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PROCEEDI NGS

8:30 a.m

M5. GERARD: If you're not interested in gas
integrity managenent, you probably are in the wong
room Maybe there are sone ot her people who are
interested down the hall but you're supposed to be
focusing on gas integrity managenent if you're here.
|'"m Stacey CGerard. |'mthe Associate Adm nistrator for
Pi peline Safety, and nice turnout. | think the
significance of the day is to continue the dial ogue on
i ssues that are being identified associated with our
proposed rul emaki ng on gas integrity managenent.

W are intending to try to develop a better
understanding of all the issues that are identified or
still need to be identified. M role today will be to
try to direct questions to people who conme to speak and
raise issues to try to ferret out the best description
of the issues for OPS to be able to consider as we
proceed with this rul emaking.

We're very fortunate to have with us this
nmorning the relatively new, four nonth old, Deputy
Admi ni strator of RSPA, M. Sam Bonasso, and Samis a
veteran in the transportation world, having about 25
years of experience in transportation, including being

the Secretary of Transportation of West Virginia. He
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has al so 25 years experience working with the Nationa
Consensus Standards industry, so he is very confortable
with the priority that we place on working with
consensus standards here. 1'd like himto say a few
words just so you can get to know himand know t hat
he's listening and paying attention to this issue.

MR. BONASSO Thanks, Stacey. |'ve done
pretty well for a four nonth old. | walk and talk now
and | even know a few people in the audi ence here by
name. Thank you all very much for joining us today for
this inportant neeting about our proposed regul ations
on gas pipeline integrity managenent.

|"ve been with DOT"s Research and Speci a
Prograns Adm ni stration, RSPA, since the Fall, and |I'm
qui ckly gaining an appreciation for the conplexities of
the many and varied ways in which RSPA serves the
public interest. In addition to pipelines, RSPA has
responsibilities for the transportati on of hazardous
materials -- regulating hazardous materi al
transportation, prices response for the DOl system
t echnol ogy devel opnent and depl oynent, and training for
transportation safety professionals. It's a diverse
portfolio of activities and it's been a real chall enge,
and exciting opportunity to | earn about.

Few i ssues, however, in this organization are
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as conplex as gas pipeline integrity managenent rule
that we will discuss today. But as an engineer, and a
former Secretary of Transportation, | understand the
techni cal challenge, the inportance of a performance-
based approach to regul ation, and how to achi eve change
t hrough consensus-building. And | was really excited
to see that that was the process that was being applied
to this particular regulating activity.

Presi dent Bush has chall enged us to provide a
government that is citizen-centered, market-based, and
results-oriented. And | can think of no better way to
do that in this context than with a consensus standard.

To nmeet these standards, our Secretary of
Transportation, Norman Y. Mneta is | eading DOT to
change the way we do business by fostering innovative
and pioneeri ng approaches to our work. In the past
year, Secretary Mneta and the Departnent built the new
Transportation Security Adm nistration fromscratch, an
extraordi nary acconplishnment. You don't hear the
words, it's inpossible spoken around the DOT today.

Pi peline safety is our challenge. W need to
i nprove pipeline safety. Qur past practices have not
been adequate. At tinmes, tragically, inadequate. CQur
exceptional pipeline professionals, Stacey CGerard and

our people in RSPA's O fice of Pipeline Safety, have
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devoted consi derable effort to crafting regul ations
that can truly raise the bar on pipeline safety in an
i nnovative, perfornmance-based approach. And they have
done this on a fast track.

I f my experience as a private sector business
person is any indicator, perfornmance-based standards
are sonet hing that nost business people are interested
in working wth.

Less than three nonths ago, Decenber 17th,
Presi dent Bush signed the Pipeline Safety I nprovenent
Act 2002. This new law grants us the authority to nove
in the direction we need to travel. It strongly
supports integrity managenent regul ations. It
strengthens RSPA's lead in a nore substantial R&D
program for pipeline integrity, safety, and
reliability. It broadens our partnerships with states
to inprove oversight of interstate pipelines. The |aw
reinforces the inportance of sound, operator
qualification progranms. It supports expanded enphasis
on one call prograns, and it enhances efforts to help
communities live safely with pipelines. This new | aw
is acritical mlestone for the pipeline industry, for
federal and state regulators, and for the Anerican
publi c.

