week.

5             So, I would be kind of leery about

6 putting that information out, other than a

7 broad review:  we are working on it.  It is on

8 track or general ideas.  Okay?

9             CHAIRMAN TAHAMTANI:  Okay.  Thank

10 you very much, Linda.

11             Our next speaker is John, who is

12 going to give us an update on the regulatory

13 agenda.

14             John?

15             MR. GALE:  Thank you, Mr. Chairman.

16             I just want to go on record real

17 quick, tell Jeff that, you know, just working

18 in his presence is all I need to keeping my

19 job -- and, of course, Mr. Mayberry's.

20             (Laughter.)

21             MR. WIESE:  Clearly, he's been

22 studying from Zach Barrett, the master of
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1 sucking-up.

2             (Laughter.)

3             MR. GALE:  Well, it is not true

4 that I keep getting real estate information

5 from somebody that just moved to Kansas City.

6             (Laughter.)

7             MR. WIESE:  Standby; your bonus is

8 in the mail.

9             (Laughter.)

10             MR. GALE:  Well, I'm sure.  There's

11 a lot of things in the mail, I understand.

12             (Laughter.)

13             MR. WIESE:  Yes.

14             MR. GALE:  Before I get going, Jeff

15 wanted me to talk a little bit about the

16 glacial speed of rulemaking.  But,

17 occasionally, things actually can move a

18 little quicker than we even anticipate.

19             Linda mentioned a class location

20 notice that we published about a week ago

21 that, inadvertently, The Federal Register

22 referred to as a Notice of Proposed
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1 Rulemaking.  So, that was not a Notice.  I

2 just want to make sure everyone was aware that

3 was not a Notice of Proposing Rulemaking. 

4 That was just what we refer to as a Notice of

5 Inquiry.  We were just trying to get some

6 information.  When we transmitted that

7 document to The Federal Register, they changed

8 the header on their own.  So, occasionally,

9 things do move a little quicker than we

10 anticipate.

11             The first thing I would like to

12 talk about real fast is regarding the speed of

13 rulemakings.  One of the most important parts

14 -- and some of you, when I have given some

15 discussions to this group before, have heard

16 me refer to significant or not significant

17 rulemaking actions.  And that is becoming more

18 and more important.

19             This is basically the definition of

20 a significant rulemaking action.  A lot of

21 people get confused, and they think that it is

22 solely only those rulemaking actions that have
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1 an effect on the economy of about $100 million

2 or more annually.  But it is not true; it is

3 much broader than that.

4             Actually, what happens with us with

5 a rulemaking process is we have to send what

6 is called a Designation Request to OMB and

7 request the designation of a rule as either

8 significant or non-significant.  And they use

9 this criteria to determine if they agree with

10 our designation.

11             But you can see it is very, very

12 broad.  There is a lot of latitude to make a

13 call if something is significant or not.

14             And currently, eight of the nine

15 rulemakings we are tracking in PHMSA have been

16 deemed significant.  So, what does that mean? 

17 It means time.

18             Now I have come up with a chart

19 here, a little less complicated than the IVP

20 chart.  But it tries to set the stage a little

21 bit about where rules have to go after they

22 get through PHMSA, because PHMSA is not the
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1 only player with a rule.  That is the point I

2 am trying to make here.  If it is a

3 significant rulemaking action, after PHMSA,

4 the rule has to go to the Office of the

5 Secretary of Transportation.  And literally,

6 it is approved by the Secretary himself. 

7 After the Secretary, it has to go to the

8 Office of Management and Budget.  And then, it

9 goes to The Federal Register.

10             If it is a non-significant

11 rulemaking action, you are cutting out those

12 middle steps.  It is a lot quicker.

13             I have been in this business way

14 too long, a couple of decades now.  In fact,

15 a few years back, I could have been able to

16 give you an idea how long it was going to take

17 to get a rule, even a significant rule,

18 published in The Federal Register.  I can no

19 longer do that.

20             On average, it was taking about six

21 months or more to get rules through system. 

22 It is taking much more now.  That was just
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1 after getting past PHMSA.

2             So, with eight of our nine rules

3 now being significant, it is taking us much

4 longer to get even Notices of Proposed

5 Rulemaking published into The Federal

6 Register.  Even after a lot of the hard work

7 that our office is doing, trying to comply

8 with the mandates that Linda just mentioned,

9 trying to comply with the NTSB

10 recommendations, we still have to go through

11 these steps, and it is a very difficult time

12 for us to get these rules out right now.

13             So, where can you find information? 

14 There is actually a lot of information on the

15 web that you can track these rules.  And we

16 are going to get you a copy of these websites,

17 so you don't have to write them down.

18             DOT has what they call or we call

19 a Report on DOT Significant Rulemakings that

20 lists all rules that are covered by DOT.  But

21 if you scroll down to PHMSA -- and, remember,

22 we are kind of mix of HAZMAT and pipeline --
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1 you will see all the significant rules and

2 where they are currently at, if they are at

3 OST yet.  Remember, that is one of the steps

4 in the process.

5             After it goes to OMB, OMB also

6 designates it or shows what rules they have. 

7 These are publicly-available websites.  You

8 can track these rules yourselves.

9             As you are going to see, we have

10 submitted several rules to OST over the last

11 several weeks and in some cases even several

12 months ago.  So, we are getting a lot of stuff

13 done, but we have to still work within the

14 steps and the processes that are out there.

15             All right.  Given that wonderful

16 update on the status of rules, I will just go

17 into some of the specific rules.  One of the

18 biggest rules we are working on, we kind of

19 have two rules here kind of related, which is

20 our hazardous liquid safety rule and our gas

21 transmission rule.  It has taken probably most

22 of the manpower of our office.
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1             We started this way back in 2010,

2 and we drafted an NPRM.  What I have said here

3 is that the NPRM has moved past PHMSA.  So, in

4 other words, it is at the next step.  And if

5 you remember, that next step would be OST.

6             So, some of the areas we are

7 looking at:  we are looking at expansion of

8 HCAs.  We are looking at changing the leak

9 detection requirements beyond HCAs.  Looking

10 at repair criteria for HCA or non-HCA areas,

11 especially if you were to bring them into some

12 of the integrity management principles.

13             Looking at "piggability" of lines

14 and the ability to accept in-line inspection

15 tools.  We are looking at reporting

16 requirements for gathering lines, and should

17 we repeal some of the exceptions that are

18 currently within the scope, such as the

19 gravity line exception?

20             This is a pretty broad rule.  It is

21 a very big rule.  It has taken a lot of our

22 time.  Hopefully, we will be able to publish
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1 that and bring that to the Committee for a

2 vote or a recommendation in the near future.

3             Kind of the sister rule to this is

4 our gas transmission rule.  It touches on some

5 of the similar topics.  That rule is still

6 under development within PHMSA.  It has not

7 moved past us yet.

8             But, again, we are looking at

9 things like the definition of HCA, expansion

10 of requirements of the IM requirements beyond

11 HCAs.  Again, repair criterias, assessment

12 methods, corrosion control, and, also, looking

13 at the requirements for gathering lines.

14             So, this rule is a very significant

15 action on our part.  Hopefully, we will be

16 able to move this past PHMSA by the end of the

17 year, but, depending on the scope, depending

18 on a lot of other factors, you know,

19 rulemaking guessing can be a tough business

20 occasionally.  But, hopefully, that will be

21 moving within the next few months.

22             MR. WIESE:  John?



202-234-4433
Neal R. Gross & Co., Inc.

Page 145

1             MR. GALE:  Yes?

2             MR. WIESE:  Will you allow me to

3 just add a quick note on that one?

4             MR. GALE:  Sure.

5             MR. WIESE:  I wanted to assure the

6 Committee, because you have had some

7 involvement in this rule, that most of this

8 rule is drafted.  The cost/benefit is done.

9             What you will hear about integrity

10 verification process tomorrow is the only

11 thing we are waiting on.  Really, we see a

12 value to blending the IVP as a regulatory

13 requirement into this.  Otherwise, this would

14 be passed.  The Administrator has been

15 briefed.  She is good.  We just want to

16 complete the IVP.  So, I know that you have

17 spent time and energy on this.  So, I just

18 wanted you to know this.

19             MR. GALE:  Sure, and thank you for

20 completing my next slide.

21             (Laughter.)

22             MR. WIESE:  It is a segue.
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1             MR. GALE:  It is a segue.  Segues

2 are always good, and Jeff has the ability to

3 say things that I can't say.

4             It is okay.  Well, I think that is

5 enough.  But, also, we are going to get some

6 more discussion.  For those members that

7 didn't get to attend the meeting yesterday, we

8 are going to have a review of the Gas

9 Transmission Annual Report data and an

10 overview of the meeting from yesterday for the

11 whole Committee, so you get an idea of what

12 the IVP process is about.

13             Excavation damage rule.  This is a

14 rule that the Committee voted for approval

15 back in last December.

16             CHAIRMAN TAHAMTANI:  John, would

17 you take a question?

18             MR. GALE:  Sure.

19             MEMBER PIERSON:  John, Craig

20 Pierson from Liquids.

21             Did I understand on the hazardous

22 liquids rule that you said it is with OST?
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1             MR. GALE:  That would be correct.

2             MEMBER PIERSON:  And not to OMB

3 yet?

4             MR. GALE:  That is correct.

5             MEMBER PIERSON:  Okay.  Thanks.

6             MR. GALE:  And actually, you would

7 be able to see through the OST website that I

8 put up there, you would be able to see

9 specifically where it is at and how long it

10 has been there as well.

11             MEMBER PIERSON:  Could you touch

12 just briefly on how --

13             MR. GALE:  Excuse me.  My boss is

14 trying to set me up.

15             (Laughter.)

16             MEMBER PIERSON:  Sorry.

17             MR. GALE:  It actually says in

18 there that we submitted that rule to OST

19 originally in June of 2012.

20             MEMBER PIERSON:  How does the

21 significant rulemaking process, how does that

22 decision get made?
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1             MR. GALE:  Well, to determine if a

2 rule is significant, we make our justification

3 to OMB and we make our case.  And then, OMB

4 makes the decision, and we have to live with

5 that decision.  So, it is a lot of back-and-

6 forth with them.

7             And a lot of times, of course, we

8 want fewer rules.  I mean, there has been I

9 think at least two of our rules that were

10 originally non-significant that have been now

11 deemed significant.

12             MEMBER PIERSON:  Craig Pierson,

13 Liquids.

14             MR. GALE:  Uh-hum.

15             MEMBER PIERSON:  Then, in your one,

16 two, three, four listing that went through the

17 process, there is actually a process that

18 wasn't shown there in determining the

19 significance --

20             MR. GALE:  That would be correct,

21 yes.  Okay?

22             MEMBER PIERSON:  Yes.
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1             MR. GALE:  You know, we usually do

2 that in each -- we have to do it in each

3 stage.  So, for example, the miscellaneous

4 rule in the notice stage was a non-significant

5 action.  In the final rule stage, OMB has

6 deemed it significant.

7             So, we have to make that request at

8 each stage.  And so, we are giving them data,

9 information, questions.  It depends on the

10 comments.  It depends on the types of comments

11 we get.  We are looking at a lot of different

12 factors in making that decision.  They can

13 change it the other way, too, yes.

14             MEMBER PIERSON:  Thank you.

15             CHAIRMAN TAHAMTANI:  All right. 

16 Carl?

17             MEMBER WEIMER:  Carl Weimer,

18 Liquids.

19             I understand the process within

20 PHMSA, and I kind of understand the process

21 within OMB, but I don't understand the process

22 at OST.  So, I am wondering if you can tell me
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1 why they would have a rule for more than a

2 year.

3             (Laughter.)

4             MR. GALE:  Uh-hum.  So, you want me

5 to go to Kansas City when?

6             (Laughter.)

7             Well, it is actually, basically,

8 you know, I can state it this way:  the

9 Secretary of Transportation is the one who has

10 got to approve to get transmitted to OMB.

11             MEMBER WEIMER:  But there is not a

12 process it is going through?  It is just --

13             MR. GALE:  It has to go through all

14 the stages and levels within OST for it to get

15 to the point where they are going to make a

16 recommendation to the Secretary to move it or

17 not.

18             I mean, I can get in some doors,

19 but that is a door I can't get into.

20             CHAIRMAN TAHAMTANI:  Andy?

21             MEMBER DRAKE:  Andy Drake with

22 Spectra Energy.
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1             I find myself now straddling both

2 sides of the fence.  I have liquid pipelines

3 and gas pipelines, and I am very curious, good

4 for the goose, good for the gander, according

5 to Linda.

6             (Laughter.)

7             But what I gather here is that IVP,

8 the gas rule is being slowed down to in

9 conjunction with IVP, but the liquid rule is

10 not.  So, the IVP flowcharts and those issues

11 about records are kind of on a different track

12 for the liquids folks.  Is that fair?

13             MR. WIESE:  It is fair, but there

14 are congressional mandates that apply strictly

15 to gas transmission that are driving this,

16 first -- so, let me underscore "first" -- on

17 gas transmission.

18             But, as we have told our friends in

19 the liquid industry, we intend to port over

20 broad strategies over to the liquid side.  It

21 just won't come as fast.

22             MR. FINLEY:  Okay.
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1             CHAIRMAN TAHAMTANI:  Craig?  I'm

2 sorry, Craig, you don't have any questions, do

3 you?

4             MR. BUTTERS:  I just wanted to

5 speak just really briefly.  I think it is a

6 fair question about the process at OST.

7             Obviously, PHMSA is one of 10 modal

8 administrations within the Department.  So,

9 all of the other modes have to go through the

10 same process, which it can be frustrating for

11 us why it takes so long.

12             But one of the things that the

13 Secretary has initiated is to look for ways to

14 make the process more efficient.  And we are

15 not the only agency that has expressed our

16 concern about the length of time some of these

17 important rules are taking to get that.  And

18 so, we have asked that they take a hard look

19 at that, and I understand they will be doing

20 that.

21             So, I am hoping that over the next

22 several months we are going to see some
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1 improvement there.  But, obviously, the

2 complication of these rules can be a factor. 

3 You know, the budget folks look at it, policy;

4 there is a number of groups within the

5 Secretary's office that need to take a look at

6 that; the General Counsel's office, obviously. 

7 So, just by the nature of that process, it can

8 take time.  But, like anything else, there are

9 a lot of areas for improvement.

10             CHAIRMAN TAHAMTANI:  All right. 

11 Thank you, Tim.

12             John?

13             MR. GALE:  Okay.  Thank you.

14             Getting back to the excavation

15 damage rule, which was a rule that was

16 approved by this Committee back in December,

17 that rule has moved past PHMSA.  This is a

18 rule that had its beginning back in the PIPES

19 Act of 2006, which gave us an authority to

20 enforce some third-party excavation damage

21 rules if we deem a state to have an

22 ineffective enforcement program.
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1             So, what this rule gets into is

2 setting up the parameters and requirements for

3 what we would deem an ineffective state,

4 setting the parameters which was a self-

5 executing standard for what would be the

6 excavation standard itself.

7             So, hopefully, we will get this

8 rule, you know, what Tim was mentioning,

9 through OST and, then, over to OMB.  And then,

10 we could actually get this PIPES Act mandate

11 completed.

12             This is another rulemaking that has

13 moved past PHMSA.  This is what we referred to

14 as the miscellaneous rule.  The Advisory

15 Committee approved this back in July.  It

16 dealt with a variety of issues, such as

17 performance of post-construction inspections,

18 leak surveys, regulation of ethanol, and there

19 was an NTSB recommendation dealing with the

20 transport of some older pipe.

21             This was a rule, like I mentioned

22 before, that had been deemed non-significant
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1 at the notice stage, but now is significant. 

2 And hopefully, we will be able to complete

3 this action as well in the very near future.

4             EFVs is a Notice of Proposed

5 Rulemaking --

6             CHAIRMAN TAHAMTANI:  John, a

7 question.

8             MR. GALE:  Uh-hum.

9             CHAIRMAN TAHAMTANI:  Mr. Bellman?

10             MEMBER BELLMAN:  Mike Bellman, on

11 the Gas Committee.

12             On the miscellaneous rulemaking, I

13 know we had approved that --

14             MR. GALE:  Yes.

15             MEMBER BELLMAN:  -- with several

16 open items of wording and terminology --

17             MR. GALE:  Yes.

18             MEMBER BELLMAN:  -- that were going

19 to be developed by you.  Has that been

20 communicated back to us as to what the final

21 outcome was?

22             MR. GALE:  What we are going to do,
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1 it will be communicated when the rule

2 publishes, and that language will be in the

3 rule.  Because you have got to remember what

4 you guys do is provide us a recommendation on

5 how to move forward with the rule, and the

6 final say is actually with our Administrator,

7 and in some ways all the way up to the

8 Secretary himself.

9             So, until that final decision is

10 made through the approval process going

11 through OST and OMB, we can't say what that

12 final action is.  We give them a

13 recommendation based on your recommendation. 

14 But, remember, your recommendations mean a lot

15 to us.

16             MR. WIESE:  Yes, that was the point

17 I was going to underscore, Mike.  It is

18 uncommon for us to ignore the advice of the

19 Advisory Committee.  It is not unprecedented,

20 but it is uncommon.

21             MS. WHETSEL:  Excuse me, John?

22             MR. GALE:  Uh-hum.
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1             MS. WHETSEL:  I guess, once the

2 final rule is -- they always have an

3 explanation, and that will say exactly what

4 the results were from the Advisory Committee.

5             MR. GALE:  Thank you, Cheryl.

6             EFEs is a rule that is also a

7 significant rulemaking action, and we have

8 moved this rulemaking past PHMSA.  We have

9 requirements in the current reauthorization

10 bill and, of course, an NTSB recommendation

11 that has been around for a bit.

12             Effectively, we are looking at

13 branched service lines, multi-family

14 dwellings, duplexes, et cetera, and smaller

15 commercial buildings for expansion of our EFE

16 requirement that we originally mandated

17 through the DIMP final rule back in, I think

18 it was, 2010 or so.

19             So, hopefully, that rule also will

20 be moving forward and get out for publication,

21 and then, we can bring that rulemaking to the

22 Committees.
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1             Standards update is our lone non-

2 significant rulemaking action we have right

3 now.  And the good news is we have sent this

4 rulemaking to The Federal Register, and it is

5 currently at The Federal Register being

6 reviewed.

7             If you all recall, we had, in our

8 reauthorization, we had the section called

9 Section 24 that Linda brought up, which

10 mandated that we could not adopt any standard

11 into our regulations, any newer standard,

12 unless it was available for free on the

13 internet.

14             So, ever since that law was signed

15 by the President, we have been working very

16 diligently with all the SDOs to get those

17 standards made available on the internet.  As

18 Linda pointed out, very few did not provide

19 them on the internet.

20             But, as soon as we are about to

21 complete the rulemaking action -- I know the

22 Senate has passed a bill and the House has
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1 passed a bill changing the requirement just

2 subtly.  They have changed it to eliminate the

3 word "internet" out of the phrase or the

4 requirement.  So, now they have to be made

5 available for free, but just not on the

6 internet.

7             And also, I believe we got an

8 extension for two years, two additional years,

9 to meet that requirement.  But we have decided

10 we are moving our rule forward.  We are going

11 to publish our rule.  It was in compliance

12 with Section 24 already before the change. 

13 So, any of the standards that are in that rule

14 actually will be available for free.

15             We have come up with a table that

16 we are putting out on our internet site.  I

17 think it is available now on our public site,

18 hopefully findable, that we can direct the

19 public to where they can get those standards

20 and how they can get access to those websites.

21             CHAIRMAN TAHAMTANI:  Mr. Kuprewicz,

22 do you have a question?
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1             MEMBER KUPREWICZ:  Yes, I guess I

2 have said this a couple of times in the past

3 meetings regarding representation from the

4 public.  It is there is an easier out on this

5 issue.  I guess the test is going to be just

6 how public they are and how quickly they can

7 be gotten.  It takes six months to get a hard

8 copy of some.

9             MR. GALE:  Well, with the original

10 SDO agreements, of the 60-plus statements we

11 incorporated for reference, I think there were

12 only five that we had gotten to the point

13 where we were concerned with.

14             MEMBER KUPREWICZ:  Yes, there

15 weren't many.

16             MR. GALE:  So, as long as those

17 SDOs maintain those agreements, there is going

18 to be very few that weren't available for free

19 anyway.  So, I think what we have to do as an

20 organization now is, what is a reasonable way

21 that we can get them to free for the public

22 that requests them?  And I totally agree that
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1 just saying go to The Federal Register or you

2 can come to D.C. is not an acceptable answer.

3             MEMBER KUPREWICZ:  Yes, and I know

4 you guys are trying to work this out.  And

5 many of the industries' standards committees

6 have made a lot of these documents.  I have

7 actually gone to a few of them and have been

8 able to get them to work on the internet.

9             I guess, but from a public

10 perspective and representation, there is an

11 easy solution here.  If it isn't too

12 accessible to the public, don't incorporate

13 them into the regulation as a matter of law. 

14 And I have said that in the past.  That is

15 probably not where we want to go with this,

16 but that is an easy answer if we can't get

17 these truly available to people of interest. 

18 I don't mind buying them myself.

19             MR. GALE:  Sure.

20             MEMBER KUPREWICZ:  In fact, I end

21 up buying them because I use them extensively. 

22 But I think the public is probably going to
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1 align along that course if the test of this

2 issue proves it not to be open and

3 transparent.

4             MR. GALE:  Sure.

5             MEMBER KUPREWICZ:  And Congress can

6 wrestle with this in their own little camp.

7             MR. WIESE:  If you will allow me,

8 Rick, just to reply, actually, PHMSA, I think

9 everybody was briefed at the last Advisory

10 Committee.  Vanessa Sutherland and Jeannie

11 Layson really worked this very hard.  A lot of

12 people worked it.  The SDOs worked it.  So, a

13 lot of great progress was made.

14             But, you know, honestly, at least

15 one SDO had critical standards that could not,

16 for what I felt were legitimate reasons,

17 economic reasons, comply in the just sort of

18 make it pre-available to anyone anywhere

19 anytime on the internet.  There were some more

20 restrictive solutions that would have still

21 given that.

22             But I would point out the
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1 countervailing notion of not incorporating

2 standards by reference.  There are pros and

3 cons to everything in life.  You know, if we

4 can't pass a regulation in three years, how

5 are we going to be able to keep it current?

6             You know, we have to consider all

7 those factors in this.  I will say that that

8 one missing SDO is crucial in those standards. 

9 We are still working it.  You know, the good

10 news is we have got a little bit more to work

11 it.  And finding a way for people to really

12 want to look at that standard to be able to

13 look at it I thin is doable, maybe not just

14 free all the time anywhere, you know, on the

15 internet.

16             MEMBER KUPREWICZ:  I completely

17 understand where you are going with this.  I

18 don't disagree with you.  I am just giving you

19 the ultimate from the public perspective. 

20 Nobody wants to go there because you are

21 passing law without public input.  That is the

22 perception.  And I know nobody wants to be
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1 there.

2             But it sounds like you are working

3 a way to get there.  It is just going the

4 nuclear option is -- and on the internet,

5 completely understand that, too.  So, there is

6 not a right or wrong here.  I know you guys

7 are spending a lot of time on this.

