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PROCEEDI NGS

9:06 a. m

MR. WESE: Good norning,
everyone. Hope you had a fun night | ast
night; | know the bul k of you were here in the
hotel. Sonme people |ike us decided, let's
take the Metro yesterday and so we got soaked
bet ween here and the Metro. So | woul d
recommend today, take a cab, use Uber or
sonmething |ike that.

But | apol ogize for bringing you
into a town where the weather is so bad; but
t hank you again so much for your service.
Before we go on the record and start the
transcription, | thought | would just nention
a couple of things really quickly. Again, for
those of you who yesterday put up, please just
put up with ne.

| want to point out that there
will be some new people in the crowd. Every
time we start a neeting by telling people how

to get out of here in the event of an
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energency. Qur safety nonent of the day is
use the doors to your right, over here; not
t he ones behind you. Those take you into sone
hal | ways for the staff. So go down the
escal ators or the fire door in the far corner
there, gather in the |obby and there will be
people fromthe hotel up here and in the | obby
directing you. But that's the general route
out. The confort nonment is restroons are just
out the door right over here, so that should
be no probl em

Today we' ve got a nunber of
interesting panels. The first one, in
particular, | think that you wll find
fascinating, but ny goal today and | want to
wor k for you; because nobst of you are from out
of town, is to get you out of here at 3:00.
That's our goal. | know a nunber of you have
to catch flights. So if you want to adjust
your flights and get hone a tad earlier
that's up to you; but | know I have the able

assi stance of the Conm ssioner from Arkansas.
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W wll, she wll nicely manage to get us to
a 3:00 cl ose.

So |l think wwth that, Cheryl any
ot her housekeeping matters that |, no?

MS. WHETSEL: No.

MR WESE: Gkay. Adjust your
phones. Ckay? Besides that, there are, there
Is a sheet on the registration table with
restaurants nearby for lunch. W'Il give it
a reasonabl e lunch; we'll gauge out the
progress we're maki ng about whether it's an
hour and a half or an hour. But |I'mvery nuch
| ooking forward to today, so with no further
ado, I will turn it over to ny colleague from
Ar kansas.

CHAI R HONORABLE: Thank you, Jeff,
and good norning everyone. | hope you had a
good eveni ng, not too nuch fun, okay? W've
got a lot of work to do. And while we do want
to get you hone safety and in an expeditious
way, | certainly don't want to cut off any

di al ogue or the questions that you m ght have,
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this is what we cane here to do.

So | greatly appreciate your
attention yesterday and nost of all, your
I nvol venent and your participation. |It's
great when we have a lot of tent cards up. So
this is your day as well; this is why we're
here. So | don't want to limt discussion or
guestions in any way.

But to the extent that we're able,
we would like for you to be able to return
home, particularly wth the rainy weather that
we're having today. And al so, please renenber
t han when you speak, we would like for you to
pl ease state your nane first, because we are
maki ng a record of the proceedi ngs here today,
and 1'd like to wel cone you back to the Joint
Meeting of the Gas Pipeline Advisory Commttee
and the Liquid Pipeline Advisory Commttee.

And we' Il begin with agenda item
nunber one, a briefing on Met hane Em ssion
Reduction and I'll turn it over to Jeff for

i ntroductions, but | wanted to thank the
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panelists who nade tinme to be here today; sone
of themwho | know very well. And this is a
great, great topic for this joint conmttee to
take up. So without further ado, Jeff.

MR WESE:. Geat. Thank you so
much, Colette. | just have a couple of quick
remarks to set this up. W asked to establish
this panel because it's a topic that the
commttee, it's very gernmane to the work that
we do; but we haven't ever tal ked about it in
the past, other than just as a side note on
ot her di scussions we've had.

Yet, nmy guess is many of us in
this room have been involved for sone tine in
this topic. So it seened appropriate, you
know, for us to kind of collect advice from
you, but to start, | assunme we'll have
continuing discussions on this topic, given
its inmportance | think that everyone here as
well as to the admnistration, but | thought
we would start wth sone basics.

Again, | don't like to assune that

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 9

everyone is at the sane point of know edge, so
to begin with, what |'d thought we'd do is
kind of a primer. So |I reached out, |
t hought, who would do the priner? | reached
out to the National Acadeny of Sciences. W
do business wth thema lot and | said, who's
real ly good fact-based, science-based, neutral
sort of person? And it was immedi ately they
recomrended Dr. JimWite. So | called Jim
and he was ki nd enough, after sone badgering
fromnme to agree to cone in and | consider it
a high accolade if the National Acadeny is
referring him

So, just real a quick bio, |'ve
got a panel that's conprised this norning for
you of Dr. Wiite, Dr. Paula Gant fromthe
Deputy Assistant Secretary at DOCE and friend
of many of ours for many years, and Pau
Roberti, another one of our friends. Paul is
Comm ssioner from Rhode Island. So | thought
we woul d start out wth Professor Wite, we'll

go to Paula and then to Paul.
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But I will pause, | think, after
each of these speakers and, you know, take
sone questions for the speakers. And when
that's done, |'ve asked a couple of people
here, Mark Brownstein will be speaking as well
on this panel, forgive ne, since | recruited
himfor the commttee on this topic and this.

Sorry, Mark. [It's early. | did go down and
get coffee. So Mark w il be presenting as
well in EDS interests in nmeasurenent and
nmonitoring. Sorry about that.

So we'll do that. Let's pause and
| et you take questions of all these people and
then |'ve asked a couple people on the
commttee to kind of talk a little bit about
the work that they've been doing; that we
thi nk that contributes.

So I'I'l start out with Dr. Wite.
Dr. Janes White, Professor of CGeologic
Sci ences, the University of Col orado/ Boul der
and Fellow and Director of |INSTAAR, the

Institute of Artic and Al pine Research. [|'m
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not going to read through the long cycle, but
Jimhas talked to ne before. He's been
I nvol ved i n nethane nonitoring and neasur enent
for quite a fewyears. |[|'ll let himgive you
any other quick tips on hinself, but again
consider it a high accolade to be referred by
the Acadeny and | want to thank him for taking
time out of his schedule.

DR. WH TE: Thank you very nuch
Jeff. Thank you, Madane Chairwoman. | woul d
point out that JimWite is a very common
name, so you probably should check to nmake
sure you got the right one. | don't know, |
have worked with the National Acadeny.

Jeff asked ne to give you sort of
a very brief overview on clinmate change, what
we know, what we don't know. So |I'mgoing to
stick to the basics. I'mgoing to stick to
sinple physics. |I'mnot going to try to go
into nodels and stuff like that. | don't do
nodeling. | go to places |like Geenland and

Antarctica and drill ice cores and | ook
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t housands of years into the past to try to
under stand how our clinmate systemworks. [|'ve
al so since the early 1990's neasured the
I sotopes of nethane in the atnosphere. |'ve
been affiliated with NOAA s nonitoring of
nmet hane in the atnosphere. So I'll nake sone
comrents specific to nethane as | go through
my talk. But | wll also talk broadly, nore
broadly about climte change in general.

| always like to start with a
slide of where we are; actually, this is a
picture of the other side of the world. You
can make out India on the left there. | Ilike
to show pictures like this for a coupl e of
reasons: One is this is Typhoon Haiyan from
| ast year, from 2013; this is a pretty big
storm |If you actually lay it over India,
it's about half of India. But you al so see
all these orange things, and these are |ights,
obvi ously; and those are powered al nost all,
as you know, by either coal, oil or natural

gas. And India and China are countries that
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use far | ess energy per capita than the

I ndustrialized countries. So a global view
woul d show you that the industrialized world
l'ights up the night even nore than these
countries do, but these countries are the

pl aces where growt h i s happening; China in
particular. Huge growth in use of fossi
fuels; and India is not far behind, and wth
a billion people noving into the use of fossil
fuels, they'll need sonething |ike four to
five tinmes nore energy, total energy in the
future because just grow ng from where they
are and their use of fossil fuels, which is
very |low per capita, up to sone level in the
future.

Wth all the environnental
changes, we want to know a |l ot, but three
basic things: How fast are things going to
occur, how big is the change going to be
eventually, and how likely is it to happen?
These are the sane sort of questions we ask

when we buy insurance. So know ng these
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things, we can do very inportant things, |ike
manage risk, provide resilience, etc. So as
| go through ny talk, |I'mgoing to nove back
to these issues of fast, how far or how big
and how likely. So we'll keep noving back to
those. And again, I'Il try to keep it sinple;
and that's why | threwin this slide to rem nd
myself to keep it sinple.

So let's start with, you can
actual |y understand how our climte system
wor ks in about three mnutes. So in the next
three mnutes, we're going to understand how
our climte systemworks. Not getting into
the details of, how Washi ngton's weat her works
or Col orado's weat her works or South Aneri ca,
what ever. Just |ooking at the globe, if you
wanted to determ ne the tenperature of our
pl anet all you would need to know are three
things: You would need to know how much
energy we get fromthe sun, because we're a
sun-driven planet. There's very little energy

that cones out of the Earth, sone by
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radi oactive decay and sone by friction between
tectonic plates, but we'd be a very, very cold
planet if it weren't for the sun.

You need to know t hen how nuch of
that sun's energy is reflected back to outer
space; and that's reflected by things |ike
cl ouds, aerosols, vol canos when they go off
are very good at producing sul fate aerosol,
whi ch makes ice crystals and cools the planet
off. And the obvious one is things |ike sea
ice and land ice, etc. So, and that's what we
call a positive feedback; because the col der
the planet gets, the nore ice you have, the
nmore snow you have and the col der the planet
gets.

A third thing you need to know is
t he anmount of greenhouse gases. The
gr eenhouse gases are just sort of a colloquial
termfor those gases that absorb the Earth's
energy; not the sun's energy, the Earth's
energy. So the sun's energy as it passes

t hrough the atnosphere, warns the pl anet up.
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The planet warns up to sone point and then
radi ates energy into outer space. Everybody
radi ates energy. | noticed on TV this

norni ng, they were pointing little
thernoneters at everyone's head who was com ng
into the United States, for obvious reasons.
And those thernoneters are sinply reading the
radi ation emtted by those human bei ngs; and
you can cal cul ate your tenperature quite well
by knowi ng what frequency of radiation we all
radi at e.

So greenhouse gases don't care
about the sun's incom ng radi ation, they
absorb the Earth's radiation as it goes back,
as it tries to go back to outer space. They
absorb infrared radiation. The nunber one
greenhouse gas with a bullet is water vapor;
It makes up about half of the greenhouse
effect. CO2 is about a quarter. And then the
ot her quarter is nade up by nethane, which is
an inportant part of that quarter. N trous

oxi des, CFC s, other smaller anmounts of gases.
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In ternms of how they're grow ng, nethane is
actually one of the ones that we're watching
very, very carefully; because it is grow ng
faster than CO2 and given it's about twenty to
thirty tinmes nore powerful than CO2 per

nol ecule, likely to take over CO2 at sone
point in the future. And I'll tal k about

that, because | think there's good reason to
believe that it m ght actually happen.

So if you know those three things,
you can actually, | should back up. You
actually calculate the tenperature of the
pl anet; and physicists did this back in the
1800's. There's a lot of really classic
physi cs worked out at that tinme. W do get
variations in all of these things, so the
anount of energy we get fromthe sun that
vari es because the orbit of the Earth varies.
Soif we're farther away fromthe sun, we have
ice ages; if we're closer away fromthe sun,
we have warm periods, |like we're in now. And

the pacing of the elliptical shape of the

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 18

orbit is a very inportant part of clinmate,
particularly the last mllion years. The
Earth has the anount of reflectivity on the
pl anet changes so when a vol cano goes off,
it's very obvious. You can |ook at the
tenperature pattern over the | ast hundred
years, you can spot all the major vol canos
that occur.

And t he anmount of greenhouse gas
in the atnosphere varies. You go back sixty
mllion years ago and greenhouse gases were,
CO2 for exanple, which today is 400 parts per
mllion, pre-Industrial, about 280 parts per
mllion. Sixty mllion years ago was probably
a coupl e thousand parts per mllion. So it's
been high in the past. |It's not gone nuch
| oner than 180 parts per mllion for
I nteresting reasons that we can tal k about.

This slide just rem nds us that we
don't get enough energy fromthe sun to be a
liquid planet; we're too far away. So the

Earth's tenperature w thout greenhouse gases
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are essentially wthout an atnosphere, if you
want, is about -18 degrees C. You can neasure
that with satellites; that's what physicists
calculated. | think it's too cold for
advanced |life. And | do ice core work, so.
The Earth's tenperature, however, that you can
take with thernoneters or with satellites
around the world is about +15, which is a nice
cozy planet. It's not too hot at the equator
and it's pretty darn cold but not too cold, at
t he pol es.

And the difference between that -
18 and that +15 is greenhouse gas. W can
calculate that, we know that quite well. It
rai ses the tenperature of the planet by about
33 degrees Cel sius, about 60 degrees
Fahrenheit; and really nakes the pl anet
habitable. So if sonebody conpl ai ns about
gr eenhouse gases, just pause for a nonent and
think, well they actually nmake it possible for
us to be here.

So it's a very, greenhouse gas is
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a very integral part of the energy bal ance of
the planet and the energy bal ance of the

pl anet or the energy at the surface of the
Earth, is indeed climate. That's the sinplest
definition of clinmate is how the energy at the
surface of the Earth, how nuch there is and
how it's distributed. Wether it's
evaporation, whether it's sensible heat,

whet her it's | eaves noving, whether it's that
rain that's pouring outside.

So if we add | ots of greenhouse
gases to the atnosphere, the Earth's climte
will definitely change. W know this; this
I's, again, sinple physics. Because the
physi cs of greenhouse gases absorbi ng energy
Is actually we know better than gravity, and
we all, you know, next tinme you feel the urge
to deny sinple physics, try denying gravity.
| do alittle exercise in the class | teach on
energy and the environnent where | have a
student stand on a chair. And | have, | talk

about this thought experinent. Wat if | push
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the student off and the students wll say,

well she'll junp off and | and on her feet.
Vll, we'll tie her feet together. Tie her
hands together, you know, we'll do whatever.

And they, you know, this is 18 to 22 year old
set; they love this stuff. You know, they
tal k about you'd smash your face, blood, guts,
you know. Definitely an injury here. And
then | point out to themthat in twenty-
sonet hi ng years of doing this exercise in
class and countless tines in public, no one
has ever raised their hand and said, so and so
won't fall.

So we, and we get that. W
understand that you sinply cannot deny
physical |aws; you know, this is not sonething
you can pass a |aw against, this is not
sonet hing you legislate. |If Congress could
pass a | aw against gravity or could change the
gravitational constant, we could all |ose
wei ght imediately. And they haven't done

t hat, so.
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This is a context of human change.
| put CO2 on here, it's in red; and your CO2
IS up about 30 percent fromwhere it was.

This is CX2 |evels going fromtoday, going
back 400, 000 years; each of these high
periods, what we call interglacial periods.

A coupl e things you can notice on here. Most
of the tinme in the last mllion years, has
been cold. W spent tinme in what we cal

gl aci al periods, |arge glaciers covering
Canada, w ping out the National Hockey League,
stuff like that.

Met hane also follows a simlar
pattern, although with nore excitenent; and
met hane has that excitenent because it's very
tied to the hydrologic cycle. Methane is
primarily produced by anaerobic bacteria in
swanps and places |like that. It has, however,
I ncreased nmuch nore than CO2. Methane has
tripled in the atnosphere since the Industrial
Revol ution. So our inpact on nethane is nuch

| arger than our inpact on carbon dioxide; in
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part because nethane is |ower in
concentration. But also in part because our
production of nethane nostly by rice
cultivation and by donesticated aninmals
burping their brains out, has a | arger percent
of the flux relative to natural.

So what are the inpacts? Wat do
we know wi || happen? So |I've broken the
I npacts into what we know w || happen and what
do we think wll happen. And you know, if you
read the I PCC and these other reports, you get
words |ike very likely and probabilities and
stuff like that. I'mgoing to talk to you
i ke a human being and not a scientist. W
know t hese things are going to happen, right?
The physics are so sinple that this is going
to happen. So, 50 percent of the energy in
the | ower atnosphere is expressed as heat,
sensi ble heat. So if we increase the anount
of greenhouse gas in the atnosphere, we know
we're increasing energy in the atnosphere, the

odds of it warm ng up are very, very, very,
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very, very high. Al right? So it's going to

get war ner.

It will also nean nore
evaporation. So nore energy in the atnosphere
nmeans there's actually going to be nore rain
globally. Now that rain mght fall in the
ocean, mght not do as good on the |and, but
it will on the whole, rain nore in the future.
And it has been raining nore. Another thing
that will definitely happen is that sea |evel
will go up. And I'll talk nore about that,
because that has inplications for
infrastructure along the coast that | think
you folks in the pipeline world ought to know
about. But again, the physics are so sinple
here that when you warmthe planet, you are
going to raise sea level. The ocean's going
to acidify, because we're putting CQ2 in the
at nosphere; that's happeni ng today.

And the other thing that's going
to happen, and it happens slowy, fortunately,

because | don't think this is going to happen
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rapidly. |Is that carbon in the formof CO2

and nmethane is going to be rel eased as
permafrost nelts in cold regions of the world.
That's sonething that has nornally happened as
the pl anet has warned and cooled in the past.
Interestingly, it's the ratio of nethane to
CO2 that's really inportant here. And we
don't know what that ratio's going to be.

VWhat do we think wll happen?
There's a whol e bunch of things that we think
wi | | happen; here's just ones |'ve listed. W
think it's going to get drier in the western
US | livein Colorado, that's very
inportant to ne. W think there will be
changes in the weather. |It's going to be both
col der and warner because of the changes in
jet stream changes in circul ation patterns.
W think it will be drier in sone places,
wetter in others. W think there will be
bi gger storns; there's actually evidence for
this today, as there is nore energy in the

at nosphere, you'll have bigger storns that
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rain nore per event. That has inplications
for infrastructure in terns of sewer runoff
and stuff like that. And we think there's
going to be nore heat waves. There's a bunch
of other stuff that we think's going to
happen, but that energy's going to be

redi stributed around the planet in interesting

ways.
s it surprising that human bei ngs

are changing the planet? | get this question

alot. | used to get this question from ny

dad, and we used to have | ong conversations
about this. So | started to collect netrics
for humans running the planet. W're very

I npressive. W're the biggest cause of change
on the planet by far. Here's just a couple of,
you know, there's a bunch of themin here,

"Il just talk briefly about the first one
here and if we have time, | can cone back to
the second one. This surprised ne. M
friends in the geol ogi cal science business

added up how nmuch dirt flows through rivers
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and t hrough dust in the atnosphere, and they
conpared that to the anount of dirt that we
nmove by mning activities. Just by mning
activity. W nove ten tines nore dirt than
nature does every year. So the natural

er osi ve processes that wear nountains down and
keep these nountains fromgetting higher and
hi gher, we nove ten tines nore dirt per year

t han nature does. Wich inpressed ne. And

can conme back to this. This has to do with
nitrogen fertilizer and | don't know if I'II
have tine to cone back to it; but this is, |
think the one that really nakes ny jaw drop is
the fact that we human beings really are equal
to all the bacteria on the planet in terns of
fertilizer production. N trogen production,
which is like, that's really strange.

W can try this. So how fast, so
we did, the National Acadeny probably fingered
nme because | was the | ead author on a report
in which we | ooked at abrupt change. And one

of the abrupt changes is happening today is,
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Is seaice loss. And thisis alittle novie
prepared by NASA and NOAA and | like it
because it nmakes a coupl e of exanples here.

So what you're going to see here is the novie
cranks up is the circulation of the Arctic
Ccean and the Arctic atnosphere circul ation as
ice spins around. And in the natural, in the
worl d before it got warner, ice would cone
around Greenland here, it goes out in the
Atlantic, it sinks the Titanic, it does other
stuff. But the white stuff here is old ice,
and the blue stuff is young ice; and what's
happened as tine goes by and you'll see a big
change in 2007. |It's episodic. |Is that the
old ice, which is neters and neters thick, is
bei ng shoved out and it's not been cold enough
to replace the old ice with nore old ice. And
we end up with an Arctic Ccean that has pretty
much one year ice covering a lot of it. So if
you renenber what that | ooked |ike in the
beginning, it was nostly white, which is

multiyear ice, able to survive a warm w nter
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And what we have now in the Arctic in the
wintertine, it still freezes over in the
wntertinme. W have nostly one year ice,
which is capable of nelting, to a | arge
extent, any given summer when you have enough
war nt h and when you have the right w nd
condi ti ons.

An exanple of this, this is the
Great Lakes, to give you an exanple. So this
Is Lake Erie, which | used to pick on Rhode
I sl and, but not anynore, so. This is New
Jersey, roughly. And this is February 27,
1973; Lake Erie is frozen over. March 13, two
weeks | ater; Lake Erie is alnost entirely ice
free. And if you've lived in an area where
you have | akes, abundant |akes, you'll know
that this happens in the springtine, it just
seens as though the ice goes away very
qui ckly. And that happens because the
at nrosphere warns, the water also is nelting
the ice, and then the w nd cones al ong and

stirs the drink and you end up with ice being
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renoved very rapidly. That's what's happeni ng

in the Arctic today. And now keep in m nd that
the three things, class, that controls
climate: How nuch energy fromthe sun, how
much reflectivity there is. So we're trading
white ice in the Artic for blue ocean; which
I's about the biggest trade you can nmake from
an energy-absorbing point of view. That's why
alot of climate scientists are focused on
what is going on today in the Arctic; because
what happens in the Artic doesn't stay in the
Arctic. It's totally the opposite of Las
Vegas. |t begins to inpact the entire
nort hern hem sphere, because it changes the
ener gy budget of the northern hem sphere.

So why shoul d you care about
Arctic sea ice? There's a bunch of reasons
why you should. This thing that you fol ks
have |lived through called the Arctic Paradox;
where cold air |eaks out of there because the
jet stream slows down and can't bottle up cold

air anynore. A lot of political stuff. The
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Russi ans dropped a flag at the North Pol e.

Whoopee. There's nore ships, there's nore
resource extraction going on up there; and in
red here, | put the permafrost is nelting.

And it's being aided in warm ng up by the fact
that you now have bl ue ocean in the sumertinme
al ong the coast nmuch longer into the fall than
you used to have. And the folks who live in
Al aska can, | nean, this is sonething they
know. This is very real change, a very easy
change to see. This is a distribution of
permafrost. Just pointing out a couple
things. One is that nost of that pernmafrost
IS in Russia; the second anount is in Canada.
But we in the United States have a | ot of
permafrost; and |'ve tal ked about fol ks,

tal ked about this with folks in the State
Departnent; pointing out that, you know, as we
tal k about carbon agreenents globally, we own
a lot of stock here that is going to be com ng
out. And how this stuff gets counted in the

future is an interesting question. Just to
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scal e you, this anmount of carbon is equal to
all coal, oil and natural gas put together.
And it wll, as the planet warns up, nelt;
because it did it in the past. And we have
very good evidence. At warmperiods in the
past, only a couple of degrees warner, trees
were growng all the way up into these islands
right here, on both sides. So this was, very
clearly, a nmuch warner place and per nafrost
was gone because trees don't grow that well in
the really frozen pernmafrost.

Just pointing out to you that we
are nonitoring very carefully what's happeni ng
here. W don't have enough sites, | think, to
do that very well, but we have enough that we
can tell you that even though nethane is now
I ncreasing in the atnosphere, this is nethane
fromsince 2000 fromthe NOAA data. It
actually plateaued for a while and there was
a whol e bunch of papers witten, including
sone by ne; and we don't really know why this

happened, which is an interesting problem
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But nethane is going up in the atnosphere
again since 2006 or 7, it's been going up
again. It's going up again, and this is the
I sotope, | won't go into details here, but
basically if this goes down while this goes
up, this has to be anaerobic. It has to be
rice, it has to be swanps, it has to be nore
rain. It is not Arctic permafrost that's
nmelting and putting that nethane into the

at nosphere. We all think that this is going to
happen in the future; as a matter of fact,
it's going to happen in the future. But it
Isn't happeni ng yet.

Sone thoughts then. Qurs is a
water planet. It takes tinme for water to heat
up. One of the nost, I'd say, the second nost
I nportant nessage | have to give you today
about clinmate change is that the inpacts, that
Is, it will be warnmer, cone after the causes,
whi ch are increased greenhouse gases by at
| east fifty years or nore. And that's because

water is out there. And it doesn't take a
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whol e | ot of experinentation. | have
students, another thought experinent. Put two
pots on the stove. Put two cups of water in
one and no water in the other. Turn the heat
on equally. Walk away for a couple m nutes,
cone back. Thought experinent. Put your
finger in both and you will burn your finger
in the one with no water, and the one with
water in it, you barely feel it's alittle bit
war ner. Energy is neither created nor
destroyed. So where did all that energy go?
That, on the water side? WlIl, it goes into
war m ng wat er up because water has an enor nous
heat capacity. So this is an interesting
probl em because it creates, even though today
we have about 400 parts per mllion CO2, and
"'l show you what that neans froma climate
point of view. W don't have a 400 part per
mllion CO2 climate yet. It wll take a |ong
time for the ocean to warmup to express that
400 part per mllion CO2 climate. And it's

al ways going to be a lag of at |east a
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generation; and that causes what's call ed
I ntergenerational inequity. And a |ot of what
we talk about in climte change today has to
do with ethics. What we're doing to our, with
the problens we | eave to our kids. And wll
they do the sane thing? WII they |eave our
grandki ds the sane kind of problens? So this
Is an interesting problem And it's, the tine
frame is long enough, it's certainly | onger
than the political tine franme. But the tine
frame is long enough, it's really an
I nteresting problem

Let nme talk a little bit about sea
| evel rise. This is probably the nost
inevitable result of a warnmer planet. And
this one, | want to tal k about it because the,
as a pal eoclinmatol ogist, | sort of yawn when
| ook at sea level rise curves. But the, it's
sonet hing that we haven't gotten out into the
public domain, the inportance of a dynam c sea
| evel on our planet. So the physics behind

sea level rise are sinple. So as you warm
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wat er up, water expands; and that's not
trivial in an ocean that's several kiloneters
deep. So as the ocean warns up, sea |evel
rises. The other thing that happens is that
a warnmer ocean and a warner air nelt land ice.
And on our planet, there's a trade always
goi ng on between water on |and, as ice, and
water in the ocean. And that trade goes back
and forth as our climte changes. As our

pl anet cools off, we tend to grow ice on the
| and. That ice cane fromthe ocean and so the
sea |l evel drops. During the last gl acial
period, for exanple, sea |levels were 120
nmeters | ower than today; alnost 400 feet. Al
right? So that's a lot of water that got
taken out of the ocean and nmade into ice. As
our planet warns up, sea level rises. So
120, 000 years ago, we were slightly warner

t han today, maybe a degree on average for

gl obally. Sea | evel was about 5 to 7 neters
hi gher than today. Meters. So that's 15

feet. So then I'll show you what that | ooks
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like in the next few slides. But this is very
I nportant, because the small changes in
tenperature eventually translate into | arge
changes in sea level and that's just the way
our planet functions, because of this trade
between | and ice and the ocean.