It's testinony to all of you that this | aw
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got passed in a | ame duck session. | nean | was -- |
had only been here about a nonth when the whol e thing
happened, and | was absolutely stunned that you were
able to pull it off, and | realized I working with
peopl e that were really dedicated to maki ng things
happen. It passed with the support of grass roots
efforts on behal f of those whose |ives have been
touched by pipeline tragedies. It passed with the
support of those who worked to protect our environnent.
And it passed with the support of the pipeline
i ndustry who stood tall, united and conmmtted to
pi peline safety and reliability.

Qur goal is a pipeline infrastructure that is
wort hy of the confidence of the Anerican peopl e.
Ameri cans expect that the pipelines that bring thema
| arge nmeasure of their quality of life, their nobility,
and the vibrant econony, will be reliable and safe.
Safety is the purpose of the gas pipeline integrity
managenent rule, and we and you know that. Safety is
sonmet hing that Secretary Mneta constantly rem nds us
is our first priority. W can dive down into the
details of the problem but we can't take our eye off
of safety.

From our view, we are very encouraged by the

prospects of inproving safety of the nation's
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pi pelines. Qur dedicated professionals have devel oped
a conprehensive and fl exi ble programto address al
threats to pipelines. The President and Congress have
given us a strong pipeline safety law. Across the

pi peline enterprise, state and federal governnent,

i ndustry and public, all of you here today, we are
resolved to find solutions that are effective and
efficient. It's one thing to inprove safety, but we
must do nore. We nust do all we can to assure
Anericans that they can |live safely with pipelines.

As we nmove forward, | know we'll have an
inmportant story to tell all of those people. Thank you
for bringing your energy, perspectives, and
participation here today and throughout the process. |
| ook forward to working with you.

M5. GERARD: Thank you, Sam Really
appreci ate your being here. So our purpose today is to
del ve nore deeply into technical, adm nistrative, and
econom c issues that stakehol ders have identified with
our proposal. What we've done is identified a
representative fromindustry, from state governnent,
and fromthe public to | ead off the discussion with an
overview fromtheir particular perspective. | want to
tell you that we are dedicated to having a ful

di scussion of the issues in light of what we | earned at
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the public neeting a couple weeks ago, and in |ight of
petitions, both fromthe public, and fromthe industry.
We have decided to extend the comment period 30 days,

and that notice went to the Federal Regi ster yesterday.

So if we don't get it all done today, we'll have yet
anot her public neeting.
We have our advisory commttee neeting in a

coupl e of weeks which technically is a public neeting,

but if we still need to have nore tinme for discussion
in a public setting, I"mconmtted to havi ng anot her
public neeting in April. But we can decide that as we
see how the discussion of the day goes on. | was real

interested to hear Sam use the word, the pipeline
enterprise. That's all of us. And | heard that word a
coupl e weeks ago when we were at the NTSB review ng our
performance, and getting the NISB' s take on our
approach to resolving a nunber of their

recommendations, and | was really surprised and excited
to hear them say that when they brief their intended
nom nee, the President's nomnee to be the new

Chai rman, our existing Adm nistrator, Ellen Engl eman,
they told her that according to their performance
nmeasures that the pipeline enterprise was the highest
perform ng node in transportation |last year. So |

think that's really a sign of the outcone of the
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dedi cation and the energy that the whol e pipeline
enterprise is bringing to discussing pipeline safety
probl ens and | ooking for the range of sol utions that
are the nost intelligent. And that's what we're here
today to do is to becone nore intelligent about the

i ssues associated with this proposal.

|"d like to see a show of hands just so we
know who's here. How many in the audi ence represent
pi peline operators? The clear ngjority. How many
contractors to pipeline industry? State governnent?
Good to see you. Representing the public? Wll, Rick,
you' ve got a big job. You ve got a big job ahead of
you. Ckay. Anybody wants to change sides and do Ri ck?

He could use sone help on his team Are there anybody
representing the nedia here? Ckay.

Now t hat we know who's here, | would like to
call for our first perspective, M. Dan Martin to give
sonme overvi ew of industry coments.

MR. MARTIN. Thank you, Stacey. Good
nmorning. | appreciate the opportunity to nake a few
comments here opening this norning, and kind of
hi ghlight for you sone of the itens that we plan to
have addressed today in the technical discussions |ater
on.

First off, | guess, as we're talking about
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the pipeline enterprise, I'mup here maki ng comrents
representing the NGA, AGA, and APGA. W' ve been
wor ki ng very cl osely over the |ast many nont hs,
reviewi ng the proposed rul enaki ng and the inpacts, and
doi ng the eval uati ons on how we can nake it better and
overall inprove pipeline safety.