8             I don't have any problem buying the

9 things.  I have a problem with locking them

10 onto one computer.  That is driving me crazy. 

11 But that is a different issue.

12             MR. GALE:  Well, I am sure we would

13 also appreciate any feedback you can give us

14 in terms of how we have set up our website to

15 provide access.  We are trying to give a one-

16 stop, so that people can at least start.  You

17 know, but we can't do anything about what the

18 different SDOs do in terms of their

19 presentations.  But at least one place for the

20 public to go to give them kind of a roadmap to

21 get to those standards.

22             MEMBER KUPREWICZ:  Very good.
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1             MR. GALE:  Just to let you know,

2 this rule, especially for the newer members,

3 we will probably be bringing this rule to the

4 Committees for their recommendation.  We are

5 hoping to have another meeting during the

6 December timeframe.  So, maybe we will even be

7 able to bring another rule, hopefully, but, at

8 a minimum, probably in the December timeframe

9 we will be able to bring this rulemaking to

10 the Committee for a recommendation.

11             The Part 190 rule was also a rule

12 that was moved forward by and recommended for

13 moving forward by the Committee back in

14 December.  This is a rulemaking dealing with

15 our administrative procedures related to

16 enforcement and special permits and civil

17 penalties, and the like.  There was a lot of

18 mandates, as Linda mentioned, from

19 reauthorization that we had to comply with.

20             This rule also, I believe it was

21 non-significant at its notice stage and has

22 been moved forward to significant.  We
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1 continue to debate that.  And hopefully, if it

2 gets deemed non-significant, we could actually

3 be publishing this very shortly.  But if it

4 remains significant, we actually anticipate

5 this being passed PHMSA by the end of this

6 month.

7             This is a rulemaking I had

8 originally referred to as miscellaneous, too,

9 but I was informed that I had to get rid of

10 that phraseology and get something a little

11 bit more specific.

12             This is a rule that deals with, for

13 lack of a better term, a lot of miscellaneous

14 topics.  But some of the bigger issues that

15 are in there are a possible change to our

16 operator qualification requirements,

17 especially related to new construction.

18             It is dealing with the mandate on

19 cost recovery.  Carbon dioxide is a possible

20 consideration for that rulemaking.

21             We have in our special permits for

22 some of you operators out there that have
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1 special permits, you have probably seen more

2 recent we have been adding expiration dates to

3 the special permits.

4             But, currently, in our regulations

5 we don't have a process for the renewal of

6 those special permits, except for a brand-new

7 application again.  So, we are looking at

8 coming up with a process, still going through

9 the public process -- don't get me wrong --

10 but a little bit more of a streamlined process

11 for renewing of currently authorized special

12 permits, and a variety of, let's just refer to

13 them, as other miscellaneous issues.

14             This is a rule as well we

15 anticipate -- we haven't gotten the

16 Designation Request from OMB, but we fully

17 believe it will be deemed significant.  But we

18 actually hope to have this out of PHMSA by the

19 end of this year.

20             The plastic pipe rule is a

21 rulemaking we have been working on for a bit,

22 but we have had other priorities.  Obviously,
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1 this is looking at some of our gas issues.  We

2 have several petitions in related to what is

3 called PA12, a change in the design factor

4 from 0.32 to 0.4, some changes to our PA11

5 requirements for a little broader use of the

6 PA11, what is referred to as tracking and

7 traceability.

8             And this rulemaking, as some of

9 these other rules have been able to move past,

10 we are now able to move some of our resources

11 to complete some of these other actions, such

12 as this rule.  And we fully expect to be able

13 to move this rule past PHMSA no later than the

14 end of this year.

15             And lastly, as Linda mentioned, we

16 have two significant reports that we have

17 completed recently that we are trying to now

18 identify based on those reports and based on

19 our technical engineers', et cetera,

20 recommendation.

21             What steps should we now take based

22 on these reports?  And obviously, they could,
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1 then, lead into some type of rulemaking

2 action.  And hopefully, we will be identifying

3 that shortly, and maybe at the next December

4 meeting we can report directly or more

5 specifically what our plans are in response to

6 those different mandated requirements.

7             And that being said, I think that

8 is all I have.  If there are any further

9 questions, I would be glad to take them.

10             CHAIRMAN TAHAMTANI:  Thank you,

11 John.

12             Any questions from the Committee

13 members?

14             (No response.)

15             Any questions from the public?

16             (No response.)

17             You all must be hungry.

18             (Laughter.)

19             MR. GALE:  I did set the schedule.

20             CHAIRMAN TAHAMTANI:  Great.

21             All right.  If there are no

22 questions, we will break for lunch.  But you
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1 have to be back here seated by one o'clock, as

2 the Administrator is here to address you.  So,

3 you can disrespect me, but you shouldn't

4 disrespect her.

5             With that, we will break for lunch.

6             (Whereupon, the foregoing matter

7 went off the record at 11:49 a.m. and went

8 back on the record at 1:00 p.m.)

9
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1 A-F-T-E-R-N-O-O-N  S-E-S-S-I-O-N

2 1:00 p.m.

3             CHAIRMAN TAHAMTANI:  All right. 

4 The Joint Committees of the GPAC and LPAC are

5 back in session.

6             And we are fortunate to have the

7 Administrator with us to share some of her

8 views and comments.

9             So, with that --

10             MS. QUARTERMAN:  Thank you,

11 Massoud.

12             Hello, everybody.  Thank you for

13 joining us these two days of meetings.  I hope

14 everyone had a good lunch.

15             I want to begin by thanking you

16 again for your service on this Committee or

17 these two Committees.  On behalf of the

18 President and Secretary Foxx, we really

19 appreciate the time and effort that you put

20 into pipeline safety.  Your commitment is

21 impressive, and we appreciate your

22 participation in these two Committees.
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1             Speaking of Secretary Foxx, I

2 wanted to let you know that he shares all of

3 our views about the importance of pipeline

4 safety, and he continues the tradition of

5 taking transportation safety as his first

6 priority.

7             I am going to be lunching with him

8 tomorrow, where I will get an opportunity to

9 really bend his ear on what you guys have been

10 up to and what we have been up to a PHMSA, and

11 how he might play a role in continuing to

12 advance safety efforts.

13             In addition to a new Secretary, I

14 understand we have some new members here on

15 the Committee.  Ron McLain, welcome, the

16 President of Products Pipelines for Kinder

17 Morgan.  We also have Robert Hill -- is Robert

18 here?  Hi, there. -- from the County

19 Development, Department Director/Emergency

20 Manager for Brookings County, South Dakota. 

21 We appreciate your joining the two Committees,

22 and thank you in advance for all the work we
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1 are going to have you do over the next or two

2 and in the future.

3             (Laughter.)

4             I also wanted to give some

5 farewells.  We have a couple of members of the

6 two Committees who have retired.  Larry

7 Shelton, who is a Senior Manager, Operations,

8 at Buckeye Partners, LP, retired in May, and

9 Jerry Rosendahl, the State Fire Marshal and

10 Director of Pipeline Safety from Minnesota

11 will be retiring at the end of this year. 

12 Thank you to those two members for their

13 service over the past period.

14             I also wanted to start by thanking

15 Mr. Finley for joining us this morning.  I am

16 sorry I wasn't here to see his presentation,

17 but I have seen copies of the slides, the

18 presentation, earlier.  It is quite

19 interesting.  I have seen the BP presentation

20 on energy in this country.  It is always very

21 interesting to see that.  I hope the Committee

22 enjoyed it.  It is always a good backdrop, I
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1 think, for the work that you do here and will

2 provide context to everything that is going

3 on.

4             As you know, and probably noted

5 from the presentation, there have been rapid

6 changes in the energy area over the past few

7 years.  For example, who would have ever

8 thought not that long ago or today that we

9 would be talking about the potential for

10 exporting LNG from this country, and people

11 talking about in a few decades perhaps U.S.

12 independence on the energy front.  I certainly

13 didn't think that five years ago.  If you did,

14 I doubt you are sitting in this audience,

15 because you have cashed out somewhere along

16 the way.

17             (Laughter.)

18             More and more pipelines are in the

19 national conversation these days.  I am sure

20 many of you have been listening and hearing

21 the conversations in the media and all around. 

22 Pipelines are really no longer out of sight
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1 and out of mind for many.

2             Many people recognize the

3 importance of what the pipeline industry does

4 for this country, the importance of the

5 products that they move.  However, there has

6 also been an increased focus on safety issues

7 as well, which means that we here really have

8 to work hard to drive toward zero incidents.

9             There are a lot of challenges in

10 the near future for pipeline safety.  That is

11 compounded with the existing challenges, the

12 challenges for us of just running the day-to-

13 day pipeline safety program.  If you add on

14 top of that the fact that we do have aging

15 infrastructure in this nation on the pipeline

16 side, the fact that there has been an increase

17 in the high-consequence events in the past few

18 years, the fact that we have all this new

19 production coming online in the Bakken and the

20 Utica, and the other shale plays, and the

21 ever-increasing focus on pipeline safety in

22 the media, we have a big challenge here, all
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1 of us.

2             I want to say I thank you for

3 stepping up to that challenge with us, and I

4 welcome your participation here.

5             So, we have a lot of opportunities

6 to improve.  I like last December I had talked

7 to you about almost 80 mandates that we have

8 from Congress from NTSB, from the IG, from the

9 GAO.  I think Linda spoke earlier about some

10 of those challenges that we have and all the

11 mandates that we have.  We are very pleased

12 that we have been moving forward on those.  We

13 expect to send very soon a letter to the NTSB

14 asking for them to close four more

15 recommendations.  So we are moving apace on

16 that.

17             And despite all those mandates, I

18 am here to tell you that we need to continue

19 to improve.  Now John Gale has told you, or

20 will tell you, about all of the rulemakings

21 that we have in process.  And I am here to say

22 everything doesn't have to go into rule.  We
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1 can continue to improve pipeline safety

2 without putting things in rules necessarily.

3             So, we want to talk about your

4 ideas about how we can continue to move the

5 ball forward outside of the rulemaking

6 context.  And for those of you who were

7 involved in yesterday's discussion about the

8 Integrity Verification Program, I thank you

9 for participating.  I understand it was quite

10 a lively discussion.  It is the beginning of

11 the process, and we wanted to begin it outside

12 of the rulemaking scope, so that we could talk

13 about where we want to go in rulemaking, even

14 though we have to explain to Congress why we

15 didn't put this rule out July 3rd, which was

16 when the mandate required us to do that.

17             It is very important that we have

18 a conversation about where we are going on

19 this before we begin the rulemaking process. 

20 But, having said that, we want to begin the

21 rulemaking process on that part, on IVP, very,

22 very soon.
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1             The last time we met, I think I

2 also mentioned to you some of the challenges

3 we have with respect to the new production

4 that is coming online and gathering pipelines. 

5 This continues to be an area where we are

6 thinking long and hard about what to do.  We

7 have a lot of large-diameter, high-pressure

8 lines, gathering lines, that are being put in

9 in rural areas.  And therefore, they have not

10 been subject to regulation, but are something

11 that we view as an area where we need to begin

12 talking about how we manage those lines and

13 ensure that they are put in in as safe a way

14 as possible.

15             In addition to that challenge, some

16 of the older challenges raise their head when

17 we looked at the spill in Mayflower, Arkansas,

18 very recently.  We are reminded that not only

19 do we have a slew of existing challenges, but

20 we have pending challenges that we have been

21 looking at, in that case being low-frequency

22 ERW welded pipe that we have known for decades
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1 now is a problem.

2             It is just a reminder that we have

3 to be continually vigilant to try to get as

4 much high-risk infrastructure out of the

5 ground as possible.  We continue on our action

6 plan to try to make that happen.

7             We do have a study pending that

8 began in 2011 related to ERW pipe that

9 Battelle is heading up for us.  We are hoping

10 to get some information soon, so we can

11 determine how to proceed with respect to that

12 pipe.

13             But, for all of you who are

14 operators, I know that you are looking very

15 closely at your documentation, your files,

16 where this pipe is, and ensuring that we put

17 in place as many safeguards as we can to avoid

18 an incident in the future.

19             All these things that I have talked

20 about can be infinitely improved with better

21 data.  Data has been a challenge for this

22 program over time.  And one of the things we
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1 are going to be talking about this afternoon

2 is some work we have been doing to try to tie

3 data on a geospatial basis, the pipeline data

4 that we have, the more that we would like to

5 acquire, and make it more accessible to the

6 public and to us, so that we can all have an

7 opportunity to analyze some of this data

8 better and make sure that some of these

9 incidents don't happen in the future.

10             It not only affects that

11 conversation, we are also going to be talking

12 about safety management systems this

13 afternoon; about performance metrics; the

14 discussion from yesterday, Integrity

15 Verification Program.  To all those things,

16 data is a key element and one where we need to

17 get better and better over time, so we can all

18 work wiser.  And it is a big initiative for

19 us.

20             Despite all these opportunities for

21 improvement, I am happy to say that we had a

22 very good year in fiscal 2012, despite the
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1 high-profile incidents.  It was, in terms of

2 incidents, it was a 20-year low for serious

3 pipeline incidents and a 10-year low for

4 significant incidents.

5             So, despite all this, the record is

6 improving, but we need to continually improve. 

7 I think of the dog and the Jetsons on the

8 walking machine; we just need to keep

9 improving, improving as we go along, without

10 flying off.

11             (Laughter.)

12             Having said all that, we wouldn't

13 have made the progress that we have made so

14 far and we wouldn't have the opportunity to

15 make progress going forward without all of

16 your work here on this Committee.  I just

17 wanted to say, once again, thank you for your

18 involvement, for your commitment of time to

19 come and be with us here today, tomorrow, and

20 for all your brain power.  We want to suck out

21 as much intelligence from you as we possibly

22 can to make this program as good as it can
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1 possibly be.

2             And with that, I will turn it back

3 over to Massoud, and I am happy to answer any

4 questions if any of the Committee members have

5 any.

6             CHAIRMAN TAHAMTANI:  Any questions

7 from the Committee members?

8             (No response.)

9             MS. QUARTERMAN:  Not from you.

10             (Laughter.)

11             CHAIRMAN TAHAMTANI:  And I want to

12 turn around; any questions from the public?

13             (No response.)

14             Well, thank you, Cynthia, for being

15 here.

16             You, neither.

17             (Laughter.)

18             MR. WIESE:  Listen, she has me on

19 the spot most of the time.  I have her for a

20 rare opportunity

21             I just wanted to report back,

22 Administrator Quarterman -- he could cut me
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1 off, I know, and I have seen him do it before

2 -- I wanted to report back what a widespread

3 success the workshop was yesterday.  And we

4 have extremely broad support for moving ahead

5 quickly with our proposal.

6             (Laughter.)

7             So, I am happy to report that.

8             CHAIRMAN TAHAMTANI:  Are you done,

9 Jeff?

10             (Laughter.)

11             All right.  Once again, thank you,

12 Cynthia.

13             MS. QUARTERMAN:  You're welcome.

14             CHAIRMAN TAHAMTANI:  Back to the

15 agenda, we have a presentation by Ron McLain

16 on Safety Management System.

17             MEMBER McLAIN:  Okay.  Thank you,

18 Massoud.

19             I did a presentation in 2012 to

20 this group.  At the time, we had not yet met. 

21 We were just assembling our team.  So, I am

22 happy to report we have made a lot of progress
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1 since that time.  So, this will be a good

2 update for that.

3             We have a very diverse team, but we

4 are very united in one purpose.  We really

5 believe the prize from developing a Pipeline

6 Safety Management System is improved safety. 

7 I mean, that is a tightly-held value by every

8 member of the team.  The team is made up of

9 safety stakeholders.  It is really led by API. 

10 That was where the recommendation was sent

11 from NTSB.

12             We are really trying to build a

13 comprehensive framework of recommended

14 practices.  I will emphasize probably several

15 times that this is a framework.  It is kind of

16 a "what to do," not a "how to do it".  Now we

17 will drop down at times in definition to some

18 of the "how's" where we think it is necessary,

19 but each operator will have to build through

20 their own procedures how do they conform to

21 this standard.

22             And so, the result is going to be
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1 a new API standard as a recommended practice,

2 which is a type of standard, 1173, Pipeline

3 Safety Management System, and it is specific

4 to pipeline operators.

5             There has been a lot of Safety

6 Management Systems created offshore and in

7 different industries, chemical and refining. 

8 But the NTSB had recognized that we really

9 didn't have that standard for pipeline

10 operations.

11             Key operators -- and there's really

12 many components, but these are three that I

13 think really stand out through our process --

14 are how does top management develop processes

15 to reveal and mitigate safety threats.  I

16 mean, sometimes there are cases, an incident

17 will occur, and senior management might say,

18 "Well, if I had known, I would have done

19 something."  Well, the right processes will

20 drive senior management knowing and allocating

21 resources to reduce risk.  So, that really is

22 a key component to this.
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1             It will provide for continuous

2 improvement.  More on that in a little bit. 

3 It will make compliance and risk reduction

4 routine.  And I can't overemphasize how

5 important that is.

6             I mean, often in the pipeline world

7 with different regulatory pressures, economic

8 pressures, compliance pressures, you kind of

9 work on the flavor of the day.  Well, with the

10 right processes top management and throughout

11 the country, you begin to build a routine set

12 of steps that the company follows to always

13 come back and spend time on risk reduction. 

14 What is my level of compliance?  How do I

15 comply?  So, I would rather leave you with the

16 idea that the right systems make compliance

17 and risk reduction routine.

18             We actually do have a standard, as

19 I captured on the right side of this slide. 

20 This is Version 3.  We hope to have a Version

21 4 this week, before our team meets again in

22 two weeks in San Francisco.
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1             A couple of industry perspectives. 

2 You know, the pipeline industry, both natural

3 gas and hazardous liquids, has considered

4 these things.  In fact, many companies have

5 built some pretty high-evolved systems to

6 assure they have got the right processes.

7             As we build this system, it has to

8 promote people who start from scratch who may

9 not have any headstart on this, but it also

10 allows for operators with highly-evolved

11 systems to use it for some gap analysis, you

12 know, where it might have missed a process

13 that is covered in this standard.

14             Recent history that kind of got

15 this Committee formed and started working were

16 some pipeline incidents in 2010 and 2011. 

17 Thankfully, 2012 was a turnaround from that. 

18 But it revealed some management system

19 weaknesses, and the actual recommendation to

20 API came after the Marshall, Michigan

21 incident.

22             It really had just a couple of
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1 things I picked from it.  Evidence from this

2 accident and from San Bruno indicates the

3 company oversight of pipeline control center

4 management and operator performance was

5 deficient.  Now that is not my statement. 

6 That is from the NTSB.  They further found

7 that a Pipeline Safety Management System would

8 improve performance through top management

9 leadership.

10             Just quoting one more section from

11 the NTSB recommendations, but I think this is

12 somewhere around page 116 of the report.  It

13 gives you an idea of how large the report was,

14 and I am not sure that was even halfway

15 through it.

16             But they found and recommended that

17 implementation of an SMS in transportation

18 systems, you know, that is really on NTSB's

19 most wanted list.  And then, they listed a

20 number of areas where we continuously

21 identified, addressed, and monitored threats. 

22 I don't know that I will read all of these to
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1 you.  The presentation is available.

2             But to proactively address safety

3 issues before they become incidents or

4 accidents.

5             Document safety procedures and

6 require strict adherence to the procedures by

7 safety personnel.  I mean, sometimes when

8 there is an incident, when it seemed simple,

9 it never seemed simple after the fact.  And

10 following procedures is certainly a measure of

11 your quality.

12             Treating operator errors as system

13 deficiencies, and not as reasons to punish and

14 intimidate operators.  We explicitly have that

15 in here, where you have non-punitive shutdown

16 and non-punitive ways to report things.

17             Senior personnel and senior company

18 management commitment to operational safety.

19             So, in taking the NTSB

20 recommendations, we began to build on that. 

21 This is the team that has been put together. 

22 It may not cover everyone who is



202-234-4433
Neal R. Gross & Co., Inc.

Page 190

1 participating.  We have some members who

2 aren't necessarily listed as members, but they

3 work very actively in the group.

4             You know, I am not going to read

5 the list of names, but just on the right side

6 of that slide we have direct participants,

7 four from liquid pipelines, four from natural

8 gas pipelines, one from a city distribution

9 system -- it kind of represents small company

10 interests -- three trade organizations, three

11 regulators, plus the NTSB.  They don't really

12 consider themselves regulators, but they

13 certainly drive safety in many of their

14 incident investigations.

15             We have three who represent the

16 public, and they are subject matter experts. 

17 Actually, we have two active.  We are naming

18 a third one to have more public

19 representation.  One contract engineering, and

20 that is Mark Hereth at the top.  He is here

21 today.  He actually writes a lot of what he

22 hears in our meetings.  I mean, he is very,
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1 very high contribution. And then, the standard

2 organization which is API.

3             Just as I was looking at this, just

4 the people who are participating here today,

5 of course, Mark and I understand that Nick

6 Stravropoulos from Pacific Gas and Electric

7 was here yesterday, made a presentation in

8 this.  Jeff and Linda, very active on the

9 Committee.  Massoud, very active, and Scott

10 Currier with INGAA and Peter Lidiak, all here

11 participating today, not necessarily for this,

12 but because they are very active in industry.

13             And what I would like to say about

14 the team, you know, sometimes with a volunteer

15 team, you are always struggling for

16 participation and follow-through.  And that is

17 just not the case with these people.  I mean,

18 we meet probably at least monthly and face-to-

19 face.  Often, we will have another phone call

20 or two to develop ideas between meetings.

21             And probably 95 percent of people

22 are present at every meeting.  Sometimes when
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1 a person can't be in the meeting, they are

2 there on the telephone for eight solid hours

3 and engaged.  They are still asking questions.

4             So, they bring their expertise,

5 their time, you know, the money for their

6 travel.  And I just can't say enough.  It is

7 not the typical volunteer army where you are

8 constantly trying to push for participation;

9 very high participation.

10             The core of the standard is typical

11 in many Safety Management Systems, but it is

12 kind of plan, do, check, act circle.  This

13 graphic was one of our early attempts.  I

14 think we are close to updating this to one

15 that more closely fits the elements that we

16 now have.

17             But what you would expect in a

18 system is you plan, you do your plan, and

19 then, you check, and then, you revise your

20 plan, and you are never done.  It is just kind

21 of a continuous circle, and continuous

22 improvement is really the goal.
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1             So, one part of the standard to

2 really note is it is not something you have

3 done once and you are done.  It is a

4 repetitive loop process, and continuous

5 improvement implies you are never quite there. 

6 You are always on the journey getting better. 

7 And we anticipate that to be the case for this

8 standard.

9             We have settled on the safety

10 management elements, and we have nine here at

11 the top.  We have management commitment and

12 leadership.  Again, top management has to be

13 involved and understand their risk, understand

14 their level of compliance, and understand how

15 threats occur, and that there are processes

16 and finances adequate to mitigate those

17 processes.

18             Risk management, you know, that is

19 really a step beyond just compliance. 