This is just a figure show ng you
the fidelity, |I've used CO2 here, by
tenperature can be substituted for this; and
sea | evel show ng that over the |ast 500, 000
years, | apologize the direction of tine is
now going this way. That's what
climatol ogi sts do. These are again the
i nterglacial periods that you see here. But
the, what's inportant to note on this is that
these are the difference between an
i nterglacial period and a glacial period,
which is about 6-7 degrees Celsius. Sea |evel
changes here are on the order of 120 neters.
Al right? So you can get a scaling right
away that, at one degree of sea |evel, one

degree of tenperature change is sonething on
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the order of 15 to 20 neters of sea level. And
keep in mnd that the IPCC target is 2 degrees
Celsius, all right?

Sea level is rising, a neter by
the end of this century is a conservative
current estimate. It's conservative. And
there's a whole lot of inplications for this.
In the Abrupt dimate Change report, we talked
about this infrastructure failure is a key
threshold in sea level rise. So as, you can
tal k about, okay, Mamans will nove from
these wet spots here to these drier spots.

But you all know how cities work, and you know
t he underground pi pelines, the power I|ines,
the sewer systens. The infrastructure of
cities are really what begin to fail as sea

| evel rises. And that becones a real serious
problem And these failures could indeed be
abrupt changes in the system that's probably
one of the biggest fears we have is that you
wi |l have problens in the infrastructure, the

system not functioning abruptly.
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Interestingly, current plans. For
exanple, there's a big neeting in New York
Cty recently. Typically go out to 2050 with
little or no recognition that sea |level rise
will continue. So sea level rise is not going
to go a neter by 2100 and then stop there.

The how far part of this is really inportant.
And how far is in the nei ghborhood of 10 to 20
nmeters. So with 400 parts per mllion CQ2,
["l'l show you a curve here in a mnute; that's
the sort of level we'll expect in, and it wll
take a coupl e hundred years, a few hundred
years, to do that. But what's really
inportant is that sea level rise, if we allow
this to go unchecked, wll nean a continuous
and strategic retreat to that how far |evel

So, it's interesting that fol ks are thinking
of building twenty billion dollars' worth of
har deni ng agai nst sea |evel rise, and at that
poi nt, you go, okay now what? You guys spend
anot her, we all know the nunber will be even

bigger. But it's going to be a continuous
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fight. And at sone point, you think, well,

you know, are we going to, we're going to give
up. Mam, for exanple, is a city that you
sinply can't save. |It's a city that's built
on sand and coral and you put a di ke around

M am and water just cones up underneath it.
It's conpletely porous under your feet. The
Cty of Mam actually hired sonme Dutch

engi neers who told themthat and charged t hem
a few hundred thousand bucks, so. Wsh | had
that gig.

This is a nice conpilation, just
showi ng you very briefly and roughly speaki ng
that here's the gl obal nean tenperature; our
average today of 15. Here's sea |evel.

Again, if you go back to the d acial Period,
whi ch was about 6 or 7 degrees col der, about
120 neters. Going forward to a warner planet.
I[f you nelt all of the ice, if you nelt
Antarctica, here's the Eocene, forty mllion
years ago, that's when the Antarctica began;

it's about 80 neters of sea level rise. The
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last tinme the Earth had 400 ppm COQ2, which is

what is in the atnosphere today, is a period
call ed the Pliocene, which was about three
mllion years ago. And you can sort of gauge
across here; that's about 20 nmeters of sea
level rise. This is the IPCC forecast for the
year 2100 tenperature. There's no reason that
we can think of for this point not to magrate
up towards that line. It wll take hundreds
of years to do so, because fortunately, ice
doesn't nelt quickly. But again, it's a
strategi c and phased retreat that we're
t hi nki ng about, rather than, | still think we
can do sonething about this. But it is
interesting that this is sonething that a | ot
of people really don't want to hear about, but
If you ook at, if you study the history of
the planet, this is just how our planet
functi ons.

So | point out to ny class, don't
get depressed, you can have sone fun with

this. This is what 20 neters of sea | eve
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|l ook Iike. | always ask themwhat's really

I nportant about this part of Florida? |I']

ask you folks that. Disney Wrld. R ght. |
heard the words, Disney World, right? So it
turns out that Disney Wrld is high and dry at
20 meters of sea level and really inportantly,
you can sail the Disney Princess right up to
the Magic Kingdom AIl right. So there are

w nners and losers in climte change. |

al ways get sad because | | earned that
Loui si ana | ooked like a foot and it's
unfortunately, you know, | hate to say it, but
an anputated foot at that point. Nonetheless,
you get the picture. And | also like to show
this slide, because as | tell people, this is
the only thing you'll renenber about what |
say. There's a state |urking over here and
you fol ks in the northeast know which state
that is? Delaware. Right. Now what was the
first State of the Union? Delaware. They're
really, really, really proud of that. So if

you want to renenber ultimate sea | evel rise,
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all you have to renenber is first in, first
out. GCkay? If you can renenber FIFO, you can
remenber ultinmate sea | evel rise.

| had to pick on Rhode Island
here. This is just alittle bit of ne getting
up on a soapbox here. | think it's tine to
rethink the gl obal conversation; and it's
certainly a national conversation, and really
stop blamng fossil fuels. Yes, CO2 is causing
a lot of climate change, but the fossil fuel
providers get a lot of grief for that and |
find that rather odd; for tw reasons. One
Is, it's not just about fossil fuels. And
this is areally inportant nessage for
met hane. Met hane, the human net hane fl uxes
are primarily rice cultivation and
donmesticated animals. So we have a little
program where we drive around the front range
of Col orado and we have a little Piccaro
Met hane Anal yzer in the back and we're trying
to ground truth the aircraft neasurenents.

The bi ggest signals we see are feed | ot
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operations; concentrated feed | ot operations.
CAFO s. W do see sone | eakage from punpi ng
operations from nethane, natural gas
operations; we also see landfills. But the
bi ggest spi kes we see are CAFO s. And the
nitrous oxide is produced by bacteria when

t hey get an abundance of fertilizer. As |
told you, the one exanple | had to skip there
I's that human bei ngs have doubl ed t he anpunt
of nitrate and ammonia in the Earth's system
And sone nitrous oxide is going up and it's
going up rapidly. These two things together
roughly equal CO2; and they're largely tied to
food. Not energy. So one of the key nessages
for the future is that we're going to have to
deal with clinmate change. W have a | arge
environnmental footprint. W got to deal with
it. Because we're not going to get out of the
food eating business. W nmay get out of the
fossil fuel business at sone point down the
road, but we're not going to get out of the

food eating business. Al right? You sinply
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can't, | can't imagine a world |like that,
al t hough sonme of ny futuristic friends talk
about it.

So | think, you know, whatever
strategies we have to deal wth clinmte change
in the future has to get out of being w apped
around the axel of just fossil fuels. The
ot her inportant point | want to nake here is
that fossil fuels supply 80 percent of our
energy. And |'ve always found it odd that
bl am ng the supplier of a basic need is odd.
Al right? 1In other words, | ask ny class
this: | mean, do we blane farmers for
obesity? Farners are out there producing
calories. R ght? Wy aren't we crabbing the
farnmers, you're producing too nmany cal ories?
And | think we know the answer. W know it
because we know that there's a | ot that
happens between the production of cal ories and
how we consune it. W inject ourselves, and
we say, | need to be responsible for how I

consune those calories. W don't have a
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sensi bl e energy policy, and so we can't inject
oursel ves in between the providers of that, of
energy and the result of that energy. So ny
bi g nessage here is, we certainly need a
sensi bl e energy policy and we need a sensible
approach to what is really happening; and it
Is really happening. So | wll stop there.

MR WESE: Very good; thank you,
Prof essor White. | actually have sone
guestions nyself, but | think we've conferred
and think that we won't get through our agenda
If we don't save questions for the end of the
panel .

So with your permssion, | just
ask you to queue themup. Ckay? So what
that, | think we'll shift nowto Dr. Paul a
Gant. | haven't been calling her Doctor, |
realize |I'mgoing to have to becone nore
formal , Paul a.

Paul a i s the Deputy Assistant
Secretary for Gl and Natural Gas in the

Departnent of Energy's Ofice of Fossil
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Energy. Deputy Assistant Secretary, Dr. Gnt,

adm ni sters donestic and international oil and
gas prograns; including policy analysis,

i quefied natural gas inport and export

aut hori zati on.

Paul a has a long history, | think
many here in the room probably know her. She
wor ked with the Anerican Gas Associ ation and
Duke Energy in the past, has served as faculty
on Louisiana State University, University of
Louisville. So with that, | think I would ask
you to welcone Dr. Paula Gant. Thank you
Paul a.

DR GANT: Thanks, Jeff. Five
m nut es-i sh?

MR, WESE: \Whatever, five, ten

DR GANT: Geat. Good norning,
everyone. It's nice to see a lot of friendly
and famliar faces, and it's great to get a
current prinmer on the clinmate science. |
t hought that was really insightful and nakes

nme glad that | don't have to try to nake this
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Interesting to college students. | don't know
that | have the innovation that you do, Dr.
Wi t e.

So I'"'mgoing to talk about nethane
froma couple of different angles; focusing on
not bovine flatul ence, but natural gas, our
donestic natural gas abundance; and tal k about
why from an adm ni stration perspective,
nmet hane matters in that regard. And then how
that relates to sone of our objectives around,
addressing climte change and working to
mtigate the inpacts of it.

So, why does nethane matter? |t
turns out that we have a | ot of natural gas,

a lot of proven reserves of natural gas in
this country. And thanks to decades of
continual innovation and technol ogi cal
advance, we can get it out of the ground very
effectively and thanks to the 2.4 mllion
mles of pipeline infrastructure we have in
this country, we can get it to markets around

the country very safely, efficiently and
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reliably. And because of that, we have an
I ncredi bl e opportunity to make good use of
this resource in ways that allow us to
under pin our econom c security, our national
security, and our environnmental quality. And
when | think about what the challenges for us
at this point intinme froma policy
perspective, and ny opportunity to serve on
behal f of the President, it's really to help
insure that as a country, we realize that
prom se. And that's what President Obana has
us focused on, is making sure that we're
t hi nki ng about our natural gas resources in
ways that insure that we are devel opi ng them
prudently. By prudently, we nean that we get
the nost out of the resource, we produce it
efficient and that we also mnimze inpacts on
ot her natural resources; our air, our |and,
our water, and our |ocal communities.

And the upside is trenendous; the
downside risk we think is conpletely

manageabl e; and it's our responsibility now as
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policy nmakers to insure that we're conducting
t he basic science and anal ysis and
constructing policies based on that that
insure that the resource is devel oped
prudently. And that it's used efficiently.
So when we think about why net hane
matters, one of the things that | want to
point tois the President's Climate Action
Pl an, where he called out the inportance of
reduci ng net hane em ssions as a powerful way
to take action on climte change. As
Prof essor White pointed out, nethane is a nuch
nore potent greenhouse gas than carbon,
particularly in the short term And the
chall enge for us is to make sure that we put
that nmethane to good use and derive an
econom c growth in providing energy, rather
than having it released into the atnosphere.
So, to that end, the President
directed an interagency group to develop a
nmet hane strategy for reduci ng net hane

em ssi ons across the econony. Wthin that
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strategy that was rel eased this past spring,

t he Departnent of Energy is very nmuch focused
on reduci ng net hane em ssions from natural gas
systens; and that's what |'mgoing to talk
about today. And the driver here is the

under standi ng that our donestically abundant
natural gas resources are going to underpin
our economc growh and our quality of life
for decades to cone. And we're expandi ng our
use across our economes, whether it's heating
homes and buil di ngs, industrial processes, or
for large scal e power generation. And we want
to nmake sure that that expanded use of natural
gas is actually a win for the clinmate, not
just for our econony.

So our work is focused on | ooking
at ways that we can accelerate reductions in
nmet hane em ssions from natural gas systens.
And at the Departnent of Energy, we're
currently primarily focused downstream of
production; so this is largely focused on the

pi peline infrastructure that you spend a | ot
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of tinme thinking about. And the Environnental
Protection Agency is very actively engaged,
| ooking right now at how to best reduce
met hane em ssi ons from producti on.

So the Secretary of Energy,
Secretary Mniz convened a series of round
tables this past spring, that were really
I ntended to focus a conversati on downstream of
production, |ooking at natural gas storage,
transm ssion and distribution infrastructure.
And get an understandi ng of what the data
tells us, what we know about where those
nmet hane em ssi ons, | eakages are occurring, and
what efforts are underway to continue to
I nprove what we know. And the good news is
that we know quite a lot. The data on net hane
em ssi ons, | eakages from natural gas systens
has i nproved greatly in recent years, in sone
part due to the nmandatory reporting required
by the Environnmental Protection Agency, but
al so due to actions that natural gas utilities

and pi peline transm ssion conpani es have taken
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to get a better sense of where these | eakages
are happening, sone of it driven by the types
of regul ations that you discuss here, the
regul atory approaches that are driven froma
safety perspective. So while there are always
things that we can do and are continually
underway, as Dr. Wiite nentioned, to get
better understandi ng of what | eakages are
actual ly occurring and how you true up these
nmeasurenents that you do at the source of the
| eakage with these atnospheric neasurenents.
So these top-down versus bottom up anal ysis.
Well, there's a lot of work that continues to
go on to inprove what we know. W know a good
bit. And in this regard, |I'll also give a nod
to the work that Mark Brownstein and the team
have been doing at EDF over the past coupl e of
years; team ng wth conpani es across the
natural gas val ue chain as well as many
academ c institutions and national |abs across
the country. That has contributed greatly to

the science in understandi ng what | eakages are
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occurring.

And it's been very hel pful, and
that col |l aboration, in | think helping to
center this conversation and bringing it out
of conjecture or hyperbole into a science-
based understandi ng of where | eakages are
happeni ng so that we can focus our
conversation on continuing to take actions to
reduce those. So, thanks to Mark and the team
on that.

The other thing the Secretary
wanted to nmake sure that we had a conversation
around was what are the | eading practices? |
nmenti oned the voluntary actions that conpanies
have taken as well as, as you know, from a
pi pel i ne perspective, the things that you
woul d do to reduce | eakages are driven first
and forenost by public safety. So getting an
under st andi ng of how pi peline and the
di stribution conpanies conmtnents to safety
are actually are resulting in, howis that

I npacting the trend of nethane | eakages from
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natural gas systens?

And again, the news is quite
encouraging there. There's a great deal of
| eader shi p happeni ng anong conpani es as wel |
as since the President's call to action with
the Departnent of Transportation in 2011 on
accelerating infrastructure, nodernization and
repl acenent efforts, | think the data
denonstrates that we're seeing great results
fromthat in reducing | eakages fromthe
systens. And | know |'m sort of preaching to
the choir on this one; because this is the
wor k that you're focused on. So |eading
practices and industry | eadership.

And then the third thing that the
Secretary wanted to hear fromthe broad group
of stakehol ders that were convened is, what
can DOE do to help this? And we'd like to be
able to continue our work on neasurenent so
that we can denonstrate what the trend is.
Many of us believe there is a declining trend

of met hane | eakages from natural gas systens.
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And we want to know what we can do to focus

t he conversation on how we can accel erate that
decline. \Where can we invest smartly to
accelerate the rate of |eakage reduction, if
you will. Because we know there are so many
efforts that are already focused on doing

t hat .

So sone of the things that cane
out of the Secretary's efforts, where we're
focused is, there's a request for information
and comments on the possibility of doing a
conpressor efficiency rulemaking. There is
al so an effort underway wth the Ofice of
Fossil| Energy, where | work; and the Advanced
Manufacturing Office in EERE. W're having a
wor kshop in Pittsburg in Novenber that's going
to | ook at the technol ogi es avail abl e and
needed for |eak detection and repair for
pi pelines. And our focus here in on renote
| eak detection and neasurenent in particular,
as well as alternatives to, for exanple,

hydrostatic testing. So you wouldn't have to
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bl ow down these pipelines in order to do the
testing.

And we're going to be taking input
fromthe industry and stakehol ders on what is
next needed and what is the best type of
research for the Departnent of Energy to be
conducting in this area. And we have a new
infrastructure R and D programthat assum ng
Congress gives us all budgets that we very
much hope to be able to kick off next year

And all of that feeds into a
partnership that we have el evated with NARUC
t hanks to Chai rman Honorabl e's | eadershi p, and
Comm ssi oner Roberti; where we're going to
| ook specifically at how our R and D program
can contribute to inproved safety outcones and
efficiency for our natural gas distribution
infrastructure. And PHVMSA is a partner with
us in that as well. So we're very nuch
| ooki ng to nake sure that one, we know what
the research gaps are and we've identified the

ones where the Federal governnent shoul d be
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wor ki ng; and that ultimately, those research
outcones are useful in supporting regulator's
efforts to enact good sound public policy.
Whet her that's with a reqgqulatory requirenents
that PHVSA is considering froma safety
perspective, or whether that is the efforts
t hat NARUC conmi ssioners are making to insure
conti nued safe, reliable, efficient and
adequate infrastructure; serving our hones and
communi ties.

So we're in the process of
receiving inputs on where that R and D shoul d
focus. W expect by the end of the year,
wel |, not expect, wll be required in Decenber
to submt a recommendation to the Secretary
and he's very eager for us to get busy on it.

The final thing | would say is,
when we think about reduci ng net hane | eakages
across the natural gas system again, the goal
here is to insure the full promse of this
i ncredi bly clean and abundant donestic fuel.

But when we t hink about how best to do that,
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I would offer that there are, along the

nat ural gas value chain, there are a spectrum
of levers or tools or approaches that can be
brought to bear. And we're very nuch thinking
about not a honobgenous approach to that val ue
chain. But what is the right tool and what is
the right approach, depending on which piece
of equi pnent, which operational nodel, which
comercial or regulatory incentives that

you' re | ooking at.

And | raise this because as you
all well know, when you work your way down
fromexploration and production to delivery
and you | ook at pipeline infrastructure, the
primary driver for investnents in pipeline
infrastructure, whether it's ongoing
mai Nt enance or new expansions; IS primary
driver i1s public safety.

And when we tal k about public
safety and how we best maintain our systens,
that is inforned greatly by the conversation

you have here with PHVSA, and the regul ations
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that cone out of PHVSA that then get

I npl emented at a State |level as you all know.
And t hose investnents happen with the approval
of State regulators around the country.

So we're very nuch interested at
t he Departnent of Energy of understandi ng how
our technol ogy and our research can be brought
to bear to informthat conversation as well.
Because we think that a prine driver in
achi eving the maxi mum benefits for natural gas
I's reduci ng net hane | eakages; and the way you
get there is thinking about safety first.
Which is what you're doing here in all of
t hese conversati ons.

So |'m happy to take questions
| ater, and thanks for a chance to be here. |
appreciate it.

MR, WESE: Thank you, Paula. |
thi nk you can see the rel evance of what we're
tal king about. Paula, | think captured it
very well. |'ll use that as a segue way to

tal k about, just for a second abut WMark
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Brownstein and invite himfor his coments.

We've been in this conversation
for a while; we've got people in the room |
know Bob Smth is here. Qur R and D program
has been involved in this for probably five or
six years. And the EPA used to cone to our
forums and we woul d tal k about these issues.

We funded a few projects in the
area, but as | nentioned to the Conmttee
yesterday, it just, we have an opportunity
where a lot of things are com ng together
right now that can really kind of snowball on
each other and allow us to nmake significant
progress on nultiple fronts at one tine. |
think Paula did a great job of capturing that;
but one of the keys in her remarks were the
sci ence- based understandi ng. And honestly, |
think we nmake progress faster when people
start agreeing on the facts, and we get out of
the hyperbolic realm | was attracted to Mark
on that basis. Mark was doing sone really

Interesting work as far as | was concerned, in
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terns of trying to take a science-based
approach to better understandi ng net hane
measurenent and nonitoring. |I'll let him
descri be the work that they were doing, but
it's sort of what attracted nme to himand |
knew this woul d be an issue we'll be talking
about for years. So, he was kind enough, |
invited himto join the Conmttee and he was
ki nd enough to vol unteer.

So Mark will be with us for a
whil e and you'll get a chance to get to know
him better. He introduced hinself quickly,
but for the record, Mark is Associate Vice
Presi dent and Chi ef Counsel of the U S. Energy
and Cimte Program at the Environnental
Def ense Fund, where he | eads EDF' s natural gas
efforts. He specializes in utility-related
I ssues, including transm ssion devel opnent,
whol esal e and retail electric market design,
rate reform power plant siting, investnent.
| would just say that Mark al so, kind of

interestingly, has a background in utilities.
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So | think he understands the world that we're
tal ki ng about on a daily basis.

So I'll close on ny introduction
to Mark, but also |I apol ogi ze for saying, |
forgot to nention, it would be discourteous of
me not to thank Paula. Paula has been very
hel pful to us in trying to get other people
m ndf ul of the inportance of the regul ations
that this group is entertaining and wl|l
entertain hopefully soon. But with Paula's
help, we're really hoping to push that to you
very soon. So these conversations will go on.
So with no further ado, Mark, thanks so nuch.
Appreciate it.

MR. BROMNSTEIN. Well, thank you
So | already noved up ny train by an hour, so
I wll talk quickly. Cognizant of the fact
that we do want to try to end on tine, but if
you'll indulge ne for just a few mnutes. W
al ready had, you know, a great presentation on
the science, so | won't dwell on this because

I won't even be able to do it justice, given
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the excellent presentation we had. But this
Is just a way that we often use to try to
represent to policy nakers what we were
tal ki ng about just a nonent ago.

Met hane is far nore effective at
trapping the Earth's, you know, radiation than
carbon dioxide itself. Now one thing, the
other thing that we do know about nethane is
that it does decay in the atnosphere nuch
qui cker. Right? This is one of the reasons
why historically we have focused as a
conmunity on reducing carbon dioxide
em ssions. This is the gas that the basically
stays in the atnosphere over nmany, nany
generations; sone of it as we now know settles
out into the ocean, but nuch of it stays in
t he at nosphere.

Met hane di sappears nuch qui cker.
But for the tinme that it is present in the
at nosphere, and | should say by the way, that
met hane breaks down to carbon dioxide, al

right? So it's not like it disappears
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entirely it turns into sonething else. But
for the tine that nethane as nethane is in the
atnosphere, it is far nore effective at
trapping the Earth's radiation than carbon

di oxi de, and so therefore, right, we argue
that a conprehensive strategy to deal with the
climate issue requires you to address both CO2
and net hane em ssions. For all of the reasons
we tal ked about.

This is a graphic from a paper
that was rel eased in Decenber of 2013 in the
Journal of Science, and it basically is making
the argunent, that you need to focus both on
the long termclimate forcer, carbon dioxide;
and what we now call the short termclinmte
forcers, nethane, black carbon, others; but
primarily methane. And that you get a
synergistic effect.

We tal ked a nonent ago about you
know, what happens when nore open ocean is
exposed, you know, is exposed. You |ose the

reflective surface of the ice, okay? You get,
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you create nore dark surfaces that absorb nore
solar radiation and reflect nore back up into
t he atnosphere, right? The reason why we focus
so nmuch on nethane is that nmethane can

accel erate. Because it's a short term warner,
It can accelerate those phenonena. And so we
tal k about nethane as a strategy to
controlling the rate of warm ng. Carbon
dioxide is ultimately controlling the total
anount of warm ng that we see over
generations. And that's the reason why we want
to do bot h.

The ot her reason why we focus on
nmet hane i s because, frankly it's relevant to
the whol e conversation of whether or not
swtching to natural gas is a good thing or a
bad thing in terms of a climate strategy. My
col | eague, Ranon Al varez, authored a paper
wth a nunber of his colleagues; this was in
the proceedings in the National Acadeny of
Sciences back in April of 2012, that tried to

take a | ook at, what do nethane em sSi ons nean
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in the context of our efforts to swtch to
natural gas as a strategy to reduce greenhouse
gas pollution overall. And the conclusion that
Ranon cane to is that, because of the effect

t hat met hane has, both in the short term and
the long term relative to carbon dioxide, the
argunent is that |eak rates across the natural
gas supply systemare relevant, to whether or
not switching to natural gas is good or bad
strategy for reducing our overall inpact on
the climate.

Ranon concluded that a |leak rate
of 2.7 percent is about the breakeven point
bet ween coal and natural gas, for exanple. |If
you' re tal king about switching from natura
gas fromdiesel to natural gas, which is
happening in many parts of the country today
sinply on the price differential between
natural gas and diesel fuel, at l[east up until
recently. The leak rate has to be bel ow 0.08
per cent .

Now, there's a great deal of
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debate right now as to what is the actual |eak
rate across the natural gas supply system And
what do | nean when | say the natural gas
supply systen? |I'mreally tal king about from
well to burner tip. So that's everything,
right? That's the well, that's the gathering
and processing, that's transm ssion and
storage, that's local distribution and in the
case of the natural gas vehicles, it's even,
we' ve even taken a shot at trying to figure
out what are the leak rates with the fueling
infrastructure and with the vehicles
t hensel ves. Ckay, and I'll talk nore about
that in a mnute.

But suffice it to say, right, that
EPA's current estimate is, is that the |eak
rate is sonmewhere about 1.2 to 1.3 percent.
That's based on the greenhouse gas
I nventorying that they do. Mich of that is
based on reports that many of you in industry
file. Now, many people think that the rates

are higher than that. The basic concern is
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that we don't, other than these estimates that
EPA have done, we don't really have good dat a,
and so one of the things that we enbarked on
two years ago was a project to try to get
better data. Paula alluded to this, but
basically, we've got sixteen different studies
that are in process. Sone of them have

al ready been published, sonme of them are well
on their way to being published and they | ook
at each point in the value chain. Production,
gat hering and processing, transm ssion and
storage, local distribution and as | said, we
even have a study now | ooki ng at vehicles and
fueling infrastructure.

Each one of these studies is being
|l ed by a major research university, so in this
case, University of Texas, here, Col orado
State University, here, Colorado State
Uni versity, Washington State University. This
one is University of West Virginia. |n each
case, we were partnering with rel evant players

in that part of the business. So for exanple,
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on local distribution, we've been working with
our friends at National Gid, wth Xcel, here
and transm ssion and storage, Kinder Mbrgan
has played a role. And what we're doing is,
IS we're getting access to sites and we're
doi ng basically bottom up neasurenent. And
each study is being done using a protocol that
IS peer reviewed by science, by scientists.
The results, the interpretation of the results
are also peer reviewed. Al of the results
wind up in papers that are published in peer
reviewed scientific journals. So we're trying
to keep this as straight down the m ddle, as
fact based as possible.