20 Operational controls, that really translates

21 into your O&M manuals and other manuals, EHS

22 manuals, that won't reside in the standard,



202-234-4433
Neal R. Gross & Co., Inc.

Page 194

1 but the standard will drive elements and other

2 procedural manuals that a company has.

3             Incident investigation evaluation

4 and lessons learned, I mean, lessons learned

5 is, again, part of your continuous improvement

6 and having the right kind of incident

7 investigation.

8             Competence training and

9 qualification of people.  Emergency

10 preparedness and response will be part of

11 this.  Documentation, and then, stakeholder

12 engagement.  You know, just how do you reach

13 out to people outside your company, whether it

14 is the public, contractors, first responders,

15 or regulators.  And we will try to describe at

16 the framework level what those processes

17 should contain.

18             Now this term I am going to give

19 INGAA and several people on the gas side

20 credit for coming up with this.  You know,

21 continuous improvement implies that SMS is a

22 journey, not just an event.  So, you have to
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1 have ways to kind of measure your progress. 

2 An evolution in maturity on a system like this

3 might start with minimal compliance.

4             And so, many companies might find

5 themselves at that level where we try to

6 comply, but it is minimal and sometimes "check

7 the box," and it has lack of management

8 involvement.  But, once you start on this

9 journey, there will be subsequent natural

10 steps to take.  One would be commitment to

11 compliance.  And so, that is where a company

12 just decided I'm going to be 100-percent

13 compliant, not minimally compliant, and I will

14 have procedures and processes to know that.

15             When you have a Safety Management

16 System in place, you may be at level at some

17 point in the evolution where individuals are

18 seeking risk reduction.  And it might evolve

19 to where teams continuously seek to improve. 

20 So, it spreads from an individual to a team

21 culture.  And then, in the end, you should

22 experience greatly-reduced incident rates.
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1             And I have a slide that I think it

2 is a little busy for here, but it kind of

3 captures ways that a maturity model might be

4 used to measure.  And on the lower quadrant --

5 and this is too small -- but it lists some of

6 the areas that you would have management

7 commitment, and you might move from

8 documenting to implementing to measurement to

9 systemic, to comprehensive, to integrated. 

10 Those are ways that you move from -- it is an

11 idea to full implementation and embrace.

12             And then, the blue box, recognizing

13 that not all companies are the same size or

14 have the same resources or even the same risk,

15 you know, a small company might have three

16 steps, where they develop it, they deploy it,

17 and it is evolving.

18             One of the best presentations that

19 the group had was from DuPont.  And they

20 actually spent a lot of time on how you move

21 your corporation from minimal compliance to a

22 completely changing culture where people are



202-234-4433
Neal R. Gross & Co., Inc.

Page 197

1 trying to reduce risk.  I would have been glad

2 to put it in the slide, but it is copyrighted. 

3 But, hopefully, maybe a future presentation

4 will get permission or you can certainly find

5 it easily online.

6             But the concept still is it is not

7 something you have done and checked the box. 

8 It is a change to culture where you are

9 constantly improving and constantly evolving.

10             Some other developments that we

11 have recently picked up -- and I am not really

12 covering or delving into the elements of the

13 standard yet -- but we recognize we need to

14 communicate more with external stakeholders. 

15 And so, at our last meeting we developed two

16 subteams.  One subteam will develop an

17 external communications plan for an interested

18 party.  John Stoody of AOPL participates in

19 every one of our meetings.  He is going to

20 lead that team.  We have several other members

21 that work with him.

22             And I anticipate we will do
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1 summaries out to interested parties and

2 posting things on websites.  Eventually, we

3 will get to the point that we are actually

4 sending the entire document out for comment. 

5 And I think we are getting close to that.

6             Peter and I were talking earlier

7 today that maybe in the October timeframe we

8 would actually have a version for broad public

9 comment.  But this external communication will

10 start with overviews and scope and what the

11 elements really consist of.

12             And then, we have also recognized

13 that a lot of people have been down this path

14 and other standard creations.  And so, we had

15 a subteam to work outside our larger meetings,

16 where we would engage subject matter experts,

17 especially those who have developed other SMS

18 systems, for their review and input.

19             And Brianne Doran of Spectra Energy

20 is going to lead that effort.  I know she is

21 already very active.  She has come back with

22 a lot of really goods ideas for that.
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1             So, again, the transparency that we

2 are trying to have and create the best product

3 we can, it means you get a lot of input.

4             Before I get to this slide, I would

5 like to describe maybe how we worked in some

6 of our initial stages because, as you look at

7 the makeup of our team, it is very diverse. 

8 I mean, when you take public, gas, liquid,

9 regulators, and you put them all together in

10 a room and try to develop a scope, it is quite

11 complicated.

12             And so, I am going to say the first

13 three meetings, four meetings, I mean, we were

14 inching along, difficult progress.  But it was

15 so valuable because in the end I think the

16 team was coming to more common, tightly-held

17 values and a philosophy of what the standard

18 should have and what it should not, what level

19 of detail should be in it, and what level

20 should not.  Anyway, I just think we have come

21 so far, and we are actually generating a lot

22 of good documents to go in.
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1             So, anyway, API, they will continue

2 to develop RP 1173.  One of the things we

3 spent a lot of time talking about is the life

4 cycle of a pipe, including design,

5 construction, operations, maintenance,

6 integrity management, and abandonment of

7 pipelines at the earliest stage to prevent

8 conditions that result in an incident.  So, it

9 is not just during operation, but it is kind

10 of the life cycle of the pipeline.

11             We, API or the team, we are

12 confident we can create an SMS that enhances

13 pipeline safety in a practical way.  It is

14 really important while implementing guidelines

15 for continuous improvement.

16             Once the stakeholder group develops

17 the draft SMS, we will hold a public comment

18 period to seek input.  Now that means we will

19 publish it, and anyone can comment.  Following

20 the ANSI process, we will track every single

21 comment, and comments have to be addressed, as

22 I note in the last bullet.  But they don't
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1 have to be incorporated as a change to the

2 document, but you at least have to provide

3 discussion and feedback, how it was

4 considered.  Was it accepted?  Was it

5 modified?  Was it rejected?  And there are

6 probably a number of those.  And after the

7 comment period, API members will whether to

8 accept or reject the document as a recommended

9 practice applicable to all pipeline operators.

10             You know, within the API process,

11 I mean, there has been a lot of demonstration

12 that operators are very willing to take on

13 standards and practices to improve safety, but

14 it has to work both ways.  It can't be

15 everything that can be thought of.  It has to

16 be practical.  It has to be doable, and

17 keeping the prize that I outlined at the

18 beginning of this talk in mind.  So, that is

19 our process.

20             As for timeline, you know, the NTS

21 report came out in July.  We held one of our

22 initial meetings, actually, pre-team
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1 formation, in October of 2012.  Our first

2 meeting was in December of 2012.  We think

3 that it is at least 18 months to allow for

4 development, drafts, final version, and API

5 balloting.

6             Just to pause on that for a minute,

7 I mean, if we get 50 comments, that is one

8 timeline.  If you get 1,000 comments, that is

9 a different timeline.  So, I hope we don't

10 have your problem, John.

11             But I think if we do it right and

12 get a palatable, not a palatable, a well-

13 thought-out document that people can really

14 believe in which addresses the issues that

15 were raised by NTSB, I hope comments are

16 manageable.  We will see.  That is up to the

17 public and affected parties.

18             We will have our fourth draft for

19 internal review, RP 1173.  Mark Hereth is

20 committed to having that.  And then, we will

21 describe the external review and comment

22 process.
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1             I hope I am not too optimistic in

2 saying a potential publication would be second

3 half of 2014, but we will see.  I think we

4 have made tremendous progress for the time we

5 have been working.  And again, the team always

6 comes prepared, always is engaged.  They are

7 not multitasking at the meetings.  I mean, I

8 just can't say enough positive about them.

9             So, with that, Massoud, I am

10 through, if there are any questions.

11             CHAIRMAN TAHAMTANI:  Any questions

12 for Ron from the Committee members?

13             MEMBER WORSINGER:  Rich Worsinger,

14 Rocky Mount, North Carolina.

15             First, Ron, let me say thank you.

16             And let me just give you a little

17 background about Rocky Mount.  Rocky Mount is

18 a city of about 55,000 people, has its own

19 natural gas distribution system.  And we have

20 17,000 customers, a few hundred miles of main,

21 and 20 employees.  And I say that just to kind

22 of put this in perspective to most of the
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1 other members on your Committee and the size

2 systems they have.

3             There are approximately 1,000

4 publicly-owned systems across the country. 

5 Rocky Mount is one of them, and its 17,000

6 customers, believe it or not, we are one of

7 the largest.  Many of our members have less

8 than 1,000 customers.

9             And I am saying this to put this in

10 perspective to ask you to make sure your

11 Committee works to develop the process.  One

12 size does not fit all.

13             I am concerned, as I have heard

14 some feedback from John Erickson with the

15 American Public Gas Association, who has been

16 participating in these meetings by phone,

17 along with Steve Prue from Washington.

18             Unfortunately, he also comes from

19 a rather small system and has not had the

20 resources to attend the meetings and has been

21 participating by phone.  And the feedback that

22 I have been getting is, yes, he is on the
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1 phone for eight hours, has shared comments,

2 but the opinion is the comments and concerns

3 of the small operators are being glossed over

4 at best.

5             I say this because I want to go on

6 record in saying we have concerns.  And I ask

7 you to please take our concerns, take the

8 concerns of the small operators seriously.  We

9 have got 1,000 systems across this country. 

10 There are master meter operators.  We have got

11 propane system operators that this also is

12 going to affect.  We need to take them into

13 consideration.  I have got 20 employees.  Many

14 of these systems have two.

15             Thank you.

16             MEMBER McLAIN:  Thank you for your

17 comment.

18             And Steve certainly has raised that

19 several times in our discussions.  In fact, I

20 believe he is making a presentation on small

21 operators at our next meeting.

22             You know, we are going to have to
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1 wrestle with that.  And I may not have the

2 right perspective, but sometimes I think an

3 operator could be small, but you still may

4 have risk, and you have to have ways to deal

5 with that.

6             And so, I think often in our

7 discussions, in fact, in the scope of the

8 document, it has to be scalable.  And one of

9 the things that has been raised in our

10 Committee meetings is sometimes three people

11 is the whole company or maybe less in some

12 small ones.  But you still have to have a way

13 to address risk.  And I don't know that I know

14 the answer to that, but there has got to be

15 some process to it.

16             So, certainly, we have glossed

17 over, I will take that as a constructive

18 feedback.

19             CHAIRMAN TAHAMTANI:  Thank you,

20 Ron.

21             We will go to Mike Bellman.

22             MEMBER BELLMAN:  Mike Bellman, on
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1 the Gas Committee.

2             I have two comments.  One had to do

3 with communicating with external stakeholders

4 and why would that not go under RP 1162 rather

5 than being put into this document, where we

6 could at least have all the communications

7 issues in one place?

8             And then, the other is I noticed

9 the one NTSB recommendation to -- and I wrote

10 it down here -- "treat operator errors as

11 system deficiencies, and not reasons to punish

12 or intimidate operators."  I am wondering if

13 they have talked about putting in some kind of

14 immunity program, like the FAA has, where we

15 can self-identify those kinds of things, show

16 that we have come up with corrective actions,

17 and not be at risk for some of the violations

18 and penalties that we have seen.

19             MEMBER McLAIN:  On the first one

20 for RP 1162, the one thing this Committee does

21 not want to do is repeat things that are in

22 other standards.  So, where appropriate, we
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1 ought to leave that to 1162.

2             I think how a company communicates

3 its SMS process and compliance, that is part

4 of this document.  But we don't intend to edge

5 over into the broader areas of stakeholder

6 engagement that 1162 addresses.

7             One of the things the Committee

8 wrestled with early -- and I think it is still

9 out there for some discussion -- is, would

10 this be referenced by code or enforceable?  I

11 think that is a very difficult question

12 because, if a party is on continuous

13 improvement, that implies you have companies

14 at different places, but they are all

15 implemented; they are all making progress. 

16 Well, what is the right place for that company

17 to be?  I mean, it is the ultimate performance

18 standard.

19             I think the Committee has -- I

20 won't say "concluded" because that is too

21 strong at this point -- but maybe it shouldn't

22 be referenced by code, you know, as an
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1 enforceable standard.  Now there is not

2 complete agreement about that, as you can

3 imagine, but when it is the ultimate

4 performance-based standard, how would you

5 audit it if a company is improving?  And even

6 within a company -- let's say a company has a

7 highly-evolved system -- not everybody in that

8 company is at the same place.  Really, the key

9 is, are they all moving along the journey at

10 an acceptable rate?

11             So, a great point.  I don't know

12 that we anticipate self-reporting on this. 

13 But there has got to be some level probably

14 that a company commits to embrace it, too. 

15 But that's the future.  I think it is a

16 concern by all operators.

17             CHAIRMAN TAHAMTANI:  Thank you,

18 Ron.

19             Mr. Drake?

20             MEMBER DRAKE:  This is Andy Drake

21 with Spectra Energy.

22             I think it was a very good
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1 presentation.  I appreciate the efforts that

2 you are going through, and I know how hard it

3 is to bring all these different thoughts

4 together.

5             But, just as a comment, when INGAA

6 was sitting, looking at the post-San Bruno

7 incident, trying to figure out where to go,

8 what to do, and recognizing we needed to make

9 a step change, we looked at a lot of different

10 industries.  Pretty common to the other

11 industries we saw that made step changes was

12 Safety Management Systems, as you alluded to. 

13 And we found a lot of value in the structure,

14 the intentionality, the clarity of the

15 process, and the things to think about, which

16 is very scalable.  You know, think about these

17 things.  Check them and have some periodicity

18 and regular discipline in reviewing them.

19             I know you are writing a standard

20 particularly to be applied to operators.  But

21 I think the other thing that is interesting

22 that we found is that those other industries
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1 didn't just apply to the operating community;

2 they had applied it to the stakeholder group

3 in aggregate.  And I think the model that

4 really sticks in my mind is the FAA.

5             Is there any thought about how to

6 extrapolate this beyond just the operator as

7 having this onus to improve?  I think we

8 collectively have an onus to improve and use

9 this sort of standard to help provide some

10 structure and framework and intentionality of

11 how we plan to check/act with some sort of

12 intentional frequency and some sort of

13 process.

14             I know that is not the current

15 target.  But is the group really kicking

16 around that?  Because I think when we look at

17 the other industries that made the big change,

18 it wasn't just one sector of the group that

19 made it work.  It may have started in one

20 sector, but it really radiated to the

21 collective whole group that made it turn.

22             MEMBER McLAIN:  Yes, I think at
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1 least maybe we have conceptualized would there

2 be a section outside of operators, but we are

3 certainly not that far along.  I think it is

4 a good comment.

5             CHAIRMAN TAHAMTANI:  Jeff?

6             MR. WIESE:  Do you mind, Massoud? 

7 Because it would help maybe in tying to this,

8 for Andy's comment, and then, I do want to

9 come back and talk about Rich's.

10             Secretary LaHood put out a policy

11 directive a year and a half ago or so to all

12 of the operating entities within DOT to build

13 your own SMS.  I will tell you it is perhaps

14 not the easiest thing in the world,

15 particularly in a government institution, you

16 know, to build an SMS.

17             But PHMSA has been doing that.  We

18 have been drafting our own.  So, I think we

19 are listening as well as participating and

20 trying to model some of those.

21             But I think it picks up on things

22 Mike mentioned, you know, as well.  There is
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1 a broader concept in this, the safety

2 management world.  So, I did want to comment

3 on that.

4             And then, Rich, to respond in your

5 case, I think at least I can speak for PHMSA. 

6 We have always been highly-sensitive to the

7 demands on small operators.  We have worked

8 through APGA and the SIF every year to fund

9 lots of efforts to help small operators

10 comply.

11             That being said, as Ron said, we

12 have wrestled mightily with the question of

13 should this really be required of the external

14 environment or not.  FAA, frankly, continues

15 to wrestle with that.  You know, a lot of the

16 airlines have adopted it, but FAA didn't say

17 do it and we're going to force you to comply.

18             So, I think the real dilemma is

19 some people perhaps worry too much about

20 compliance instead of doing the right thing. 

21 The question -- and I did; I openly said to

22 the group -- Ron and others will say I said,
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1 you know, let us not dilute a document and the

2 right thing to do by worrying about its

3 compliance, because PHMSA, frankly, could

4 always say the regulatory bar for compliance

5 is up here.  You know, we have done that

6 before, and control room was a perfect

7 example.

8             So, it was just we wrestled with

9 that for a number of meetings.  I think we are

10 sympathetic to the point you are making.  I

11 think that the question about compliance is

12 really not upon us.  And when it does come

13 upon us, we can certainly entertain de minimis

14 levels and things like that.

15             But I think the Committee, by and

16 large, felt everything that we were talking

17 about would be recommended to the small

18 operator as opposed to required.  It would be

19 things that they would want to think about. 

20 So, again, not to hold their nose --

21             MEMBER McLAIN:  I would say, if we

22 left the impression we glossed over it, that
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1 was our fault.  That wasn't the intent.  But

2 risk is risk.  Whether you have got a 10-mile

3 pipeline or a 1,000-mile pipeline, you still

4 have got to think about, what are the

5 attendant risks?

6             I think if the risk doesn't exist

7 or it is so small you don't put resources on

8 it, that is fine.  But you have got to go

9 through the process to decide the risk isn't

10 there to justify it.

11             CHAIRMAN TAHAMTANI:  Thank you.

12             Sue?

13             MEMBER FLECK:  A comment and a

14 question.  First of all, I am in support of

15 thinking about the issues of scalability and

16 flexibility for the different sized companies

17 even within the not-public area, even within

18 the regular utility business.  The difference

19 in size from one company to the next just

20 drives you to consider that, and I think Jeff

21 made a good point about that it wasn't

22 intended to be a pure compliance issue, but we
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1 do have to consider that.  So, that is my

2 comment.

3             My question is, Nick was talking

4 yesterday about certification on systems like

5 PAS 55, soon-to-be ISO 55000.  That is almost

6 like a Safety Management System.  It is more

7 an asset management system.  But would a

8 company's pursuit of that kind of a

9 certification almost be able to kind of span

10 the two and get you?  Because it talks about

11 a lot of the same things, you know, management

12 leadership and having systems in place, and

13 continuous improvement.  And you actually have

14 to go through a rigorous

15 certification/recertification process every

16 couple of years to kind of keep those things

17 going.

18             So, what is your comment on that?

19             MEMBER McLAIN:  Well, that standard

20 has come up several times.  We haven't had

21 time to delve into deeply.  I think we intend

22 a presentation on that standard soon.
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1             I don't think any part of this

2 would be in conflict.  Now, if we found there

3 was something specific to pipeline that wasn't

4 in that standard, it might add to it, but we

5 are going to try to make that comparison.

6             MEMBER WORSINGER:  Rich Worsinger,

7 Rocky Mount.

8             Jeff, yes, PHMSA has always been

9 very sensitive and supportive of small

10 operators and the different set of

11 circumstances, the resources they have, et

12 cetera, et cetera.

13             APGAA's SIF has developed some

14 wonderful programs, and maybe possibly down

15 the road there could be something that comes

16 out of this.  We will have to see.

17             I am concerned if this is something

18 that is compliance as opposed to a guideline,

19 especially if it is a compliance standard that

20 was developed with the large operator or a

21 transmission pipeline in mind, and it is

22 applied to the system with 200 meters that
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1 goes down, you know, a small town.  Risk is

2 risk, and safety is No. 1 in everything we do.

3             I would just hate to see on that

4 small operator a compliance standard put forth

5 that is going to cause them to spend a lot of

6 money, from the standpoint of, is it

7 necessary?  That just needs to be taken into

8 account.

9             Thank you.

10             CHAIRMAN TAHAMTANI:  All right. 

11 There is a question in there.

12             MEMBER KUPREWICZ:  I guess I have

13 been doing process safety management for many

14 decades.  My first experience was a near loss

15 of a multibillion dollar refiner when a

16 billion dollars was a lot of money, and we

17 won't go into the live cost at that time.

18             You think things are crazy now. 

19 Just imagine when crude went from $2.50 to

20 over $18-plus almost overnight, how you can

21 lose perspective and all that.

22             And I am encouraged by what I am
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1 hearing and the dialog here.  I don't hear

2 anybody combating.  I hear some anxiety here.

3             My advice would be -- and I don't

4 have all the answers; there's a lot of smart

5 people in the room here -- but it is more of

6 a way of thinking within your company.  There

7 is no answer.  There is no cookie cutter.

8             I would be careful about

9 overreacting to certain standards that say go

10 do it this way.  It is more of a style of

11 thinking.  And I am encouraged by what Andy is

12 saying and other comments here.

13             I completely understand the

14 anxiety.  The last thing you want is a

15 management infrastructure on a little outfit. 

16 It is more of, how are you thinking about

17 doing your business?

18             And so, I am just going to hold my

19 judgment until I see the document come out. 

20 I think there's a lot of smart people working

21 this issue.  There is a tendency with a lot of

22 smart people to overwork the details, when
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1 really you are looking at the objective or how

2 are you approaching this and tailoring it to

3 your operations.

4             And there was an immense learning

5 curve because, even back 30-40 years ago, it

6 wasn't like smart people trying to blow up a

7 refinery.  It was we were losing control.  And

8 so, the fundamental issue of the process

9 safety management, how our management, from my

10 perspective, how are you dealing with this, so

11 you aren't getting in a situation where you

12 have lost checks and balances, and you get

13 into an issue where it drives you to the

14 failure.  And we are seeing too many of those.

15             And again, these aren't smart

16 people trying to make pipelines rupture.  But,

17 because of the smart people, they are

18 rupturing or doing other damage.  And so,

19 think of it as a process.

20             And so, I am going to hold my

21 judgment.  I think it is good to hear this

22 dialog going on from a public perspective, and
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1 I want to encourage that process.

2             MEMBER McLAIN:  And I would add

3 that large and small operators also have

4 angst.  I mean, how will this affect me?

5             And I probably should have put the

6 scope in this document, but it is intended to

7 be scalable, a framework for you to build on. 

8 It is a "what should be done and considered,"

9 not how to do it.  Companies will have to

10 develop that, often within their own

11 procedures.

12             So, you may have 10 manuals that

13 you use in a large company.  You are not

14 erasing those manuals.  You may have to do a

15 check, now how do I address this risk?  Is it

16 adequately addressed?

17             So, we hope it is scalable, that it

18 lets existing processes grow, not replace, and

19 that it is still cost-effective, too.  So, all

20 of those things we are trying to work toward.

21             CHAIRMAN TAHAMTANI:  Thank you.

22             Linda?
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1             MS. DAUGHERTY:  Really quick

2 comments.  One, back to Sue, I just wanted to

3 let you know that, as part of the preparation

4 process, when we start to get involved, we

5 actually did a table which compared all sorts

6 of different SMS-type things, including PAS

7 55.  Well, we had a bunch of them.  I mean,

8 the tables ran on for pages where we looked at

9 the various elements and tried to figure out

10 what would be the best way to go.  So, a lot

11 of thought had gone into see how those would

12 mesh.