At the sanme tinme, we understand
the bottomup studies, going out to actual
facilities and doi ng neasurenent may not give
you the full picture. You're only as smart as
what you know. You could only be as effective
I n understanding the footprint of an industry
based on bottom up neasurenents when you have

a reasonabl e understanding of all the places
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where | eaks could occur. But to gut check our
wor k, we have al so been doi ng overflight work,
where we outfit aircraft with nmethane sensors
and they will fly over a basin and we use

t hese top-down neasurenents to conpare to our
bott om up neasurenents. And sure enough, we
see a difference.

When we do the overflights, we see
| eak rates, you know, in the 2 to 4 percent
range; where the bottom up m ght suggest a
| eak rate closer to what EPA' s estimating. So
what accounts for the difference? How nuch of
that is difference in nethodol ogy? How nuch
of that is overflight's capturing sources that
the bottomup studies don't capture? We're in
the process now of working with NETL in what
we call a synthesis paper; taking a | ook at
all the data that we've collected, both from
the overflights and fromthe bottomup work to
better understand why those differences in
readings occur. And to try to create a

synt hesi zed vi ew of what the overall em ssion
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rate across the regi on woul d be.

We expect that nost of these
papers, if not all of them wll be submtted
for publication by the end of this year and
therefore hopefully, all of themw || be out
in the public domain within the first or
second quarter of next year.

At the sanme tinme, we are also
| ooki ng at what we currently know about
nmet hane em ssions, where they cone from and
the technol ogies that are available to address
it. Qur viewis that yes, we can al ways get
better data, but we already know enough to
know that there are opportunities to reduce
em ssions across the system even if you
accepted EPA's, what I'Il call |ow end
estimate of 1.2 or 1.3 percent. That's
telling us that we still have work to do, if
we want natural gas to be a | ow carbon
alternative to oil or coal.

And so, that begs the question,

well what can we do? So we conm ssioned | CF
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International to do a study in which they

| ooked at a range of reduction opportunities
again across the industry, the technol ogies
that were currently available. W asked them
to make no heroi c assunptions about cost of
technol ogi es or effectiveness of technol ogies.
They worked with over forty different
participants in industry to ground truth their
assessnent of the technol ogies and the cost.
And what you have here is a cost curve. This
Is in dollars per ton of CQ2e reduced. So
that's the netric. The width of the bar is
the magnitude of the opportunity. And |'m
sorry it's alittle hard to read, but for
exanpl e, this wedge here is substituting high
bl eed pneumatic devices for | ow bl eed
pneunati c devi ces.

Here, this has to do with going
fromwet seal conpressors to dry sea
conpressors. And what you notice is, is that
for sone of these opportunities, there's a net

payback. |In other words, the gas that you're
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saving at four dollars an Mcf, nake it
profitable to engage in these reduction
opportunities. These actually inply that
there's sone additional cost to industry. But
we would argue that this is marginal at cost
to industry. The I CF study concl uded that we
could make a 40 percent reduction in nethane
em ssions across the natural gas supply chain,
well to burner tip. 40 percent reduction for
a penny per thousand cubic feet of gas
reduced. A penny. Now that's not to say that
any one conpany's conpliance costs would be a
penny. But if we're sitting here as policy
makers, if we're thinking about here what our
cost effective opportunities to solve the
probl ens that we were just tal king about, this
Is pretty damm cheap

Now | will note that sonme of the
nost expensive stuff you can do in this
panoply of, is reducing | eaks on | ocal
distribution. So if you were doing this in

step ways, step fashion order, you would spend
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much nore of your tine early on the production
side, on the gathering and processing side on
the transm ssion and storage side; the nore
cost effective opportunities are there. But
even still, changing out or tightening up or
nmetering and regul ation stations yields a cost
of $41 per ton of carbon reduced. That's
actually pretty cheap when you're tal king
about carbon abatenent.

So local distribution is not the
first thing you would do, if you're talking
about reducing | eaks across the natural gas
supply chain. But if you're taking a step
back and you're |ooking at all of the things
that we have to do to get to a | ow carbon
econony, it's still a pretty good bet.

For that reason, we have spent a
| ot of tine thinking about how to do a better
j ob of understandi ng em ssions from across the
natural gas supply chain including | oca
distribution. | should say parenthetically

that one of the things that we hope our
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studies do in addition to gaining greater
insight into the total amount of em ssions
across the natural gas supply chain, is the
studies are also helping to pioneer new ways
of nmonitoring nethane em ssions, which are
good, | think, not only for the science, but
we hope ultimately |lead to process

I nprovenents in industry itself.

Better neasurenent techni ques |ead
to better managenent techniques. W often
say, you can't nanage what you don't neasure;
and so i nproving neasurenent is a way to
I nprove managenent. The work that we're doing
now wi th Google is an exanple of that. W
have outfitted three of their street view cars
wi th net hane nonitoring technology. And we
have been driving city streets nonitoring
nmet hane em ssions across utility systens.

"Il quickly wal k you t hrough
This is a screenshot of the nethane maps that
we have produced to date. You can see here,

it's alittle hard to see, this is Boston.
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Staten Island got cut off here. This is
I ndi anapolis, so the first thing that | can
tell you is, Indianapolis is an exanple of the
system that has spent the |ast twenty years
investing in replacing its ol der cast iron
pi pe. They're largely done. As a
consequence, when we drove their system we
got four |eaks. Boston, older infrastructure,
much bi gger challenge. | should note that,
both national grid and regul ators of
Massachusetts are acutely aware of this and
taking steps to address it. But it's a big
chall enge. O der system nore |eaks. The
good news is, is that we know that with
I nvest ment we can address this problem

The second point | nake about
these maps is, is that we not only worked to
map | eaks; that in and of itself is not
particularly innovative. W know that the
I ndustry already does this. The value that we
think we add with this work is, is that we've

wor ked with Col orado State University to
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devel op an algorithmthat hel ps bin the | eaks.

And why is that inportant?

Because our viewis, is that aside from
knowi ng the inventory of |eaks, if we can do

a better job of sizing the |leaks, right, we
can being to think in a nore sophisticated way
about where to deploy limted capital dollars.
If you only have so nuch noney that you can
spend in any given year for |eak repair and
repl acenent, nunber one, by all neans, let's
fix the ones that are immedi ate safety
problens. Uilities already do that. But to
the extent that you can go beyond sinply a

saf ety approach, focus your resources on those
| eaks which are greatest; and thereby work
down your inventory getting the, pardon the
expressi on, the biggest bang for the buck.

We have worked very hard to
express this data, not in terns of safety, but
internms of climate. So for exanple, if you
went to this site and you clicked on what high

means, you would |learn that a high em ssion,
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here's an exanple of one. A red dot. The
em ssions comng fromthis site is the

equi val ent of driving a car nore than 9, 000
mles every day. That's the greenhouse gas
pol | uti on equival ent of what that red dot
neans. The yell ow dots are between 9,000 and
1,000 mles, I"'msorry. The orange ones are
9,000 and 1,000 mles, the yellow ones, is
basically the equivalent of driving a car

bet ween 1,000 and 100 mles a day. So even the
guot e-unquote "small | eaks" represent big

gr eenhouse gas pol |l ution reduction
opportunities.

The map, you can click down and
you can see with specificity where the | eaks
are and again, the sizing. So again, if we
were advising National Gid on where to devote
their first dollar in fixing a | eak, we'd say
let's get after this one over here. And
again, the whole idea behind these maps is
first of all, to raise public awareness. W

often find that when we're working wth public
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servi ce conm ssioners, they're chall enged by
the fact that they get folks comng into rate

cases who say, hey, why are we putting any

noney into the gas systemat all? |'msenior
on a fixed incone, I'ma |arge commercial or
I ndustrial custoner; | don't want to spend one

dollar nore on rates than | have to. Qur view
Is that you can't ask the public to invest in
new i nfrastructure if they're not aware that
there's a problemto be solved; so part of the
reason for these nmaps is to rai se awareness so
t hat peopl e understand the chall enge and al so
the opportunity that's in front of us. But
then also to use this technique to help the
utilities develop strategies that are very
easy to explain to custoners as to why we're
devoti ng noney here as opposed to here or
her e.

And so again, the whol e idea
behind our work is yes, let's better
under stand t he magni tude of the problem

Let's understand the opportunities that are in
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front of us, but let's also create sone
nmet hodol ogi es that can help us do this in the
nost cost effective way possible. Thank you.
MR WESE. Gkay, thank you very
much, Mark. Trying to be m ndful of the need
for a break, but | think what we'll do is wth
your perm ssion, we'll go through at |east, we
have three quick presentations from
st akehol der groups, starting with Pau
Roberti. And wth your permssion, we'll try
to go through those quickly and then take a
break. It seens |ike logical and we'll cone
back and qui ck questions for people before we
nmove on in the agenda. But thank you all.
Soif I can, I'lIl introduce Paul
Roberti to those of you. | don't have a
formal bio for Paul, but |I've known himfor
sone time. Paul's a Comm ssioner fromthe
State of Rhode Island, but as inportantly to
this coomttee, Paul is the head of the
Pi peline Safety Task G oup at the Nati onal

Associ ation of Regulatory Uility
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Conmmi ssioners. So Paul and | run into each
ot her all over the place. | know Paul has
worked with Colette for a very long tine and
sonme of the other Conm ssioners on the
conmttee on these issues, and | wel conme him
Thank him for com ng.

MR. ROBERTI: Good norning.
Thanks, Jeff for that introduction. 1It's
really good to be here today. Again, my namne
I's Paul Roberti; |I'ma Conm ssioner with the
Rhode Island Public Uilities Conm ssion, and
| serve as Chair of the National Association
of Regulatory Utility Conm ssioners, their
subcomm ttee on pipeline safety, and |I'm
speaking in that capacity today.

As you know, nuch of the pipeline
safety work at NARUC that we've acconplished
over the last five or six years is because of
Colette's | eadership and passion for this
issue. And | think we have acconplished a
great deal in the last five years, and

personally want to thank her for all that she
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has done for the organization in bringing this
i ssue front and center in prime tinme before
t he organi zati on.

CHAI R HONORABLE: Pl ease forgive
my interruption, but I would have to share
that wth you, because you've been an
I ncredi bl e, incredi ble spokesman for the
Associ ation and advocate. Please forgive the
interruption, but | had to share that with
you.

MR, ROBERTI: Thank you. Now
before | get started, | should probably
provide a little bit of background on NARUC as
an organi zation. W are a nationa
associ ation representing nore than two hundred
utility regulators in all fifty states. Qur
menbers are responsible for assuring that
consuners pay fair, just and reasonable rates
for safe and reliability service. W are a
nonparti san, consensus-driven organi zation
that brings together our nenbers so that we

can educate and share best practices between
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Wth PHVSA, NARUC, NARUC nenbers
play a key role in insuring natural gas

conpani es deliver their product safety to

safety inspection work force personnel are
enpl oyed by the respective public service
comm ssions. Through our neetings and
comm ttees, NARUC gives staff and
conm ssioners across the country a venue to
share best practices and | essons | earned so
that we can assure that the utilities we
regul ate are putting safety above all el se.
We share wth PHVBA the mantra of
safety first; but there are environnental

benefits to running a safe and efficient

responsibility is making sure that the

regul ated conpanies are follow ng applicable

t hroughout their systens. Having spent tine

wi th inspectors and comm ssioners over the
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consuners. The majority of our state pipeline

system For the safety inspectors, their core

requi renents and constantly checking for |eaks
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| ast several years in ny role as Chair of the
subcomm ttee, | know personally how commtted
we are to safety and insuring that the
utilities we regulate are operating a safe and
reliable system

No one understands nore than our
I nspectors that | eaks in general are
probl ematic; but we al so understand that not
all | eaks are created equal. For instance,
the leak in a densely popul ated urban setting
Is very different and poses a nuch greater
risk than a leak in a cornfield. So when it
comes to nethane em ssion reductions, we
beli eve that safety prograns can and do have
an environnental benefit on the natural gas
systemas a whole. After all, a safe system
Is a clean and efficient one.

Over the |ast several years,
nearly all states have focused on accel erating
t he pace of pipeline replacenment. Thirty-
ei ght states now have sone kind of rate

mechani sm encouraging utilities to proactively
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repl ace and repair outdated infrastructure.
And those that do not al ready have repl aced
their outdated pipes or they have other
approaches to doing so. Either way, these
prograns provide utilities with dedi cated
revenues that are being used to target the
hi ghest risk segnents of the system This
insures that the |leaks wth the potential to
cause the nost danage are fixed at the outset,
whi | e provi di ng enough resources to repl ace
ot her sections as needed. These prograns are
an inportant elenent of our safety prograns,
but the onus is still on the utilities to
operate and nmanage their systens safety, no
matter what kind of regulatory nechanismis in
pl ace.

| am confident that we are naking
progress at replacing the outdated
I nfrastructure, which | have said, translates
into environnental benefits. NARUC is also
i nvol ved in sone Federal efforts ainmed at

reduci ng net hane em ssions fromthe pipeline
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system As we heard fromDr. Gant this
nmor ni ng, President Honorable and | al so have
participated in the Wiite House-sponsored
roundt abl es on net hane em ssions from
pi pelines. W expressed to them what we are
expressing to you today; safety is job nunber
one. NARUC nenbers are econom c and safety
regul ators, but again, the nore outdated pipe
we replace, we will inevitably nmake the system
cl eaner and nore efficient.

An inportant outgrowth of these
di scussi ons was a new arrangenent we signed
with DCE on natural gas infrastructure
noderni zati on. The partnership is still in
its very early stages, but the concept is for
DOE to provide and fund resources, grants,
wor kshops and ot her forns of technical
assi stance to NARUC and its nenbers, so that
new t echnol ogi es and practices for neasuring
system | eaks and making repairs can be put to
wor k. There's not a ot nore that | can offer

on that front, except to say that we are
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| ooking forward to working with DOE on what |

think is going to be a very inportant and
productive initiative.

To concl ude, going forward, | see
NARUC, PHVMSA and our inspectors at the
Nat i onal Associ ation of Pipeline Safety
Representatives continuing our focus on the
safe and reliable operation of the nation's
natural gas infrastructure. NARUC and State
agenci es have been at the forefront of safety
regul ation for decades and all of our nenbers
are pursuing policies ainmed at replacing the
hi ghest risk pipes first. On behalf of NARUC
t hank you for the opportunity to speak to you
today, and | certainly |ook forward to
answering any questions you nay have.

MR, WESE: Thanks so nuch, Paul
Paul is actually a good exanpl e, between Paul
and Colette, | can't think of two
Comm ssioners | would rather work wth.
Honestly. | have worked with both for a |ong

time. | think the work that we have just been
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tal king about is going to rely on us working

t oget her and havi ng good partnerships. And so
strengthening the relations as these two have
done for the past five-plus years, is going to
be critical to our success.

So, wth your indul gence, we've
got two nore. | have asked both presenters if
they woul d be succinct, so that we can get to
you a break and cone back for sone Q and A
But maybe we'll start, in deference start to
Sue. Just ask Sue to talk a little bit about
what gas distribution is doing in this area
and then Chad, |'ve asked to speak a little
bit about what gas transm ssion is doing, just
to kind of queue it up. So Sue?

M5. FLECK: Thank you, Jeff. Sue
Fleck wth the Gas Commttee. The natural gas
di stribution conpani es have been doing a great
deal around em ssions reduction, not on
purpose. |It's about safety and driving
safety. But certainly the voluntary efforts

t hrough the EPA STAR prograns for nore than
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decade have had many conpani es engaged
voluntarily doing things above and beyond

pi peline replacenents, to drive down the
anount of gas that's being emtted into the

at nosphere accidentally. But sone of the
things that we are really focused on going
forward around, you know, coupling safety wth
em ssions reduction is nodernizing of

di stribution systens. W've tal ked about it
on many different forums, but it's really all
about getting that ol der | eaky pipe out of the
ground. Wen | ook at the nmaps that Mark

j ust showed, Boston versus I|ndianapolis, |
have | ndi anapolis envy. | want Boston to | ook
like that. And when | | ook at the maps, |
know t hose are cast iron mains and | know t hat
they're capturing little | eaks at every joint.
| wasn't surprised to see it; |I'mvery

di sappoi nted, but certainly we're all driving
t he nodernization to i nprove safety and you
get that great em ssions reduction benefit

along with that safety inprovenent.
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In addition to that, we are |aser
focused on damage prevention prograns across
the industry. |It's sonething that we've
tal ked about in these conmttees over and over
again. Every damage, | nean, any danmage
releases a |l ot nore gas to the atnosphere than
an unfortunate | eaking cast iron joint. So
you got to drive danmages down to nothing, and
we're doing the best we can around that.

We're working on new and i ncreasing nethods to
reduce the anount of gas |ost during bl ow
downs. As we replace these systens, the old
pi pes have to be bl own down for the new pipes
to get in. So we're using draw down
conpressors and trying to drive sone research
in that area to find other ways to capture
that gas and put it back in the pipe. W're

I nproving on our directed inspection and

mai nt enance prograns at gate stations and reg
stations. W're using conposite wap, we're
| ooki ng at using conposite wap to inprove

pi pel i ne defects rather than bl ow ng down the
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systemto performa permanent repair. So
we're | ooking at ways to do that. Qoviously,
getting rid of the high bleed pneumatic
devices. The bang for the buck there is
pretty trenmendous and | think a | ot of
conpani es on the distribution side have done
that through their voluntary efforts in the
EPA STAR Program over the years. So we've
al ready kind of gotten pretty far ahead on

t hat .

Repairs. W can't replace all the
pipe. | can't replace all that pipe you saw
inny mp in five years or ten years; it's
going to take ne twenty years, so in that
interimperiod, we're going to use sone of
this volunetric neasurenent on |eaks to figure
out which ones to repair in the neantine.
W're going to try to do that really well.
And we're hoping to be able to get to nove
forward with opportunities to |line pipe
I nstead of having to replace it all. Wen we

tal k about those |l arger dianeter cast iron
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mai ns that are 24 inch, 48 inch; these big
gigantic pipes. Replacing themmy not be the
right solution, but if we're going to go with
I i ni ng nmet hodol ogi es then we need to find sone
way to be able to report that differently and
get credit for those efforts where the
exi sting EPA reporting prograns would stil
count that pipe as |egacy pipe, as cast iron
or bare steel or whatever.

So | think there's sone rea
opportunities here to continue to nodernize
w th replacenent prograns where appropriate,
repair, until you can get that replacenent
done. Drive research to help us get new
i ni ng nmet hodol ogi es, better bl ow down contr ol
nmet hods, and better neasurenent of |eakage, so
we know where to point our resources. And
then to continue wth our inspection and
mai nt enance prograns and danmage prevention
progr ans.

So that's kind of really, I'm

tal king fast, |1've got ny New York hat on
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today. But what I'mtrying to indicate here

Is distribution conpanies are doing a |ot,
have been doing a lot, and will continue to do
alot to drive safety; and along with safety,
you get that great environnental benefit, so

t hank you.

MR. WESE: Thank you.

M5. FLECK: Was that short enough?

MR WESE: Yes, that was great.
Excel l ent. Chad?

MR, ZAMARI N:  Thanks, Chad Zamarin
wth Cheniere Energy. [|'ll try to be even
shorter. Because |I think one key nessage at
| east that |'ve seen in the transm ssion
I ndustry is that a targeted approach is
inportant. So | think that the presentations
earlier about data is key. Wat we see when
we | ook at a transm ssion systemis, that
there is a less than 0.01 percent | eakage and
em ssion rate across transm ssion vol unes.

Leaks are down over 94 percent

over the last thirty years, so the work that's
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been done that the PHVMSA team and the industry

has been partnered on, it has been effective
and when you take a step back and | ook at the
transm ssion industry, we see that the vast
maj ority of remaining emssions cone fromthe
conpressor stations. It's fromeither
oper ational bl owdowns that, if you've ever
seen one, wll put to shanme any | eak that
you're going to try to attack. It's really
remar kabl e, actually, the anount of gas that
we have to vent at times to do certain
activities.

So when we think about
regulations, it's a different facet to
consi der that, for exanple, we're going to be
spending a lot of tinme on the testing of
| egacy pipelines. And to pressure test a
pi peline often requires a bl owdown or
evacuation of that pipeline, and that's a
significant emtter, nuch nore inpactful than
anyt hi ng el se that happens al ong a pipeline

system And key to keep that in mnd as we
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thi nk about activities that we're going to be
driving froma regul atory perspective.

So for us, the two main factors,
so of that 0.01 percent of em ssions that
occur nore than 70 percent of that is due to
oper ational bl owdowns and exhaust em ssions
fromconpressors. So if we focused on two key
areas, it's how can we better, nore
efficiently operate transm ssion systens to
reduce evacuati ons of pipelines and how can we
continue to inprove the em ssions, controls
and efficiency of our conpressor fleet. By
far, the nost inpactful.

So wth that, I wll also nention
just one last thing. The interstate
transm ssi on conpani es are going to be putting
out a guideline. There's a standard referred
to as a Directed Inspection and Mi ntenance
Program an EPA recogni zed net hodol ogy for
targeting your investnent and activities to
better reduce em ssions and while nost

operators do that already, one of the efforts

Neal R. Gross and Co., Inc.
(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 97

that are underway inside of INGAA is to put
out a formal guideline that will help
operators to understand the data, target the
activity and better reduce em ssions. That's
it, thanks.

MR WESE. Very good, Chad.
Thanks so nuch. And then you, Sue. One of
the things |I'm hoping, by queueing this
di scussion up and inviting your questions in
just a mnute, Colette and | have conferred,
by the way, and decided that if you have to
take a break, you're going to have to take it
when we're going to go to Qand A, wap this
panel up before we take a formal break. And
she is the boss, so I'mlistening.

But one of the things that 1'd
like to continue the conversation in future
nmeetings, | would |like your advice on how to
focus the conversation. Because listening to
Chad and listening to Sue and ot hers here,
it's the role of technology. What's the role

of technol ogy? And sone of you have heard ne,
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nmy soapboxes were really grossly
underinvesting in that. You know, we really
need to step up our gane in Rand D. The
technol ogy can be part of the solution that
| eads to a far nore efficient outcone?

| agree with you entirely the
opportunities instead of blow ng down fifteen
mles of pipe howto capture that, howto
reduce that inpact is inportant. So let's at
| east one of the topics we'd like to talk
about in the future is the role of technol ogy
and how can we kind of anp that up? Thank
you.

CHAI R HONORABLE: Thank you, Jeff.
And I'd like to thank all of our presenters.
Wonder ful , wonderful presentations. A |ot of
great information. Thank you, Professor.
made | ots of notes. All right, now s your
time. Please put your tent cards up if you
have questions for any of the speakers. And
| see Don can't wait. o right ahead, Don.

MR, STURSMA:  Surprise, surprise,
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ain't it? Don Stursma, Gas Commttee. As an
lowa farmboy, | can attest that the digestive
systens of cows and horses have gaseous
byproducts. But whenever | hear aninma
contributions to nethane, raised as a climate
change issue, there's, the first question I
have, which | need to set up a little bit; is
that for nmuch of the history of land |ife on
Earth, we've had vast herds of herbivores
roam ng the planet.

| know enough about di nosaur
di gestion now, | know the Jurassic was a very
noi sy, snelly place. So is there any, has
anybody attenpted to figure out whether
donesti cated ani mal s produce a net hane | evel
that's any way outside of the norma
background | evel for having herbivores on the
pl anet ?

CHAI R HONORABLE: Sounds |i ke a
pr of essor questi on.

DR WHITE It's a great question.

And it's always a struggle to figure out
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what's natural and then what is anthropogenic
on top of that. The short answer is that
globally, there's a |ot of donesticated

ani ml s; and when we add, we've added | arge
nunmbers. That has, and when we add those
donesticated aninmals, we certainly add little
nmet hane producers.

Probably the question then would
be how many net hane producers have we renoved
fromthe system in the natural sense; and
that's a harder nunber to get a handle on.

But we do know t hat when you add cows and when
you add other rum nants, you will add nethane
to the atnosphere. So the short answer to your
question is we know we're addi ng nore nethane.
We don't, the bal ance between the | oss of the
nat ural net hane producers and the grow h of
the, those that we use for food, that's a
really interesting question. | don't think we
know t he answer to that.

CHAI R HONORABLE: Al right, Rich

and then Jeff.
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MR, WORSI NGER: Thank you. Rich

Worsinger, City of Rocky Mount, representing
APGA. Excel lent, excellent presentations;
t hank you so nuch. | think just as | | ooked
around the audi ence, you had captured
everybody's attention. Cbviously these are
topics we all read about and hear about and it
was great to have, especially for you
Prof essor, a down to earth explanation of it.
Thank you.

Just two comments. The public gas
i ndustry typically repairs all the | eaks that
we encounter, whether they are Class 1, d ass
2, or Class 3 leak. W've just |earned
through the years that it's best for our
custoners. Even if there's that O ass 3 that
we just have to nonitor every six nonths, we
typically repair them So we're ahead of the
curve | think, on that.

Second thing. Just to | guess, a
point of information. Lost and unaccount ed-

for gas, as we call it in the gas industry,
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that does not nean its gas |leaks. A |lot of
that is sinply the accounting difference
between the | arge neter, |arge sophisticated
nmeter at our supply point, our gate station;
and then the various nmeters at our custoner
honmes, which are not as sophisticated. A |ot
are not tenperature conpensat ed.

And one other thing that DOTI can
hel p us with, | believe when we report our
| osses, sonetines they are not a loss; it's
sinply the difference, the accounting
di fference between one year you had what
appears to be a large loss. The difference
bet ween when you're billed fromyour supplier
and then the nonth | ater when you bill your
custoners, and sonetines it appears you mnake
gas. It just balances everything out. But if
|"mcorrect on this, DOI, if we are reporting
it as a negative |oss, has us report that as
a zero. And that could help, if you allowed
us to actually report that as a positive

nunber, it will indicate that it's not as
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| arge a nunber as you think it is.

CHAI R HONORABLE: Thank you.
Jeff, and then Cheryl.

MR WRIGHT: Jeff Wight, FERC.
Dr. Wiite, that was a great presentation. One
thing stood out in listening to Dr. Gant's
presentation, you know, it articulates the
adm ni stration's position and where we're
going. Wat tantalized ne at the very end,
you said, what is a sensible energy policy? Do
you have, | nean, in a very brief tinme, do you
have a couple idea there?

DR WHITE No. No. Policy is
not nmy area of expertise. | can, as a
scientist, | can help provide policy nakers
wth the facts and information they need; and
| hope they use those facts and information.

| think though, that the, one of
the problens we have is that we, and we al ways
seemto like to blane the boogeyman, you know?
Ebola's a nice exanple of that. | don't see,

a hundred people a day die fromthe flu. So
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there are big problens and then there are the
flashy problens. And | think the argunent
today seens to be about flashy things, the
bright, shiny objects. And so | guess ny one
policy contribution would be, let's go back to
the basics and let's actually ook at what's
really out there. And then try to do
sonet hi ng about that. Privately, nmaybe | can
unl eash a whol e bunch of stuff on you, but as
a private citizen, but no.

CHAI R HONORABLE: Professor, your
restraint is quite admrable. W don't see
that too often around here. Cheryl?

M5. CAMPBELL: Cheryl Canpbel
wth the Gas Commttee. Not a question so
much as probably nore of a statenent. First
of all, | just cannot agree nore that the gas
in the pipes is the best place for it. That's
my favorite place for it. And we talk about
that a ot internally.

We've worked a I ot with EDF and

others on the data side; we're very interested
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in getting the nunbers right and understandi ng
that information so that we can all make the
right decisions. So any work that we can
continue to do to get the data and understand
the data correctly, we're very nuch interested
In collaborating and participating wth.

And Jeff, we're very interested in
nore technology to hel p us continue; so |
appreci ate PHVSA and others trying to, you
know, push that R and D and that technol ogy
side. Frankly, |'ve been known to say
regularly, | need technology to help save ne
in a couple of areas, and | think this is one
of themthat we're very interested in. But |
al so want to throw one comment out that's just
a perspective for Xcel Energy. W're a conbo
utility and we have limted resources. | nean,
we tal ked about that before. And when we | ook
at our carbon footprint, less than 1 percent
of our carbon footprint cones fromour gas
systens. And we are a top ten gas utility in

the U S. on the basis of size. So we do spend
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a lot of tinme focused on our other issues
around carbon footprint and have done a lot in
the last five or ten years to reduce that,
continuing to do that going forward. And we
do participate in EPA Gas STAR and all those
vol untary prograns.

| think we've nmade a | ot of
progress, but we do still struggle wth that
dynamc, right? O the vast mgjority of our
carbon footprint on our issues are not related
to our gas systens at all. And | woul d suspect
that nost other conbo utilities have simlar,
have a sim | ar bal ance.

CHAI R HONORABLE: Thank you.
Carl ?

MR, VEIMER. Carl Wener, Pipeline
Safety Trust. | think one of the gorillas in
the roomthat | get addressed with all the
time and |'mgoing to try to put Dr. White on
the spot a little bit. |Is we've heard a | ot
of things. The presentations were great. |'m

glad to hear that all the utilities are doing
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what they can to keep the gas in the pipe;

that's inportant.

EDF' s doi ng sone great work. But
I know even EDF has cone under criticismfrom
others within the climte discussions about if
all we're tal king about is keeping the gas in
the pipe, we're kind of ignoring a | arger
probl em which Dr. Gant addressed about
insuring the full prom se of our fuels. Wll,
the full promse at this point seens to be, |
was intrigued wwth your map to begin wth,
where you showed India and China kind of in
the dark. Well, the full prom se right now
seens to include export of these fuels to
light up China and India. And | wondered if
you had an opi ni on about the w sdom of that.

DR WHTE Ckay. Can't get ne to
step in sonething here, huh? Yes, as a fellow
human being on the planet, | find it very
difficult to say to India and China, you
cannot industrialize. And industrialization

t oday, given the technol ogy we have, is
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| argely driven by fossil fuels. So just from
a, | guess a fairness point of view, | would
argue that it's very difficult for ne to
under stand how we could do that. How we coul d
limt that. On the other hand there's
certainly capability of developing alternative
technol ogi es, being a |l eader in that; and then
exporting those technol ogies. W should be an
exporter of w nd technol ogy and sol ar
technol ogy, etc. Oher countries are doing
that and nmaking a | ot of noney doing it. And
we're not. So | think we're | eaving sone
nmoney on the table there in terns of industry.
But the basic answer to your
question is that for, | can't see a good
strong reason for saying no we shoul d not
export that, other than, as you fol ks know,
these are limted resources and there's, sone
strategic reasons for keeping what we have.
O at |east keeping a |lot of what we have, in
order to keep our energy future brighter and

safer and easi er to handl e. Because we all
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know t he di sruptions can handle, so. There's
a couple of sides of that, but. Does that
answer your question?

MR, VEI MER: Partially.

MR. WESE: To be continued. Now,
we're going to have a | ot nore discussions on
this and be happy to have Dr. Wiite back. |
found that fascinating as well and |
appreciate your contributions. | know we have
one nore comment. |'mstepping in tenporarily
as the Chair to acknow edge our friend Rick
Kuprew cz for his question.

MR KUPREW CZ: Friend, okay. A
coupl e observations, excellent discussions and
presentations this norning | fully support
those. A couple references | think to kind of
put everything in perspective froma public,

and the public has a hard tinme understanding

t hat .

First of all, it's not illegal to
| eak natural gas. End of subject. It's not
even illegal to | eak hazardous | eaks in
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natural gas, okay? And so that's kind of the
mnd frame that you have to kind of put
everybody on all sides of the fence on.
Because to be fair to industry, sone are way
ahead of this curve; others are trying to get
up toit. So it can be a real challenge if
you're trying to have that debate. A |ot of
this was uncovered in terns of the hazardous
| eaks, the many years of discussion and the
devel opnent of DI MP regqul ati on.

And finally, the definition of a
hazardous | eak in that regulation was a, it
didn't just happen. There was a |ot of
interaction that was going on there, a |ot of
push back, give; and even today, there are
operators despite the great advances nade in
the DIMP efforts, who still don't map their
hazardous | eaks. And | think they're rare, |
hope they're rare; many of others in the room
here are probably way ahead of that curve. So
that's a big place that you have to nove,

whet her you be the public, PUC, a rate payer,

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 111

or a conpany.

The other thing, and |'ve said
this many tines, is in all this technol ogy
di scussion and all this, hoping for a magic
bullet? One, safety isn't free nor is it a
bl ank check to go ask for two or three billion
dollars and you can't defend it. So as a
public person, | have to just kind of watch
everybody. | live in Mcrosoft Country and
they always live on software's great. Ckay.
Wll, why is it not bug free? And they're
maki ng great, they're making billions of
dollars, so I'mnot taking that away from
them So be careful in trying to set up the
public that you have this magic bullet. G ven
the chal | enges of you'd need to understand
where your problemis and whatever.

| really like the discussions I
hear again, | like to think of a success story
i nvol ving many people over the years in the
DI MP of the collaboration and the

constructiveness. | cannot enphasize the
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I nportance of trying to solve a problem
wor ki ng together; knowi ng that no one sol ution
will get you there. You' ve got to watch for
what | call junk science; and | didn't see any
of that today. And I'm not nmaking those kinds
of things. But it's an easy, dangerous trap
If you're looking for the magic bull et
especi al | y.

And | | ove the anal ogy of the
gravity exanple. |'ve seen that used in cases
wher e people were under oath, and experts, and
having to have thempoint it out, well you
just commtted sonething called perjury. O
you' ve just, you' ve got to explain why you
repeal ed the law of gravity. And those people
were under oath. So it's an easy trap to fall
into. So | think there's sone rea
wi | lingness on all sides here to nove this
ball forward, but understand the ball gane's
just kind of getting started here and you may
be trying to work out the rules. That m ght

take a whil e.
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So | think the public needs to

understand whil e these are generati onal
I ssues, there's no real quick fix here and if
soneone cones across sayi ng we have one,
they're going to probably get chall enged.
Anyway, | appreciate the extra chance to have
a presentation today, | thought it was very
i nformative. And thanks again.

CHAI R HONORABLE: Very good. |
don't see any other tent cards. Ckay.

MR BROMSTEIN. | know I've
pr obably overstayed ny wel cone, but | just
want to offer two thoughts. Since we're on
the topic and since Jeff teed up the idea of
so what can we take away fromthe
conversation? | fully agree that a focus on
technology is inportant. As we have tal ked
about, it's not just technology to fix |eaks
or new technol ogi es that prevent them but
it's also the nonitoring technol ogies.

| think it's incredibly inportant.

But | go back to the conversation we were
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havi ng yesterday about managenent systens
being a technology. Al right? And one of
the things that we're finding universally
across our studies is that you can basically
put this into two buckets. Do you have the
right technology in place to mnimze
em ssions? And then do you have the right
managenent systens in place to make sure that
operation and mai ntenance i s being done?
There is a, the evidence has
I ncreasi ngly show ng, that what [|']
characterize as poor operation and mai nt enance
practices leads to emssions. You'll hear in
t he popul ar press about fat-tail em ssions or
a few sources are responsible for a majority
of emssions. That's largely because we're
finding out in the field that val ves get stuck
open and they stay open for two or three days
unti|l soneone finds them Maybe soneone
doesn't even find them And it's that sort of
stuff. So if we could nmake sure that as we

tal k about technol ogy, we also go back to the
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conversation we were having yesterday about
managenent systens and operation and

mai ntenance. | think we will nake a big
contribution. So that's nunmber one.

Nunber two is, | can't enphasize
enough how inportant it is to get a reqgulatory
approach. The rule that's currently stuck in
i mbo, we need to nove that forward; in
particular we need to focus on gathering
lines. | hear anecdotally repeated from
producers, the gathering |ines are inadequate
to the task. This is not only a question of
how much gas we're flaring as opposed to
putting to constructive use. But it's also
the fact that gathering lines are either
undersi zed for the volunes of gas that are
currently being sent through the system and
that is causing pressure relief valves to be
wor ki ng overti ne.

O we're risking catastrophic
failure of gathering |ines because they're

bei ng over pressurized and they weren't neant
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for what they're being currently asked to do.
The fact that we don't even have a good

i nventory of gathering lines in this country
is like incredible to ne. Even nore so now
because so nuch of this gas production is
taki ng place in populated areas. And | only
invite sone of you to cone join ne for a tour
of the Marcellus and you see all these
gathering lines running past people's farns
and small communities. | nean, gas production
Is no longer a out in the hinterlands kind of
deal. And the gathering lines are in close
proximty to where people live and the fact
that we don't have a handle on this is just a
huge chal | enge.

So | would just, for the record,
woul d urge that whatever needs to happen in
order to get forward progress on your
regulations as it relates to gas
infrastructure that we need to really get a
nmove on with that.

CHAI R HONORABLE: 1'1l give Jeff
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the |l ast word.

MR. WESE: Hear, hear. That's
all I have to say is hear, hear. So.

CHAI R HONORABLE: Bri an?

VI CE ADM RAL SALERNG  Thanks.
Actually, | have a question; it's probably an
i1l-informed question. But in all of the
di scussions, what |'mhearing is there's a
great societal need, you know, to solve the
probl em of em ssions. But also it's a
relatively small percentage of the vol unes
that are transmtted.

So | guess ny questionis, is
there, is are the percentages so snmall, and |
heard 1 percent, that it doesn't really
represent a significant economc |loss to the
operator to be a conpelling reason to invest
in the Rand D and the technol ogy to capture
it. So what's the driver here? Is it a
societal need to prevent the em ssions because
of the issues that were discussed on climte

change? O is there an economc reason to

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 118
invest in fixing this problen? And | haven't

really heard anything that really addressed
t he econom ¢ conponent.
MR BROMSTEIN. So a little, so
l et me just give you, so the |ICF study, which
| commend to you, suggested that 40 percent of
the reduction opportunity that they
identified, had a net payback for industry
maki ng the investnent. Okay? 60 percent by
extension, 60 percent was a net cost. Ckay?
Now, of that 40 percent that had a
net payback, then you have to ask yourself the
guestion, what's the opportunity cost?
Because we often get asked this question, and
sonetines industry even offers this as a
reason why we don't need regul ati on. Look,
hey, we produced a product, our job is to get
the product to market. W have every
incentive in the world to deliver it. That's
true up to a point. But the fact that you can
earn an 11 or 10 percent return fixing a | eak,

has to be taken into consideration; if you
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coul d take that sane dollar of capital and put
it intodrilling a new well that gives you a
30 or 40 percent return.

So yes, both activities are
profitable, but the opportunity cost causes
you to put the capital into drilling the new
wel | as opposed to investing and nai ntai ni ng
your existing infrastructure. So even where
you see that the opportunity is quote-unquote
“profitable" there's a reason why conpanies
woul dn't invest the noney. And that's the
fundanental reason why we think at the end of
t he day, you need a regul atory approach;
whet her 1t's through safety standards such as
PHVSA coul d do or EPA is currently considering
regul ati ons under the Clean Air Act.

CHAIR HONORABLE: |'mgoing to
call on Sue. | think she has, | thought you
guys would want to pipe up, here.

M5. FLECK: Yes. | think, and
this is Sue Fleck, representing the Gas

Commttee. | think this safety driver is
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innate in the conpanies, in nost of the
conpani es, distribution conpanies across the
busi ness. W want to keep the gas in the pipe
because we want to sell it; but we want to
keep the gas in the pipe because of the risk
to the public, the risk to our enpl oyees, and
safety regulations help us do things in a nore
programmtic way. But we would be doing the
right thing largely in absence of regul ations.
The environnental benefit is a different
thing. |It's kind of a layer on top and it's
a great thing that's noving forward. But
safety drives us and it's in our DNA It's,
we want to fix those |eaks, we don't want our
product in the atnosphere and we are, nost
conpani es, nost enpl oyees and nost conpani es
are |l aser focused on doing that, so.

CHAIR HONORABLE: I'IIl call on
Chad. Thank you. | would also say, we should
rem nd ourselves that we're tal king about
di fferent buckets. The production bucket,

transm ssion, distribution. So you've heard,
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I think, a distribution point of view Chad?

MR ZAMARI N: Thanks. Chad
Zamarin, Cheniere Energy. And yes, | just
want to reinforce that | fundanentally
di sagree with the concept that we would trade
activities based on just economc drivers. W
are absolutely, | think we've said it as an
I ndustry, commtted to zero froma safety
perspective.

W're al so, as a conpany and |
thi nk generally as an industry, commtted to
environnmental stewardship. And that's not in
the context of whether it's a good profit
center. That is the fundanmental ticket to do
busi ness in our industry and | think we
general ly believe that being a good operator,
a safe operator froman environnental and a
safety perspective is just the cost of
adm ssion to get to conpete for the projects
that earn us a return. So | fundanentally
think that if we focus on regqul ati ons and

activities around this table, | would dispute
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that that would be a bad framework to apply to
how we need to regulate. W should regul ate
based on what nakes sense as an industry from
a safety and environnental perspective; not
because we believe that decisions aren't going
to be made from an econom c perspective.

| think we've cone a long way from
those days. Certainly, | think that we've
proven that in the safety arena and | think
this conversation that we're starting, we
shoul d start collaboratively in good faith
froman environnental perspective as well. So
I just would say that that's how we nmake those
decisions and | think also to Colette's point
al so, nost of us around this table are not
I nvol ved in upstream production; we're not
kind of conpeting internally against different
pl aces to put our noney. But again, | still
think that I can tell you |I've never sat in a
room and t hought about whether or not | could
make nore noney, you know, not spendi ng, you

know, not trying to save a life or mnimze a
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rel ease versus going and putting that
I nvest nent sonewhere el se. Thank you.

CHAI R HONORABLE: Al right. |
know you all w Il be back after our break, but
bef ore we do--

DR. GANT: Chai rman Honor abl e,
Chair Honorable, can | have a beg for you for
the last, last, last word very briefly?

CHAI R HONORABLE: Oh, i ndeed.

DR GANT: I'msorry.

CHAI R HONORABLE: Dr. Gant, of
cour se.

DR, GANT: Just to extend out sone
of this last discussion and Jeff's question
about what's next. And the point raised about
managenent systens. W're very interested, in
addition to our technol ogy work, in the
conversation around how do we take the data
that we're gathering and apply it in a way
that allows us to inprove our decision nmaking
about operational practices?

And this gets down to very unsexy
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things |1 ke work force scheduling, how you
schedul e crews, how you get to nore
noder ni zati on, get beyond the |leaks. So we're
very interested in this. And this is a big
data question, right? W're gathering a | ot
of dat a.

So to the point, how do we bring
It to bear to actually get nore out of the
current investnment dollars we're spendi ng?
Because we're spending a lot already. And so
this isn't a, this, the inplication is not
that nothing is being done; it's how can, to
Mark's point and Cheryl's, there's conpetition
in the board roomfor capital. W all know
that. So let's start wth how we get nore out
of what we're already spending, given that
t hat has been accel erat ed.

So | just put that call there,
we're very interested in this, and this is a
key part of the conversation that we're having
w th NARUC and PHMSA; is again, how do we get

nore out of what we're already doing. Thank
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you.
CHAI R HONORABLE: Thank you, and

that really is a great note on which to end,

because | think it brings us back to a point

that maybe Rick or soneone nade about

coll aboration. And so | think sonething we

share around this table is doing what we do

better. So thank you for helping us wap it

up.
Wth that, we will take a break

until 11:15; but before we do that, | want to

ask you to help nme thank this great panel. It

was a great discussion.

(Appl ause.)

Well done. | think we could have
gone on another hour. But in the interest of
time, we'll take a break now and return at
11:15.

(Wher eupon, the above-entitled
matter went off the record at 11:05 a.m and
resuned at 11:18 a.m)

MR WESE: 1|'mgoing to reconvene
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the neeting. Colette had to step out for a
call that she couldn't avoid, so she said she
woul d be back as soon as she can; and she's
deputized ne to act in her stead. | know it
Is scary for people, but fortunately ny
deputies are next, ny trusty deputies. W're
going to be tal king about the subject
Performance Metrics. You heard, correct?

MS. DAUGHERTY:  Yes.

MR WESE: ay. You heard a |ot
of discussion about data and fact-based. W
have been working wth the industry, sone of
t he advocacy community and others to try to
establish a suite of performance netrics that
we could agree to and we have asked Al an and
Linda to cone in and give us an update on that
project. So with no further ado, I'll turn it
over to Linda. Thank you.

M5. DAUGHERTY: So we had a great
opening this norning. W've tal ked about very
controversial issues. This wll be a step

down in controversy, | hope. But you heard
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several people tal k about the inportance of
the safety of pipelines and how that |eads to,
I f you can keep a pipeline, keep the gas or
the liquid in the pipeline that leads to
overall safety and good environnent al

st ewar dshi p.

Well, what we're going to talk
about is a task that Jeff assigned to Al an and
| last year. He said to us, he would |ike us
to identify six to twelve netrics that refl ect
the performance of the national pipeline
infrastructure. And the part in the parens
and the reqgul ator was added by the teans | ater
on that said, hey, overall perfornmance needs
to look at how well the regulator is doing
their job as well.

So, by the way, we're going to
nmove really quick. W have way too nmany
slides for the tinme allotted; and this is
going to be a tag team between Alan and I, so
we'll just keep rolling. So when we started

| ooki ng at the various issues, we identified
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that we needed to | ook at the infrastructure
performance, regul atory oversight and we
needed to consider what data we have and what
data we needed in the future. There were two
teans that were devel oped: One has been nuch
nore active, Alan's gas team The liquid team
has intermttently been active. Recently we
had sonme proposals fromindividuals that |
think we're going to be |ooking at.

|"mgoing to flip through this.
You' ve seen this before; basically the
conposition of the teans. W had reqgul at ors,
we had industry representatives, trade
associ ation representatives. W also had sone
pi peline safety advocates, which we very nuch
appreciated their input. An interesting fact
Is that performance neasures are the topic of
the day; everyone is interested in neasuring
how well an entity does. Conpani es have
performance neasures for their conpanies.
PHVSA has neasures for how well PHVSBA is

doing. As a regulator, when we | ook at how
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well the infrastructure is doing, we | ook at
both national trends and we | ook at operator
trends. W use data in a variety of ways.
These neasures prinmarily | ook at the national
| evel approach. The liquid teamstarted with
i dentifying what the big questions are. What
do, if we want to get six to twelve netrics to
describe to all stakehol ders how the hazardous
liquid pipeline infrastructure is doing, we
want to know what the big questions are. Wat
do people want to know, and then try to figure
out what netrics would provide answers to that
guestion. And then, do we have the data that
supports those netrics? And if we don't, what
are the gaps? Wat do we need to fuel |ong
range? You want to tal k about the gas here?
MR, MAYBERRY: Yes. In |ight of
the gas team which | led, we started wth the
data we currently collect and then we
identified, what are our objectives? And then
what's the data avail able? And screens that

you woul d use for the data and you'll see that
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in some of the exanples we'll have. And then
what are the normalizers? That's a topic
we'll talk about, too; because that's one we
had a | ot of debate about. And that's really
how we cane up wth how we proceeded. 1In the
end, we kind of end up in the sane pl ace,

t hough.

M5. DAUGHERTY: Yes. That's the
ironic part; it just kind of mgrated towards
each ot her.

MR, MAYBERRY: Right. And I just,
I mght add to that, we were |ucky enough; |
know we net, we had a pretty good productive
day when we | ast saw Carl Wi nmer one day over
at the AGA office. Christina, ny co-chair, we
were just able to get a lot of work done. So
we did identify a nunber of neasures that we
wanted to get your input on. And by the way,
we have a |ot of slides here; we're not going
to go through every one, but it's there for
you to | ook at outside of this neeting. But

we just, to establish the record.
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MS. DAUGHERTY: And the slides are

not final nor are they conpletely agreed-to by
the teans; but they are arranged in a way
where you can see simlarities between the
l'iquid and t he gas.

MR, MAYBERRY: And also, we're
going to nention too, that we tal ked about the
nmenbership of the teans. Al so within PHVSA
| know Linda led the liquid teamand then |
was the gas. W also had representatives from
PHVSA on the teamas well, and | think here
today we've got Kate Rosenberg from our
office, the Chief Safety Oficer, who is

represented on the gas team And the liquid

team too.

As far as, and we went over this,
this is areviewof last tine. |It's different
types of data we collect. W'IIl just in the

interest of tine, nove on. As far as the
obj ectives, nowthis is where Linda and |
threw what we, what | wll call a conference

commttee; we kind of nerged the objectives
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that both teans had, which were very simlar
First off, protect the people and the
environment. | think on the gas team we

call ed that protect human safety but it's the
sane, sanme picture there. On the gas side, we
had nmaintain pipeline safety. W're going to
show exanpl es under each one of these

obj ectives of what the neasures woul d be.

Prot ect hi gh consequence areas through
integrity managenent. And then nonitor, smart
noder ni zation of infrastructure. And then

| ast but not |east, effective regulatory
oversight. That one continues to be a

chall enge. Linda and | have sone, we have
sone exanpl es here today but that's one that
we're really pushing to get, to show sone good
measures on.

M5. DAUGHERTY: W al so have,
before we go to this slide, we also have a | ot
of questions for the advisory commttee; and
I don't think we're going to have sufficient

time to really vet these out, so we would, as
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we present themor as we nention them or as

ot her things cone to your mnd, please do
wite themdowmn. Alan and | and the teans
would like to really nmull over your advice and
t houghts on this. Sone of these are kind of

t hought - provoking. So the first part we

tal ked about of that set of objectives was
protecting peopl e.

MR. MAYBERRY: Yes. Protecting
peopl e, or human safety. What we' ve got here
Is an exanple, just fromthe very top of one
of the netrics we cane up with, involving
i ncidents. And these are what we classify at
PHVSBA as serious incidents or incidents
involving a fatality or inpatient
hospitalization

And this just shows you the trend
from 2005 to the last full year. W have
normalized it, incidents per a thousand m |l e;
and then al so have a breakdown there. W
anticipate that this netric, if it ends up

being a final netric and we're kind of, this
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Is kind of one we cane up with; would be a
static nmetric that resides on our website.
Initially, all these netrics would be ones
that are just static on the website. Qur idea
down the road is that wthin these netrics,
you could click, do a ot of clicking to get
down |l evels to get deeper into the data. Here,
obvi ously you have the overall netric of
nunbers or rate of incidents, and then the
causal factors there over tine.

M5. DAUGHERTY: By the way, sone
of these do not have the causal factors, just
in the interest of tine. It's sonething that
can be readily suppli ed.

MR, MAYBERRY: R ght. And anot her
thing, by the way. W debated, there's just
so much data out there. Even though we
di scounted sayi ng, okay, we're not going to
consider that for this dozen or so netrics,
didn't nean that we weren't going to use it,
It just wouldn't be a top tier netric.

What we're tal king about here are
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really top tier nmetrics. Another one on gas
transm ssion and protecting human safety or
peopl e, were significant incidents. This is
a |l arger grouping of incidents that happened
out there. These were basically reportable
I ncidents. Again, normalized per thousand
mles and the time of constraint was 2005

t hr ough 2013.

Again, looking at, this is one
that was a later netric we devel oped, | know,
working with Carl and his people, is what |
refer to as the bathtub curve. It |ooks at
the vintage pipe and the incidents that occur,
the rate that occurs in the particul ar vintage
pi pe. As you can see, there is a higher
occurrence of pre-40's, in pre-40's pipe and
then later, nodern pipe as well. And that
reflects in what we're saying, as far as
i ncidents that happen out there; either early
inthe life cycle or very late in the life
cycle.

Anot her one, protecting HCA s; now
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this is another objective through integrity
managenent here again on gas transm ssion. W
have rates on the left hand chart, significant
I nstance outside of HCAis represented by the
red and then inside HCA is represented by the
bl ue. And then the causal factors, working
down as well. Another one. Sane objective.
Looks at nunber of repairs nade. Now you
can't read that, | apol ogize for the--

M5. DAUGHERTY: Fine print.

MR, MAYBERRY: Fine print. But we
have i medi ate repair conditions, which are
the, or one year conditions which are the bl ue
which we started collecting in 2010. And
I mredi ate repair conditions, represented by
the red. Again, this deal with integrity
managenent and repairs that are nmade. This is
not |eaks, or it could be |leaks, but it's
repairs that are made within the HCA or
outside of an HCA. O wthin an HCA sorry.

M5. DAUGHERTY: One issue, when

you | ook at repairs made, you have to keep in
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mnd is that integrity managenent is cyclical.
LI runs, various things are done on a
periodic basis. So when you see the up and
downs on the repairs, that may be because
certain runs were not conducted in a period of
a few years.

A conpany, for exanple, may run a
LI tool once every five years. Well, they're
going to have a peak in when they do the
repairs. So you're going to see, it's not a
consi stent steady flow year after year.
Al t hough on a national level, you would think
it would eventually kind of nerge down to a
nice little cycle; you're still going to have
sone carry-over fromthe initial cycle
requi renents when operators nust to their
initial runs and then do it every five to
seven years.