13             The other thing I just wanted to

14 let folks know is we are working hard to

15 socialize the idea.  By that, I mean we are

16 giving presentations to our own folks, trying

17 to get them to think about these ideas, to

18 make it become more of an internal culture. 

19 We are also trying to educate other people

20 that we work with, you know, make the

21 information available, so it is not such a

22 strange concept.
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1             Because I think when people

2 actually look at some of the elements that we

3 are talking about, everyone will say, "Oh,

4 well, yes, that makes sense.  Yes, that is a

5 good idea, too."

6             It doesn't have to be a scarey,

7 crazy new idea.  It can be something we can

8 all be comfortable with.  Once we socialize it

9 a little bit better, I think people, their

10 comfort level will change.

11             CHAIRMAN TAHAMTANI:  Gene?

12             MEMBER FEIGEL:  I think the key is,

13 and I think Franz convinced me that, as long

14 as this standard is not proscriptive, but it

15 provides a framework of guidance, I am not

16 terribly concerned about the size scalability. 

17 I have got a lot of experience in

18 accreditation programs, such as the ASME

19 boiler pressure vessel code, where there is a

20 set of criteria for accrediting manufacturers

21 of pressure equipment all the way from a six-

22 man shop to some of the largest construction
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1 companies in the world.  And the scalability

2 has worked well for decades.

3             So, if your principles are

4 consistent with that, I am at least personally

5 not terribly concerned that you are coming

6 across with a one-size-fits-all approach. 

7 And, yes, will it take some time?  Of course

8 it will, but the specific approach and the

9 time taken for a very small organization to

10 implement that, given what they have got, I am

11 going to sleep tight tonight.

12             CHAIRMAN TAHAMTANI:  Thank you.

13             Any comments from the public?

14             (No response.)

15             Thank you very much, Ron.

16             The next item on the agenda is

17 Facility Response Plans and Mr. Mayberry.

18             MR. MAYBERRY:  Thank you, Mr.

19 Chairman.

20             And I understand today we are doing

21 a tag team.  Tim Phillips and Stephen Lloyd,

22 Tim Phillips from Colonial and Stephen -- he's
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1 somewhere -- with Enbridge will also be tag-

2 teaming with me.

3             But, first off, I have got 13

4 slides to go over with you on the status of

5 where PHMSA is on the Facility Response Plan

6 Program.  This is really an update.

7             Last year, you may recall, I was

8 here before this same group, well, actually,

9 only the Liquid Committee, providing an

10 update.  I will kind of pick up where we left

11 off there.

12             I might remind you as well, with

13 our Facility Response Plan Program at PHMSA,

14 the way we are organized is it is led by John

15 Hess, who is our Director of Emergency Support

16 and Security.  Under John, he has a staff that

17 deals with the program.  And I am going to get

18 in some of the changes that we have made over

19 the last couple of years, and it will be some

20 refresher on what I talked about last year.

21             Joining me today as well is Eddie

22 Murphy, "the Eddie Murphy".  He is our "the
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1 Eddie Murphy," who helped with this

2 presentation.

3             (Laughter.)

4             So, I am very grateful for Eddie's

5 support.  And many of you know Eddie, who has

6 participated in exercises and also assisted as

7 you develop or improved your Facility Response

8 Plans.

9             So, with that, again, I have 13

10 slides.  I am going to start with picking up

11 where I left off last year.  I will comment a

12 bit about the NTSB recommendations.  Linda

13 covered some of this earlier, where we stand

14 with those.  I will give you a broad-brush of

15 our initiatives we have in place, our plans

16 for improving the program that we have been

17 working on for some time and will continue to

18 do so.  And then, end it up with talking about

19 the Enbridge Chicago Zone Plan, which Stephen

20 will also be talking about in much greater

21 detail, but I can just kind of give you a

22 perspective on our interactions with Enbridge
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1 as that plan was developed or revised.

2             So, first off, you know, if you

3 have a photographic memory, you will know that

4 this is "the slide" I ended up with last year,

5 ending with our path forward.  And this is

6 around the time that NTSB was reporting on the

7 Marshall, Michigan failure.  So, our plan was

8 to obviously review those recommendations that

9 we anticipated were coming out of that.

10             Next, our plan -- and I will update

11 you on that -- is we were going to continue

12 the improvement of our program and how we

13 implement that.

14             And by the way, last year a lot of

15 my discussion, which ended with this, was

16 instructional.  You may recall I went through

17 the Executive Orders that kind of gave you a

18 primer on why we do this, why we are in

19 business, why PHMSA is in business to review

20 and approve Facility Response Plans.  So, I am

21 not going to go back into that because I know

22 you all will remember that.  But, anyway, that
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1 was the focus last year, in addition to giving

2 you kind of a status of where we stood on the

3 program.

4             Also, last year I said we were

5 going to look at better alignment with our

6 sister agencies, in particular, the EPA and

7 the Coast Guard.  And I will update you on

8 that as we go forward in these next few

9 slides.

10             And then, better integrate our plan

11 responsibilities with our Pipeline Safety

12 Inspection Program.  In other words,

13 distribute the responsibility to the region. 

14 And we have done some of that, and I will

15 update you on that.  Some of that was

16 contingent on some budgeting.  We were hoping

17 to receive some additional support on that. 

18 So, we are kind of not where we want to be on

19 that, but we have made some progress.

20             Anyway, to start out with, we

21 received, well, the Department of

22 Transportation, including PHMSA, received four
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1 recommendations on July 25th from the NTSB. 

2 Two went to the Secretary, P-12-1, P-12-2.  As

3 a result of their investigation, they wanted

4 the Secretary to audit our program, Facility

5 Response Plan Program.  And to put that in a

6 nutshell, where we stand on that is there is

7 an audit that is underway with that.

8             And then, on the second

9 recommendation, allocate sufficient resources

10 to ensure that we meet all the requirements of 

11 OPA-90.  And I must say on that we have added

12 staff.  We also have proposed in FY13, which

13 I will talk a little bit more about later,

14 budget, we had proposed to add staff.  But,

15 also, some of that will be contingent of

16 accomplishment or completion of P-12-1, the

17 audit.

18             There are two that went directly to

19 PHMSA, 12-9, which recommended that we

20 harmonize our planning requirements to those

21 of sister agencies.  And as far as where we

22 stand on that, we have -- well, first off, let
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1 me just say it didn't take these

2 recommendations for us to take action.  You

3 know, if you go back -- and I mentioned this

4 last year -- if you go back to 2012, well

5 before Marshall, and even before Deepwater

6 Horizon, we were taking a hard look at our

7 program.  And to Cynthia Quarterman, our

8 Administrator's credit, she was asking some

9 pretty hard questions about why we do what we

10 do, the way we do it.

11             At the time, we had basically one

12 person who was reviewing and approving plans

13 and a process that could be improved.  And

14 that was noted early in 2010.  And so, we

15 started to take action well before the

16 Marshall, Michigan incident and before

17 Deepwater Horizon.  In fact, you might say

18 that, really, these recommendations kind of

19 empower us, if you will, or add ammunition to

20 some of the changes we do want to make and

21 some of the improvements we do want to make to

22 the program.
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1             But it needs to be reiterated,

2 though, that it didn't take Marshall for us to

3 really start action on the program.  It

4 started well before that.

5             And since that time, we have, also,

6 in addressing this reg, but, then, we knew

7 beforehand, we have increased staff and

8 requested money.  I mentioned the 2013 budget. 

9 We looked for additional funds to increase our

10 regional staff and, then, some IT support to

11 have a better program, a platform to manage

12 the plans that we do review and approved.  But

13 we didn't get that funding.  Nonetheless, we

14 are working within our budget, current budget,

15 to make improvements.

16             And then, also, related to that, we

17 are working with EPA, Besse, the Coast Guard

18 on several fronts not only as that sub-bullet

19 says, revise the prep guidance, but, then,

20 also, in just how we can harmonize better.

21             You know, each of those agencies

22 has a slightly different mission.  I know
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1 there are always challenges you have in

2 working with other agencies, in particular,

3 the EPA.  But the good news is we have open

4 dialog; we have had constructive dialog.  And

5 you could probably point to the Enbridge plan

6 review that we all collaborated on as a good

7 sign and a good show of collaboration among

8 the federal agencies that do handle oil spill

9 response plans.

10             12-10 was to issue an Advisory

11 Bulleting, and Linda covered this.  I am just

12 going to give you a quick update on that.

13             We have -- and I won't read

14 everything up there; you can see what it says

15 -- but we plan to issue an Advisory Bulletin

16 soon.  We have got a draft that is circulating

17 right now.  So, you will be seeing that

18 shortly, hopefully, in the near future.

19             As far as initiatives in play, you

20 know, again, I have referred to this, and I

21 talked about it a little bit last year.  We

22 have revised our process where we receive the
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1 plans and review them.

2             We have a two-step process for

3 review of plans.  It is a primary review and,

4 then, a secondary review that is more like a

5 peer review that confirms the findings of the

6 primary review.

7             We have added staff.  You know, in

8 2012 alone we added four to the program.  We

9 have a total of seven right now.  Most

10 recently, we added a person a week ago who

11 started with the group, a very experienced

12 person, to have high hopes for helping us with

13 some of the process challenges we have and

14 making sure we have the right process and

15 streamlined process.

16             We standardized the procedures, and

17 we really went full tilt on that as far as the

18 new process in 2012.  We have increased our

19 outreach and coordination, cooperation with

20 partner agencies -- I have referred to that --

21 and then, the response community.

22             We work with operators, and we are
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1 always willing to meet with operators on how

2 to improve their plans.  I know we have had a

3 number of meetings and presentations with

4 operators, and we are open to do that.

5             And, of course, this is in line

6 with the mandate, the congressional mandate,

7 to make plans available to the public.  We are

8 working to do that.  As you might imagine,

9 that does involve an IT solution to make those

10 available to the public.  And what we are

11 talking about as far as through our website,

12 making them available.

13             When you do that on the government

14 side, they do need to be what is called

15 501(c)(3)-compliant or readable by persons

16 with disabilities.  So, that is one of the

17 challenges you have, or Rick.  Yes, they don't

18 just lend themselves to just posting them on 

19 the web as a PDF and you think you have

20 accomplished what you need to accomplish. 

21 There is a lot more to it to make them

22 readable on the website.
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1             Again, on initiatives, our goal is

2 to have what I call steady-state by February

3 of 2012.  That is a hard goal set by the

4 Administrator, that we will have -- and I will

5 tell you what we mean by "steady-state" -- we

6 will be caught up on the backlog of plan

7 reviews or plan approvals.  We will have a

8 system in place to post the plans publicly,

9 and that we will have a timely review of

10 plans.  When the plan is submitted to PHMSA,

11 we will review it in a timely manner and

12 respond to the operator in a timely manner.

13             And I would remiss if I didn't

14 mention the FOIA requests.  We have had a

15 number.  There are, I guess, two main ones

16 that are in play right now.

17             There is one from a group called

18 PEER, Public Employees for Environmental

19 Responsibility, that wants a copy of all of

20 our plans.  And then, there is also Pipeline

21 Safety Trust that we are fulfilling a request

22 for plans for the State of Washington and
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1 Michigan.

2             Of course, that is a time-consuming

3 process.  It takes some redaction before they

4 are released, just to remove the personal

5 information from them.

6             And then, also, lastly there, but

7 certainly not least, would be participation in

8 drills.  That has been a big focus for us

9 since Marshall, and since before Marshall

10 really.  We have really ramped that up

11 greatly.  In 2012, we did 48.  And here, year-

12 to-date, we have done 30.  So, we still have

13 the rest of the year to go.

14             And just an update on -- oh, that

15 is not showing up too well.  But, anyway, this

16 is the status on where we stand, Carl, with

17 FOIA actions for Michigan and Washington. 

18 That first column is the total number of

19 plans.  There are 17 in Michigan and 10 in

20 Washington, for a total of 27.

21             The number that have been -- let me

22 just make sure I get this -- the number to be



202-234-4433
Neal R. Gross & Co., Inc.

Page 237

1 reviewed is the second column.

2             There we go.  All right.  I didn't

3 know we had the dynamic image here.  Okay.

4             The number in the review process,

5 those are they have been reviewed and we are

6 looking for the operator to make some changes

7 to it.  That is the number in parentheses. 

8 And then, the number that we have released on

9 the far right, where release is imminent.  So,

10 those are the ones you either have in hand or

11 they are on the way to you.  So, a total of

12 12.

13             We have a few yet to go.  But that

14 is a high priority, and that does take, as you

15 can imagine, these plans are many pages, and

16 they don't really lend themselves to

17 redaction.  So, it is kind of a manual process

18 that we go through for each one.

19             Now, related to Enbridge, as you

20 may know, in the aftermath of the Marshall,

21 Michigan incident, we required Enbridge to

22 develop a revised plan.  In fact, NTSB had
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1 recommendations related to this.  And so, over

2 the preceding months, we worked with Enbridge

3 in the review and development of their new

4 plan for the Chicago zone.

5             It was a good process.  I know

6 there were a number of meetings between

7 Enbridge and us here in Washington and, then,

8 elsewhere.  And then, also, as we were

9 reviewing the final draft of the plan, we did

10 float that over to the Coast Guard, the EPA,

11 for concurrence with the plan.  And then,

12 also, the National Energy Board or Partners

13 Across the Border also had a review of the

14 plan.

15             So, it was a very good

16 collaborative process, I think, in working

17 just not only with Enbridge, but also our

18 federal partners, and then, our close partners

19 across the border.

20             The resulting plan we see as a

21 model, and we have posted it on our website,

22 but we see that as a model plan that other
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1 operators could follow, as an example of what

2 a plan should be.

3             And that is one of two plans we

4 actually have right now publicly posted.  The

5 other on our website is the Pegasus pipeline. 

6 The Exxon Mobil pipeline is also posted.

7 there.

8             But, as I mentioned before, our

9 goal is to make plans publicly-available

10 through our website.  You can access

11 Enbridge's plan through that link right there.

12             Yes, I just did kind a glossover of

13 that, but Steve and Lloyd will present that in

14 more detail as far as the Chicago zone plan. 

15 So, I am not sure who wants to go next, but

16 maybe Tim, yes.

17             Tim, you have the short straw.

18             MEMBER FELT:  Thank you.  Okay. 

19 Well, thank you very much.

20             What I want to do is just chat for

21 a little bit about industry efforts, the

22 liquid pipeline industry efforts on emergency
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1 response.

2             First of all, I would like to say,

3 first of all, is when we look at pipeline

4 incidents, there is a prevention side with

5 integrity management.  When I work with people

6 on this emergency response idea, a lot of

7 folks say, "You should put your effort on

8 preventing them in the first place."  And,

9 yes, that is true.  Obviously, we would much

10 rather have no incidents, but systems, people

11 are not perfect.  So, we have seen that,

12 despite people's best efforts, there is going

13 to be some kind of an incident somewhere.  And

14 so, we need to be able to respond to that

15 incident.

16             What I am going to talk about is

17 what we are doing as an industry to try to be

18 proactive in that response effort.  Yes, we

19 are going to get regulations, and we have

20 regulations.  Those regulations will change

21 over time.

22             But we didn't want to wait for
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1 regulations to change.  We wanted, as an

2 industry, to see what we can do right now to

3 improve our response capabilities.  And so, I

4 am going to talk a little bit about that over

5 the next couple of slides in the next couple

6 of minutes.

7             Yes, the NTSB kind of gave a nudge

8 to the industry.  But, really, just looking at

9 collectively pipelines in general, and the

10 number of incidents that have occurred over

11 the past several years, I think that is what

12 really got us motivated to try to initiate

13 something on our own.

14             So, about a year ago, a little over

15 a year ago, the liquid pipeline leadership

16 folks got together and proposed a task force

17 to look into what we could do to improve

18 emergency response capabilities as an

19 industry.  Part of what that team did was go

20 out and get input and insights from a lot of

21 different entities.  Okay?  Some of them are

22 listed up here; obviously, from PHMSA, but
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1 other places.  You know, when you are talking

2 about response, talking to the fire folks, but

3 also police folks, you know, all kinds of

4 responders.

5             From that, the group identified

6 some opportunities.  And actually, if you read

7 the report that they first presented, it was

8 more of we don't have this and we don't have

9 that.  But really what they are, they are

10 opportunities, for example, to better

11 communicate between all the parties involved

12 in response, sure, within the industry, but

13 between industry and the responders and

14 industry and PHMSA, for example.

15             We felt there was an opportunity to

16 increase the number of exercises that include

17 the different levels of agencies.  So, Alan

18 talked about the participation that PHMSA has

19 had.  How often do we conduct drills where we

20 invite local responders?  And I can't speak

21 for everybody, but, you know, as a company, we

22 are trying to do that as much as possible. 
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1 When we have a drill, we try to invite -- when

2 we have an exercise, for example, we try to

3 invite the local responders to participate in

4 the exercise with us as well as PHMSA

5 responders.

6             We have found that the whole idea

7 of response communications and training left

8 room for improvement as an industry, but also

9 for the agencies, for the first responders. 

10 There was no industry response training

11 certification.  Now we are not saying that

12 there should be.  We just found that there

13 wasn't any kind of certification.  Would that

14 be of value to us?

15             Inconsistent first responder

16 training, ineffectiveness.  Obviously, we

17 depend on first responders for what they do,

18 the first responders.  But how consistent is

19 the training or, I should say, the

20 capabilities that they have?  And so, we have

21 large facilities.  We have small facilities. 

22 But when there is an incident, we are
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1 depending on those responders in some case. 

2 In some cases, those responders are volunteer

3 organizations in the middle of nowhere.  And

4 so, how do we address that and bring everybody

5 up to an acceptable level?  So, anyway, that

6 inconsistency was one of the opportunities

7 that they found.

8             And then, just in general, no

9 performance standards existed within our

10 industry for what is expected for

11 communication, but also for preparedness.  You

12 know, I want to talk about some of these

13 points that I am bringing up, other folks are

14 probably addressing them in part.  This effort

15 will address some of them, too, and we are not

16 trying to duplicate any effort.  So, I will

17 make that point.

18             At the end, the team came up with

19 a target to align the industry, government,

20 emergency response organizations'

21 expectations, practices, and competencies in

22 order to promote timely and effective response
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1 to significant incidents.  And we broke down

2 the target into a couple of areas.

3             They proposed four broad goals: 

4 training exercises, learning and

5 communication.  So, under training, to create

6 standard pipeline incident response training

7 course and try to get adoption by first

8 responder organizations, trying to enhance

9 first responder training, but also trying to

10 enhance operator training.

11             From an exercise standpoint,

12 operators and emergency response organizations

13 to consistently exercise together on incident

14 scenarios.  This is a case where, when you

15 think about it -- and within our organization,

16 I always relate this to sports teams.

17             So, I will use football as an

18 example.  You can throw passes all day long to

19 the receivers.  That doesn't mean you will

20 score touchdowns in a game.  You can have the

21 line blocking and the running backs handing

22 off the ball, but, until you bring them
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1 together, they don't really have a play.  You

2 can practice the offense as a unit, but, until

3 you practice against the defense, you really

4 don't have a sense of how well you are doing. 

5 And, of course, the ultimate is a scrimmage or

6 a game.

7             Exercises are meant to be that. 

8 You know, you don't want the real thing to

9 happen, but you want to be as good as you can

10 to prepare for that real thing, for that game. 

11 And that is where exercises come into play. 

12 You can have your manuals.  You can have your

13 plans.  But it is the exercises that prove

14 whether you are good enough or not.  And what

15 you really want to have, of course, is

16 prevention in the first place.  But, if you

17 have an incident, you want to be able to

18 respond to it effectively.  And we think there

19 is a lot of room to improve the whole concept

20 around our exercises.

21             Ron talked about continuous

22 improvement.  And I think there is a lot of
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1 aspects of sharing/learning.  With our

2 industry, we have different forums and methods

3 of trying to share learnings, and we want to

4 make sure that we do that from an emergency

5 response standpoint as well.  We want to be

6 able to share learnings between companies, but

7 also with the emergency response

8 organizations.  And then, finally, we want to

9 make sure that there is open dialog between

10 all parties involved.

11             The response, when the team made

12 their presentation and their recommendations

13 from the leadership team, was they had their

14 recommendations and, then, they had a game

15 plan.  Here's what we propose doing this year

16 and next year and the succeeding years.

17             And it was nice that they were

18 thoughtful in the way they presented their

19 plan.  They wanted to make sure that it was

20 doable.  But leadership looked at it and said,

21 "It is not fast enough.  It is not aggressive

22 enough."  And so, we challenged the team to
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1 significantly accelerate the pace at which

2 they were going to implement these

3 recommendations.

4             So, this summer they came up with

5 an accelerated plan.  Leadership approved that

6 accelerated plan and backed it up with funding

7 and people resources, so that we could make

8 sure that the team that had studied this

9 effort and got all the ideas together, then,

10 wasn't the only group that was going to have

11 to go out and implement it.

12             I don't know if you have ever been

13 involved with those things.  If you have a

14 great idea, "Oh, we like that idea.  Now you

15 implement it," right?

16             (Laughter.)

17             We didn't want the team to be the

18 only one implementing.  They needed more

19 resources.  We were going to try to accelerate

20 the implementation, and that is what we did.

21             So, there are four different

22 strategies, I mentioned earlier.  The first
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1 one is on training.  And I will say upfront

2 that we are not sure that everything is within

3 our control.  And the first one is a good

4 example of that.

5             We would like to try to modify the

6 NFPA codes to require training for pipeline

7 emergencies.  Now this is our idea.  This

8 isn't a regulatory approach.  This is

9 something that we think would be helpful to

10 have some certain level, minimum level of

11 training, and if it could be certified or

12 required through the NFPA, then maybe that

13 would be one way of getting a certain base-

14 level of training and competence out to that

15 first responder group.

16             We wanted to make sure that we had

17 a formal industry program to share emergency

18 response training.  We thought of developing

19 an emergency response training portal, that

20 that might help both industry and emergency

21 responders, first responders.

22             In order to promote and support
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1 people going through the training, we are

2 proposing a grant program in order to help

3 first responders get trained.

4             And then, finally, we want to make

5 sure that we are together participating, as an

6 industry, participating in various emergency

7 response training workshops that are out

8 there, conferences, meetings that are being

9 held.  Of course, that means participating in

10 conferences, but getting exposed.

11             One of the things that the team

12 found is that, when they started doing some

13 research, there is a lot of groups that are

14 out there today holding meetings and

15 conferences that we are not aware of.  And

16 they are not aware of us necessarily.  If we

17 could somehow get connected, that we start

18 bridging that gap, opening some communication

19 between all the parties.

20             And sometimes you don't know what

21 you don't know.  There are groups out there. 

22 The more they got involved and asked
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1 questions, the more they found.  And so, we

2 think that that is an important aspect out

3 there.

4             You know, we talk about pipelines

5 all the time.  This is our job.  But there are

6 a lot of groups out there that maybe they have

7 heard of pipelines, but it just isn't on their

8 radar screen.