MR. MAYBERRY: And anot her thing
you don't see with these charts right now are
narratives explaining; you just hear us kind

of giving an initial perspective, if that.
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The assignnent right now, the gas teamis to
assign narratives to these charts and okay,
what is this telling us? Wat does this nean?
Ckay, and this is again wth high
consequence areas. The breakdown of ILI
detectible and ILI or non-ILI detectible |eaks
that are repaired in those areas. |ILI
detectible would generally be sonething Iike
a corrosion |leak. [ILlI non-detectible would be
say, third party damage. Just exanples of
those. Again, going back to 2005. W kept

consistent wwth that tinme franme of goi ng back

to 05.

Prot ecti ng people, another
objective. This relates to, | nean, simlar
to what we started with. Incidents on gas

distribution. Again, simlar to transm ssion.
W have this per mllion mles. | nean, with
gas distribution, your normalizer is per
mllion mles. W had a |ot of debate over
how to do that, but ended up with mllion

mles just because the nunbers becone nore
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reasonabl e that you're dealing with on the Y-
axi s there.

M5. DAUGHERTY: One of the things,
["l'l junmp in and nention, you will have seen
a lot of charts that talk about significant
incidents. That is a standard termthat we
use on our website relating incident results.
We did not use that here. W separated
significant incidents have fatalities and
injuries, plus an environnental conpact on the
liquid side, which mght be a spill volune
rel ease. And there's also a cost issue. The
cost of the inpact of the incident. And so,
in these particular slides, both teans have a
proposal which we're all review ng about
consi dering separating that. Looking at the
I npact to people, the inpact to the
envi ronment and we haven't yet | ooked at the
cost side. I'mlooking at Alan, |'mnot sure
i f the gas team has done that.

MR, MAYBERRY: W did.

M5. DAUGHERTY: But that is a

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 140

change and we do, the liquid team has a
proposal fromthe liquid industry to not
I ncl ude cost.

MR. MAYBERRY: By the way, just as
a general netaphor, on the gas side, as you
m ght expect and as you' ve probably seen
bef ore, excavation damage is the |eading cause
Iin those pie charts we have there. Simlarly,
on gas transm ssion, actually excavation
damage was the | eading cause here, too now.

W are dealing with very small nunbers,
especially on the gas transm ssion side, as
far as nunbers of incidents. So you're
dealing wth ones, tens, very snmall nunbers
over the network.

M5. DAUGHERTY: (Ckay, so here's
sonething that's really interesting. Wen you
| ook at the liquid incidents involving a
fatality or inpatient hospitalization and you
normalize it per thousand mles on the |iquid
side, what | did is | took the thousand m | es,

which the gas teamdid. And we're trying to
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cone up wth netrics that people can | ook
across the industry and say, okay, it's
normal i zed by a thousand mles here, it's
normal i zed by a thousand mles on gas side.
The rates look a little awkward. And one of
the questions that we'll pose her to you in a
m nute i s about normalization; whether a
thousand mles or a mllion mles, what is
best for the reader to understand what's
actually going on relative to the
I nfrastructure?

So here you've got rates. Again
2005 to 2013, for the hazardous liquid |ines.
National level. GCkay? So, | nentioned this,
you' ve also got to | ook at context and think
how t he reader w |l understand what's actually
goi ng on. So, a nonent ago | showed you the
rates. For the liquid side, |ook at these
nunbers. These nunbers are fairly low Is it
easier for the reader to understand the inpact
of the hazardous |iquid pipeline

Infrastructure to people by listing the nunber
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of people that were either a fatality or an
I npatient hospitalization?

So to be specific, in 2007, there
were fourteen people that were either fatally
injured or ended up in the hospital because of
a hazardous liquid incident. Versus the rate
we had a few pages back. So to put it in
context, this whole issue of trying to explain
what does this actually nean. The lighter
gray color is the actual nunber of people that
died due to lightning strikes over those tine
periods. | got that froma NOAA website. So
when you | ook at the overall inpact to people,
you can see the relative anount of fatalities.

Now, | can tell you, if you were
one of the fatalities that occurred, if your
famly nmenber was involved in one of those
pi peline incidents, that other |ightning
strike doesn't matter. |I'mnot saying this to
take away fromthe inpact; we have to get to
zero. But it does put it into context. So the

guestion to the group is, do we want to
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consi der using context neasures when we put
t hi ngs up on our website?
|"mgoing to nove right into
protecting the environment. Now when we
traditionally think about the inpact of
pi pelines on the environnent, we automatically
go to hazardous liquid pipelines. They can
contamnate with spills fromliquid pipelines
can contam nate the soil. They can
contam nate water with sone pretty tragic
I nci dences. And very serious context to our
sensitive areas. However, we heard this
nor ni ng about potential inpact to the
environnment fromgas lines, and | think Al an
w il talk about that in a mnute. So nmany of
you are going to look at this and you're going
to say, well that's a funky nunber up there.
Hazardous liquid accidents over
238.1 barrels. How the heck did you cone up
wth that? That is actually the ten thousand
gal l ons which is referenced by ot her agencies;

we just picked that out of the air. It could
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be fifty barrels. It could be 200 barrels.

It could be 500 barrels. W don't know what
the right nunber is. So obviously, input
woul d be good. Qur current reporting criteria,
we have a 5 gallon, we have a 50 barrel, we
have different definitions. But for reporting
on a national infrastructure |evel, what woul d
be appropriate? Look at that beautiful trend.
| had to tell you, | should have cut that down

to keep with the 2005 t hrough 2013, but |

couldn't help nyself; | thought that was such
a nice downward trend. | kept it.
The other issue that we'll be

tal ki ng about is what do you exclude fromthe
reports? |If you were | ooking at inpacts to
soil and liquid, you mght want to excl ude
C2, HVL's. HVL's traditionally don't have a
whol e | ot of inpact on the soil or waterways.
You can have an anhydrous ammoni a spill that
kills a lot of fish, but traditionally,
generally, the major inpact is fromthe non-

HVL. So the question is what do you include
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and what do you excl ude?

| already nentioned here, another
maj or issue on the liquid side; the other
proposal we have is should we separate
rel eases within an operator's control versus
rel eases into the long distance right of way?
For exanple, if a conpany spills a thousand

barrels of gasoline on the right of way, it

m ght get into ariver. |t mght be close to
the public. It could have a very cl ose inpact
to the general public, okay? |If they spill a

t housand barrels into contai nnent at a punp
station, does it have the sane inpact? And is
It inmportant to distinguish between those two?
Anot her question for the advisory commttee to
t hi nk about and provi de feedback to us on.
This is the normalized significant accidents.
That is the people and the environnent piece
put together. You see that the trend is just
kind of wobbly. This is a rate, this is not
the actual nunbers. This is per thousand

m | es.
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There is a proposal, | already
mentioned this earlier, there's a proposal to
renmove the significant definition and just
tal k about fatalities and injuries and then
al so a rel ease vol une.

So just to recap and tal k about
this. The cost factor. |If we produce netrics
on our website that say this is how the
hazardous |iquid and the hazardous, excuse ne,
natural gas pipeline infrastructure is
perform ng, should we include cost? Should
that factor in or should we just | ook at the
I npact to people and the environnent? Al so, |
nmenti oned a nonent ago, |iquid releases shoul d
be excluded. CO2 or HVL's? And then the
onsite/offsite. And Carl, as a note, | had
kept in nmy mnd a conment you made, and |
think it came up earlier. |Is this whole idea
Is, let's say you do have a thousand barrels
that spills into contai nnent on a pipeline
operator's property. You're going to have

funmes, you're going to have vapors and that
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can mgrate off site.

| f you have containnment in the
vicinity of the public. |In other words, in
the mddle of a city or close by. Sone of
those funes are going to mgrate. You can
have m gration of inpact. How do we capture
that? How do we think about it? Wat is the

overall inpact? Sonmething to null over. You
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want to add?

what we, as far as the gas teamreally worked

with the data we had and we didn't really

road we're | ooking at, you know, additional
data that we need to collect and consi der.
And per haps cost could be one of them

M5. DAUGHERTY: The one bullet |
would i ke to point out here, we had a
guesti on about how could we develop a netric

to assess operator's response tinme. That was

an issue that's cone up on several najor
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pi peline incidents, San Bruno, Marshall,

M chigan. How | ong does it take an operator
to respond to an incident and how can we

m nimze that? That has an inpact on the

I npact to people. Well, we know that m ght be
a good idea to report on. How do you capture
that data? Wat should we be neasuring? Wat
are the ticks that we start counting?

Sonet hing to think about.

MR. MAYBERRY: By the way, just a
two second tine out. | know we're feedi ng you
with a fire hose and as | recall from sone of
our neetings when we flip through netrics and
go a little bit too quick, it's like alot to
take in. So we realize we're feeding you with
a fire hose, but you know, outside of this
neeting if you have input, we'd welcone that.

MR WESE: | wonder if we m ght
just not send their presentation out to the
menbers and give them sone tine to think about
it in a calnmer nonent, too.

VR. MAYBERRY: Yes. Because t here
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was at | east one or two neetings where, hey,
there's feedback and we're noving a bit too
fast, because we're working on it.

MR WESE: Wo said you we
renmovi ng too fast?

MR, MAYBERRY: You said nove fast,
t hough. That's the charge. Gkay, and this
one really relates to nethane em ssions if you
wll. Related to |leaks elimnated. This is
a nunber that's reported to PHVSA; here again
normalized for a thousand mles. These are at
| east repaired in the distribution system
agai n goi ng back to 2000, well goes back to
2005 but in this case we started collecting
for the hazardous | eaks in 2010. And then
these are causal factors for the pie charts
that cover the cost for those. Again,
corrosion is a big one related to | eaks
el i m nat ed.

Mai ntai n pipeline safety
excavation danage. A key issue, this is the

| eadi ng cause of injury and harmto people in
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all of pipelines, so here's a neasure for that
that we felt was inportant to have there. Per
t housand tickets shown on the, of course, this
Is one where we have two normalizers per

t housand tickets on the right Y-axis. And
then the left is just the nunber of incidents
I nvol vi ng excavati on damage.

M5. DAUGHERTY: On those, we'll
just flip real quickly through a bunch of
slides here that | ooks at HCA's. You know,
this is, how do we provi de additional
protections for high consequence areas? So
reassessnent intervals, how often are they
assessed? \What about repairs? And then a
noment ago | nentioned that, assessnents go in
cycles. You see that in the nunbers. It's a
natural and it shows up.

The other thing is, any tine you
produce data, it's subject to
m sinterpretation. People won't know what it
nmeans. And so we have to do a very good job

of providing the narrative of what this does
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say and what it doesn't say. Does it nean
that, you know, a bunch of conpani es were
slacking off in 2011? | don't think so.

MR, MAYBERRY: This just rel ates
to the inventory of what's out there in the
trends obviously nodern infrastructure is
rising or you know, the gradual decline in
ol der infrastructure. Again, noving on. The
anount of bare protected, unprotected steel.
For transm ssion. Here's for distribution,
casts and wought iron. W already have this
i nformati on on our website, by the way. Mny
of you are famliar wth.

M5. DAUGHERTY: And that applies
to the conversation we had this norning.

MR, MAYBERRY: Right.

M5. DAUGHERTY: We've got to the
two. Here's the two interesting ones. How do
you neasure, how effective a regulator is?
You coul d probably say whet her you think that
PHVSA is doing a good job or is not. How do

you neasure our effectiveness? Wll, we
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struggled that with ourselves. So we have up
there conpliance actions. Well, what does
that really tell you? You |ook at those
nunbers, they go up and down. Does that tel
you if an operator, excuse ne, if that trend
IS goi ng down, neaning fewer enforcenent
Itens; does that nean operators are nore
conpliant or does that nean that PHMSA is not
doi ng as aggressive or thorough inspection?

What does it nmean? You don't
know. Jeff, says don't go there, don't go
there. So what, think about what you would
think is a neani ngful nmeasure of regulatory
performance. Congress asks us every year, or
they used to ask us every year, how many civil
penalties did you assess? Wat does that
mean?

Cvil penalties, if you have a
maj or pi peline accident and you have harmto
people. You can have one incident that can
really skew your overall results and it can be

a large civil penalty. What does that nean
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relative to everything el se?

The other itemis how many tines
do we send people out? Okay, what this tells
you is that we send out people to do a |ot of
I nspections; it doesn't tell you how big the
I nspections were. Right now we have
I nspections that may run fromfive days to a
team of five people that spend ei ght weeks
with an operator; depending on the size of the
system and what we're | ooking at. So they
vary. So what information is useful to you to
eval uate whet her PHMSA is doing its job or
not? Things to think about.

MR. MAYBERRY: Qur goal is to get
this done by year's end, as far as finalizing
these netrics. Right now, we're assigning
narratives to the netrics, at |east the ones
you' ve seen on the gas side. The gas team
does have a neeting right before the Pipeline
Safety Trust Conference on Novenber 19th.
Hopefully, we'll address final |oose ends, but

you never know and hopefully by that point, |
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expect by that point, we'll have enforcenent
nmetrics to have a good robust discussion on.
And then the liquid teamis still | ooking at
the acceptability of what you've cone up with
so far. And again, by year's end is our goal.

M5. DAUGHERTY: That's it.

MR, MAYBERRY: So anyway, our goal
Is to give you an update. W had spoken about
this last tine and that's about it.

MR WESE: Geat, thank you, M.
Daugherty and M. Mayberry. | still want to
know who said you were going too slow, so.
Since | gave themthe end of the year to
finish this up and we keep checking back in,
I know they're working really hard on it; |I'm
just teasing themfor a nonent in public. And
I nyself have a |lot of views on sone of those
nmeasur es.

"Il just say one and then I'I|l go
to anyone who wants to ask, make a comment or
ask a question. I've long westled with this

noti on of enforcenent netrics as a neasure,
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performance neasure; and the reason for that
is, | believe the right goal for enforcenent
IS zero. And that neans it's very, until you
talk it through, people get shocked by that.
But if the systemis perform ng, people are
protected, they are safe, they are not being
injured, we're not |osing product into the
environnment. The operator's fundanentally,
probably in conpliance. Qur goal is to

prot ect people and the environnent. So we had
a four hour argunment wth the Governnent
Accountability Ofice on this and | lost; and
they put out a report saying that we ought to
be tracking our civil penalties. Well hey, |
I ssue a couple nore civil penalties and to
themit's a success. But to ne, and | think
Brian shares our pain; |I'mnot sure that
that's really societally that that's a very
effective neasure. So |I'll get off ny soapbox
and invite the nenbers of the commttee if you
have a comment or question for these two.

"Il start wth Chad.
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MR ZAMARI N Chad Zanari n,

Cheniere; | thought it was a really good
presentation and | just, to your comment,

Jeff, | think we all, | like the idea that the
proof is in the output. And so the statistics
you were showi ng on actual incidents, you
know, that's sonething that we're all
accountable for and that's how I think we
measur e oursel ves.

It's hard to think of inspection
as a leading indicator that we're inspecting
safety into the system | think generally
that's not kind of the case, so | like the
I dea that those nore operational netrics be
both for your sake and ours. So when people
measure us as an industry and as a regul ator
that that's really what matters. Wat's the
end result? How nmany tickets did you issue,
but how many people did we send hone safe
every day. Thanks.

MR WESE: You'd be surprised

t hough, on the operational neasures how peopl e
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wi ||l gauge their regulator's failure by an
i ndustry failure. You know, you failed. How
did you fail? You know? As | point out to
them we don't operate pipeline systens.
W're here as a deterrent, but we don't
operate the pipeline systens. The
responsibility is, | know you guys believe
that and own it as the operators. The
regulators to try to shift behavior. So |
t hi nk Sue was next?

M5. FLECK: Sue Fleck on the Gas
Commttee. Just two comments, basically:
Appreci ate the update and it |l ooks like we're
moving in the right direction, but it does
| ook I'i ke you have predom nantly | aggi ng
I ndi cators and not so many | eading indicators.
So that's sonething that you want to work on
because naybe that's why we see a gap
sonetines in the performance. But the
i ndi cators aren't show ng why. So | think you
need a better m Xx.

And ny second comment is really a
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suggestion. Look at safety managenent
systens. We're |ooking at safety nanagenent
systens and we're | ooking at the different
risk control categories and we're trying to
find nmetrics that tell us how we're doing in
each category; and it's hel ping us kind of
quit neasuring the stuff we can neasure and
measure the stuff we ought to be neasuring.

So you're trying to use existing data and |
appl aud you for that, because you're
collecting it, you want to use it; but | ook at
the safety nmanagenent system stuff and it

m ght trigger sone ideas of other netrics that
woul d have sone real value around eval uating

t he performance of a conpany and why they get
the results they do. And | think there could
be sonme value there. W're finding it.

M5. DAUGHERTY: | conpletely agree
with that. As a matter of fact, | know the
liquid teamdid try to | ook at | eading
I ndicators. You know, ideally we'd be at

predictive; but we're not there yet. But sone
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of the things that were brought up were the
near-m ss reporting, you know? How do we get
there? W're going to have to coll ect data.
What kind of data do we collect on that? Wo
hol ds that? Wo holds that information? Does
PHVBA need to collect it or is there another
mechani smto have sonmeone el se collect it? How
do we get to those where we can have uniform

I nformation?

M5. FLECK: That may be a way to
engage the NAPSR fol ks and have the states
they're collecting sone of that kind of
I nformati on and have them bubble it up to the
State pipeline safety regulators. | don't
know, |'mjust spitballing here, but there nay
be an opportunity there to engage them

MR MAYBERRY: On the gas team we
did I ook at leading indicators and actually we
still have to have nore discussion on sone of
the indicators, |ike assessnents, integrity
managenent assessnents by 1O and ot her

nmet hods |i ke that. We've had a pretty robust
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conversation about that. W do have the
repairs nmade which you could say is |ike the
| eading indicator, the way of integrity
managenent .

MR WESE: As | shift over to
Chuck, "Il just add in, renenber the goal of
this particular project was to identify six or
twel ve neasures that will be across everyone.
Kate and then Chief Safety Oficer's office at
PHVBA are al so | ooking at a | ot nore neasures,
working with us, that we're going to put on
t he PHVBA website. But we expect these
nmeasures to be transparent to an operator
| evel . You should be able to see how the
operator is doing on that, once we agree on
that netric. The rest of them | think we all
realize are a little | oosey-goosey, you know?
It's really hard to hold people accountable to
sone of those neasures, but they're worth
| ooking at, at an industry level. So with
that, maybe |I'Il turn to Chuck.

MR, LESN AK: Chuck Lesni ak,
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liquids commttee. Just a couple of responses
to sonme of the questions you posed. And I'l
take a | ook at the presentation and maybe
provi de sone nore feedback. But on the

whet her or not costs ought to be included, |
think yes. | think it's an inportant
managenent tool and it's al so, those costs get
passed on to the rate payers. And so, | think
that's inportant. |It's not that you're
prioritizing costs over public safety or
environnental protection, but | think it's an
I nportant managenent tool.

Whet her or not spills wthin an
operator's property should be included, |
think yes. There are air inpacts. Just
because you're in contai nnent doesn't nean
that there's not a release. One the | argest
envi ronnmental contam nation incidents |I've
ever deal with, all the spills were within the
operator's property. There were pipelines
comng into a tank farm there had been

decades of releases. They had ten feet of
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product on top of groundwater. So, and a | ot
of those were spills wthin containnent.
Their contai nnment was really crummy.

Response tine? Yes. It's one of
the biggest indicators, in very |large
rel eases, response tine is so often related to
that. And so it nmeasures how effective a
pi peline conpany is operating their system
And the inspections are tough. | like the
concept of inspection days, inspection nman
hours, that kind of thing. But | |ike what
you're doing. | think you're going in the
right direction. And I think there al so ought
to be a narrative to go with each of these
that you put up; because, to provide context.
Sonme of these nunbers change dramatically
based on regulatory or policy initiatives, and
| think it provides that context. |[It's
I nportant for the reader.

MR WESE:. Ckay, thank you,
Chuck. Mark?

MR. BROMNSTEIN. So |let ne second
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the idea that spills within an operator's
property should definitely be included. The
fact that contai nment catches the product and
therefore you don't have a bigger problemis
really of no consequence in the sane way that
you say the air bag deployed and | wasn't
hurt. R ght? But you still had a crash. And
so | think you need to |look at this. |If part
of the goal here is to create not only public
accountability, but also give conpanies
information that they can use to drive process
I nprovenent. | think you have to go right to
the source and hold them accountable for that.
The other point that | woul d nake
is, | apologize, | walked in a little |ate and
| saw that slide up there that conpared, you
know, |eaks to, or spills to |Iightning
strikes. I'mnot quite sure what the point of
that exercise is, but I don't think it's a
very useful one. You know, conparing, you
know, conparing sonething to an act of God,

okay? | don't think is a very useful netric.
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You know? We have to all live with acts of
God; there's nothing we can do about that.

But we can definitely do sonethi ng about the
rate of discharges to the environnent or
spills. And | think the point is that we are
trying to drive this down to zero. And to that
wi dow, to that child who's now notherl ess or
fatherless, it really is of no consequence
that the risk of lightning strikes are that
much greater.

MR WESE: And I think Linda
acknow edged that. That slide was about
fatalities fromdifferent sources and | think
we sort of agree with you. W westled with
that forever. The point of it is, she was
asking is it useful in a context setting to
say it's not the greatest risk on the face of
the earth, and that's how nuch effort do you
put intoit. But | think we do recognize and
we have not ever used those publically for the
sane reason that you just said.

MR. BROMNSTEIN: Yes, | don't
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think it's, I don't think it's PHVSA' s pl ace.

MR WESE: R ght, yes.

MR, BROWNSTEIN:  Mich |l ess a snart
thing to do politically.

MR WESE: Rght. | wll say to
both Chuck and to you on the issue of
containnment. | want to nmake sure that we
weren't unclear. W do intend to report that;
but what we were asking was in the top six or
twel ve nmeasures, should we do ones into
containnment if in fact the job was to protect
the public and the environnment. |'mwth you
that sone of them go bad, but other tank farns
have a liner underneath in it, inperneable
liner. There's a lot of noney involved in
cleaning that up, and it is a failure that
shoul d be neasured and nonitored. The
question was, should it be one of those top
six or twelve netrics that are reported
transparently. But they should definitely be
tracked. So I think with that, wait a second,

I think Carl was junped, yes, | think R ck was
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up there. And Chuck wll put his down.

Thanks.

MR KUPREW CZ: Just a couple
observations. You have to be real careful
about the response tine. | think it's
I nportant that you have sone sort of paraneter
t here, because people are going to ask that
anyway. The problemis in the qualification.
And then | want to be sure to inject here,
it's easy to overreact to response tines. |If
you have a conflict, this is for the liquid
pi pel i ne operators, between energency response
plan and an oil spill response plan. Wich
one gets priority, folks? Do | have to answer
that? Okay.

You may be in a situation where
you are not going to be allowed to enter an
oil spill response teans. They're that
dangerous. And so a lot of the public doesn't
understand that, but if you've got a choice
bet ween saving lives or spilling oil, you

don't want to be in either one. But you
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better be focusing on saving lives, first,
because you get into all kinds of
conplications there. And there wll be places
where you just cannot send, the nature of
where it is or what it is; and so that's going
to be sonething you're going to have to
westle with as you try, if you nove that
nmetric up to response tine, which sounds |ike
you do need to do that. But it's going to be
a real Pandora's box here. Thank you.

MR, WESE: Thank you, Rick
Maybe we'll go to our friend here, Ron.

MR MCCLAIN. Ron McCain, |iquids

commttee. | thought it was very interesting
presentation. | have to say that a couple of
those terns and trends are puzzling. |'msure

you' re puzzled by the data, too; but you know,
| hear a lot of focus on trying to get these
metrics right, and I think that's inportant.
But it's also a case where the perfect is the
eneny of the good. And we should be able to

pick a few netrics that are neani ngful and

Neal R. Gross and Co., Inc.
(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 168

normal i zed for either throughput or ml eage.
And | would |l ean toward having six rather than
twel ve, Jeff. But just pick sone things that
are very neaningful. Let's not set in stone
that you can't conme back and | earn and
inmprove. So | think the neetings you have
scheduled with gas and liquid is a very
positive way to go about that. Lean toward
fewer, but also it's not set in stone. So we
just pick them and nove on and see does that
tell the story or not.

MR. WESE: Thank you, Ron. And
note your use of the phrase neani ngful, for
t hose of you who don't recall, we have
recomrendati ons fromthe Nationa
Transportation Safety Board to devel op and
depl oy and use in shaping individual
operator's performance, a suite of neani ngful
metrics.

MR. MCCLAIN:. And they are
required as part of the Safety Managenent

System as wel | .
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MR, WESE: Agreed.

MR, MCCLAIN.  You have to build
those in to neasure yourself. So this thing
kind of fits together perfectly in the end.

MR WESE It does. Carl?

MR, VEIMER Carl Weiner, Pipeline
Safety Trust. | just wanted to say first off
to Linda and, that | didn't script ny fellow
public nmenbers today. |'mthe only public
menber on both the gas and the |iquid data
teans and it was quite heartening to hear sone
of the public nenbers harangui ng on sone of
the sane things | have been saying. So there
you go. | was the one that was kind of pushing
for sonme kind of a netric on regulatory
performance, because | think that's only fair.
And | don't think we've really cone to any
agreenent on what that netric would be sone of
the things about field days and inspection
days m ght be val uabl e.

The one reason | just wanted to

make the conmttee clear on why we thought
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that was inportant is, PHMSA's put up sone

data on netrics on like the State Regul atory
Authorities. And if you look at that, it's
pretty kind of unfoundi ng because you'll see
sone states that will find hundreds of
probabl e viol ations and then there wll be

ki nd of a correspondi ng nunber of conpliance
actions. You'll see other states that w |
find hundreds or even thousands of probable
violations and then it |lists no conpliance
actions. So it seens |ike probable violations
to conpliance actions is sone sort of a netric
that tells you sonething. |'mnot sure what
at this point, though.

MR WESE: Ckay, | think I'm
going to; I'magoing to exercise ny privilege
as Chair of closing this out and adj ourni ng
you for lunch by saying that we've had that
conversation, Carl, wth the states for the
past couple of years. The states operate in
a different manner than we do. | should be

clear, just so we're all on the sane
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wavel ength, we are not econom c regul ators.

W are safety regulators. So we're going to
lean in to that. The econom c regul ator has
the opportunity of inducing a change in
behavior in other ways. And so the states are
right now working on that. | think you
invited sone to your annual neeting. By the
way, Carl's annual neeting is in New Ol eans,
the 18th and 19t h?

MR VEIMER  20th and 21st.