9             From an exercise standpoint, we

10 talked about developing a recommended practice

11 for the industry.  You know, the effort that

12 goes into something like that, you know, Ron

13 is dealing with some of that now.  I will say

14 that we probably don't have universal support

15 on that, but we don't need universal support

16 on it, either.  This is something that we are

17 probably going to -- I suspect there will be

18 enough leaders in the industry that will push

19 something forward like this, that we will make

20 it happen.

21             We would like to be able to do

22 something where we are tracking industry
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1 exercises and allow some members to

2 participate.  For example, we had an exercise

3 not too long ago, and we invited Enbridge to

4 kind of come in and actually not to practice

5 with us, but to be an advisor to us, to look

6 over our shoulders.

7             We think that there is an

8 opportunity, when you start talking about

9 sharing and learning, just to learn in the

10 training exercise program.  So, we think that

11 that is important.

12             We would like to be able to track

13 the exercises, so that we would have something

14 to report, rather than just individual

15 operators.  You know, as an industry, we don't

16 have a sense of how well we are doing.  Maybe

17 if we were tracking the exercises, the sizes,

18 the frequency, the quality of them, that would

19 be something to communicate.  But, also, if

20 you are measuring something, you have an idea

21 of whether you are doing well enough or if you

22 are improving.  And so, again, something that
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1 is measured gets improved.

2             A grant program for this as well,

3 to allow first responders to participate in

4 these exercises where that would be needed. 

5 And I think we heard some areas, some

6 communities are smaller than others, and maybe

7 that would be helpful.

8             To partner with -- I don't think I

9 will pronounce this right -- but TRANSCAER. 

10 They are the Transportation Community

11 Awareness and Emergency Response Organization. 

12 They are a voluntary organization to help

13 communities, but to work with them in

14 developing exercises on pipeline emergencies. 

15 So, you can take these folks that have an

16 interest and maybe bring them into the loop,

17 and how they can be better qualified as well.

18             And then, maybe some kind of an

19 endorsement program where we would categorize

20 certain types of responses and endorse that

21 this is an adequate type of a training

22 exercise.



202-234-4433
Neal R. Gross & Co., Inc.

Page 254

1             Again, details have to be worked

2 out, but the idea is to take it to a higher

3 level and not just go through the motions, but

4 to put some kind of standards and expectations

5 around these exercises.

6             Finally, I mentioned learning a

7 couple of times.  But, specifically, on

8 learning, I mean, you learn through going

9 through the exercises.  But, even beyond that,

10 to conduct a forum, and the industry has a

11 number of forums already, but we wanted to

12 make sure that there was a forum specifically

13 geared towards sharing learnings within the

14 industry and within first responder

15 organizations.

16             Again, maybe some kind of a system

17 or process of communicating when exercises are

18 occurring, so that we can promote or allow

19 different organizations to participate in the

20 drills.  They might want to participate in

21 more drills than just their local drill.  I

22 mean, that is part of the learning.  So, if
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1 there was a way of communicating when these

2 exercises are being held, that might promote

3 more, open the door for more participation.

4             Just the opportunity to share

5 articles that might be written within the

6 industry or wherever they are found, both

7 within the community and externally.

8             And then, the last one is to share

9 learnings from operators that do have an

10 incident and to share those learnings as soon

11 as possible.  And I think one of the

12 challenges is that, when an operator does --

13 and I can just tell you like when the Enbridge

14 incidents occurred, we tried to reach out

15 right away to Enbridge and say, "What

16 happened?  What can we learn from you?"  And

17 they were in a position where they weren't

18 allowed to discuss some of the information. 

19 And then, secondly, there were liabilities

20 that they had to work out before they could

21 feel comfortable sharing it.  So, despite

22 those things, when can we learn as quickly as
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1 possible from other industry incidents?

2             And then, finally, from a

3 communications standpoint, we talked about

4 maybe setting up an Advisory Board that could

5 decide how to communicate, what to communicate

6 broadly, develop a plan that could talk about

7 the strategies, goals, and the different

8 activities that are going on.

9             Because I mentioned before the

10 whole idea of communication is pretty

11 important, making sure that people know what

12 is happening.  I think when you don't know

13 what is happening, people worry, and there is

14 a certain amount of comfort if you can have

15 that detail and share that detail with others,

16 both within the communities and first

17 responders.

18             I mentioned earlier participating

19 in workshops and, then, to implement that

20 external kind of communication plan.

21             Finally, a few challenges that we

22 see.  I will speak from, I guess, some
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1 personal experiences.

2             I have, and I think our industry

3 has, a lot of passion around preventing

4 incidents.  But, if we have one, to respond

5 properly, adequately, we do depend on first

6 responders to participate in that effort.

7             A lot of times, you know, first

8 responders have a lot on their plates as well. 

9 And sometimes they are not aware, despite

10 everybody's efforts, of what is in their

11 community and what the risks are in their

12 communities.  And one of the challenges I

13 think we have is trying to get everybody's

14 attention when you are dealing with incidents

15 that, yes, there's a couple of them out there

16 that are significant and got a lot of

17 publicity, but folks think it doesn't happen

18 in my backyard.  These are low-frequency type

19 of incidents, but the consequences are high.

20             One of the challenges that we find

21 when we look at safety programs in general

22 within, and I will say "our company," I will
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1 say "within the industry," but in our company,

2 is it is easy for us to focus on the high-

3 frequency incidents that are oftentimes low

4 consequence.  But the real publicity comes

5 from the high-consequence incidents that

6 really don't occur very often.  So, how do you

7 get everybody's attention to where they

8 adequately train and prepare for something

9 that may never happen in their lifetime.  I

10 mean, that is the goal, first of all.

11             And, sure, some people will go

12 through a whole career in their community and

13 never have to respond to an emergency like

14 this.  So, how do you get that attention to

15 make sure that, when that bell rings, they are

16 ready to respond?  And so, I think that is one

17 of the challenges.

18             I mention that from the first

19 responder community, but that is a challenge

20 for pipelines as well.  I mean, as much as we

21 want to say we are ready to respond, you know,

22 if you haven't had a major incident, it is
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1 really tough to get your employees rallied

2 around that drill and the need to really be

3 ready for that incident that occurs at four

4 o'clock in the morning on a Saturday or

5 something.

6             You know, we have been fortunate to

7 not have had a serious incident in a number of

8 years, but we did have a tank fire a couple of

9 years ago.  We were fortunate, when that tank

10 fire occurred, for example, just another form

11 of an emergency, that we had drilled with the

12 local group just two weeks before.  And they

13 were onsite.  They were not only onsite, they

14 were onsite not just walking; they had

15 actually hooked up their fire hoses.  They had

16 walked the grounds.  They had put water

17 through the fire hoses on the tanks.

18             And I had visited the site not too

19 long after that drill occurred, and it was

20 actually about five days before the tank fire. 

21 I had grilled them on whether their drills

22 were adequate enough.



202-234-4433
Neal R. Gross & Co., Inc.

Page 260

1             The interesting thing for us was,

2 when that tank fire occurred and we felt we

3 had an adequate response, there was room for

4 improvement, but we had an adequate response,

5 we sat back and said, "Gee, could all of our

6 facilities have responded as well as that

7 one?"  And we concluded that we probably

8 couldn't.  And that initiated another effort,

9 just from a fire protection standpoint.

10             So, there are a number of scenarios

11 that can occur, but for some of our locations

12 they hadn't had an incident.  They weren't

13 taking the need to train and be ready serious

14 enough.  So, now I think we have kind of got

15 that religion.  The question is, how do you

16 maintain that?

17             I think one of the biggest

18 challenges is, you know, it is complacency,

19 but it is not intentional complacency.  It is

20 not like you don't care.  It is you haven't

21 had your bell rung lately.  So, you kind of

22 get comfortable, I guess, with the fact that
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1 you haven't had a serious incident in a while. 

2 And that is one of the challenges that we have

3 within the industry and dealing with first

4 responders.

5             And then, we touched on a couple of

6 times making sure that the local people have

7 the right information out there without kind

8 of violating any security issues.

9             We talk about plans and having the

10 right plans in place, but, to me, having the

11 plans is one thing; the ability to execute

12 those plans is another.  And this effort is

13 really focused on the ability to execute.

14             Thank you.  Questions?

15             CHAIRMAN TAHAMTANI:  Any questions

16 for Tim or for Alan?

17             MR. HILL:  Thank you.

18             My name is Robert Hill from

19 Brookings, South Dakota.

20             Do you know is anything similar to

21 this being done for gas pipelines?  Because I

22 am an Emergency Management Director for
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1 Brookings County, and I have been approached

2 by a company that owns a pipeline and they

3 want an exercise.  And I have been

4 researching, trying to get a plan, so I know

5 what tasks to evaluate during the exercise. 

6 And I am having a hard time finding anything.

7             Thank you.

8             MEMBER FELT:  I am not aware of any

9 plans on the gas side.  I will let somebody on

10 the gas side answer that.  This was something

11 that the liquid pipeline industry said, "We

12 just need to do something and we need to do it

13 immediately."

14             My sense is that the gas pipelines

15 probably had something already underway and

16 that maybe we were late to the party.  So, we

17 just said, "We need to hurry up and do our own

18 thing and do it quickly."

19             So, maybe someone else could

20 answer.

21             MEMBER ZAMARIN:  Chad Zamarin with

22 NiSource, from the Gas Committee.
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1             We do have both industry and

2 individual operator efforts.  There is an SGA

3 Work Group that has been formed that is

4 focused on a very similar effort and, in

5 particular, leveraging SGA's kind of unique

6 ability to educate a broad stakeholder group. 

7 they do a lot of webinars and educational

8 activities.

9             So, we have a lot of the material. 

10 A lot of the larger operators have been doing

11 it for a long time, but the SGA effort is

12 intended to help distribute that to a very

13 broad network that may not have had exposure

14 to it in the past.

15             And then, in our INGAA Work Group,

16 we have a team that has been focused for

17 several years on emergency response,

18 preparedness, and there is material available

19 from the INGAA website on this particular

20 initiative.  And also, I think any of us would

21 be happy to share that information.

22             And then, just the individual
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1 operators I think, to Tim's point, have been

2 doing a lot.  We have been trying to

3 coordinate that as an industry effort, but,

4 also, there is a lot that goes on from the

5 individual operator perspective.  But I think

6 there is a lot that can be shared if we need

7 to provide specific resources.

8             MEMBER FELT:  Let me make another

9 comment.  I think that a lot of times -- and

10 we have heard it said earlier today, too --

11 that communities will often look at a pipeline

12 as a pipeline.  But when you look at the

13 response to a gas pipeline versus a liquid

14 pipeline, and even within the liquid pipeline,

15 there's different products that they carry and

16 different responses that have to be made.  So,

17 it really is important that, even though we

18 might want to work together, there's different

19 responses that the community has got to be

20 prepared for.

21             CHAIRMAN TAHAMTANI:  Mr. Sur?

22             MEMBER STURSMA:  In one of your
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1 slides, you were working to have NFPA codes

2 require training for pipeline emergencies.  I

3 just want to be a little bit more specific. 

4 Most of the NFPA codes that I work with don't

5 look like very good venues for that, but maybe

6 there are some other codes you work with.  So,

7 I just wanted you to expand on that a little

8 bit.

9             MEMBER FELT:  Sure.  What we were

10 looking to do is put together a training

11 program for the first responders and find a

12 venue, whether it is in code, that says that

13 they should have some kind of training.  And

14 then, we would provide that training or some

15 kind of a module for that training.

16             Maybe that is not the right avenue,

17 but it was, from the team's standpoint, they

18 were saying, "We would love to be able to make

19 pipeline training, you know, response training

20 mandatory.  What is the right way to do that?" 

21 They are in the early stages.  During the

22 early stages maybe that is not the right way
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1 to do that, but we would like to try.

2             We have felt that if the fire

3 responders, if it was required for some kind

4 of a certification, some kind of

5 qualification, that that would kind of raise

6 the bar with everybody.

7             MEMBER STURSMA:  Maybe Mr. Hill

8 could respond to that more fully, but I am

9 aware that they do have various training and

10 some certification where you can point to

11 requirements.  It seems to vary with the

12 jurisdiction.  And if you get into that

13 system, it would help, although I think there

14 is really an awful lot of competition to get

15 into that system.

16             MEMBER FELT:  I'm sure.  And, you

17 know, when I started out, I said that we don't

18 control all of this.  This was an idea. 

19 Whether we can actually make that happen or

20 not, we will see.  But we really do feel that,

21 again, this is one of these things where, when

22 we as an industry depend on first responders,
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1 and while we have a lot of outreach to our

2 local communities, you don't know that you are

3 missing somebody somewhere along the way.  So,

4 it there a better approach than the individual

5 one-on-one outreaches that our company might 

6 have and another company might have?  We are

7 hoping that maybe the industry can help in

8 that area.

9             Again, we reached out to different

10 organizations in the very beginning.  I think

11 that this idea came from that outreach in the

12 very beginning.  So, we will work to figure

13 out what is the right way, if we can make it

14 happen.

15             CHAIRMAN TAHAMTANI:  All right. 

16 Let me have Jeff comment on that.

17             MEMBER FELT:  Okay.

18             MR. WIESE:  Because I think we are

19 on the save wavelength here, and I think Lanny

20 could certainly comment better than I could on

21 this one.  But that is actually NFPA 472. 

22 Lanny will correct me where I am wrong.
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1             And I am stepping out on a limb

2 here.  But the concept, we have been working

3 that angle with you all, as part of this

4 Pipeline Emergencies Working Group.  You know,

5 it goes beyond just the oil spill thing, and

6 it does go to some things that Robert was

7 talking about.

8             And it is about embedding it within

9 a structure that the emergency responders

10 already know.  It is the same sort of thing we

11 are doing with PIPA.  You know, we are trying

12 to get into the FEMA structure, embed it

13 within systems they already know and follow.

14 So, I think we couldn't agree more.

15             Lanny, I would invite any comments

16 from you.

17             But, as you all know, we have spent

18 a lot of money and a lot of time building

19 pipeline emergencies, you know, the sort of

20 training curriculum.  But, to make it succeed,

21 you have got to get it into people's hands. 

22 The trick is us trying to do it versus going



202-234-4433
Neal R. Gross & Co., Inc.

Page 269

1 through the fire service.  So, that was done,

2 more in response to your question.

3             CHAIRMAN TAHAMTANI:  Do you want to

4 follow?

5             MEMBER ARMSTRONG:  Yes, Lanny

6 Armstrong, representing the public, Liquids.

7             The NFPA 472 standards -- and

8 again, don't get confused with codes versus

9 standards -- because these standards are not

10 required.  They are simply standards.

11             Now in the regulatory requirements

12 for pipelines, and it clearly says that it is

13 supposed to meet -- your emergency response

14 plans and your responders from the pipeline

15 side are supposed to meet 29 CFR 1910.120,

16 which is the HAZWOPER standard.  And the

17 HAZWOPER standard specifically defines levels

18 of training.  It specifically defines spill

19 response and all of those aspects of emergency

20 response.

21             Most fire departments, if they are

22 in an OSHA state, which you guys struggle with
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1 that as well, they are required to do the same

2 thing.  If it is a non-OSHA state, typically,

3 the NFPA 472 standard kicks in, and 472 is

4 much more comprehensive than the HAZWOPER

5 standard.

6             But most fire departments are

7 trained to the emergency response or the

8 operations level.  And operations-level

9 responders typically are going to respond in

10 a defensive fashion.  They are going to

11 contain.  They are going to try to prevent any

12 additional contamination, but they will not

13 respond offensively.  They won't block the

14 valves in.  They are not going to do any kind

15 of cleanup.  All they are going to do is

16 maintain the spill or try to control or

17 contain it.

18             The technician-level responders are

19 typically HAZMAT teams.  Those guys will

20 actually block in things or, if they can do

21 something offensively, but this is all based

22 upon the four parameters of life safety,
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1 property conservation, environmental

2 stabilization.  So, once those aspects are

3 done, the emergency response phase is over and

4 the cleanup begins.  So, I can tell you now

5 that fire departments are not in the cleanup

6 business, and that is not going to happen.

7             So, some of the issues that you

8 mentioned are already being addressed.  I know

9 472 -- I work with those guys quite regularly

10 -- that is being expanded already.

11             The DOT Emergency Response

12 Guidebook has already been expanded.  It has

13 an expanded pipeline section.  So, those

14 things are already happening.

15             MEMBER FELT:  I just hope I didn't

16 imply that we would expect the fire department

17 to be doing the cleanup.

18             (Laughter.)

19             I mean, when I talk about emergency

20 responders, we do have contract crews as well

21 that supplement.

22             CHAIRMAN TAHAMTANI:  Mike?
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1             MEMBER BELLMAN:  Mike Bellman, Gas

2 Committee.

3             I guess this is one of the areas

4 that a municipal gas company has a little bit

5 of an advantage.  For one, we fall under NIMS,

6 the National Incident management System.  We

7 have training in incident command systems.  We

8 are part of that.

9             As a matter of fact, next week I

10 get to spend the entire week in beautiful

11 Emmitsburg, Maryland at the Emergency

12 Management Training Site with all of the

13 senior staff for the City of Richmond.  That

14 includes fire, police, social services, animal

15 rescue.  It includes Virginia Commonwealth

16 University is sending a representative.

17             And believe it or not, all of you

18 in the utilities, you have a place at the

19 table under the NIMS program in an EOC.  It is

20 called ESF-12.  And ESF-12 is Emergency

21 Support Function 12, and it is energy.

22             So, in any kind of incident, you
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1 have a place at the table.  All you need to do

2 is contact your local emergency managers and

3 say, "Hey, when is the next time you are doing

4 a drill" or "Hey, when is the next time you

5 are having an activity?  We would like to come

6 and staff your ESF-12 seat."

7             There is online training.  ICS-100,

8 400, those are all online.  Well, the 400 is

9 a training class, but 100 and 200 are online

10 training.  You can see what the structure is

11 that is used across the nation by every

12 organization.

13             We do not qualify for FEMA help on

14 replacing public infrastructure unless we go

15 to this training.  And that is why we have

16 kind of a bit of a step-up there.

17             CHAIRMAN TAHAMTANI:  Thank you,

18 Mike.

19             We have another speaker on this

20 subject, but we are going to take a 15-minute

21 break, a 15-minute break because you all need

22 it.
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1             (Laughter.)

2             (Whereupon, the foregoing matter

3 went off the record at 2:46 p.m. and went back

4 on the record at 3:04 p.m.)

5             CHAIRMAN TAHAMTANI:  You know, as

6 the Chairman, you always wonder whether you

7 should give people a break because they never

8 come back on time.

9             (Laughter.)

10             So, no more breaks from now until

11 eight o'clock.

12             (Laughter.)

13             With this, I will turn it over to

14 Jeff to sort of introduce our next speaker.

15             MR. WIESE:  Great.  Thank you very

16 much, Massoud.

17             Before Stephen gets started --

18 Stephen Lloyd is coming down to talk to us

19 about Enbridge's experience in emergency

20 response plans -- I thought I would take just

21 a moment (a) to thank Stephen for doing that,

22 because I know, as he has said, he has sort of
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1 lived on a plane for the past 18 months.

2             But I wanted to tie back to an

3 earlier presentation, the one that Ron was

4 doing on Safety Management Systems.  And

5 really, as we get into this, when we talk more

6 about that, we will be talking about things

7 like safety culture; how does that play in? 

8 We have been embedding some of those

9 principles in the Safety Management System.

10             But I think amongst the things that

11 you hear, whenever you get into a dialog like

12 that, the continuous improvement is one thing. 

13 The sharing of lessons learned, you know, and

14 the reaching outside of your own organization

15 to see what there is that can be used to

16 improve yourself.  You will hear that, no

17 matter what standard it is.  I mean, I think

18 that is just a lesson that everyone has

19 learned along the way about how do we get

20 better; how do we do something better?

21             So, the Enbridge folks, at our

22 request, agreed to come down and share some of
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1 the lessons they learned after Marshall,

2 Michigan.

3             We have been integrally involved. 

4 If Alan was here, I would point that out.  And

5 people in our Central Region, we have a new

6 Regional Director out there, not that I am

7 upset about it or anything.

8             (Laughter.)

9             But she will get her hands full

10 there.

11             But, at any rate, we appreciate it

12 very much, Stephen.  And this is an

13 opportunity, I think, for Enbridge to sort of

14 draw back and share some of the lessons they

15 have learned along the way on that.

16             But, with that, Stephen, I will

17 turn it over to you.

18             MR. LLOYD:  Great.  Thanks very

19 much.

20             Is the microphone working well

21 enough for everybody?

22             Well, I, for one, was very thankful
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1 for the break, as a presenter and, as you say,

2 living in a plane, sort of trucking around,

3 really presenting our story since Marshall and

4 what we have done.  And it is really

5 important, and you will see a lot of those

6 themes threaded through here.  You get worried

7 about the post-lunch dip and the coveted

8 position of going at around two o'clock in the

9 afternoon.  But it is now three o'clock.  I

10 see lots of Starbucks cups sitting there.  So,

11 I am sure there will be lots of energy and

12 questions for me.

13             But, anyway, I really do appreciate

14 the opportunity to come down and present and

15 talk about our story.  And this presentation

16 is a little focused on plans and the work that

17 we have done to sort of step up our game when

18 it comes to facilities response plans or

19 emergency response plans.

20             But throughout the presentation

21 there is a few threads of other lessons

22 learned.  I am definitely on the emergency and
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1 security management side of the teams, so more

2 than willing to answer any questions related

3 to that.  I can't speak a lot to our integrity

4 programs and those other types of issues that

5 I am sure are idling away here in the room,

6 but there's more than enough bodies at

7 Enbridge that can definitely speak to that, if

8 you need to.

9             So, I think I have you for about 20

10 minutes.  There's only 40 slides.

11             (Laughter.)

12             There actually is 40 slides, but I

13 will go through them quickly and we will get

14 you to the end of your day.

15             So, for the next 20 minutes or so,

16 we will kick off a little bit about Enbridge. 

17 I am not really sure what the education level

18 is in the room around the size of Enbridge and

19 the kinds of things that we do.  So, I do have

20 a slide on that.

21             Some actions and learnings, plan

22 improvements, and spend a little time on plans
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1 and the work that we have done and programs

2 improvements, and then, sort of wrap it up

3 with our first responder education program. 

4 And given some of the messaging and themes and

5 comments I have heard around the room today,

6 it is probably worthwhile just talking a bit

7 about how we stepped up our game on our first

8 responder education program as well.  So, I

9 have some screenshots from our education

10 course from our portal and some information on

11 that.

12             There is something wrong with the

13 projector, I think, with the colors, but it is

14 okay.

15             So, a little bit about Enbridge. 

16 I am not going to read everything down the

17 lefthand, or your righthand, side of the

18 screen.  But, more than just liquids

19 pipelines, we are made up of three basic

20 business units, liquids pipelines being one

21 where I am embedded in the organization,

22 fortunately or unfortunately.  Gas
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1 transportation or transmission out of Houston,

2 so a lot of Gulf assets, and gas distribution 

3 out of Toronto.  So, basically, consumers' gas

4 to homes and many millions of customers.

5             As far as the size of Enbridge, we

6 employ about 6,000 people.  You may have heard

7 different numbers, but if you add in provision

8 contractors and contractors, we employ well

9 over 10,000 people across North America.