MR WESE: | was close. 20th and
21st. It's always a good tine. | would
encour age you, if you haven't thought about
going down to his neeting, to do so. W'I| be
webcasting the neeting for Carl so that if you
can't go, you can see a lot of the stuff
that's happening. But | think the states are
going to cone forward in your neeting and talk
about sone of what they're doing that's not a
civil penalty, but is still really an
enforcenent and a change in behavior. So, at

any rate, I'mgoing to exercise a little
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di scretion here since the Chair is not here.
She m ght get even with ne later, but |'m

going to beg Dave Lehman's indul gence. Dave's

back here sonewhere. And say we'll take up
oil spill response plans when we get back here
at, I'malso going to cut it alittle short,

1: 00 o' clock. How does that sound? Very
good. Thank you so nuch. See you at 1:00
o' cl ock.

(Wher eupon, the above-entitled
matter went off the record at 12:03 p.m and
resuned at 1:05 p.m)

MR WESE: Gkay, wel cone back
everyone. W'I||l get going so that we can get
you out in your appointed flights and trains.
So |l think, | really don't have nuch to add
other than we're going to try to be alittle
nore punctual than I was when Colette had to
step out for a teleconference. Things went to
hel |l and of course Jeff of course m smanaged
the nmeeting, things went long. So |I'ml ooking

forward to having her back here. 1'Ill turn it
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back to Chairman Honor abl e.

CHAI R HONORABLE: Thank you, Jeff.
You really know how to make a Conm ssi oner
feel wanted. | hope you all had a great |unch.
Thank you for those of you who returned
pronptly. [|I'msure the stragglers are en
route. We'Il begin nowwth what is |listed on
your agenda as Agenda Item 3, Ol Spill
Response Pl ans by David Lehnan.

MR WESE: Wth your perm ssion,
l"mgoing to set Dave up and then I et himdo
the presentation. That way, Carl can beat on
me or instead of Dave. Q1 spill response
pl ans, Dave will kind of get into a |ot of
what we have done to sort of nodernize this
program

But ny two seconds are to segue
way into this for Dave is to say that this is
a programthat we have adm nistered for over
twenty years. We have worked pretty
studiously over tine to make it a process. And

| think the process, to be honest with you,
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went stale. Qur world has changed in that
twenty years and this didn't keep up.

After Deep Water Horizon, the
adm ni strati on asked every agency to go back,
anyone who touched oil, go back and | ook at
how you're doing this. One of our
reaut hori zation hearings fromright around
that time, nmust have been 2010; one of the
Congressnen in one of our jurisdictional
comm ttees nade Adm ni strator Quarterman
prom se himthat she would go back and | ook
t hrough the whole program W did that. W
engaged sone peopl e, outside expertise, we
began talking with the other agencies to find
out what they were doing to benchmark what we
wer e doi ng and where we needed to fix it.

And it's ny pleasure to introduce
Dave Lehman. Dave sort of had a lot of this
dunped in his lap and | think he has just done
a stellar job of really pulling it out of the
spiral. So wth that, I'lIl turn it over to

Dave.
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MR, LEHMAN: Thank you, Jeff.

Agai n, Dave Lehman, |I'mthe Director of the
Emer gency Support and Security Division. |
have been in this position permanently for
about nine nonths now. And when | canme to be
the Director, Jeff basically says, what we're
trying to do is revisit, revitalize and
reengage with the oil spill response plan. So
I"musing Jeff's words here; and the flow of
this will go towards to what we're doing in
each of these areas. 1'll touch upon each of
t hose areas, sone of the acconplishnents that
we' ve had, and sone of the challenges we still
have to face.

In revisiting it, Jeff had
mentioned a | ot of that was done when the work
had al ready begun, when | showed up, to really
review and re-engineer the Ofice of Pipeline
Safety's oil spill program In revitalizing
it, we did dedicate resources. W also had a
backl og, so we brought sone additi onal

resources to bear on a tenporary basis, to get
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rid of the backlog. And then we're also re-
engagi ng. As Jeff had nentioned, we had noved
towards working with our other Federal
partners; also the regulated industry and the
response community. And we're also getting
out there and participating in nore oil spil
response drills and exerci ses.

In revisiting it, we cane in and
we found that there was over, PHVSA had over
ei ght hundred plans in its inventory; and when
they really went through the plans, we found
that nearly four hundred of them were uni que
plans in the sense that they weren't
duplicates, they weren't plans that had been
superseded by others. And so we found that
there was four hundred plans that needed to be
reviewed. And when | showed up, there were
twenty-four of those plans that had been
reviewed conpletely fromthe end to end. W
stream ined the program and nade it repeatable
procedures, and that's through standard

operating procedures that we created. They're
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in near-final formright now W are stil
working on a few of the little kinks with
them but.

The previous program had nearly a
hundred questions they would go through to try
to answer whether or not the oil spil
response plan was appropriate in the sense
that it net the OPA 90 Ol Spill Act of 1990.
And al so the regulations found in 49 CFR Part
194. And what we found is, they were asking
several. Questions and | ooking for areas that
were really outside the scope or outside the
bounds of the regulations. So we really
streanl i ned those and focused on what the
regul atory requirenents were.

And then we also, in the process
of it, determ ned, |ooked at performance
nmeasures. Not as the perfornmance neasures
that we were discussing earlier this norning,
but in the sense of what's the appropriate
nunber of people, how nuch tinme should it take

to review the plan, what are the key itens
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that nust be in the plans. What are areas
that, if you will, are gray areas in the
regul ati ons. The regul ations, for instance,
say that you need to have training, everyone
has to be trained in the plan. Does that nean
that the plan needs to have a section on
training? The regulations are gray there.
Fortunately, all the plans do have sections on
traini ng.

So those are areas that we
recogni ze and started to | ook at perfornmance
measures. And we found how nmuch tinme it took
to review an average plan. And part of it, we
al so, as Jeff had nentioned, went to
benchmar ked, what ot her agencies are doing.

We use a simlar process as what the Coast
Guard has inplenented and that is having a two
tier review process. So the first reviewis
done by one individual and the secondary
review is done by a separate individual, so
you' re not checking your own work, in essence.

And all the reviews are now bei ng conducted by
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Federal enployees, so that's kind of a key
point. In the past, we have had contractors
do this; but in the revanped program it is
Federal enployees that are performng the
revi ews.
The primary reviews really were
| ooking for the, do they neet the regulatory
conpliance aspects of it? Do they have al
the required elenents? So when you go through
Part 194, do they have what it states in 1947
The second reviewis first for quality
assurance. D d the primary revi ewer get
things right? And if you found deficiencies,
did they really, how egregi ous were the
deficiencies? And also did they sufficiently
review certain key elenents. And |I'lIl discuss
about the key elenents a little bit later on.
Then we also trained a cadre of
headquarters' staff. And we trained them both
on what the OPA 90 requirenents were, how we
fit wthin the regulatory framework in the

Nat i onal Contingency Plan, what the Nati onal
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Response Teans responsibilities are; regional
response teans. So we trained folks on that.
Then al so, then we trained themon 49 CFR
What do the regul ations require? And then, of
course, on our standard operating procedures
and the processes and procedures we use to
review the plans. So we trained 26 staff
within PHVSA and we al so brought in sone help
fromthe Federal enployees up at Vol pe on a
tenporary basis. Trained themto perform
reviews and in the reviews, we had the nore
experienced individuals performng the
secondary reviews and then the, if you will,
the newer, newer to the review process,
reviewed, did the primary review. So that
gave us a good checks and bal ances in the
quality control

We al so established policy for,
we' ve had nunerous requests, FO A requests,
for facility response plans; and under 49 USC
60838, it says that we need to protect sone of

the information in these plans. So follow ng
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along with that, we protect, to exclude from
public disclosure proprietary security
sensitive information, specific resources and
then the worst case discharge, both in vol une
and | ocation. W needed to strike a bal ance
bet ween what is the public's right to know and
al so to protect any responders as well as the
organi zation, to nmake sure that they can have
a successful response to an oil spill. So we
were trying to bal ance that.

W wi |l soon be posting that
policy on our website. There's a site wthin
the PHVBA website that has lists of al
policies that are publicly disclosed,

di scl osable. To showit's real, there is a
copy of it. If anyone wants it, they can | ook
at it; it is available to take a | ook at. And
al so, one of the other things that cane bout
in the last year is we can now enforce 49 CFR
Part 194, because previously the OPA 90 had
been left out of our enforcenent abilities.

As nentioned, we streanlined the
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review process. This is kind of a condensed
down, so this rolls up into the standard
operating procedures. Really, | won't go into
great detail; this is available in the
proceedings for this. But | kind of wanted to
note a few things. Wen we check for
conpl eteness, it's not the sane as the primry
and secondary review, did we get the files,
did the electronic files cone in with all the
parts that they said they were supposed to
have and the like. The other thing is
assigning priority. W have a first in/first
out policy on that one. However, we do
recogni ze that there are certain tinmes when
if it's a brand new, unique plan for a new
pi peline that's becom ng operational, we woul d
like to get that reviewed in a very tinely
manner. So those go to the front of the |line.
We also, in nentioning wwth the
performance appraisal, just performance
nmeasures, | wanted to say that it is our goal

to have a plan reviewed and sone type of
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recomrendation out of it within two nonths of
receipt. And so that's fromthe tinme it's
| ogged in, we do a primary review, secondary
review, and you see under the review, really
t he secondary revi ewer provides a
recomrendation to nme, whether or not the plan
shoul d be approved or whether or not
corrections, deficiencies were found that
require corrections. Al so, during the review
process, those plans that we found have
deficiencies and the secondary revi ewer who
made those recomendations, will review any
i ncom ng plans with corrections to nake sure
that the corrections were nmade in accordance
with the recommendati ons that we have nade.
So, noving on the revitalized part
of the program \Wat we've done is really
created nore of a sustainable program W
have dedi cated staffing, both, we have
contractors to help us with sonme of the
prelimnary redactions. It is still the FOA

O ficer, a Federal enployee that applies
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redactions and ny staff also reviews to nake
sure that they follow the policy docunented |
mentioned earlier. W' ve also better
integrated the oil spill programw th ot her
aspects of our program One of the bigger
pi eces, and | understand you had a di scussi on
about this in the information coll ection.

We have integrated with our
Nat i onal Pi peline Mapping System and one of
the itenms in the information collectionis to
sit there and | ook and see if we can get the
FRP's associated with the pipelines, and that
really helps with, in many instances,
specifically with identifying the correct
spill plan, should a spill occur, in order to
provide it to the Federal on-scene coordi nator
that m ght be going to that.

We've integrated into the
I nspection enforcenent, as | nentioned, we now
have the authority to enforce this. And we've
identified key itens that the inspectors

shoul d | ook at when they have them The first
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one is, do you have a plan? And then al so one
of the itens in the planis to look at, it has
a qualified individual. Wuo's the qualified
individual ? |s that person current? Are they
avai |l abl e when contacted? And then throughout
this whol e process, working with the Vol pe
staff, the other agencies and al so internal
staff and the enforcenent staff, we've
col l ected and shared and applied the | essons

| earned so we continually inprove the program
If we have a question in our standard
operating procedures, does this nake sense?

I's this understandable what we are | ooki ng
for? W are continuously inproving that.

And then as noted, we have the
policy so that we can increase the program
transparency and we have produced the plans
online, once they have been approved. And
here's an exanple of the National Pipeline
Mappi ng System \Wat we've done is, we |inked
response plan to the pipeline units; so if an

FOSC, Federal On Scene Coordi nat or needs a
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pl an, we can use the NPMS to rapidly identify

which plan, if it's not readily apparent to us
when that occurs. We also use this as a way to
sit there and find plans that m ght be
m ssing. So were there operators out there
that had not provided a plan to PHVBA and this
process identified four or five conpanies that
had not provided a nore recent plan. So this
allowed us to bring theminto conpliance. Also
it helps the inspectors determne which FRP is
associated with the lines that they were
I nspecting. So that was a very good
undertaking and it's one that we plan to
conti nue.

In the area of re-engagenent, we
have re-engaged with our Federal partners. W
have been engaged in many ways w th nmany of
t he organi zati ons, Coast CGuard, EPA and BSEE
but through the | COPAR Program and al so the
Nat i onal Response Team but the pipeline
safety has really reengaged in the sense of

the National Response Team and also with the
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Nat i onal Scheduling and Coordi nati ng

Commttee, and that's the one that | ooks at
exercises in spills. But we've been expandi ng
really the role of that coordinating commttee
because really you have all the players in oil
spill in that one commttee, so that is our
opportunity to vet ideas as well as concerns
that we have had in oil spills. And we've
al so, with the National Response Team our
regi ons have engaged nore with the Regi onal
Response Teans. Right now, the Regi onal
Response Teans, nmany of them are updating the
area contingency plans. They've asked for oil
spill response plans so that they can | ook at
t he worst case, discharges, |ocations, and
where the pipelines are. So we've provided
access to the National Pipeline Mapping
System the FPR, so that they can better
create area contingency plans.

And we have i nproved
communi cations, we believe, with the regul at ed

I ndustries. First of all, we have an open
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di al ogue now, when we find deficiencies and
such. We wll work through with the regul ated
I ndustry to nake sure that their plan neets
the regul atory requirenents and has the key
elements init. And we have been nore engaged
and docunenting our participation in drills
and exercises; and both fromny staff's
participation on it as well as our inspectors
in the field offices.

Hopefully, all of you are aware
of , in our reengagenents, part of the
reengagenent is to better communications. W
have issued two advisory bulletins that are
directly related to the FRP's. The first one,
as Jeff had nentioned, is right after the Deep
Wat er Horizon and nost recently this January,
we had the advisory bulletin for inprovenent.
And the five key elenents, which | think
thought | had a slide in here, if not, | wll
go back; were nentioned in that advisory
bulletin. Wth the National Coordinating

Scheduling Conmttee, we've been working to
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updat e the National Preparedness Response
Exerci se Program gui deli nes or PREP

Gui delines. Most plans submtters say that
they follow the PREP Guidelines, and so we are
a nenber and we represent DOT on that
Commttee. And as | nentioned, it's the key
pl ayers with oil spill response plans.

The Coast Cuard has taken the | ead
on publishing the guidelines and we expect
that there wll be, there has been one Federal
regi stered notice already, saying that the
requesting comments and now a draft wll be
soon submtted, probably wthin the next sixty
days. So | highly recommend you keep an eye
out for those. The nore substantial changes
really were in the area of the Coast Guard and
BSEE; al t hough sonme m nor changes were nade
for DOT including for our other nodal partners
I n Federal Mdttorcarrier and Federal Railroad
made sonme mnor edits to their sections as
wel | .

Drills and exercises: W
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participated during fiscal year 2014 in nore
than twenty oil spill exercises. The

exerci ses include those that were operator-
led. W participated in an area exercise up
in Mchigan; several of the pictures of the
two top pictures are actually froman area
exercise from M chi gan, and the operator

I nvol ved was Enbridge. And we participated in
that. Linda Daugherty was al so there.

We've been invited to participate
I n other Federal agencies governnent-

I nitiated, unannounced exercises, or G UE's.
The photograph with the individuals init,

that was actually froma G UE exercise that we
participated in, in the Santa Monica area. It
al so included our State partners in

Cal i forni a.

We' ve al so been participating in
pl anning for the 2015 Spills O Nati onal
Significance, or SONS. And what's really
uni que about this SONS exercise is that it's

one of the first times that | can renenber,
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|'"ve been associated with the National
Response Team since the | ast nineties.
They' ve al ways either been arctic or gulf or
of f shore; this one's inland. And several
scenari os were presented, sone from pipeline
and also fromrails. And |I'mnot, the
comm ttee that the decides which of the SONS,
decided it will be an inland SONS. | do not
know t he specific scenario at this tine that
t hey have chosen; but |ook forward to that as
wel | .

So sone of the results, we have
SOP's now. Standard Operating Procedures for
review ng; and we've elimnated the backl og.
O the four hundred plans that we catal oged,
97 percent of them have been reviewed. And
cl ose to 90 percent have been approved at this
time. The others are in the state of working
out deficiencies that we identified.
Approxi mately half of the plans that we
revi ewed had deficiencies that we identified

in them and we have asked the operators to
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correct them And here are the key el enents
that | had nentioned earlier. These are also
in the Advisory Bulletin. First of all, did
they have a qualified individual and
alternate; the one that can say, yes bring the
resources. | always call it the bellybutton
for the operator. D d they have appropriate
wor st case discharge cal culations? And that's
the areas, do they have the pipeline worst
case historical discharge as well as breakout
tanks? W expected to see all three of those
in their plans, and that was one of the key
areas that we | ooked at. And then once they
determ ne the worst case discharge, did they
have their appropriate resources to respond
wthin the tine frame required under the
regul ations? So the 6-1/2 hours or 12 hours,
based on the location. So we |ooked at that.
And we would, if we did not feel confortable
that they had the resources, we woul d not
approve their plan.

We al so, borrow ng upon the Coast
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Guard with response resources, we really
| ooked at the U S. Coast Cuard's
classification, OSRO Classification. So if
you have an OSRO that was Coast Cuard
classified, and this is specifically really
good along the coastal regions that we | ook at
maki ng sure that they have the response
resources. There, they would not be required
to provide us a copy of the whole |ist of
el ements for those that are nore inland. |If
they did not provide us a list of the response
resources, then we would require themto
provide that to us beforehand. And then al so,
did they identify the sensitive areas? And
then a key was, and kind of it was nentioned
earlier today, did they understand what safety
iIs at the site? W don't want people getting
hurt during a response. So those, if you
m ssed any of those, | would not approve a
pl an.

O hers, there m ght have been,

we've had a few plans that they still had RSPA

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 194

in them |'mgoing to approve the plan, but
I"'mgoing to tell them please fix RSPA, get it
out of there. Sone of the others m ght have
had the instance of the training, the

regul ations that's kind of a grayer area in
their regulations. |f they nentioned training
but they said we're going to submt it any
time it's changed, we would tell them no,
this is the real requirenent; but |I'm not
going to sit there and deny approval for that
reason. We wll note the deficiency, but it
was not one of the areas that would cause a
failure.

Anot her thing we have created is
the ability to provide these plans to on scene
coordi nators. The on scene coordi nators, we
were able to get a plan for a recent spil
down in Caddo Parish within five m nutes of
the request. So, and they were able to review
it before they were even on scene. So that's,
| think that's a great capability that we've

been able to establish. And then insuring nore
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conpliance and as we noted, the redacted
pl ans, we have a hundred and ei ghty pl ans
currently posted. It's a |aborious effort.
We have had plans that are anywhere from four
hundred pl ans, but we've actually had one pl an
that was over five thousand pages. And that's
a |lot of pages to |ook through to make sure
that sensitive information, and al so private
information is not in there. Hone phone
nunbers and such as that. | do question
whet her or not a five thousand page plan is
I npl enent abl e or you could train your staff to
use it. Qur regulations are silent there.
So, but that's one of the areas through
outreach, we believe we can do.

So, what's our path foreword?
We're going to continue to address the NTSB.
I think you' ve seen sone of these before. W
wanted to continuously inprove the review
process, continue to integrate wth the other
areas of pipeline safety and to continue with

drills and exercises. And we are engagi ng
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wi th regional response teans, area conmttees,
and others; both in drills and also in hel ping
themin their planning activities.

Wth that, do you have any
guesti ons?

CHAI R HONORABLE: The floor is
yours.

MR KUPREW CZ: Rick Kuprew cz, on
the liquid commttee. | apologize for the
rude interruption | had earlier with your
presentation. One of these days I'll figure
out how to work that iPhone. As |ong as Apple
quits changi ng the damm operating systens.

| thought | heard you say that on
t he worst case discharge cases, you focused in
on three areas? |If | heard that correctly
could you just reiterate those pl ease?

MR, LEHMAN:. Yes. First, if there
was a break in the pipeline, how nmuch tine it
woul d take, it goes to the response tine as a
little bit discussed earlier. How |l ong before

they detect it and shut it down? And then how
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much would drain down fromthat? And we did
guestion sone of the responses. W also found
one operator that said, well this one site
that has the worst case discharge, we |leave it
at Friday afternoon and we won't know there's
a spill until Mnday norning. And | said, |I'm
not going to approve that plan. They changed
their operating procedures, thankfully and
worked with our enforcenent fol ks as well,
because that al so violated other sections of
our regqul ations.

So the pipeline piece, so the
drain down. Sone used very sophisticated
nodels. California has very sophisticated
nodel s for determ ning the pipeline worst case
di scharge; we accept that. Those type of
nodels. W do want themto provide a
description of the nodels they used. The
other one is historical discharge, worst case
di scharge. W' ve only had one instance where
the historical discharge was greater than that

were cal cul ated, but we do require themto
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show us that information. Then the other one
woul d be break out tanks, according wth the
regul ati ons.

CHAI R HONORABLE: Thank you, Rick
Any ot her questions? WII done, Dave. Thank
you. | think I'll defer to Jeff, here.

MR WESE: | just wanted to thank
Dave for continuing ny habit of alliterating,
so. W have alliteration for all aspects of
our business; this was on our oil spil
response plan. It's the Rs. W're working
our way through the al phabet. Dave's done a
great job. | just want to thank himfor all
he has done; he really reengaged that program

MR, LEHMAN:. Thanks.

CHAI R HONORABLE: Hear, hear. And
we're right on schedule. | understand now
we'll take up Agenda Item Nunber 4. W'l
have a briefing on constructions issues, both
reversal and conversion of service by Al an
Mayberry.

MR. MAYBERRY: Thank you, Madane
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Chair. The topic |I'mgoing to discuss; we
thought it would be inportant to cone back to
you today to give you an update on where we
stand related to oversight on construction and
particularly as it relates to, you know, as
far as the replunbing of Anerica, as |'ve
heard it called. These are being done out
there wwth pipelines, especially in regards to
reversals, conversations and then also part of
changes. Since we |ast net, there has been
sone activity in this area as far as things
that we've done to deal with this issue.

| mght also add, |ast year | was
on a panel with the Pipeline Safety Trust. |
think, Rick Kuprew cz, you were on that panel.
| found that you were very entertaining panel
mates, so |I'msure you'll have sone input on
this topic, too. | know last year, it was
certainly very relevant on this. Just sort of
what | plan to go through, will flow just
various topics. | only have a few slides

here. There are a few pictures, | thought

Neal R. Gross and Co., Inc.
(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 200

that since we're after |unch, maybe sone
pictures will help here; especially related to
constructi on.

For this one here, perhaps you've

seen it before. This is a slide we use quite

often. It's like notherhood and apple pie for
us. Sone people mght even call it the
liturgy of the agency, | guess. But how we

hol d operators responsi ble for operating safe
systens. W do influence that operation

obvi ously, through oversight, through the

I ssuance of regul ations, through inspections,
and then we also strive for, to inpact
oper at or performance beyond the regqgul ati ons;
because as we all know, the regul ations
represent a mni mum standard. So we did that
t hrough participation in teans, or in
Standards Conmm ttees and issuing advisory
bull etins, for instance; which is one thing
that | wll be tal king about here as far as
sonet hi ng we have done in the | ast couple of

mont hs.
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So what are we tal ki ng about ?
Like | said, this is a replunbing of Anerica
that's going on right now, and its related to
t he new sources of oil and natural gas; either
pi pelines that are being reversed to pipelines
that are being converted fromnatural gas to
crude oil or natural gas to other products and
vice versa. Although |I nust say what | have
seen the nost of is conversion to liquid
products transportation, particularly crude
oil. And obviously, there's increased
I nportation of Canadian crude as well as the
donesti c production has been a particul ar
focus these days.

We' ve been nonitoring the
situation and we're out there. Related to
construction, traditionally, and sone perhaps
have heard ne say this, traditionally before
about 2007, we spent about 8 percent of our
I nspection time on construction inspections.
And here nore lately, it's been nore in the

30, well 20 to 30 to 40 percent range of
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I nspection time. And that is actually a netric
that Linda and | are tal king about, too; as
far as how nuch inspection tine we're spending
on things |ike construction, incident response
and &M But we do have that and it's
definitely ranped up in the | ast several
years.

O course, nore recently, just for
the energy boomthat's going on and the
pi pelines are being built and pipelines are
bei ng converted in service. Here's a nmap.
Per haps you' ve seen this before. | grabbed
this fromthe EA website. Just shows you
where all the shale plays are in the | ower
forty-eight. In particular, you' ve heard of
Mar cel l us, you' ve heard of Bakken, Eagle Ford,
Barnett, you know, and others. There are
numer ous plays that are going on out there,
which is contributed to the influx of energy
and we're flushing energy right nowin the
U S.

Alittle primer on sort of the
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code behind what we're tal king about. Well,

first 1'"'mgoing to tal k about reversals, which
iIs one, like | said; conversions and then
product changes. Reversals are not, and this
IS where pipeline, our flowis going in one
direction and either supply changes or narket
condi tion changes where you need, instead of
nmovi ng to the Phil adel phia area, for instance,
you need to nove product to the Gulf Coast
region. Pipelines are reversed to account for
the changes in the market, and where the
product needs to go to the end user.

Qur code doesn't specifically
address, the termreversals, however, in our
Integrity Managenent Plans, in an O&V
operators need to consider that. Certainly an
integrity managenent, as a reversal changes
the threat profile of the pipeline, such as in
the inpact on cyclic fatigue in particular for
liquid lines. W need to take that into
account in their Integrity Managenent Program

And just what that inpact is on the pipeline.
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Certainly with overpressure protection and the
| ocation of where you're nonitoring pressure,
al so can change wwth a reversal. A contro

and managenent, just how the pipeline is
oper at ed obvi ously changes. And operator
qualifications and other issues, as far as you
need to nake the programrelevant to the
product that's being transported.

What Dave covers, spill response
pl ans, certainly that needs to be addressed,
too. Rel ated gas pipelines, especially with
how MAOP may have been determ ned, Maxi num
Al | owabl e OQperating Pressure, if it was
determ ned usi ng pressure gradient, that needs
to be | ooked at as well and considered in
whet her or not it's even a good thing to do
for that particular pipeline. And then we as
an agency have been dealing wth speci al
permts and addressing, and actually have a
few nore questions that we have relevant to
reversal s when they cone up for renewal.

Servi ce conversions are addressed
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I n code and what are we tal king about wth
servi ce conversions? That is when a product
or when a pipeline changes fromliquid to
natural gas, or fromnatural gas or gas to
liquid. So that is covered in certain
procedures an operator nust go through; not
unli ke sone of what | just talked about. It's
things you woul d expect related to integrity
managenent. There's also a records
requirenent in there as well. [|'ll cone back
to that, because | have an order issue here.