10             And our pipeline effectively starts

11 as far north as Norman Wells, Northwest

12 Territories; as far south as Cushing, Oklahoma

13 for liquids, and as far east as Sarnia,

14 Ontario, and growing all the time, as you

15 probably understand from the news.

16             Also, in regards to other

17 businesses that we are in, sort of renewable

18 energy, the gentleman that presented first

19 this morning, and seeing that little peak in

20 the graph, you know, we have, I think there is

21 actually a statistic there, so 270 megawatts

22 of wind development capacity across the
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1 system; solar energy, all those kinds of

2 things that Enbridge is definitely embedded

3 in.  So, there is sort of a 100,000-foot-level

4 view of Enbridge across North America.

5             This has to be the largest

6 presenter clicker I have ever seen.  For you

7 hockey fans, it is the size of a hockey puck.

8             (Laughter.)

9             So, as far as actions and

10 learnings, really fundamentally, since the

11 days of Marshall and really BP, the world of

12 emergency management has really changed.  It

13 changed for Enbridge.  It was a watershed

14 moment really for a lot of learnings, for

15 stepping-up our game.

16             At this point in time, you know,

17 emergency response has always been very

18 important to Enbridge and, arguably, very

19 important to pipeline companies, but we have

20 always been -- and I think somebody else

21 alluded to it earlier today -- we are just

22 used to being a sleepy company that kind of
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1 distributes energy across North America.  And

2 now, all of a sudden, with some significant

3 incidents, the education level of the public,

4 there is a little more scrutiny and spotlight

5 around what are the things that we are doing;

6 what is actually going on in our backyards

7 kind of thing, which is actually a good thing.

8             But in regard to emergency

9 management, I started at Enbridge as a

10 Training Coordinator.  My background in

11 emergency management is with the Canadian Red

12 Cross and international disaster relief and

13 those kinds of exciting types of incidents.

14 Joining Enbridge and helping them ramp-up

15 their emergency management programs has

16 actually been quite a journey, and it still

17 continues today.

18             But we were connected really,

19 really quickly -- when I was put into the

20 position and asked, "You know, Stephen, what

21 does good look like from an emergency

22 management perspective?  What does that look
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1 like?"  So, my senior leader, Steve Wuori,

2 asked me that I think day two on the job.

3             And as soon as you start to message

4 what does good look like, you get asked very

5 quickly -- and there are some senior leaders

6 in the room here -- not what does good look

7 like, "What does great look like and how do we

8 get there?"

9             So, when I say the world has

10 changed, there is really a lot of emphasis

11 around planning, how do we respond, on the

12 consequence side of that bowtie, when you have

13 had your incident.  And there is also an awful

14 lot of work that goes on on the prevention

15 side as well.  But my world is really on the

16 consequence side.

17             So, preparedness is key.  We are

18 connecting more than ever.  So, there are a

19 lot of industry partners here.  I presented

20 our story to Phillips 66.  We have done some

21 benchmarking with them, with Colonial

22 Pipelines.  We are well-connected-in with some
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1 of the players at Marathon.  And even on the

2 Canadian side, there are a lot of companies

3 that are standing up and asking for

4 information, asking for presentations just

5 like this, in lieu of actually being forced

6 ore regulated to go out and tell the story. 

7 Industry is very interested in what are we

8 doing about our programs, what are we doing to

9 make them better.  So, it is really a good

10 news story from that perspective.

11             So, as far as some of the high-

12 level themes, our ability to ramp-up and go

13 big early is really one of those key messages

14 and really not underestimating the size of the

15 event.  And I used to be a flight paramedic

16 years ago, and I often heard from the fire

17 guys their theme of one is none and two is

18 one.  So, if you ordered one fire truck, it is

19 going to break down on the way to the fire. 

20 So, really, the whole sort of tongue-in-cheek

21 aspect around making sure you go big early and

22 ramp-up quickly.  It is one of our key
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1 messages from a numbers perspective, is don't

2 really underestimate how big an expanding

3 incident is really going to get.

4             Case in point, Marshall, Michigan. 

5 It affected everything from documentation to

6 resources, to training, capability, planning. 

7 A lot of those threads are through our lessons

8 learned.

9             Really understanding both internal

10 and external support groups, so who is out

11 there in industry that is there to help you,

12 and who are the A Team and who are the B

13 Teams, and understanding that very quickly. 

14 So, if you have an incident, you get you're a

15 Teams there very quickly.

16             And more importantly, inside your

17 organization, even if you have somebody

18 responding to an incident, back at home base

19 there is a fair amount of draw on resources to

20 support people from a distance.  Are we really

21 planning and prepared to deal with that and to

22 deal with that resource drain?  So, those are
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1 the kinds of things that hit home.

2             Training and organizational

3 readiness.  We have always had ICS training at

4 Enbridge at some level and at some point. 

5 Marshall, Michigan happened.  We entered into

6 unified command with 35 different agencies,

7 and we thought we knew unified command and how

8 to behave, how it worked.  And we, quite

9 frankly, were educated relatively quickly as

10 to what true unified command was.

11             As of today, basic ICS training in

12 our organization, which is NIMS-related, so it

13 was very nice to hear that said earlier, is a

14 three-day program for our people that are

15 going to be filling Section Chief roles and

16 above.  We can't necessarily say that before

17 Marshall, Michigan it was that dedicated of a

18 mandated matrix which is now reflected in our

19 ER plans as well.

20             Worst-case planning scenarios.  We

21 have an entire team of people that deal with

22 risk, worst-case scenarios, high-consequence



202-234-4433
Neal R. Gross & Co., Inc.

Page 287

1 areas, all those kinds of things.  We are

2 better connected with that group now than we

3 ever have been before.

4             And really, when it came down to

5 planning -- and I know Ed is sitting there and

6 will probably smile -- we have always known

7 what those worst-case scenarios were and how

8 to plan for them, but we never really spelled

9 it out in our plans effectively.  We didn't

10 really show how we came up with the numbers or

11 why we considered one area over another.  And

12 as of today, now they do.

13             We have always had the information,

14 but it has been kind of smattered across our

15 organization.  So, for the organizations that

16 are out there, you really have to put some

17 brain power behind where should the

18 information really be living, not just to meet

19 a regulated document perspective, but to make

20 a document useful for when people need to

21 respond and use it, to make an actually usable

22 document.
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1             And records management, I actually

2 deleted a slide, but I have a great picture of

3 the final report that we filed with the EPA,

4 and it was three long tables like this.  It

5 was 297 binders.  And some of the folks that

6 have seen my other presentation can see what

7 that report looked like, that single report,

8 19 meters high.  And it really needs to drive

9 towards how do we document management in a

10 company.  How do you get a hold of those

11 records quickly?  Do you have access to those

12 records quickly in order to meet reporting

13 requirements?

14             It is also a slow presenter.

15             So, planned improvements.  Really,

16 hats off to the work that DOT/PHMSA really

17 helped us out, to be honest.  And I know that

18 we are sort of making a theme of patting

19 government on the back here.  So, I think it

20 happened the first thing this morning, and we

21 will keep doing it.

22             MR. WIESE:  That is only twice this
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1 year.  We'll take it.

2             (Laughter.)

3             MR. LLOYD:  Twice this year.  Well,

4 let Enbridge be on record, I guess.

5             But, really, in helping us, quite

6 frankly, bring our plans up to expectations. 

7 It has been a process.  It has been time-

8 consuming.  But the effort has definitely been

9 worthwhile.

10             I know our leadership, we are very

11 happy with the product that is approved now. 

12 Pur ICP, Integrated Contingency Plan, has been

13 approved, which is great news.

14             If you put the ICP next to the plan

15 that we had for our response for Marshall,

16 they are literally years apart, lightyears

17 apart from what we had.  So, the plan

18 improvements are fantastic.

19             And John has Ed Murphy.  I know

20 that when I got told I was going to working

21 with a gentleman by the name of Eddie Murphy,

22 I was really looking forward to getting an
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1 autograph.  And then, I met Eddie, and you

2 still owe me an autograph.

3             (Laughter.)

4             But it really has been good.  Just

5 to sort of reset the clock a bit, we have

6 always had an emergency response plan.  It was

7 called Book 7.  For those of you who have done

8 your reading on the NTSB report, very critical

9 of that plan and really should have been.  The

10 information for responders was incorporated by

11 reference, and I have heard that a couple of

12 times here today.

13             Across our organization, whether it

14 be safety books, process-safety-management-

15 type manuals, all those kinds of things, when

16 you actually responded -- and Ed was at our

17 enterprise-wide drill when we had our seven

18 manuals in a row there, everything from safety

19 to welding, to operating procedures.  And

20 there were different pieces of information

21 across all seven binders.  It was a library.

22             And really, to think about a
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1 responder and how would they be expected to

2 really use all of that information when really

3 needed, you really needed one document and one

4 plan.  And that is what the Integrated

5 Contingency Plan does for us.

6             We actually took all the

7 information we already had, make it a little

8 more concise, a little more readable, and much

9 more usable, importantly, for the responders. 

10 So, that is where we ended up.

11             And it really was a good

12 experience.  It was a great education both

13 ways, actually, I would like to say.

14             So, as far as some of the details

15 around what has improved, worst-case

16 discharge.  So, we had our numbers in there. 

17 We weren't really explicit about how we

18 calculated it three different ways.  We had

19 great discussions over breakout tankage, and

20 we won't get into that debate here, but some

21 great discussions about what does that mean.

22             Notification.  How do we actually
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1 notify within our own company?  Who needs to

2 know what and by when?  We always had

3 processes and practices, but really make it

4 formalized in the plan.

5             OSRO identification.  We had

6 agreements across North America for OSROs to

7 come and assist, which is U.S. Coast Guard

8 language, but were they actually spelled-out

9 and defined in the plan and in place?  We

10 really, really pulled the bar up to really

11 meet muster in regards to OSROs.

12             ICS roles and responsibilities.  I

13 will go into tools and job aids a little

14 later, but, again, stepped up not only in

15 training, but also around tools.  And we found

16 out about tools and roles and responsibilities

17 by some of our other partner pipeline

18 companies.  Just sort of asked them, you know,

19 "How do you guys address this?"  And very

20 transparent on how to do that.

21             The term "qualified individual" is

22 a new term in our organization today. 
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1 Whereas, before there was an Incident

2 Commander, the gentleman that could sign the

3 checks, mobilize the resources, we always had

4 that type of role and responsibility, but

5 never really deemed it "qualified individual". 

6 So, we spelled that out in our plans as well,

7 so it is clear.

8             And then, integration of

9 appropriate regulations with the U.S. Coast

10 Guard and EPA, making sure that we have

11 reviewed plans and other expectations and

12 standards to make sure that they are adopted,

13 too.  So, when you start talking about prep

14 guidelines for the U.S. Coast Guard, ERAPs,

15 ICP, EPA-type language, all that language is

16 now threaded through those plans to sort of

17 make sure we are all speaking the same

18 language.

19             Did it move?  No.  Did I hit a

20 wrong button?  That is the end of the

21 presentation.

22             (Laughter.)



202-234-4433
Neal R. Gross & Co., Inc.

Page 294

1             The oldest clicker in the world

2 just died.  So, can you advance the next

3 slide?  Is that okay?  Maybe I will just get

4 you to do that.  Okay.

5             So, as far as plans go, the

6 Integrated Contingency Plan, we have a core

7 plan, and zone response plans for geographical

8 areas across our pipeline in the U.S.  We have

9 actually taken that same model and applied it

10 to Canada, which is really interesting. 

11 Through the peer-review process that DOT/PHMSA

12 pushed our plans through with the Coast Guard

13 and EPA, they also shared it with the NEB,

14 which is really interesting because one is a

15 very performance-based-type regulation;

16 another is very prescriptive.  So, the size of

17 the regulation documents are quite different. 

18 So, feedback from the NEB was interesting

19 because I actually wasn't quite aware of what

20 ICP-type standard language was.

21             We are taking that level of

22 planning to the Canadian side, and those plans
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1 are in draft right now in Canada.  So, we are

2 actually pushing the bar.  Really, from an

3 early management perspective, our ER plans

4 really shouldn't see a border.  We should just

5 be following the most prescriptive rule, and

6 then, advancing the bar beyond that.  So,

7 really, U.S. and Canadian borders really

8 shouldn't apply.

9             With a company of our size, very

10 similar to the companies of a lot of sizes in

11 the room, people relocate all the time within

12 a company.  It would be a perfect world if a

13 general manager or a qualified individual in

14 one part of the company relocates to a

15 different company for work within the same

16 company and the plan actually looks the same

17 to make it usable, especially in a time of

18 crisis.

19             Above and beyond that, we have

20 adopted tactical response plans.  So, this was

21 another bar that we became aware of.  But what

22 do you do in those areas of high consequence? 
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1 And, yes, that is a picture of the Straits.  

2 We have a tactical response plan for the

3 Straits of Mackinac, and, basically, really

4 pushing the bar above and beyond what your

5 typical regulated emergency response plans

6 are.

7             So, there will be a few people in

8 the room that will understand local area

9 planning commissions and which plans take

10 precedence.  We actually give this plan away

11 to those folks.  So, we put the time, effort,

12 and money into it.  It takes a lot of time,

13 effort, and money to generate those tactical

14 response plans for the right reason.  And

15 then, we hand it over to local area planning

16 commissions, so that they can help update

17 their own plans as well.  So, it has been a

18 great tool from a public awareness and public

19 relationship perspective as well, so that we

20 try to help.

21             And, of course, beefing-up control

22 point mapping.  So, once you know what
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1 tactical response plans are, strategies,

2 divisions, all the things that go into a

3 tactical response plan, you can actually pull

4 out some of those key pieces of information

5 and start beefing-up your own control point

6 mapping, and that is what we have done as

7 well.

8             So, since Marshall, not only strive

9 to meet our regulatory submission of our ICP,

10 but also gone above and beyond that for

11 planning as well.  Just interestingly enough,

12 the five-year submission cycle fell during the

13 same time that we were updating our plans as

14 a result of Marshall, Michigan, and making

15 sure that we pulled ourselves up by our

16 bootstraps really.

17             Next slide, please.  Oh, try my

18 clicker?  Now the clicker works.  You are

19 good.

20             So, response time mapping, I do

21 have a couple of maps in here to show you,

22 but, really, historically, our maps were a
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1 simple line drawing with circles, one hour,

2 two hours, three hours.  And I know response

3 times can be contentious and a hot topic, but,

4 really, understanding how we actually mobilize

5 a single resource or even our contracted

6 resources to a potential spot along our

7 pipeline.  It is somewhat difficult to do

8 sometimes.

9             So, we adopted or had access to

10 some of the latest GIS information that we

11 could possibly get, systems, to really beef-up

12 our mapping beyond simple circle diagrams that

13 you could draw with a compass around your

14 pipelines, to really understand what does it

15 take to mobilize your resources.  Color-coded

16 them effectively.

17             We included our own Enbridge-owned

18 equipment, and I will go into that a little

19 bit later, but also our OSRO equipment.  So,

20 even though OSROs are certified by the U.S.

21 Coast Guard, we took our plans to the next

22 level and included them in the maps as well,
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1 to basically say, if we actually activated our

2 contractors, this is how quickly they are

3 going to get there.  And, of course,

4 environmentally-sensitive areas.

5             So, this is a screenshot.  And

6 again, the color doesn't really show that

7 great on the projector.  But the color-coding

8 system really I'm glad to see because this is

9 red, red meaning a lot further time, green

10 meaning very close.

11             This is an example of mobilizing a

12 single resource from the Chicago Region, one

13 of our Enbridge-manned stations.  That is

14 right here.  So, this is just a single map for

15 a single Enbridge resource responding to a

16 single spot within the Chicago Region.  And we

17 have done that for all our resources across

18 all our pipelines for all our mileposts.  It

19 is a huge leap forward in trying to define

20 your response time, which really helps you

21 figure out your gaps in your response model.

22             The next map I have is Clean
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1 Harbors, who is one of our OSROs, for one of

2 their single trailers to respond out of

3 Chicago also.  And it is color-coded.  Again,

4 the projector doesn't really do the picture

5 justice.  But the maps are actually quite

6 fantastic from the perspective of planning and

7 really help you, especially when you marry

8 that with the worst-case discharge, guillotine

9 eruption of pipeline, breakout tankage.  It

10 really helps map how are you going to get your

11 equipment there quickly, and this is part of

12 our plans now.

13             Our tactical plans, so this is

14 really seen as an industry-leading-type model. 

15 Other companies do it also.  I am not here to

16 say that Enbridge is the only company that has

17 had this epiphany of tactical response plans. 

18 But, really, in areas of high consequence or

19 high risk, what are you going to do above and

20 beyond that?  And really, what tactical

21 response plans does for us, they actually

22 define strategies/areas in that specific area



202-234-4433
Neal R. Gross & Co., Inc.

Page 301

1 and how you would deploy them quickly.

2             So, in the days of Marshall, it

3 literally took weeks to come to terms and

4 unified command on response divisions, as you

5 division-up your areas for response, whether

6 that be SCAT response areas, recovery areas,

7 booming strategies, all those kinds of things. 

8 You do the work in advance in your high-

9 consequence areas and actually put it into a

10 plan, so you can execute the plan quickly. 

11 And that is exactly what we have done.

12             So, this is an aerial shot of the

13 area, talking about areas of risk.  You can

14 get into a little closer; you start talking

15 about strategies, recovery, staging areas. 

16 And when you get to this level of detail, you

17 can actually start doing the math on feet of

18 boom, number of skimmers, boats, human

19 resources you are going to need to exercise

20 these strategies literally at the turn of a

21 page.

22             And more importantly, you can do a



202-234-4433
Neal R. Gross & Co., Inc.

Page 302

1 lot of pre-planning now.  So, you do the

2 tactical response plans, marry that to the

3 equipment that you have and have access to. 

4 And if there are gaps, there are opportunities

5 to actually fill those gaps before -- and

6 touch wood -- an event or a crisis actually

7 happens.  So, it is key, and the tactical

8 response plans are really important.

9             So, last year we did 13 of them. 

10 This year we have got another 24 on the books

11 and, then, planning for more later, coming up

12 with a strategy as to what actually justifies

13 what a tactical plan will take.  So, Enbridge

14 has adopted this as well as other pipeline

15 companies do this as well.  It just might not

16 be publicly well-known.

17             So, improved job aids.  Above and

18 beyond our Integrated Contingency Plan, we

19 spend a lot of time on job aids because, as a

20 pipeline operator, you don't respond to

21 emergencies all the time.  It is not what we

22 should be doing.  We need to be running the
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1 system.

2             So, whether it be an incident

3 management handbook, which actually goes into

4 great detail for roles and responsibilities,

5 or whether it be an Emergency Response Action

6 Plan, which is really from sharing your

7 emergency response plans publicly.  It can be

8 challenging sometimes with sensitive

9 information.

10             The Emergency Response Action Plan

11 gives you a document that you can share with

12 communities, fire, above and beyond your

13 typical public awareness brochures of this is

14 our usual strategy.  It actually is a cut copy

15 and it is part of the Integrated Contingency

16 Plan that gets reviewed.  So, that is how we

17 have stepped-up our game.

18             Above and beyond that, we have an

19 Exercise Design Guide.  Enbridge runs on the

20 order of 287 exercises annually, everything

21 from a notification drill, equipment

22 deployments, to full-scale exercises, and
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1 everything in between.  But, really, are we

2 doing a great job of making sure that our

3 people internally running these exercises have

4 all the tools they need to run them

5 appropriately?  And that is what the Exercise

6 Design Guide was really intended to do.  So,

7 we generated that, and we also have a program

8 and a course around that.

9             And under development this year,

10 and the first draft should be done, is our own

11 Inland Tactical Response Guide.  So, again,

12 another guide or a job aid for our pipeline

13 crews that in the incipient stages of a

14 release can actually understand quickly,

15 without having to remember it, booming

16 strategies, skimmer use, all the kinds of

17 technologies that we have purchased within

18 Enbridge, how to deploy them effectively

19 without trying to remember the training.

20             So, remember a few minutes ago,

21 when I said I first joined Enbridge as a

22 Training Coordinator, adult education, I am
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1 really a little passionate about.  And I can't

2 remember my phone number some days.  So, it is

3 really important to have those job aids to

4 really help people do a great job.

5             So, how does it all fit together

6 without going back to a world of incorporating

7 everything by reference?  Ultimately, the full

8 plan really is the Integrated Contingency

9 Plan, and every else outside of that -- the

10 pointer should work here -- is really intended

11 to help support the responders and give them

12 tools that they can use.

13             This document, as I think Mr.

14 Mayberry said, you know, it is four or five

15 hundred pages.  They are voluminous.  They are

16 huge.  There is a lot of information in there. 

17 And typically, they are activated in an

18 incident command post, a full-on command

19 structure.

20             But what are you going to do to

21 make sure that your people are equipped and

22 prepared and have something they can put their
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1 fingers on quickly?  And that is what these

2 job aids do for us, whether it be an initial

3 201 packet, which is new language to Enbridge

4 -- we learned that language in Marshall, what

5 a 201 packet was and everything that goes into

6 that -- all the way down to Emergency Response

7 Action Plan, Tactical Plans, Response Guides,

8 and Exercise Design Guides.  This is all part

9 of our program now.  Before Marshall, it

10 wasn't.  Now it is, and much more formalized.

11             So, the ICP approval process, we

12 had many meetings, a couple here in D.C., some

13 in St. Louis.  I know that John Hess and Ed

14 Murphy, they are always at the beck and call

15 of my team for clarification, for assistance. 

16 There are other companies here that assisted

17 us in showing us what they are doing to make

18 sure that we were on-side with our development

19 as we sort of herded the squirrels in regards

20 to information and get them into that ICP

21 model.  It was actually a great exercise and

22 a wonderful product at the end.



202-234-4433
Neal R. Gross & Co., Inc.

Page 307

1             The actual ICP is approved now, and

2 we have already rolled it out across our

3 regions.  We are just in the final printing

4 phase before it actually goes live and sunset

5 Book 7.  And that is on slate to happen here

6 in the next couple of weeks, right, Ed?  Yes,

7 that is what we committed to.  So, it is good.

8             And all the regions, our operating

9 regions, have seen that it is a book that is

10 usable.  You can read it.  You can actually

11 turn the pages and use it appropriately.  So,

12 it is all a good news story from the people

13 who are actually going to use the plan, not

14 just Steve who is sitting in his office trying

15 to meet a regulatory requirement.  That really

16 wasn't the intent of the exercise.  We really

17 wanted to make sure it was a useful plan

18 across the board.

19             So, our program improvements.  To

20 sort of close out the presentation here, I am

21 just going to go through some of these

22 bullets.  But our internal organization, I am
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1 going to talk a little bit about our

2 capability assessment.  I think that is key. 

3 Our ER equipment enhancement.  Training and

4 support we have kind of talked about, and

5 then, I will round it out with our enterprise-

6 wide drill that we held last June.  There is

7 another one coming up this year.  And then,

8 lastly, our first responder education program.

9             So, up until Marshall, Michigan,

10 our event, emergency response has always been

11 important to Enbridge, but it has always been

12 done kind of segregated.  We had emergency

13 management planning going on in the

14 Environment Department, in the Safety

15 Department, in our Compliance Department, but

16 we never really had it underneath one house. 

17 Hence, all the incorporation by reference

18 across a lot of our operating manuals.

19             As of today, this is the size of

20 the Emergency Management Department at

21 Enbridge.  So, it is led by myself.  Some days

22 I think I am leading, but I think everybody
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1 else just tells me.

2             But, really, it is a line-

3 management issue.  It has been elevated.  It

4 no longer lives within the operations side of

5 our organization.  I report right into Support

6 Services, the Vice President, who reports

7 right into Steve Wuori, the President of the

8 organization.  So, it actually has been

9 elevated as far as optics and making sure it

10 is a line-management piece going forward.

11             We have areas of our organization

12 that really are dedicated to plans, and this

13 should be broken out by another box here.  We

14 actually have two Plans Coordinators, one for

15 the U.S., one for Canada.

16             And really, I would like to

17 highlight this area, our ER Project

18 Specialists.  So, in order to put new pipe in

19 the ground or start a new pipeline project,

20 you need a lot of environmental approval, and

21 a lot of people know the process that you go

22 through for those kinds of approvals and
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1 probably are living that now.

2             But you typically don't necessarily

3 need the ER plan to cover it until you are

4 getting ready to operate or to commission the

5 line.  So, what we have found in our

6 organization is that sometimes we are ramping-

7 up projects, and the impact on the emergency

8 response plan is sometimes forgotten until the

9 11th hour.  And it is, "Oh, do our ER plans

10 cover this area?"

11             So, we are being very proactive in

12 making sure we are inserted early on in the

13 project stage-gating cycle to make sure that

14 ER is looked at, the emergency response plans

15 are looked at early, the requirements for

16 equipment, and potentially even resources to

17 be assigned before it even goes ready to

18 operate.  And it has really been a great

19 learning for the organization, and we did that

20 proactively internally.

21             And just sort of my last highlight

22 here, in 2013, we have actually gone through
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1 and hired Emergency Responses Coordinators for

2 every geographical response zone across North

3 America, so whether it be Canada or the U.S.,

4 to make sure that we are on our game when it

5 comes to training, exercises, equipment,

6 equipment maintenance.  All the issues on

7 maintaining a proper program are looked after

8 at the regional level and seen as support. 

9 So, it is not just a plan that is driven from

10 a corporate tower, but it actually has that

11 buy-in, that gut check to make sure that it is

12 being applied and that it is useful.

13             So, that is the size of the

14 organization.

15             We also did a cold-eyes capability

16 assessment by a third party.  So, instead of

17 myself saying to my leader, "We're good,"

18 which does hold some water, I would like to

19 think within Enbridge -- I am sure it does --

20 but, really, what does that cold-eyes review

21 look like for somebody else to come into your

22 organization, do a scan of your capabilities,
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1 and say, "Hey, this is where you could

2 probably make some improvements, and keep

3 doing what you're doing here."

4             And that is what we did.  That

5 capability assessment was done last year, and

6 we are still following up on some of the

7 findings.

8             But some of the key findings below

9 -- and there were a few, but I just

10 highlighted four here.  But we do have a

11 robust leading tier 1 response capability. 

12 What that means is we buy our own equipment. 

13 We train our own people to be our tier 1

14 responders.  And that is not typical across

15 the industry, across the organization.  So,

16 they found that that actually is helpful in

17 emergency response, not just calling a

18 contractor.  So, it was suggested that we

19 continue that work.

20             We need to make sure that we

21 continue to build resource contractor

22 relationships and, more importantly, formalize
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1 those agreements.  So, not just invite them to

2 a drill and participate, and actually

3 formalize proper agreements with the people

4 who are really good at what they do outside of

5 your organization.  So, we have really strived

6 to do that.

7             And really develop a long-term

8 exercise and training program.  So, you can

9 imagine, when you are siloized in your

10 management system, and you are trying to

11 figure out what does our exercise and training

12 program look like, for argument's sake, five

13 years out, without having to scratch your

14 head, what does that really look like when you

15 are doing your full-scale?  Because that kind

16 of plan actually really helps you when it

17 comes to inviting -- I am pointing at the Fire

18 Chief -- but when you really want to put

19 things on people's radar to get them to

20 attend, whether it be DOT/PHMSA, fire, police,

21 local responders.

22             When you have a five-year plan and
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1 you are transparent about it, it makes it a

2 lot easier to get people to play ball together

3 in the room.  So, you are not handing out your

4 business card at the real event; you have

5 practiced together.  So, really key.

6             And then, lastly, connecting with

7 local response agencies.  So, getting them to

8 exercises, the education piece, and we covered

9 that I think earlier today in detail.

10             So, in regards to equipment,

11 because we have our own responders, we have

12 our own equipment for a tier 1 response

13 capability, the organization is investing

14 another $50 million into emergency management

15 programs, including equipment.  So, again, not

16 necessarily doing what we have always done --

17 boats, boom, and skimmers, and buying the same

18 equipment over and over again.

19             We thought outside the box.  We got

20 some ER equipment experts in the room, some of

21 our regional responders, and actually tried to

22 think outside of the box:  what else do we
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1 really need here beyond our typical purchase

2 and how do we go forward?  So, we are doing a

3 lot of that purchasing as well.

4             So, when you start thinking of the

5 Wendy B. Schmidt XPRIZE winners, the latest

6 technology on skimming, booming strategies,

7 training, that is the kind of stuff that comes

8 up on the radar when you put a little bit of

9 a think tank together on how you are going to

10 spend $50 million.  And it is not as easy as

11 it sounds.  It is quite difficult to spend $50

12 million logically without throwing good money

13 after bad.

14             The E3RT.  So, back in the days of

15 Michigan, we had a lot of senior leaders in

16 our organization calling around looking for

17 their own relief.  So, Marshall was an

18 extended response for a long period of time. 

19 And you start thinking about responder fatigue

20 and burnout, and people were getting tired

21 really quickly.  You need people to stay

22 effective.
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1             And we didn't necessarily have the

2 defined backstop as to who else could come in

3 to assist.  So, we followed the model of some

4 of our other pipeline company friends. 

5 Phillips 66 has been kind enough to invite us

6 to their drills to come and see how they

7 approach it.  We have gone down to Colonial. 

8 We have seen some from Marathon and up north

9 at Suncor Pipelines.

10             And really, there is a trend to

11 sort of define that backstop, find your key

12 players in your organization, and make sure

13 you keep them into an integrated team that can

14 respond for an extended amount of time.  And

15 that is exactly what we did.

16             So, best in class, you look at the

17 ICS organization chart, and you fill up to the

18 Section Chief level three-deep and some other

19 key roles as well, three-deep.  One person to

20 respond, a person to be there on night shift,

21 and somebody who is on vacation because,

22 typically, somebody is always on holiday.
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1             And that is exactly what we did,

2 not just across liquids pipelines, we did it

3 across our gas companies as well, gas

4 transmission and gas distribution.  So, we

5 ended up with an E3RT of 100-strong literally

6 over night.  And our default was the Marshall

7 experience.  Who responded to Marshall and who

8 performed well at Marshall, and that is where

9 we set the bar.  And now, we have started to

10 train them effectively.

11             So, we ran our first exercise last

12 year.  Ed came down to come and take a look at

13 our teams, our inaugural event.  And we had

14 some other industry folks attend as well.  I

15 think some folks from Kinder Morgan attended,

16 which was nice, and TransCanada.

17             And just a picture shows 1,000

18 words.  So, 100 people, the first day.  It was 

19 two-day event.  The first day was training for

20 ICS to sort of blow the cobwebs off, open up

21 the response manuals, sort of refresh

22 everybody's memory.  The second day was the
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1 actual drill where you worked through a

2 scenario, a worst-case discharge scenario.  I

3 think this was on the Mississippi River was

4 the scenario.

5             And we did two full media

6 briefings, and then, basically, generated an

7 IAP.  So, before Marshall, an Incident Action

8 Plan generation, the meeting and the planning

9 piece cycle that a lot of the room are aware

10 of, that was kind of a bit of the learning

11 curve that we had to go through, what those

12 meetings were for, which ICS forms connected,

13 all those kinds of things.

14             To sort of wrap up on our first

15 responder education program, again, the

16 education level of our first responders is a

17 huge concern to Enbridge.  We wanted to make

18 sure that we weren't doing what we have always

19 done.  So, we do a lot of face-to-face.  We

20 invite them out to our offices.  We do a lot

21 of brochure campaigns, all those kinds of

22 things that a lot of companies typically do.
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1             But, at the end of the day, it was

2 all around, how do we actually get to a

3 different demographic?  Some of the younger

4 folks that are coming in, how do we actually

5 get their interest?

6             So, the Pipeline Emergencies

7 Training Program that is the document, we were

8 given access to that, to really take a swing

9 at really "Enbridgizing" what that looked

10 like, to make an online training program, and

11 we used a 3D graphic education company to help

12 us design a training course based around

13 pipeline emergencies.  We launched that last

14 year in the U.S., and we just launched it

15 first quarter in Canada this year.

16             And interestingly enough, the

17 access to the portal has come from Columbia,

18 Argentina.  It is really interesting how it

19 started to grow legs, and we pay for it.

20             They register for it.  They get

21 access to it.  And Enbridge just pays the bill

22 because it is a lot of internet hosting.  It
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1 is hardware-intensive to run a gaming-type

2 program, to educate first responders.  And the

3 feedback has been really good.

4             So, this is just a screenshot of

5 how we identify first responders.  So, that is

6 the key.  You can have a training program, but

7 how do you identify them?  So, anybody within

8 a -- I think Terri Larson, who is our Director

9 of Public Affairs -- anybody within a 30-

10 minute drive time of our right-of-way is

11 identified on this screenshot.

12             And it is a very high-level

13 screenshot, and that is how we started to

14 contact the first responders and really start

15 to see who is taking the training, who isn't,

16 who needs a face-to-face visit.  Because it is

17 not just all about online training; it is

18 about different methods of accessing the same

19 people.

20             There is a portal where people log

21 on, get access to the course with a password,

22 and then, take the program.
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1             So, some of the screenshots.  Some

2 of it is PowerPoint, voiceover-PowerPoint-type

3 technology.  But the real robustness of the

4 program is in the scenarios, something that a

5 fire chief could take, run a scenario as a

6 video with a backhoe hitting a line strike,

7 whether it be gas or liquids, and really talk

8 and lead a proper tabletop around pipeline-

9 type emergencies and crises.

10             There's just a couple more

11 screenshots here.  So, again, they talk about

12 the ICS structure, tactical response, eight

13 steps.  All this information comes out of the

14 Pipeline Emergencies Program.  We didn't do

15 this on our own.  We leveraged some of the

16 existing materials that are out there.

17             And then, talk about some of the

18 risks, special equipment, hazards.

19             And it is accessible on the

20 website, mypipelinetraining.com.

21             So, in 20 minutes or less, I hope,

22 Mr. Chairman, I made the time.
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1             That is fundamentally not only just

2 about plans, but also some of the key things

3 that we have undertaken since our days of

4 Marshall.  And we are really more than willing

5 to do this presentation.  There is a much more

6 detailed presentation around Marshall, other

7 pictures, to come out to any companies to sort

8 of tell our story and help.

9             But thanks very much for having us.

10             CHAIRMAN TAHAMTANI:  Thank you. 

11 Thank you very much.

12             A couple of quick questions from

13 the Committee?  Go ahead.

14             MEMBER WEIMER:  Carl Weimer,

15 Liquids Committee.

16             Maybe I have been spoiled because

17 in Washington State we have a pretty robust

18 spill response planning of our own that the

19 State runs.  And what they report is the real

20 rubber-hits-the-road when you do unannounced

21 spill drills.

22             MR. LLOYD:  Right.
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1             MEMBER WEIMER:  I was wondering how

2 many unannounced spill drills PHMSA has done

3 in the last few years.  I mean, you get a

4 call.  "You've got a rupture on the St. Clair

5 River.  Show us what you've got."

6             MR. LLOYD:  Uh-hum.  Do we get one?

7             MEMBER WEIMER:  Yes.

8             MR. LLOYD:  We haven't had an

9 unannounced drill like that recently, no, but

10 we do them internally.

11             MEMBER WEIMER:  Okay.  You do your

12 own.

13             MR. LLOYD:  But, formally, from

14 PHMSA, we haven't had an unannounced drill,

15 but thanks for suggesting that.

16             (Laughter.)

17             Alan, I think you're way too busy,

18 aren't you?

19             (Laughter.)

20             MR. MAYBERRY:  Yes, we have a few

21 irons in the fire, but, no, we haven't --

22             MR. LLOYD:  Another one.
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1             CHAIRMAN TAHAMTANI:  All right. 

2 Gene?

3             MEMBER FEIGEL:  Gene Feigel, Gas

4 Committee.

5             Just a mechanics question.  You

6 have got a couple of bound manuals up there. 

7 Do you contemplate or maybe have parallel

8 electronic versions of those that could be

9 iPadded --

10             MR. LLOYD:  Yes.

11             MEMBER FEIGEL:  -- and quickly

12 searched, and all that?

13             MR. LLOYD:  Yes, you bet.  They are

14 all electronically-available.  We have an

15 internal system where we can share that

16 electronically, so people can pull it up

17 quickly and it automatically forces updates to

18 that site as well.  Yes, absolutely, yes.

19             This is just sort of -- I am a bit

20 of an old-school guy.  I like to touch paper

21 still.  I should probably get out of that

22 habit.
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1             Thanks.

2             CHAIRMAN TAHAMTANI:  All right. 

3 Thank you.

4             Any questions from the public?

5             (No response.)

6             None?  All right.

7             Thank you very much.

8             MR. LLOYD:  Thanks very much.

9             (Applause.)

10             CHAIRMAN TAHAMTANI:  Our next two

11 speakers are Mr. Mayberry and Linda, and they

12 promise me they will take about -- what? -- 25

13 minutes?

14             MR. MAYBERRY:  Less than an hour.

15             MS. DAUGHERTY:  Less.

16             CHAIRMAN TAHAMTANI:  Less?  Less

17 than an hour?

18             MR. MAYBERRY:  Right.

19             CHAIRMAN TAHAMTANI:  All right.

20             MR. MAYBERRY:  We figured just a

21 few minutes.  We quickly put together a few

22 slides, just to make the Committee aware.
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1             I don't know if I like the hockey

2 puck.

3             MS. DAUGHERTY:  Yes, the little

4 one.  That is why I kept backing up, because

5 the thing is so big.

6             MR. MAYBERRY:  Right.

7             Now we wanted to make the Committee

8 aware of two teams that we have stood up

9 recently to handle data and metrics.

10             You know, if you look at our

11 program and what we do, aside from inspecting

12 and enforcing, writing regulations, writing

13 guidance, and expectations on how to operate

14 pipelines, we are a data-collecting monster.

15 We collect a lot of data.  We analyze data. 

16 We display the data publicly.  But data really

17 drives what we do.

18             And as you have heard, you know, in

19 public domain, and we have been criticized

20 somewhat over the last years from a number of

21 venues on what we do with the data, what we

22 collect, and just how valid it is.



202-234-4433
Neal R. Gross & Co., Inc.

Page 327

1             So, there was a need to stand-up

2 these Committees, we felt, to take a better

3 look at what we do; in particular, for the

4 Committees or the teams to be across

5 functional group, made up of stakeholders that

6 include the public, states, and the pipeline

7 industry.

8             But, anyway, that is kind of an

9 intro into -- there are two teams.  One is

10 focused on gas and one is focused on liquid. 

11 I am coordinator or a participant on the gas

12 side, and Linda will hand the liquid team.

13             But, basically, at least the gas

14 team, our name is the Gas Data Quality and

15 Analysis Team.  We have developed a Draft Team

16 Charter that calls for two Co-Chairs.  One is

17 from PHMSA and one is from AGA.  I am the

18 PHMSA Co-Chair, and Christina Sames with AGA

19 is the other Co-Chair.

20             Recently, we had an August 1

21 kickoff meeting where we looked at our Draft

22 Team Charter, and then, developed an agenda
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1 for an upcoming face-to-face meeting.

2             There again, the membership is made

3 up of a cross section of our stakeholder

4 community.

5             What is the purpose?  Well, you

6 know, obviously, I listed some that are very

7 obvious up there as far as improving the data

8 that we collect from gas pipeline operators. 

9 We are also looking to develop -- you know, as

10 we head into reauthorization again, there is

11 an interest in developing a set of metrics

12 that perhaps we all can agree on that are

13 representative of the performance of the

14 industry.  And that way, as we go into

15 reauthorization, as we say it, we are all sort

16 of singing off the same sheet of music as far

17 as the metrics that are used as we go forward.

18             There is also a desire to

19 understand the risks that are demonstrated by

20 the data.  We will also be reviewing and

21 assessing the data that is currently

22 collected.
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1             You know, the Committee may look,

2 for instance, take a look at corrosion data

3 and delve into what that shows us and what

4 that indicates is going on out there.

5             The findings of the Committee will

6 be posted publicly.  We will have that on our

7 website, and that what is our plan is, to

8 share that publicly.

9             You know, if you look at what were

10 some of the expected outcomes -- and this is

11 based on our initial conference call, our

12 introductory conference call last week, if you

13 will -- develop a key set of performance

14 indicators.  We are looking for data

15 consistency.  We will review our existing

16 data.  We will also take a look at other data

17 that is collected, not just by OPS, but by

18 other groups, that industry collects and other

19 groups.

20             We are looking at normalizing data. 

21 You know, we put data out there on pipeline

22 incidents, but there is also context that
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1 could be added to that as far as incidents per

2 mile unit or adding other contextual-type

3 input to the data.

4             We are looking at other aspects

5 like our instructions on annual reporting and

6 how we look at incident data, and what the

7 incident data is telling us.  How do we deal

8 with some of the unknown categories that are

9 filled in or some of the other categories? 

10 How do we deal with that, say, with the

11 incident reports?

12             And then, just a discussion of the

13 data that we do collect and its relevancy.  We

14 had a data workshop, as you may recall, this

15 past January.  And there is a lot of

16 discussion on the data we collect; the data we

17 collect that we use; the data we collect that

18 we don't necessarily use.  We are going to be

19 taking a look at that closer in this

20 Committee.

21             We do have a meeting up in October,

22 got some of the agenda topics there, which, by
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1 the way, I added, as of yesterday, we are

2 going to add an agenda item related to the

3 Integrity Verification Process that we

4 discussed yesterday and some of the data that

5 goes into the impact on industry there, and a

6 variety of other agenda items that we see up

7 there.

8             And we will keep you updated on our

9 progress as we go forward.

10             So, now I guess I will turn it over

11 to Linda to talk a little bit.

12             MS. DAUGHERTY:  So, the easiest

13 thing for me to do, keeping with Massoud's

14 direction to keep it short, would be to say

15 "ditto".  But I will add a few things.  I only

16 have two slides.

17             So, we also have the liquid team. 

18 We had our initial team discussion back in

19 July.  I think I have got it on the next

20 slide.  We had a similar, but slightly

21 different focus.  This is an existing liquid

22 data team that we are like adding a new focus
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1 or a new -- I don't know if they are going to

2 have a subgroup, Peter, or how exactly we will

3 do it.

4             But we are looking at metrics. 

5 Obviously, we have a charge from NTSB to

6 identify meaningful metrics which I link to

7 the key performance indicators that we are

8 looking at in the SMS API 1173.  We discussed

9 key performance indicators.  I am seeing maybe

10 a potential link there.  Jeff tells me I may

11 be putting the cart before the horse.

12             But I do think it is important that

13 we identify data that we can all agree on

14 prior to the next reauthorization.  In two

15 years, we are all going to be called upon to

16 report on the status of industry progress and

17 the health of the American pipeline

18 infrastructure.

19             And I recall a very recent meeting

20 in which I stood up and had my charts and I

21 said, "This is what the data means."  And

22 Peter Lidiak stood up and said he had his
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1 charts and he said, "This is what the data

2 means."  And then, Carl stood up.  He said,

3 "No, no, no, you both are wrong.  This is what

4 it means."  And we were all using very similar

5 data.

6             So, one thing I am really hoping we

7 can do is that we can have at team that will

8 be composed of, you know, the regulators, the

9 industry, and the public, or representatives

10 from those groups.  Then, we can say, "Okay,

11 this is good, solid data.  This is what we are

12 going to use.  This is reflective of these key

13 performance indicators."  And when

14 reauthorization comes around, that we are all

15 agreed that this is the data we will use.

16             Key components of that:  the data

17 has to be transparent.  Everybody has to be

18 able to access it.  So, Granny May in

19 Wisconsin can access the data and replicate

20 the charts, if she wants to.  I don't know how

21 we do it.  I don't know how we accomplish it. 

22 This may be pie-in-the-sky for me, but I am
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1 hoping that we can get there.

2             My personal hope, which I don't

3 know how achievable it is, we always look at

4 lagging indicators.  You know, how many

5 incidents occurred, how many injuries

6 occurred, you know, if the trend is going

7 down.  I would love to get to a point where we

8 can start looking at those leading and

9 predictive indicators.  I don't know if it is

10 possible.

11             But there is a couple of key, very

12 difficult issues that we will have to address,

13 which has to do with, do we identify these

14 meaningful metrics-based data using only the

15 currently-collected dataset, what we already

16 are receiving, either the feds or through some

17 of the industry data repositories?  Or do we

18 identify the data that we feel is appropriate

19 and then collect it?

20             And if we do the second, will

21 changing those data streams limit the use of

22 historical data?  So, if we start collecting
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1 different information, we won't be able to go

2 back 10 years and show a trend.  And those are

3 some of the issues we will have to wrestle

4 with.

5             Our next meeting -- oh, our first

6 meeting was on July 8th -- our next meeting

7 will be sometime after the gas group meets in

8 October.  We were hoping to have a late-

9 August/early-September joint meeting with the

10 gas folks, thought a good idea to get the gas

11 team and the liquid team together, so we can

12 have some commonality.  And that will be

13 coming up soon.

14             And again, like Alan said, we will

15 be working together and trying to come up with

16 getting good updates and good information.

17             And, oh, I wanted to add one last

18 thing, Massoud.

19             So, Carl, we may not have had any

20 unofficial unscheduled drills, but I will tell

21 you, two years ago, I called Plantation and

22 told them they had a leak in their pipeline,
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1 and it wasn't a leak, but they responded.  So,

2 it was kind of like an unannounced drill.

3             (Laughter.)

4             CHAIRMAN TAHAMTANI:  Thank you,

5 Linda.

6             Gene?

7             MEMBER FEIGEL:  I don't know the

8 details, obviously, of what you are doing, but

9 I would be very cautious about trying to do

10 time series prediction with the kind of data

11 you have got, first of all.

12             Secondly, there are ways to use

13 historical data with an expanded new dataset. 

14 I think you need to look into those.

15             The other thing -- and this is a

16 broader issue -- this is in terms of the kind

17 of analysis and presentations you do.  And I

18 have said this ever since I have been on this

19 Committee.  I think you do a great disservice,

20 and it addresses the public perception, you do

21 a great disservice if you do simple

22 presentations with bar charts about we had
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1 four failures last year, two this year; this

2 year is better, without clearly representing

3 the statistical uncertainty about that kind of

4 data.