Product changes. Were we're
going fromsay, refined products to crude oil;
that was a project that we dealt wth that
sone are famliar with, in Texas, with the
Longhorn Project. That was a reversal project
that involved that, just that right there as
far as refined products to crude oil and
reversal in direction, too. Again, that's not
specifically addressed in code, however, and
that is like fromone liquid product to

another liquid product. However, again, |like
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reversals, it needs to be considered in the
plan and in your spill response program

Now, let's shift gears here a bit.
Ch, I'msorry, | need to go back to one |
ski pped. In Septenber, we issued an advisory
bulletin, and this is in the aftermath of a
couple failures, or nore than a coupl e of
failures. A few failures and then inspections
where the inspectors; we thought it would be
I nportant to rem nd operators of what
consi derations need to be made when they're
considering reversing a pipeline or changing
the product. W outlined a couple points in
particular that were inportant to consider,
l'ike I nentioned grandfathered |ines and
natural gas lines; as far as considering the
pressure test that was done. You know,
per haps that validation of MAOP is not
relevant if it was established using a
pressure gradient.

The second bullet there is,

there's sone other | egacy pipe, particularly
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i ke | ow frequency ERW pi pe or |ap wel ded

pi pe, pipe of unknown seans, where you m ght
have a seam factor that's considered in your
design fornula of |ess than one, that needs to
be considered as well. And then there are
ot her perhaps they are obvious if the pipeline
has a failure history, a |leak history, perhaps
stress corrosion cracking or internal
corrosion. Maybe that's one that wouldn't be
a good candidate for a reversal; maybe it
woul d be better to replace the pipe.

And then finally, pipelines,
natural gas |ines that operate above 72
percent SMYS. No, I'mnot really talking
about the newer ones that were installed under
the alternate MAOP rule, but these are
primarily the grandfathered |ines that operate
above 72 percent. You need to consider that
as well. O course, going into that, |I know a
| ot of those were tested, rigorously tested;
but none the | ess need to consider the

operating history, howit was tested, and
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whet her or not it would be a good candi date
for reversal

Now | ' m going to shift gears and
go on to construction observations. Anot her
aspect of this replunbing is building new
pi pelines. Certainly, we've seen a big influx
of that; certainly our inspectors are quite
busy in that area, as are our operators who
are out there building these lines. W see a
| ot of pipelines that are sort of short haul
pi pel i nes, nedium haul, not that |ong, maybe
a couple hundred mles but pretty active
nowadays. We did recently issue as far as
that second bull et points out, we issued
anot her advisory bulletin related to
construction notifications.

Now, we don't regulate through
advi sory bulletins, but we did ask that, and
remnd operators that yes, there's a sixty day
notice out there, but if you could, would you
pl ease notify us sooner? And this is really

to hel p us be engaged in the project sooner;
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because there are a | ot of activities that go
on, like weld procedure qualification,
gqualification of welders, just a variety of
things that are relevant to the integrity of
the line that we'd like to be involved in
earlier. So that's why we put that out. And
pl us, a nunber of operators have really cut it
close in notifying us, so it was really a

rem nder about that.

A lot of these issues that we're
seeing, and I'll point sonme of them out,
they're not really solvable through added
regulation. |It's really up to the operator to
do the right thing and have the controls in
pl ace and expectations and oversi ght of the
contractor to do it. Looking back to 2007 and
since then we've had a workshop and a | ot of
di scussion. | know There was a tendency to
contract out a lot of construction including
the inspection; and one of the itens that was
poi nted out, or we saw, that was, there needed

to be really good oversight of the contractor.
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Since then, | know a |lot of work has been done
related to building best practices for howto
I nprove construction quality and |'mgoing to
go through a couple of those in a mnute.

It's just a kind of a collage of
different issues that are out there, but kind
of the different areas that it covers, perhaps
you' ve seen this before. It's really
consistent with what we tend to al ways see out
there, just sonething we need to focus on
related to the life cycle. Because if you | ook
at it, you think about it, the failures that
we' ve seen over the last few years, especially
like in 2010, there is an aspect of new
construction that you can inplicate in those
failures. |If you | ook at San Bruno, they have
the issue with the pipe that is of
guesti onabl e manufacture. In Marshall,

M chi gan, you had the tape coat, it had a
coating, the selection of coating that was
used, of course, when it was built, we didn't

know. But these issues, these decisions did
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I npact the long termintegrity and we're
living wth those, really decisions nade early
inthe life cycle, today and having to deal
wth them So it's inportant to get it right
up front.

And then, of course that curve
showed you earlier, the so call ed bathtub
curve shows that early in the life cycle of a
pi pe i s when you do have failures. And then
the ol der pipes as well. Issues |ike handling
and storage of pipe. On the left there,
that's probably stacked too high. In this
case, we've got a good exanple. See, that
regul ator doesn't always show the bad
exanples. Here's a good exanple of storage
and handling of pipe. Here's | guess, a not
so good exanple. Another thing we've seen
here, just | ooking at side boons and novi ng
pi pe and lowering in pipe, is and that's a
side boomturned over, if you can't nake it
out. But you need to have enough side boons

to handl e the pi pe, because that is a factor
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I n how nuch stress you put on that weld. A
weld will undergo the nost stress follow ng
its lifecycle when it's being lowered in the
di tch.

And when the wel d procedure is
qualified, it does assune or it does figure in
that it's going to have a certain stress
level. And that stress |level is determ ned by
how nmuch support it has when it's going in the
ground. So that's an issue we've seen, that
we've had to address. Pipe that's resting on
rock is a common issue, and has been
inplicated in a nunber of failures involving
general corrosion. That's probably one of the
nore preval ent issues that we see later in
life and just different handling of the
coating. Things |ike that that can long term
I npact the integrity of the pipe.

One thing | like to say is we
don't have throw away regul ati ons and usual ly
| say that in response to sonebody where you

have a coating issue and there's an assunption
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that, well, the cathodic protection wll
protect the pipe long term so it doesn't
matter. The CP that you add later wll take
care of that holiday that may be in there.
But that doesn't nean we don't expect
perfection up front. Certainly the CP system
Is there to provide that protection, but we do
expect proper handling of the coating.

| know |I'm preaching to the choir,
especially with operators. But it's an issue
that really warrants cl ose focus on projects.
Probably coating issues were the biggest one
we see. | hear sone others that | won't
really get into it. Another one, a newWy
installed line wwth no markers. And then
anot her issue that's popped up, | know we've
tal ked about this a few years, is related to
I nterference currents causing corrosion on
pi pelines. This is where you have pipelines
that m ght be parallel and you have
i nterference between CP systens.

In a lot of cases, we see it's
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with parallel transm ssion power lines, so it
can really cause extensive corrosion in a
short period of tine. So the noral of the
story here is there is what | have up there is
don't put off your AC surveys and then just
material verification. It is one that we've
been focusing on. Certainly, there are
requirenents in the code. | mght add that in
our rul emaki ng on gas, as we deal with sone of
t he recomendati ons and nmandates, we are
dealing wth record keeping issue there as
wel | .

As far as |l ooking forward, the
first bullet up there; we've already done. W
I ssued an advisory bulletin and that's
probably the main extent of our policy work
ri ght now other than sone itens we have that
are in pending rul emaking that we're
considering. We are in the throes of integrity
managenent 2.0 that, w th our rul emaking
that's in progress right now W also

consi dered the sane one of those rules that
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John tal ked about yesterday, operator
gqualification for construction. And QVS for
construction, that was a topic that's been
tal ked about. | know there's been a | ot of
good work in that area done. | know industry
has a nunber of initiatives that has produced
sone good results in that area, as a way to
manage quality and insuring that you have
gquality product in dealing wth these issues
that you' ve seen there. To insure quality in
product. | know there's still a lot of work in
progress and we're expecting to see sone of
that fromindustry; but then al so we have an
R&D project right now on quality managenent
systens for construction.

And finally, that integrity
verification process. Like | said, one of the
rul emaking's deals wth record keeping. That
one specifically to gas, deals wth that
Issue. And that's it. Just a quick update on
where we stand, and be glad to answer any

guestions you m ght have.
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CHAI R HONORABLE: Thank you, Al an.

Are there any questions? Coments? Al
right. We'll nove along to our next agenda
item Just a nonent.

MR WESE: Are you really letting
hi moff that easy? Cone on. Chad, | was
| ooki ng at you.

CHAI R HONORABLE: Chad?

MR, ZAMARI N: Chad Zamari n,
Cheniere. Just a question, maybe; because |
think as an industry, we've seen that the next
three to five years, | think, I'"msure the
FERC fol ks would tell us the sane. It's really
going to be a remarkable period of tine in our
I ndustry froma construction perspective. A
| ot of the |ast few years has been a | ot of
upstream and m dstreamactivity, but a | ot of
repi ping the existing infrastructure and we've
kind of run out of the ability to do that.
And so we're going to be building a | ot of
greenfield pipe and it's going to be a very

active tinme. Just put it out there, what are
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your thoughts and what woul d PHVSA | ook to do

differently? W' re thinking about it as an
I ndustry. How do we manage this workl oad
safely and effectively, but are you al so
seeing that sane demand on your resources
com ng over the next three to five years?

MR, MAYBERRY: Good questi on.

Yes. W expect to increase the focus on
construction, so as projects increase, one
thing we're finding is it has been difficult
to catch the nunber that we want to inspect.
We are | ooking at our resources and just even
the skillset that we hire to, because we, at
the sane tine, we're also | ooking, we are
getting additional staffing that would cone to
bear on construction inspections in
particul ar.

Wth that, we are | ooking at,
because of the challenge in hiring that we
have, we are |ooking at the skillset and
peopl e that nmay be nore focused in the

construction area versus integrity managenent.
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So that's one area we're | ooking at. And
Linda, | knowthis is kind of her bailiw ck,
so. That's dealing with staffing. And we're
al so 1 ooking at curriculum changes at our T&Q
office to sort of change with the tines as far
as dealing with construction.

MR WESE: Wth the Chair's
perm ssion, | want to just take a snmall sw ng
at that one, too. | appreciate the question.
W have a fixed box like you, a fixed box of
resources; we have to parse it out and sone
parts of our turf are growing. Ohers, not
many of themare shrinking;, they're generally
growi ng. One of the things that we've adopted
and | think you'll, it's obvious to everybody,
but I"'mjust going to state it so we're on the
record here. You know, we believe the
operator is responsible. W believe it's a
process that needs to be managed fromthe
beginning to the end. There, it is part of
why we're tal king about things |ike QUS, you

know, we should all be confortable when we see
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a nonogram for exanple, on a pipe, what
you're getting and what we're getting. | have
rai sed questions on that.

| think the industry is respondi ng
interns of quality control at the mll. A
| ot of conpanies sending their own people
there. So | would say that the industry can
manage this process by stepping up its |evel
of quality control fromthe beginning to the
end. | would also say that its part of your
SM5. QW5 is nothing nore than are you
achi eving quality underneath the managenent
system you have put in place? The last thing
"Il say to you is that we will probably never
be resourced to cover what sone peopl e,
I ncl udi ng sone people in the public want us to
do and still cover our other bases.

So | think you'll see an
I ncreasi ng use of us asking for third party,
I ndependent third party verification out on
the right of way. | don't know how el se we do

it, you know? | don't think we can cover all
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the bases without that. | know operators
aren't thrilled to hear that; but it's either
that or we triple our staff. And | don't
t hi nk you probably want that, either, though.

CHAI R HONORABLE: Jeff?

MR WRI GHT: Going back to Chad's
conment, just so everyone knows- -

CHAI R HONORABLE: I'msorry, wll
you introduce yourself?

MR WRIGHT: Onh, I'msorry; Jeff
Wight, FERC. Just so everyone knows out
there in the public, too; it's a trenendous
|l oad that's comng. |It's like a tsunam of
pi pelines. | can say since 2000, we've
approved over 16,000 mles of pipeline, nost
of which has been built. I'm]looking on ny
pl ate right now, whether pre-filing or
currently under application, we have several
thousand mles nore. And then the potenti al
Is slightly ridiculous, so. You still want to
come over, Chairman Honor abl e?

That said, we do as agencies | ook
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I nto novel ways of processing, at |east from
nmy perspective, processing, using contractors,
del egating, that kind of thing. Same thing
wth PHVSA, it's going to be a constant battle
to | ook for novel ways to neet the public's
need for gas, at least in ny perspective, and
al so being responsive to all of our

st akehol ders at the sane tine.

MR WESE: And with your
permssion, I'll just say we've had a good
relationship wwth FERC. W've worked on the
L&G the sane thing, right? W did the inport
wave and then it all died off; now we're on
t he export wave, you know, and eventually the
market will be net there and that will sort of
die off.

And pi pelines, the sane way, they
cone in waves in the construction cycle. So
we'll continue to collaborate and to Jeff's
point, he's tal king about interstate gas
alone. We're not even tal king about oil,

which is also huge; and all the intrastate
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growt h around sone of these plays. So | think

that as a country, | think your point is well
taken and can be extrapolated wder. It's
huge.

MR WRIGHT: | was just going to

add, and eventually they're going to nake ne
die off wwth all this going on.

CHAI R HONORABLE: W sure hope
not, Jeff. Wll, thank you for that, and
t hank you for the questions and for the
di scussion. It really helped put this in
context, both for where we are now and where
we're headed. | think we're ready now for
Agenda |tem Nunber Six; which is a briefing on
the Subcomm ttee Report on M dstream
Regul atory Jurisdiction from Linda Daugherty
and Chad Zamari n.

M5. DAUGHERTY: Thank you,
Chai rman Honorable. Well, wth great
pl easure, I'mgoing to introduce Chad to give
an update fromthe Subcomm ttee group for

M dstream Safety. Just to kick it off, as a
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refresher.

A whi |l e back sone operators
approached us and said | ook, we have a
dilemma. There are sone facilities in which
there appears to be dual oversight from OSHA
and from PHVSA, and there's a | ot of confusion
about who regul ates what, who regul ates both,
how t o make a good deci sion going forward on
how to regul ate these, or how to prepare for
I nspection on these facilities. And so we
established the group to | ook at basically,
what is the best way to achieve a safety
out cone w t hout wasting resources from both
OSHA and PHVBA, and to get to an outcone we
can all agree to. Chad is going to give us an
update on how we reach that point and where we
are right now So I'll turn it over to Chad.

MR ZAMARI N.  Thank you. Chad
Zamarin, Cheniere Energy. And as Linda
mentioned, | think this is a good exanple of
how we as a group can work to sol ve rea

I ssues. We have put together a subcommttee
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that's really operating on behalf of this
group. Todd Denton is also a part of the
group; he's not here today. Also in
att endance, we've got a couple of our
subcomm ttee nenbers fromindustry as well as
Li nda and nenbers of her team have al so been
i nvolved. But if we've got any detailed
guestions, we've got G aham Bacon from
Enterprise Products and Francis Foret from
Targa Resources, who are on the subcomm ttee.
But what |I'll do is just briefly kind of go
t hrough what we were chartered to do, refresh
the group's nenory and then where we are today
and where, | think we're heading and then if
Li nda wants to add or correct anything that |
put out there, she'll do so.

We fornmed this, it's a
col | aborative group. W've got PHVBA, we've
got OSHA, and we've got industry
representatives working together to work this
issue. And the initial scope I think, of our

effort is summed up in terns of we need to
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make sure that we have adequate regul atory
coverage for the types of m dstream assets
that we're | ooking at. W need there to be
clarity. There are assets in infrastructure
in our industry that have historically been
desi gned and operated under an OSHA set of
standards; and obvi ously, we have a |l arge set
of infrastructure designed and operated under
a PHMSA set of standards. And there have been
areas of potential overlap or confusion as to
whi ch assets fall under which franmework.

And so we've worked to try to
del i neate what fits where, nmake sure we've got
the right regqulatory framework for the right
set of assets and provide sone clarity. W've
all cone to the, | think, agreenent that it
makes sense for there to be no gap, but also
no overlap. Let's nake sure we've got a well-
established regulatory structure that matches
the infrastructure. And so the process that
we' ve gone through is first we've worked to

I nsure and convi nce ourselves that we've got
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good solid regulatory processes and franmeworks
for each of the asset types; so that not one
side or the other feels |like we're not being
adequately taken care of if one set of assets
are being regul ated under a PHVBA or an OSHA
set of standards. W've al so canvassed the
I ndustry and regul atory experts for conmmon
ground regardi ng what should fall under OSHA
what should fall under PHMSA. And we've
| ooked at different design and operating
scenarios. |'ll showyou in a little bit that
there's sone, these are conplex facilities.
So it can be difficult to cone up with a very
sinple definition of what constitutes an OSHA
PSM facility versus a facility that is just a
PHMBA regul at ed asset.

And so we've worked to try to at
| east identify the boundaries. And then to
propose a nethod for formal conmmuni cation and
clarification that the industry can understand
and that al so regul ators can understand, and

staff nenbers when they cone to a facility,
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it's clear if they're visiting, that they
under stand where the assets that shoul d be
applied under a PHVBA regul ati on end and where
an OSHA facility set of regulations begins.
And oftentines, that happens in the sane
footprint. So, we need clarity for our

I nspectors and for our folks to know where

t hat occurs.

So far, our progress, we've had
several neetings; have had a good cross
section of PHVSBA, OSHA and industry folks in
those neetings. W've had several conference
calls as well. And we've also done outreach
to stakehol ders outside of the subcomm tt ee.

I know that Linda has MC ed neetings with her
staff across the PHVBA regi ons and we've taken
work that we're doing back to operators, to
educate them get input in, you know,
hopeful ly create as nmuch of a coll aborative
process as possible. |I've kind of sat through
this process and tried to identify sone of the

general areas of alignnent, and it | ooks |ike
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a relatively short list, but |I think these are
pretty significant. The first, that both are
good strong requl atory franmeworks, PHVSA, Part
192, 195, 49 CFR, and the conplenentary OSHA
PSM franmewor k. And we spent quite a bit of
time educati ng oursel ves, because on both
sides, there wasn't always a full appreciation
of the differences or simlarities between the
two. Cear consensus that it nmakes sense not
to have overlap and certainly to insure that
there are no gaps.

W' ve al so been working to
navi gate the statutory authority and the
ability to kind of allow for or clarify where
one reqgul atory franmework would hand off or
take over fromthe other, and so that's an
Issue we're still working to, to further
clarify but | think what | would say is, from
nmy perspective, there's general agreenent |
think technically, we still have to work
t hrough sone of the process-related issues,

sone of the nore | egal i1ssues about how we
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menorialize that.

The last point is, there is a
desire to nenorialize an understandi ng of
where a PHMBA-regul ated facility ends, where
an OSHA/PSM facility begins. But we've stil
got sone work to do to figure out exactly the
best neans for that. I'Il just do a quick OSHA
PSM 101, since nost of our tinme is spent
| ooki ng at PHVSA-rel ated regul ati ons. But
what you'll see here is not surprisingly, |
t hi nk, consistent with a |ot of what we've
al ready been tal king about. In particular,
the PSM framework | ooks a lot |ike the API
1173 work that's being done. It's a safety
managenent systemthat consists of what you
woul d expect, sone very common core el enents.
| would say that it's got a very robust set of
techni cal standards and procedures. It has a
| ot of process elenents that are inportant to
I nsure safe design and operations. And then it
has those cultural, behavioral elenents,

enpl oyee engagenent doing a job hazard
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analysis. Doing the things that you would do

froma behavioral perspective that drive good
safe facilities.

In addition, and this is just an
exanple of a fewthat |'ve put up here. But
I'm the safety nmanagenent systemis supported
by a large library of technical standards and
speci fications that support the design and
construction and operation of these
facilities. You can see obviously, a lot of
ASME boi | er and pressure vessel code, ASME
B31. 3, process piping; and then a host of API
and ot her consensus standards that are
I ncorporated by reference into the PSM
structure. But when the rubber hits the road,
the chall enge that we have is that these are
very conplex facilities that vary fromone to
the other. These pictures don't really do
themjustice. But the take away is that these
are processing facilities primarily; these are
not interstate transm ssion rel ated

facilities.
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Now there may be interstate and
regul ated facilities that run to and/or from
these facilities and making sure we can
del i neate where one asset exists versus the
other is the challenge. How does an inspector
wal k into one of these properties and know how
to trace the regulated transm ssion |line
versus the infrastructure that's really there
to support a PSMoperating facility. That's
the chall enge. And when | | ook at it, the
har dest deliverable of this group is to nake
sure that we don't get caught in the trap of
trying to define every possible technical
scenario. It's how do we have a definition or
a standard that soneone can interpret and
accurately apply each and every tine they wal k
into a facility of varying conplexity and
desi gn.

So that's really the core
chal l enge that we have as a group, that we're
still working through; but | think we wl|

figure out. Just to give folks a quick idea
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of what we're tal king about; |I knowthis is

el ementary to everyone here. But these are
processing facilities primarily in the

m dstream space that we're focused on for this
effort; so dehydration facilities, natural gas
processi ng, NG. separation, cryo units,
fractionation, petrochem cal operations,
storage associated with these facilities.
There is a need, and we're working through
defining those storage assets that are rel ated
to interstate comerce, because there is a
vast network of storage facilities across the
country that is intended to support interstate
transm ssion and delivery of products. Those
are clearly PHVSA facilities that are of

I nterest.

There are al so storage facilities
that are primarily or solely intended to
support processing and m dstream operati ons.
And meking sure that it's clear what facility
I's which. Many of those facilities were built

and operated under an OSHA PSM st andard; and
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so we need to be careful to properly define
each of those different types of facilities.
So, to achieve no gap, no overlap, we're
wor ki ng through criteria that we would need to
delineate the transition froma 49 CFR-covered
facility to an OSHA PSM facility; and sone of
t he exanples, sone of the ideas that we're
working to further define and clarify and just
as a point of process, our goal is by the next
advi sory commttee neeting to have this
drafted for the group's final review |
certainly want to take any input at this
meet i ng.

But the idea of is it a pressure
control device that when you nove into a
facility, there is sone piece of safety
equi pnent that helps to identify where you' ve
transitioned fromyour pipeline to a mdstream
facility. Is it an isolation valve? A neter
skid? The pig trap that delivers into the
facility? | think a conmbination and it may be

different for different facilities, so again,
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comng up with a clear criteria that could be
used is what we're trying to acconplish. There
are ot her devices that may be shown to
transition that again, there's going to have
to be a definition that allows for sone
I nterpretation; because it's going to be very
different in different facilities, and so,
there's always that |ast catchall that you may
have to sit down and work through a process to
under st and whet her you' ve now transitioned
into a OSHA PSM facility.

| nmentioned the storage issue. |
think clearly facilities solely used to
transport/storage in and out of, to transfer
products in and out of storage for interstate
commerce are clearly subject to 49 CFR W
need to nake sure we're clear on those storage
assets, that are OSHA PSM desi gned, built and
regul ated. And then clearly, a |lot of
infrastructure was built under an assunption
of an OSHA PSM framewor k and we need to test

whet her any of those facilities need
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reconsi deration, but | think our general
techni cal view has been that that has been an
effective tool for building mdstream
infrastructures, so if we can get it right,
then we think there's a good marrying of the
PHVBA-regul ated facilities and the OSHA-

regul ated facilities.

There's still a bit of work left
to do. W're going through the process right
now. Linda and the PHVSBA team are wor ki ng
t hrough their stakehol ders; we're working
t hrough the industry stakeholders to craft a
definition that again, | think will |ikely not
define every possible scenario, but hopefully
provi des gui dance that allows soneone to wal k
into any given facility and clarify where the
49 CFR framework ends, where the OSHA PSM
framewor k begins. Kind of the next steps.

We obviously want to get any
I nput, answer any questions fromthis group.
Qur viewis we're working on behalf of this

commttee and we want to nmake sure we deliver
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back a good result. W need to finalize the
definition of the paraneters that delineate
the transition froman OSHA to a PHVSA
facility. W need to figure out how we
menorialize this group's output and whet her we
can do that through a letter agreenent between
PHVBA and OSHA, or a clarifying publication
from PHVSA or sone other neans, wll, | think
have better determ ned by the next neeting.
And then we want to present that deliverable
at the next joint advisory comnmttee neeting,
so our goal is that this is, hopefully a

hel pful update, and that by the next neeting,
we W Il have kind of these renmai ni ng questions
answered and the detail ready to present.

Li nda, anything | m ssed there?

M5. DAUGHERTY: Yes, |'d just add,
first of all, thank you for that excellent
recap. It's a lot of information. Sonetines
when you're a requlator, you have to think
back to the advice that says, sonetines you

can do sonething, but you have to think about
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whet her you should do it. And in this case, we
had sone peopl e approach with an issue. They
said, hey let's work on a solution together.
I want to call out sone of the people, G aham
Bacon, Francis Foret, Todd Dent and Chad.
There's other nenbers of the commttee. Sone
of them may be here. But the point is, if
they cane to us with a chall enge and they
said, this is how we perceive the issue, let's
work together on a solution. And so we're
going to get to a good pl ace.

What Chad tactfully didn't nention
Is that we've all agreed, | think pretty nuch
that we want to get there, the no gap/no
overlap. W just have to navigate sone of the
| egal challenges. W've had OSHA attorneys
and PHVBA attorneys on a phone call, talking
about how do we achi eve where we want to go?
And how do we nmake this work? And | think
that's the best way to solve issues like this,
where we believe there's a good safety

standard in place, either through OSHA/ PSM or
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through Part 195 or 192; let's figure out how

we can save resources and get to where we want
to be. So, thank you.

CHAI R HONORABLE: Wl | said;
woul d defer now to Jeff in case he has any
ot her comments.

MR WESE: Thank you, Colette. |
just wanted to add ny thanks to the group.
And | know, by nentioning nanmes, you al ways
| eave people out, so it's not ny intent; but
Jerry Barnhill was anot her person who was
heavily involved, and | wanted to thank him as
well. | would just say, | think it's smart
governnment, we have a choice here. W can go
fight, and go to our opposite corners and take
off our gloves, right? And fight it one by
one. O we get smart and sit down in a room
and haggle it out. | think as long as we agree
to the primary principles, no gaps/no overl aps
early on.

Sol think it's a really good

group; it's a good exanple of how we can
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col | aborate. Sone people think that's a dirty

word, | don't. W have our own set of ethics,
trust nme; | don't think anybody thinks we're
shy. But OSHA, too. So we'll, it's a snart

way of doing business, and | just wanted to
add ny thanks to everyone, Chad included, for
their | eadership in helping us do this in a
smarter way.

CHAI R HONORABLE: Hear, hear. And
t hank you, Chad, for an excellent
presentation. And also |I'mjust very pl eased
to see the progress fromthe tine that this
I ssue was first presented to the Joint
Commttees and it seened |ike a tough nut to
crack, but we have very capabl e peopl e
I nvol ved and |I' m confident that we can arrive
at no gap/no overlap. | learn a new slogan at
each one of these. Al right. Any questions
for Chad or Linda? Al right? Please
proceed, Jeff.

MR LESNI AK:  Chuck Lesni ak,

liquids commttee. Just a quick conment.
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It's sonething that | didn't hear in the
presentation. Did you all talk about the
goals of the two sets of regulations? OSHA is
primarily a worker safety, which you can
translate to public safety; but | would
suspect it's primarily focused on worker
safety and the pipeline regulations, | think
are broader. And have you all | ooked at the
two sets of regulations in ternms of goals of
the regulation? And | agree wth the concept
of no gap/no overlap, but if there are areas
where the goals are different, nmaybe there
shoul d be overlap. And did you all | ook at
t hat ?

MR ZAMARIN: No, that's a good
question. Chad Zamarin, Cheniere. W did.
Even from for nmy own sake, | think each of us
took a fresh I ook at that; and the OSHA, |
thi nk the overarching OSHA franmework, | agree
Is primarily focused on personal safety. But
the PSM franework is very much a process

petrochem cal safety nmanagenent systemthat is
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very robust, has been in place for many
decades. There are many clear PSMfacilities
across the United States that are built under
t he design and nmai nt enance and operating
standards that PSM has had in effect for a

l ong tine.

So | think the OSHA unbrella can
sonetinmes lead us to think, to not realize
that there is a very detailed set of
speci fications and standards, specifically
desi gned for petrochem cal and processing
mdstreamfacilities. So there are facilities
t hat have been operated well away from you
know, PHMSA jurisdiction; because they don't
even touch the interstate grid. They' re down
al ong the coast or they're solely focused on
petrochem cal operations. And that PSM
framewor k has been the standard for designing,
bui | di ng and operating those facilities
safely.

And so we took sonme tinme to

convi nce oursel ves that there were
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conpl enent ary equi val ent goals and adequate
tools in place to achieve the sane result. And
I think we unaninously as a group cane to that
conclusion that we're not giving anything up
by having one versus the other. And that was
our first step. That's where we started as a
team because that woul d have been kind of
hey, we weren't going to have, we woul d have
considered that a gap. |If there was a goal
that wasn't being net by PSM handling a
certain piece of infrastructure versus PHVSA
then that woul d have been a gap that we woul d
have, | think, as a team concluded you know,
we're still going to have to apply both or
we're going to have to do sonething
differently. So we did spend quite a bit of
time | ooking at that.

M5. DAUGHERTY: | woul d al so add,
we took it a step further; because this is a
very valid question. And, PHVSA has statutory
responsi bilities, OSHA has statutory

responsibilities. So when the first few
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neetings, | kept saying over and over, broken
record, you know, we could not step back if
OSHA didn't cover the statutory
responsibilities. W just couldn't do it. |
couldn't wal k away know ng sonet hi ng was goi ng
to be left uncovered. So we actually went in
alittle bit farther and we | ooked at acci dent
rates at facilities inspected by PHVSA and
those by OSHA. And then we al so | ooked at

I nspection rates. One of the first concerns

| had is, OSHA is overwhel med with a nunber of
facilities they inspect. WII they get out
there frequent enough? |f you say OSHA can't
get to all of its facilities but once every
hundred years, that's not good enough. So we
wanted to nmake sure that they had a reasonabl e
I nspection cycle for these facilities. And in
fact, they are risk-based. They have a
different systemthan we do. But they do get
out on a fairly frequent basis. So, valid
concern.

MR WESE: | just wanted to add
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one comment, because it's actually, | think
It's a good question. But | think about and
| bet Ron would pick up on this; one of the
things that we've noticed in our devel opnent
of the safety nanagenent systens is that
conpetition between process safety and worker
safety. | think we agreed unani nously, there
shoul d be no conpetition. A properly executed
saf ety managenent system ought to be coveri ng
all of these issues. PSM has a really good
hazard identification section. But | would
just say, we brought OSHA in, we did talk to
them W' re mndful of where they're headed.
They put a proposal out three or four nonths
ago about the future direction of PSM which
we're interested in, but we're collaborating
wth them | think the smart thing about
talking with your partners is you end up
heading in the sane direction and not off |ike
that. Fair question, though.

CHAI R HONORABLE: Don?

MR STURSMA: Now as | under st and
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CHAI R HONORABLE: And you are?

MR STURSMA: Don Stursnm, gas
commttee. Excuse nme. | should know better
by now. As | understand it, OSHA cannot exert
its jurisdiction if another agency has al ready
exerted jurisdiction in a particular safety
area. And a nunber of years ago, we had a
conflict like that in the pipeline business
over who had primary jurisdiction for sending
a worker into a bell hole with gas bl ow ng.
Where OSHA had a whol e different idea about
how t hi ngs ought to be done versus the way the
I ndustry actually did it. That was resol ved
with a rulemaking clearly putting it in
PHVBA' s, under PHMBA's jurisdiction. |Is there
anything |ike that going on right now where
there's kind of a conflict over who has
jurisdiction and nmaybe sone regul atory action
woul d be needed to address that?

M5. DAUGHERTY: Yes, there is.

Did I nention we have | awers involved? So
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what we cane down to at the end, we figured
out which way we wanted to go generally. And
we convened with our |awers and said, can we
do this? And they cane back and said no.

What, the strict reading of the rule says that
according to both the OSHA | awyers and t he DOT
| awers, is that PHMSA has statutory authority
and we inspect, and we have requl ati ons, and
we inspect. W have a history of inspecting.
Therefore, the pre-enption clause that boots
OSHA out of a facility applies. However, we
knew t hat that may not be the best safety
approach. So what we went to our |awers and
we sai d, okay, knowing all that is in play, is
there a way for us to cone to an agreenent
where OSHA woul d continue to inspect these
facilities?

And we do have an approach. It
beats the legal hurdles, so I'mtold. W are
| ooki ng at how we are defining certain
facilities. In our regulations, we identify

regul ations applied to, I won't use the term
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because, but certain facilities. What we are
doing right nowis we are setting up a team
within PHVSA that will later work with OSHA
and industry that will perhaps redefine the
boundari es of those facilities. So basically,
PHMSA nay be changi ng where we are going to
exert our authority. That will allow OSHA to
step into that area. So we are | ooking for a
solution. |It's not an easy solution, but we
think we can get there.

CHAI R HONORABLE: Thank you, any
ot her questions? Craig?

MR. PIERSON. Craig Pierson
liquids. Linda, in that regard, have you
contenplated a simlar exercise in refineries
where we've got pipelines going into
refineries?

MS. DAUGHERTY: You know, Crai g,
that issue really hasn't conme up. W haven't
had nmuch di scussion specifically about
refineries. | would say in general that

vari ous requl atory agenci es, BSEE and PHVSBA
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play very well together. You know, we have an
old MOU where we defined where we stop and
where they begin. W have a clear
understanding. W are working with OSHA to
try to figure out where we can have no gaps,
no overlaps. As has been nentioned, there are
pl aces where different agencies wll have
different focus of the regulations and their
safety oversight.

So for exanple, there may not be a
good place for EPA in PHMGBA, to define that;
because we have slightly different objectives.
But in those places where you have regul atory
agencies that are |ooking at safety issues,
there may be approaches. And we are reaching
out to our other partners and trying to reach
that. Refineries specifically has not cone
up.

MR, PIERSON: Where it occurs is
where you' ve got typically where you' ve got a
crude pipeline that delivers into the refinery

and you've got a relief system And all that
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pl unbi ng that reaches back the relief plunbing

and the tank itself and there's a pretty good
overlap there that we work through in a nunber
of locations. Just sonething to consider.

M5. DAUGHERTY: Well, let's get
this one figured out.

MR PI ERSON. Yes, | know.

M5. DAUGHERTY: And then let's
tal k.

MR PI ERSON. Yes, yep, thanks.

CHAI R HONORABLE: Thank you; any
ot her questions? WeIlIl done, Chad and Li nda.
Al right. W're ahead of schedule? I|I'm
fearful to say out loud. It |Iooks as though
our last briefing today will be on C ass
Location Study, by Steven Nanney. Steve?

VR,  NANNEY: Good afternoon. Wy
name is Steve Nanney and |'mw th PHVSA. And
I"'mgoing to give an update and it's not of a
regulation; it's of a report on class
| ocations and could we use integrity

managenent principles for class |ocations on
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gas transm ssion facilities.

First of all, we did this as a
statutory mandate on class |ocations fromthe
Pi peline Safety Act of 2011, Section 5(a),
whi ch asks us to evaluate and issue a report
on whether integrity nmanagenent requirenments
coul d be extended beyond HCA' s and could we
use that to mtigate class |ocation
requi renents. Some of the mlestones of this.
As we started in August of 2011 with an
Advanced Notice of Proposed Rul emaking, with
sone questions that we asked. Then we, in
early 2012, we got the Pipeline Safety Act of
2011; and then going on down through this,
April 16th of this year, we had a cl ass
| ocati on wor kshop.

And | know several of you that |
see in here today were at that workshop; and
it was a lively experience, with a |ot of
coments and viewpoints. And they were all
over the spectrum it wasn't anything, there

was a |lot of pro's and con's for whatever
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option you wanted to consider. And then from
that, we conpleted a Congressional report in
the sumrer; and that was routed to our

Adm ni strator and we have proceeded to route
that to OST, OST and they are in the process
of sending it to OQvB. And by the way, we
haven't had any coments to date, so | think
that, so far, is good news. But |I'msure
we'll get sone feedback as we go through this
process.

The report contents, just a quick
overvi ew of those. W have an executive
sunmary in there, which | think John and
Cheryl sent you a briefing paper that has sone
tidbits of that, three or four pages, to just
gi ve you an overvi ew of what our thoughts
were. An introduction, and expansion of | M
requi renents beyond HCA's. Does the expansion
of I MP requirenents beyond HCA s? Does the
expansion of IMP mtigate the need for class
| ocations? And that's the key question. And

then we | ooked at alternatives to cl ass
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| ocations. There were a nunber thrown out at
our workshop. There were several that we were
considering and you'll see as | go through
this, what those are. Then a concl usion and
possi bl e future actions. Again, this is only
a report; this is not a regulation that we're
wor ki ng on.

As far as integrity managenent,
just a quick overview of that. Again, we were
| ooki ng at HCA, a Hi gh Consequence Approach,
inlieu of class locations. And to just give
you an idea, to just see it in a slide, if you
| ook at an HCA approach of the circles, the
red circle you see there would be an HCA. An
illustration. Were the small red |ine that
you see behind the hones there, that woul d be
a Class 2 location. So just to give you an
idea in this particular exanple, if we used an
HCA appr oach, the hones that woul d be
protected would be the ones in the circle
under integrity managenent. And then if we

did come up with sone type of approach using
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integrity managenent, we woul d extend that
circle sone way. Now, we haven't cone up with
how we woul d do that, but that would be one of
the type of approaches. Were today under the
cl ass | ocati on net hodol ogy, all of that area
there with the red line would be a Cass 2
| ocati on.

Cl ass | ocations, what are they?
Class locations for gas pipelines are from1
to 4. The design factors are, if it's a O ass
1, it's 0.72, Cass 2 it's 0.6, Cass 3, 0.5,
and Cass 4 would be a 0.4. And that would be
applied to whatever design pressure or
pressure you cone up with, it would derate
that pressure for your maxinum al |l owabl e
operating pressure. It was derived in the
1950's from B31. 8 and when the code cane into
play in 1970, that was put into the code. As
far as class locations for gas transm ssion
pi pelines, they inpact 28 Code sections. So
there's a ot of inpact, not only for gas

transm ssion but also for our distribution
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partners, too.

From our class | ocation workshop,
just a quick overview. Qur State partners,
they preferred class |ocations. Sone of the
coments we got from AGA, APGA nenbers and a
majority of the transm ssion operators, were
that they were confortable with a cl ass
| ocation system for existing pipelines, but
wanted us to consider different approaches for
new pi pel i nes.

A quick overview of what a Cass 1
| ocation is. A Cass 2, 3 and 4. Just have
sone pictures up there with lines so you'l
get an idea when we tal k about the various
cl ass |l ocations, what each of them Il ook IiKke.
And by the way, the Cass 3 up in the upper
ri ght hand corner, that would al so be an HCA
And the Cass 4 would al so be an HCA. The
Class 1 and 2, probably would not be HCA's.

To just give you an idea.
Wiy are we having this discussion?

Well, one reason is when the code was put into
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pl ace in 1970, probably nost of the, and in

the 1950's when B31.8 put the class |ocation
factors in, nost pipelines were probably of
the thirty inch dianeter max variety and a
t housand pound operating pressure. So the
660, if you look at the Iine we've got there,
nost of the pipeline mleage woul d be bel ow
that line. It would fall in that category.
Wel|l today, we've had pipelines forty-two
inch, thirty-six inch, that have operating
pressures well above 1,000 pounds; 1, 440,
sone 1, 600, maybe up to 2,100 pounds. So your
PRR s are now above that dark red line. So
that's why we're having the consideration,
should we be using a 660 for a class |ocation
for all the pipe sizes? O should we be
| ooking at a different nmethodol ogy?

And then in the next few slides,
['"I'l go through. Again, sone of the coments
that we got fromthe public, you can see:
Revise IMP to include the entire Cass 3 and

4 | ocations and beyond. Expand class |ocation
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definitions to reflect high density areas.
Sone of the comments we got were that we
needed a Class 5 and a Class 6 location; in
ot her words, a 0.3 design factor and a 0. 2,
where you have a |l ot of high rise buildings
and a |ot of people in the area. But State
partners said class |ocations are a nuch
br oader concept than just I MP. In other
wor ds, how does it affect distribution
systens? How does it affect gathering? How
does it affect gas transm ssion? That we
needed to | ook at everyone that it affects.
The industry, mainly the
transm ssion operators, they wanted to keep

nostly keep the class locations intact for

the class | ocations change. And to use

Integrity managenent principles for these

of the conclusions that we got from our

wor kshop and like |I said, it was sone lively
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exi sting pipelines and to consider or allow a

PI R approach to be used for new pipelines when

cl ass changes and non- HCA areas. And then sone
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debate and lively presentations there. But
there was a broad perspective fromthe

I ndustry and the public on expanding these
integrity managenent regul ations. There was
little support for changing class |ocations
for existing pipelines. |'mnot saying that
there weren't a few that wanted it changed,
but the overall nmajority was no change for
exi sting pipelines.

The third bullet was there was
support for changing class |ocations and going
to sone formof a PIR approach, a Potentia
| npact Radi us approach, HCA approach; however
you want to termit. And sone of those
alternatives that we di scussed and consi der ed
was; nunber one, we heard from sone public
I nterest groups that we needed to expand cl ass
| ocations, a Class 5 and 6. Sone others we
saw, we heard from was nodify the HCA
definition; in other words, go to sone type
expanded HCA definition. Then we also had

comments on the potential inpact radius
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sliding mle, is instead of using the sliding
mle which is what the code is based upon now.
In other words, you |look for a class |ocation,
you look at a one mle and it slides down the
pi peline. Instead of using that, should we go
to a potential inpact radius or inpact circle
that actually slides down the pipeline based
upon the dianeter and the pressure of the
pipeline. In other words, if you had a forty-
two inch, 2,000 pound pipeline, it may have a
1,500 foot PIR, where if you had a twelve

i nch, 200 pound pipeline, it may only have a
150 foot PIR In other words, doing sonething
based upon consequence based upon di aneter and
pressure.

Then we al so heard comments on a
single design factor. In other words, where
we' ve got four design factors now, should we
consi der one design factor like on the
hazardous |iquid pipelines, the design factor
iIs 0.72. |Is what's used out on the pipeline.

Where on the gas pipelines, there's the class
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| ocations. Now we didn't discuss whether to
use 0.72 or 0.6 or 0.5, but consider a single
design factor. Then another approach that we
| ooked at and considered and tal ked about, was
the bifurcated approach that | NGAA cane to us
on, and what that would be is on existing
pi pelines, you would leave it like it is
t oday.

On new pi pelines, you woul d | ook
at a single design factor and then you woul d
| ook at sonet hi ng maybe incorporating a PIR or
sliding mle into it as far as using the
Integrity managenent principles. So it would
be a conbination of sone of all of it. And
| ooki ng at new pipelines in that regards
| eaving the existing pipelines alone. And then
there's always no change. In other words,
keep the regulation as it is. No reason to
make a change. So that's the things that we
| ooked at, what we cane down to in the report,
were the key alternatives to discuss and to

consi der.
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Now, possible future actions, and
again, PHVSA hasn't witten a rule, we're not
in the rule witing business on this at this
point. W're in, in sending this report
t hrough OST through OMB and to Congress, and
then getting feedback fromit; and feedback
fromthis commttee. But again, any future
actions on revising class |locations that we
woul d do, of course we will consider al
safety concerns of all the affected
st akehol ders. \Wether the public, industry,
everybody involved. Sone of the possible
future rul emaki ng consi derati ons, and again,
we haven't done anything on this; but you
know, sone of the things that we've heard is
you know, nunber one is, | think we heard | oud
and clear to | eave existing pipelines al one.

W' ve al so heard | oud and cl ear
that we need to nmake sure that if we're doing
it for one segnent of the gas code, is nake
sure you realize that it affects nore than

just one group. In other words, if we do
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sonething on the transm ssion side, to nake
sure we understand what it does on the
di stribution side. So we hear that |oud and
clear. But one of the things that | know in
goi ng through and looking at it, is this |ast
bullet. Mre efficient and practical class
| ocati on approaches that inprove safety and
avoid m nor pipe replacenents where safety can
be mai ntained with other robust neasures, such
as incorporating I MP principles.

And just to throwit out, it's
i ke what Chad said earlier. |Is PHVSA is,
here's everybody as far as the bl omdowns and
taki ng pi pelines out of service, where you
don't need to. And one type approach that, we
may want to consider going forward is where an
operator's gone in and they've got an existing
pi peline or a new pipeline and they've changed
out the pipe and put new pipe in, but they
have a few outliner hones to be built near
that area, that when you |l ook at the sliding

mle, makes that change class |locations to
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where they have to change out pipe and
increase it. There nay be sone things there
that we look at, that here's fromthe public
side of maintaining a high |evel of safety,
but al so | ooking at the environnental inpacts
and | ooking at what industry is telling us on
cost. So you know, we're trying to hear al
sides and trying to consider things that take
that into place.

But again, this is just a bullet
throwi ng out to hear comments. |It's not
sonet hi ng that we have discussed fully or even
pl anned at this point to wite a regulation
on.

But anyway, this is a sunmary of
the report. Again, we're finished with it; it
has been routed. And again, any of you that
attended our workshop in April and gave us
comments in May, we appreciate it. And thank
you. That should be it.

CHAI R HONORABLE: Thank you,

Steve. Are there any questions regarding the
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class |l ocation issue? Don?

MR STURSMA: Don Stursnmm, gas
commttee. 1'd just like to point out that
this is actually kind of one piece of a |arger
puzzl e; and one of those pieces is perhaps,
shoul dn't sone of the integrity managenent
principles be extended to any pipeline in
Class 3 or 4 area? Even if it's not an HCA?
Which all of a sudden nakes you want to nake
sure that the class |ocation actually
represents risk

There are a lot of talks on the
big lines, and they have a PAR in excess of
660 feet. |'ve got a lot of 4, 6, 8 inch
lines. Sonme of the smaller | ower pressure
ones, the PIR may not really get in outside
the easenent. So now you're, if you inpose an
expensive new regulations on lines in a C ass
3 or even a Cass 2 area, but ny PIRis 100
feet and the nearest house is 300 feet away,
you know, what purpose is served by spending

additional regulations and the additional
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finances of the conpany on that piece of pipe?
So it's alnost |ike maybe there shoul d,
sonething |like was done with the integrity
managenent rul es where you can figure your
HCA's either way, either in a class |ocation
basis or on a PIR basis.

Maybe sone system coul d be devi sed
where you can determne class location in the
traditional way; or sone PlIR-based nethod that
woul d do a better job of accounting what is
actually at risk fromthis pipeline instead of
just what's within a certain distance of it.
So | think that is maybe sonet hi ng down the
road that should be considered, especially if
It ties into increased requirenents for C ass
3, 4 or even 2 areas. Like one of the things
that was thrown around for a Cass 2 |ocation
woul d be a house. O building wthin 660 feet
of the pipeline, certain integrity managenent
things would kick in. One house is 500 feet
away froma 200 foot PIR, I'msorry, that's

not going to nmake any sense. Anyhow.
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Sonet hing for future consideration.

MR WESE: Al right. Thanks,
Don. And rem nding everyone, if we actually
go anywhere, if we ever get the report out,
you know that we'll go through rul emaki ng so
the commttee will be fully engaged in that
whol e thing. But, and |I'mtaking over
tenporarily again. |'mdoing my Al Haig. So
wth that, I'll recognize Chad Zamarin.

MR ZAMARI N: Thanks. Chad
Zamarin, Cheniere. So just we end on an
exciting note, | figured this is an area of
passion. | think Don's point is an exanpl e of
why | would beg that you do sonething wth
this; because to even continue tal king about
class |l ocations, a concept that dates to the
fifties, that does not as effectively as PIR
anal ysis and other tools, quantify where we
have added risk or potential inpact; using it
to nmake deci sions around pi pe replacenent,
around integrity assessnents, around risk

assessnents, is just fundanentally fl awed.
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We've | earned so nmuch since the fifties. So
at one conpany al one, we spent over three
hundred mllion dollars in the last ten years
replacing perfectly good pipe in areas that in
many cases, woul d never have inpacted a hone
inits radius. And that needs to be fixed.

So | would beg that we address
this issue, not just publish a report.
Because | think there is one area that we've
denonstrated we've learned a lot. | think it
was part of the original cost benefit analysis
of the IMRule and we can do way better than
class location. | knowit's conplex, and it's
all over the code, but it just drives ne crazy
when we tal k about a Cass 3 |ocation as
i nherently being a risk to your area, when it
could be a 6 inch pipeline with a, 50 pound
PIR t hat woul d never touch a living hone. So,
t hanks.

MR WESE: Now | ook what you did.
You made him put his card back up.

MR ZAMARIN: | told you | wanted
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us to end on an exciting note.

MR WESE: And I'lIl just say,
it's a good topic for the conmttee to talk
about in the future because a | ot of things
cone into play with you. And we have said
publically by the way, that philosophically,
we agree. Ckay? The problemis, in a
practical sense, sone operators |ack the
I nformati on necessary and they don't apply the
conservatismthey need to in order for us all
to feel confortable if that house that's a
hundred yards outside of the PIR is okay.

Sol think it's really, so | just
wanted to say, | agree with you
phi | osophically and | think nost of us do.
Wth good sound information and conservative
applications where your information is |ess
certain, then | think it works, right? But
it's, there's alot ininertia on this for
those who haven't been involved in class
| ocation discussions; largely because it has

been around for so long, and so many parts of

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 268

the code are predicated on it. So the liquid
guys are saying, thank God. But wth that,
["I'l butt out of it, sorry.

CHAI R HONORABLE: Rick and then

MR KUPREW CZ: Just real quick
And | appreciate the assistance in getting the
report out, get it all going here. But from
a public perspective, one way to get sonething
and having a productive di scussion noving
forward, is the public needs to see where
we're at on IMP 2.0. If you don't have that
out clearly or sone senblance that there's an
I nprovenent in the integrity nmanagenent
rul emaki ng or integrity nmanagenent process,
the public's going to cone at you in spades.
They're going to have no confidence in the
process and | think you have a very good
di scussion here. W don't want you to waste
your noney. W don't want ineffective,
inefficient regulation. W want effective

regul ation that's productive. And right now,
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we keep getting a | ot of questions, | know
nmyself, | won't speak for Carl, but along the
lines of where in the heck?

We know 2.0 is needed. W don't
qui te understand where it's going to be
finalized. And so that could be an obstacle
to this discussion. Very good comments here.
Support both sides of this. But until we have
sone ot her understandi ng of how effective the
next step's going to be, there's a |lot of
people in this room the conpanies, they did
IMP 1.0 very effectively. But also, there are
conpani es who did not do it very effectively
and we' ve had sone very expensive, serious
tragedies in the last ten years. And |'|
shut up. Thank you.

CHAI R HONORABLE: Don?

MR STURSMA:  Don Stursnma again
Real fast. One of the issues with the whole
class location thing is the concept is so
I mbedded in Part 192, if you start nucking

wth the class |location definition, you start
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risking a total rewite of Part 192 and | at

| east, don't want to go there. But | think if
we | ook at different ways of defining class

| ocation along the Iines of what | tal ked
about earlier, | think we can cone up with
sonet hing that would | eave the rest of the
code intact and we woul dn't have that issue.
At least that would certainly be the goal.

CHAI R HONORABLE: Thank you. Don?
Are you done? Ckay. Anyone else? | just
have to check with Don; you never know. He
m ght want to say, and another thing. Anyone
el se? Now s your chance.

Well, we've had a robust coupl e of
days here at the Joint Conmttee; even though
we haven't taken up a rulenmaking, |'ve really
been very glad to be here. |'ve learned a | ot
in the last couple of days, and also a | ot of
progress that we've observed as well on sone
ongoi ng i ssues. So thank you for your
dedi cation and thank you for your service;

because it's nmaking the work that we do
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collectively better. And | will yield to

Jef f.

MR WESE: So, officially,
think the neeting is over. W can stop the
transcript.

(Wher eupon, the above-entitled

matter went off the record at 2:57 p.m)
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Agenda
JOINT MEETING

Gas Pipeline Advisory Committee
and
Liquid Pipeline Advisory Committee

October 22, 2014
(9:00 am —5:00 pm)

9:00 am Call to Order Jeff Wiese &
Committee Chair
9:10 Agenda Item 1:
BRIEFING: Methane Emission Reduction Dr. James White, U-CO
Paula Gant, DOE
Mark Brownstein, EDF
Committee Discussion and Q&A: Committee Chair
10:45 Break
11:00 Agenda Item 2:
BRIEFING: Performance Metrics Alan Mayberry
Linda Daugherty
Committee Discussion and Q&A: Committee Chair
11:45 Agenda ltem 3:
BRIEFING: Oil Spill Response Plans David Lehman
Committee Discussion and Q&A: Committee Chair
12:15 Lunch



1:30 Agenda Item 4:
BRIEFING: Construction Issues (Reversal

and Conversion of Service) Alan Mayberry
Committee Discussion and Q&A: Committee Chair
2:15 Agenda Item 5: (Moved to the end of Tuesday’s agenda)
BRIEFING: Liquefied Natural Gas Alan Mayberry
Ken Lee
Committee Discussion and Q&A: Committee Chair
Break
3:00 Agenda ltem 6:
BRIEFING: Sub-committee Report on
Midstream Regulatory Jurisdiction Linda Daugherty
Todd Denton
Chad Zamarin
Committee Discussion and Q&A: Committee Chair
3:45 Agenda ltem 7:
BRIEFING: Class Location Study Steven Nanney
Committee Discussion and Q&A: Committee Chair
OPEN DISCUSSION Committee Chair
Wrap-up and Adjourn Jeff Wiese