5             Clearly, "the focus" is on safety. 

6 But one of the focuses, parallel focuses, is

7 on public perception.  And you are not doing

8 yourselves any favor if you leave the public

9 with the perception that these are

10 deterministic moves and we have got some kind

11 of trend that is not there, one direction or

12 the other.  You need to represent that

13 uncertainty because it is real.

14             MS. DAUGHERTY:  Can I ask you a

15 question related to that?  We have a couple of

16 statisticians onboard.  Do you think it would

17 be a good idea that, when we do present charts

18 or data, that we have the statistician look at

19 it, and then, put in those variables, just to

20 document the review?

21             MEMBER FEIGEL:  I mean, if your

22 statisticians are any good at all, I mean,
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1 there are very simple ways to put confidence

2 bands around that kind of data.  And you can

3 pick where you want it.  The 95th percentile

4 is not uncommon.  I am not going to get real

5 hung up on that.

6             But, yes, have them do that

7 because, whether we like it or not, a lot of

8 this data doesn't represent the kind of

9 certainty that we wish it did.  And I am

10 repeating myself for the third or fourth time

11 now.  You are not doing yourselves any favor

12 with the public about making it appear that

13 there is certainty in whatever direction it is

14 going when there is such a wide confidence

15 interval around this stuff.

16             If you want to educate the public

17 to the reality of this kind of industry with

18 very sparse losses, normalized or not, you

19 need to start making that step.  It is just

20 simply reality.

21             CHAIRMAN TAHAMTANI:  Thank you.

22             Richard?
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1             MEMBER KUPREWICZ:  I think the

2 slide before this you were looking at and you

3 were trying to figure out your performance

4 measures and all this.  You are going to have

5 to wrestle with the disconnect between trying

6 to make it fit historical trends or doing the

7 right thing.  No matter what you do, they are

8 going to come at you, public or industry or

9 whatever.

10             There is a point where you have

11 just got to make the tough call and do the

12 right thing, and the hell with history.  All

13 right?  You can't go back and retrofit history

14 if the data isn't, for whatever reason,

15 statistical correlations aren't there; it is

16 just bad data; it is incomplete data.  You

17 can't go back and create it because you just

18 can't do it.

19             So, I will just raise the comment

20 from a public perspective.  They are going to

21 come at you anyway, regardless of what the

22 public -- but a lot of the public will
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1 understand, if you are trying to do the right

2 thing, most of them will accept that.  They

3 may not like it, but they will accept it, for

4 my two cents here.

5             So, that is a tough one.  There is

6 a yes-or-no here, but you can defend trying to

7 do the right thing.  An example would be in

8 the leak -- was it going to be 50 barrels or

9 should we go down to 5?  And a lot of

10 conversation was about, if you go down to 5,

11 you are going to get all kinds of more

12 information.  Is it going to tell you

13 anything?

14             By God, if you didn't see cases

15 where people would come back and say, "Well,

16 look it, this stuff is all -- well, no, the

17 big stuff is really causing the damage."  And

18 the 5 barrels, I am not trying to make light

19 of that, but you have changed the whole

20 perspective, and people forget that.

21             So, my advice, from a public

22 perspective, most public will understand, if
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1 you are trying to do the right thing and you

2 are clear about explaining, they will tend to

3 -- not all of them will accept it, but the

4 majority will.

5             CHAIRMAN TAHAMTANI:  Gene, are you

6 going to respond to what he said?

7             MEMBER FEIGEL:  Yes.  There are two

8 different issues here.  One is the quality of

9 the historical data, and the other is that you

10 have got two datasets starting from some data

11 certain, and the historical data that don't

12 match.

13             Now, the first is problematic,

14 obviously.  If you know you have got bad

15 quality data, it is very difficult to clean

16 that up.  You can deal with the second issue

17 if you have got two incongruent sets of data. 

18 That is manageable if you don't insist on

19 doing all these little univariate bar charts.

20             Trust me, I deal with that every

21 day.  Most companies like mine do.  So, I

22 would not say, from some date now, we are
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1 going to start getting better data and throw

2 out all the historical data, if for no other

3 reason, you are not going to be able to

4 produce anything that is credible for a number

5 of years because you are starting from ground

6 zero again.  And if you are just doing a one

7 or two year-over-year presentation, you are

8 going to fall back into that same trap of four

9 accidents last year, two this year.  You need

10 to use all the data you have got and learn how

11 to manage it.

12             CHAIRMAN TAHAMTANI:  Thank you,

13 Gene.

14             Mr. Stursma?

15             MEMBER STURSMA:  Yes, NAPSR -- that

16 is the National Association of Pipeline Safety

17 Representatives, for those who aren't too

18 familiar with that acronym -- it also has, I

19 honestly don't know how many different teams

20 working with different types of data, which

21 they are in the process of trying to

22 consolidate into one or two.



202-234-4433
Neal R. Gross & Co., Inc.

Page 343

1             And, of course, we work primarily

2 with the state programs people.  And I am not

3 sure we are not plowing some of the same

4 ground that you are with these groups you just

5 described, which I was not aware of until

6 today.

7             So, I guess I might suggest, if you

8 don't mind, that I have some of the people

9 working on those data groups contact you and

10 see if our efforts are duplicative.  That is

11 obviously never a good thing, and maybe we

12 could help each other.

13             MR. MAYBERRY:  They are involved. 

14 They are involved.  On the Gas Data Committee,

15 we have Dave Hipshon from West Virginia and,

16 then, Pete Casey from Ohio.

17             MS. DAUGHERTY:  And we are looking

18 for a name.  We haven't been given a name yet.

19             MR. MAYBERRY:  Right.  And we are

20 aware that there are committees.  NAPSR has

21 some, but so does industry.  The idea is that

22 -- and that is good because they work within
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1 their groups.  And then, they come to our

2 committee or team meeting, and will inform us

3 on what is going on in that.

4             MEMBER STURSMA:  Well, based on

5 discussions of the grant allocation earlier

6 this week, this group at least was not

7 identified by names.  I am not sure that some

8 of the NAPSR leadership that was there really

9 understands this group.

10             CHAIRMAN TAHAMTANI:  Well, why

11 don't we have you all talk to Mr. Stursma and

12 make sure that you all know what you are

13 doing?

14             Andy Drake?

15             MEMBER DRAKE:  I think I have a

16 comment in the same place where Don is.  You

17 know, there is a lot of interest in data.  And

18 I applaud you for doing it.  I really do.  And

19 that is not novel; you have been working on

20 data for a long time.

21             But it is the one of the SMS

22 fundamental elements to make it work is, what
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1 is it that is going on and is it what is

2 causing it?  And is it okay?  And what can we

3 do to change it?

4             I think it becomes very complex to

5 evaluate the data.  I think there's a lot of

6 people involved in trying to figure it out.

7             I guess I was just sort of curious,

8 one, is this group going to be involved in

9 periodic updates to what you are learning and

10 thinking?  Is it going to integrate with other

11 things like things that are going on in SGA,

12 things that are going on with NAPSR, things

13 that are going on with INGAA, API, you know,

14 PPTS?

15             I am certain the answer is yes, but

16 I am more curious about, are we going to get

17 some sort of timeline to get periodic updates

18 of what kind of metrics you are going to do,

19 what kind of process you are going to put

20 around this, how we are going to work together

21 to collectively make sure we have useful and

22 valuable information coming out of this
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1 exercise?

2             MR. WIESE:  Okay.  I might reply,

3 if I can, Andy.  It is a good and fair

4 question.

5             The initial purpose of this data

6 group is not to answer what is the meaning of

7 life.  It is really to agree at the top-most

8 levels of the accident pyramid, can we agree

9 on some of these really key metrics, right? 

10 And do we all agree to the data sources?  Do

11 we agree with the data quality?  What is the

12 confidence we have in the data, Gene?  And can

13 we settle that down first, right?  And then,

14 I think we take the lessons and go forward.

15             I would be more than willing to

16 make that sort of a standing feature of our

17 meetings because metrics, as you say, are key,

18 and meaningful metrics is a pretty heavy

19 subject.  It is something we might want to get

20 into.  It goes to regulatory philosophy and a

21 lot of other things.

22             But the initial effort is not meant
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1 to answer those sort of global types of

2 questions.  It is really meant to settle

3 things down and see where we have shortages. 

4 Everybody agrees there is an area that is a

5 problem that needs to be solved.  So, I would

6 say it will evolve as we go.

7             Is that responsive to what you were

8 asking?

9             MEMBER DRAKE:  Yes, it does.  I

10 think I would just point out something that we

11 learned when we were going through the IMCI

12 effort.  You know, one of the first things

13 that we did before we got into SMS was we

14 developed a paper on safety culture, because

15 most people are really familiar with the

16 personnel safety programs, which, in essence,

17 are based around Safety Management Systems and

18 they are very evolved.  I mean, zero incidents

19 on human safety performances is a longstanding

20 commitment many of us have had.

21             I think one of the interesting

22 parallels that we had that really resonated
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1 with the executives was, how many of the

2 executives were aware of slips, strips, and

3 falls data, and how often were they made aware

4 of it?  Weekly, at the executive level, the C

5 level in the building had every single data on

6 who got hurt that week, why, when, what

7 happened.

8             Then, the next question is, are

9 there similar metrics with similar frequency,

10 with similar deliberate nature of discussion

11 around pipeline safety?  And, of course, the

12 answer across the industry was very different,

13 you know.

14             And the point of the comment is not

15 to question about the need for confidence

16 intervals and setting the structure.  I think

17 it is the need to be intentional about talking

18 about it and vetting it out.  Because the more

19 intentional we are about it, and the more

20 religious are about it, the better we will get

21 about it.  And it just becomes a process that

22 is ingrained in how we think.  That is how we



202-234-4433
Neal R. Gross & Co., Inc.

Page 349

1 change the culture.  That is how they changed

2 the culture on personnel safety programs.  And

3 I think that is a key cornerstone to how you

4 will change this discussion also.  That is

5 really the nature of the question.

6             MR. WIESE:  I think that INGAA is

7 a member of this group.  So, hopefully, they

8 will be able to bring that in there.

9             I have relative confidence, as we

10 get the right people in the room, and we want

11 the public involvement as well.  You know,

12 this is not intended to be regulators alone or

13 just regulators and industry.  It is intended

14 to bring the public and everyone into it.

15             So, I am sure there is a lot to

16 learn on that.  Maybe Gene is trying to

17 respond to that, but I wanted to, if you don't

18 mind, when you are done.

19             MEMBER FEIGEL:  I am going off in

20 a little bit different direction.

21             MR. WIESE:  On a different one?

22             (Laughter.)
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1             MEMBER FEIGEL:  I would be very

2 cautious about having a group of wise people

3 decide beforehand what data you want to

4 collect.  Collect everything you can get, and

5 then, let the data speak for itself.

6             MR. WIESE:  Yes, you know, if you

7 will allow me to tell you about one of the

8 difficulties of government, I will tell you

9 that there are a couple of things.

10             (Laughter.)

11             Just one.  We will be here until

12 like, you know --

13             (Laughter.)

14             The information-collection process

15 -- and I am sure you know this, Gene; so I am

16 just saying it for others who are in the room

17 -- is fairly onerous.  It is easy to block

18 information collection.  There is always a

19 press from the Office of Management and Budget

20 to lighten up, stop collecting so much

21 information.  You are creating a burden on the

22 regulated industry, which is probably true.
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1             So, to develop a consensus around

2 those things that really are needed, and

3 hopefully, enlist the support of others in

4 collecting the gaps I think is going to be

5 important to a longer-term --

6             MEMBER FEIGEL:  Jeff, I fully

7 appreciate that.  I understand that as well as

8 you do.  All I am saying is don't screen it

9 further unnecessarily.

10             We have found many cases -- I will

11 speak specifically about my industry.  We are

12 a big reinsurer, which means we need to get

13 data from the companies that we provide

14 reinsurance to.  And their contention is that

15 it is onerous.  So, I mean, it is not a

16 dissimilar situation.  Yet, we find that they

17 collect most of that data anyway for their own

18 purposes, and all they have to do is maybe

19 tweak the feed a little bit.

20             So, I would push back a little bit

21 about that, how onerous it is, but, again, I

22 am going to repeat myself once about the other
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1 part.  At least don't further screen what you

2 can get without somebody start yelling

3 "Onerous."  Let the data talk for itself.  I

4 mean, I don't care how experienced and wise

5 people think they are.  We have seen time and

6 time again that, if you start letting the data

7 talk, you will find things that even all the

8 wise, experienced people on the front-end

9 maybe have not seen.

10             MR. WIESE:  I will just add --

11 forgive me, Mr. Chair -- just to say one of

12 the other challenges in government is the time

13 lag in collecting this between the data you

14 need in order to drive your program versus

15 being data-informed.

16             And I think this is a ripe

17 discussion for the future.  You know, data-

18 driven implies you have to have it in your

19 hands before you can make any decisions.  That

20 is not real in government.  You know, you have

21 to move faster than that.

22             So, the best that we can do is be
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1 data-informed, seek to continually improve,

2 adjust our efforts as we learn and go.  But,

3 if we wait until we have perfect data and

4 agreement on the quality and the specs -- I am

5 not arguing the point, Gene.  I was just

6 mostly saying it is a challenge because of

7 that lag in trying to obtain and get agreement

8 to get it.

9             And then, there are even in some of

10 the data, as we get geospatial -- and tomorrow

11 we will talk about that -- security

12 implications.  Yet, you want the data, but it

13 has these implications.

14             CHAIRMAN TAHAMTANI:  Chad?

15             MEMBER ZAMARIN:  Thanks.

16             Chad Zamarin, NiSource, the Gas

17 Committee.

18             I have been kind of reflecting

19 throughout the day the challenges, the

20 complexity, the regulatory hurdles.  And this

21 discussion I think further kind of reinforces

22 in my mind the need to really understand what
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1 you are asking and what you want to

2 accomplish.  And if you start there and you

3 try to keep it simple -- one of the things

4 that happens oftentimes -- I have been on data

5 exercises across both sides of the industry,

6 and we are typically full of technical people

7 who can get very deep into the detail, but

8 sometimes miss kind of the forest for the

9 trees.

10             And I would just encourage that you

11 start with what you want to ask of the

12 information, what you want to accomplish.  You

13 don't try to boil the ocean.

14             And I would extend that across all

15 of the things that we are challenged with,

16 because the reality is it already a tough

17 enough environment.  We heard that today.  You

18 know, it is a tough regulatory environment. 

19 It is a tough legislative environment.  And

20 you have 42 mandates.

21             I think, at the end of the day, if

22 we want to get anything done, we need to not
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1 be a slave to the regulatory process, the

2 legislative process, the lag that you just

3 discussed.  We have got to come up with simple

4 solutions that address the real issues.  And

5 I think that is what I have taken away from

6 today.  We have a lot going on, but I think we

7 do at times need to step back and say, of each

8 of these efforts, what are we really trying to

9 accomplish?  What is the biggest value for the

10 time we are investing?  We are not going to

11 boil the ocean.  We are going to solve really

12 specific issues.

13             MR. WIESE:  We couldn't agree more

14 with you, and tomorrow morning you will see a

15 good example of this.  We collectively sat

16 down before IVP on the natural gas

17 transmission annual report and said, "What do

18 we really need to have to address all these

19 mandates and recommendations?"  And we work

20 with people outside in the industry to do

21 that.  And yet, tomorrow you will find that we

22 are missing on things.
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1             In hindsight, I mean, it is sort of

2 a fog of war, right?  Everyone is overtasked. 

3 I know that people, everyone in the room is

4 overtasked.  There's a lot of balls moving at

5 one time.  And so, people stop for a moment

6 and they focus on it.  And you think you have

7 alignment with people and you proceed ahead. 

8 And yet, tomorrow you will find that we are

9 still missing on some critical pieces that

10 everybody wishes we had.  But it would be

11 another 15 months before we would have it.

12             MEMBER ZAMARIN:  The only other

13 comment I would make I think similar to that,

14 Jeff, is we have a tendency to get stuck in

15 the "what".  You know, we talked about it

16 earlier on Safety Management Systems.  We are

17 going to publish a standard that has the

18 "what," but what really matters is the "how". 

19 It is how are you performing and behaving as

20 an operator.

21             And the "what" has got to be there,

22 but we get so consumed with the "what," the 42
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1 mandates, you know, the 15 elements of a

2 Safety Management System, the 35 data elements

3 that we want to collect, that we really lose

4 sight of the "how" that, I think, we have all

5 talked about is what is really going to change

6 the performance in the industry in the way we

7 want to.

8             And so, I just think we have got to

9 continue to try to pull ourselves out of that

10 fog of war and out of the focus on the "what"

11 and remember the biggest bang for our buck is

12 going to be getting us to figure out how to

13 behave a bit differently.

14             And, sure, we have got to meet the

15 mandates.  Sure, we have got to go through the

16 process.  But we can get a heck a lot done

17 together, especially when we don't get kind of

18 bogged-down by that.

19             CHAIRMAN TAHAMTANI:  Thank you for

20 all those comments.

21             Any comments from the audience, the

22 public, on this last subject?
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1             I knew you would have some

2 comments.

3             (Laughter.)

4             I was looking for her back there.

5             MR. WIESE:  We were baiting

6 Christina.

7             (Laughter.)

8             MS. SAMES:  And, Mr. Chairman, I

9 will try to very brief.

10             CHAIRMAN TAHAMTANI:  Thank you very

11 much.

12             MS. SAMES:  Christina Sames,

13 American Gas Association.

14             I think one of the initial purposes

15 of the data quality analysis team is to really

16 look at the data that PHMSA currently collects

17 and have it done as a collective group,

18 public, government, and industry sitting in a

19 room together looking at the data together,

20 determining what the data is telling us that

21 is currently collected, and where are there

22 gaps that need to be filled.
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1             For example, on the distribution

2 side, other outside force, leading cause, and

3 I see a lot of those are vehicular incidents. 

4 And I know some of those probably maybe the

5 wrong placement of the meters or maybe we

6 needed to put barriers.

7             And then, there are the other

8 incidents where you had a car that had a

9 distracted driver or somebody with a medical

10 condition, or just had a bad accident, and

11 ended up in a place where they should have

12 never been.

13             If we are looking at pipeline

14 safety and trying to figure out how to improve

15 pipeline safety, we really need to take a

16 closer look at the data to figure out what the

17 data is telling us.  So, I am hoping that the

18 quality, the team can start with what is

19 collected, what is it telling us.  Start

20 putting out reports.

21             We have a similar committee that

22 was created for plastic material failures.  It
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1 is called the Plastic Pipe Database Committee. 

2 It has over 26 or 28 thousand voluntarily-

3 reported failures.

4             We have a government/industry team

5 that looks at that.  Three to four times a

6 year, we sit in a room for two full days going

7 through the data.  We publish a report after

8 every meeting.  And we have indicated where

9 there are issues that really need to be

10 addressed.

11             We are also creating a whole list

12 of charts that say here's what we know about

13 every plastic manufacturer that we can think

14 of, when they existed, the sizes of the

15 materials, what the thing looks like,

16 everything we know.

17             And what we are hoping is that this

18 type of information can really help operators

19 and government under DIMP.  So, these are the 

20 types of products that are being created under

21 the Plastic Pipe Database Committee.  I am

22 hoping something similar will be created with
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1 this one.

2             Short enough?

3             CHAIRMAN TAHAMTANI:  Thank you.

4             Yes, one more.

5             MR. LIDIAK:  I want to add

6 something as well.

7             So, Peter Lidiak with API.

8             Andy is always reminding me that I

9 bring a bunch of pesky PowerPoint slides at

10 almost every talk I do.  Well, I don't have

11 any with me today.

12             (Laughter.)

13             You know, we have collected

14 industry data for 14 years through the

15 Pipeline Performance Tracking System.  And,

16 yes, we use it for advocacy to show what the

17 industry has accomplished, but we also use it

18 to try to understand where we have to focus

19 resources and make changes.  And I think that

20 is most important.  I think that is what these

21 efforts are about.

22             So, yes, you have to be careful
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1 about what the data tell you.  Gene is very

2 right; when you have a small, a thin dataset,

3 you have to be careful about what conclusions

4 you draw from that information.  But I think

5 that is the point of these groups, is to try

6 to understand what data is being collected,

7 what the quality of it is, what it really

8 tells us.  And I think that is really what we

9 hope to gain out of the effort.

10             So, I think it is worth talking. 

11 We pool our resources.  We try to make the

12 data a little thicker, as opposed to a little

13 thinner.

14             So, thanks very much.

15             CHAIRMAN TAHAMTANI:  Thank you very

16 much.

17             Any other comments?

18             (No response.)

19             There are no comments.  At this

20 point, I turn the meeting over to Jeff for

21 some final remarks.

22             MR. WIESE:  Jeff will be mercifully
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1 brief and remind the Committee that we have

2 another day of meetings.  Tomorrow morning we

3 will convene promptly at nine o'clock.  It is

4 our goal to get you out by, I might run you

5 through lunch, you know, if we have to, to get

6 you out by 1:00.  I would like to get you out

7 sooner.

8             But it depends on how long we take

9 on things, you know, non-controversial

10 subjects like integrity verification and

11 things like that.

12             (Laughter.)

13             So, I am just cautioning you now. 

14 At any rate, we will do our best to accelerate

15 that.  I know a lot of people probably have

16 flights and they want to get home.  You know,

17 it is a Friday, and we would like to get you

18 home to spend time with your family for the

19 weekend.  So, we will endeavor to do that

20 tomorrow morning.

21             I want to close by thanking all of

22 you.  I mean, today, you know, we don't have
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1 any votes this time, but we felt it was

2 important to meet anyway and go over some of

3 these topics.  So, hopefully, you do as well.

4             Be thinking about topics that you

5 wish we would have -- you know, you heard

6 today things we want to talk more about. 

7 Should we talk metrics every time and get that

8 sort of little dashboard out there?

9             At any rate, I will close by

10 thanking you for helping us.

11             Andy, he didn't have his tent card

12 up, and I had already been ceded authority.

13             MEMBER DRAKE:  Is it possible to

14 start earlier if we are going to go until one

15 o'clock?

16             (Laughter.)

17             MR. WIESE:  Well, listen, I am here

18 at 7:30.  So, it really doesn't matter.  I

19 would ask really quickly -- I guess that I am

20 less concerned than that.  Could we negotiate?

21             We meet always before this, and

22 most of you do, too.  So, I would say, is
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1 8:30, if we took a half-an-hour -- the primary

2 purpose is to hear from the Committee.  You

3 know, I am cognizant of what you said, John. 

4 It is a fair point, but, still, we are not

5 voting.  You know, this is just briefings.

6             So, is that okay?  Any objections

7 from the Committee?

8             (No response.)

9             Hearing none, passed, and we will

10 see you at 8:30 in the morning.

11             (Whereupon, at 4:25 p.m., the

12 meeting adjourned for the day, to reconvene

13 the following day, Friday, August 9, 2013, at

14 8:30 a.m.)

15

16

17

18

19

20

21

22
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