But | want to back up and reiterate comrents
| made before, comrents that Sam touched on as well.
The pipeline industry is commtted to inproving
pi peline safety. W feel very strongly about that in
several areas, and we tal k about investnents. In ny
opi nion, we have made a | ot of investnents in the past
to inprove pipeline integrity. W are conmtted to
continue to nake those investnents. W' re nmaking those
i nvestments now, preparing systens, for ...ability if
you will, even though there's not a rulemaking that's
been approved yet. Various conpanies are nodifying
systens in anticipation of this, and we are al so
committed as we go forth to maki ng many nore
investnments to inprove pipeline integrity.

So | think fromthat perspective, we are
conmitted to continue to nake investnents, and as we'l|
see as we talk later, they are substantial investnents
to nodi fy our systens to neet sone of the requirenents

of the rul emaki ng.
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As far as research goes, the pipeline
industry is a very strong believer in research and
devel opnent, and have been over the nany, many years.
One of our key groups, the PRCI, celebrated its 50th
year this past year, and that's been one of the key
institutions we use for our research. W've put a |ot
of noney into that. That's voluntary funding. W also
| ook at co-funding opportunities. W continue to make
the investnents in research. W feel very strongly
techni cal based solutions are one way that we can
continue to inprove pipeline integrity and we're
committed to continue to nmake investnents in research

We have been involved in the OPS BAA
activities in review ng, being on those various groups
that are looking at the research. W're very excited
about sone of the opportunities we see com ng out of
t he BAAs, and further again, supporting the technical
basis for inproving pipeline safety.

The third itemon there was public policy
that's been touched on. W want to nake sure that the
publ i c understands we are commtted to inproving
pi peline safety. The various groups did send letters
to Secretary Mneta this past year supporting pipeline
safety bill -- legislation, and we continue to support

it at this point as well.
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The last two itens, one is education. That's
kind of a two way street. That's education for us to
understand the concerns of the public, of the
| egislators, of the regulators; and then also to
educat e those very groups on the inpacts of what
they' re proposing on the industry, but also what we are
al ready doing that may address sone of those concerns.

And the comunication is the same way, that we want to
make sure that we conmuni cate adequately in forunms |ike
this as to what we are doi ng, what we propose to do,
and the inmpact on any proposed regul ations, what it
woul d have on the industry and ultimately on the
consuners as wel .

So with that, we are continuing to be
commtted to the integrity rule, in getting it right.
That's one of our efforts here today, is to make sure
we touch on the points that the regul ators can
understand that we feel need to be considered,
reconsi dered, taking into account sone of the points we
plan to bring up to get it right. That we need to get
it right the first time as we go forward, as opposed to
coming in and nodifying it at a |ater date.

The other thing on the devel opnent, | think
is very inportant, is to understand exactly the intent,

the interpretation of what is being proposed. W need

Executive Court Reporters
(301) 565-0064



© 00 N oo o s~ wWw N P

N NN N NN R R R R R R R R R
gag A W N P O © 0o N oo 0o M W N - O

17

to make sure that we understand that as we're trying to
apply it to the inpact on our facilities, and how we
woul d actually inplenent it. Inplenentation is a big
piece as well. It's one thing to say, to do sonething
wi t hout understanding the inpact on the systens. An
exanpl e woul d be taking all the systens, you can't do
everything in a given year. | mean there's only so
much opportunity within a given year to do work on

pi peline safety wi thout inpacting sonething. You know,
potentially inpacting capacity, or throughput, or
deliverability to custoners in the winter tinme | don't
think is something that we want to do. And so | think
as we go forward, and you'll see in sone of the

techni cal presentations, while we feel we need to
understand the inpact and the interpretation on these
regul ati ons and requirenents.

Overall, the rule, we think, is very
conprehensive. It has the potential to be expensive,
but as | nentioned, the industry is commtted to nmake
nodi fications on the systens, to do what we need to do.

But then, you know, to get it right and to inpl enent
it, I think, is a key thing. The key take away today
is to listen to sone of the technical presentations
that 1'mgoing to summarize here in a nonment, but al

inall I think the rule is very well structured. W
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think there's just sone areas of nodification that we
woul d i ke to get our conments in today to make sure
that you take those into account in consideration as we
go forward in the com ng weeks.

What we' ve done is boiled down the technical
presentations. W'Il|l basically have six today. The
first one will be touching on refining the definition
of an HCA, the focus on the priorities, and sinplify
the determ nation. Again, another key thing here is
maki ng sure we all understand how this woul d be
defined. Definitions are key. And so that it can be
i mpl enent ed.

To back up and to talk about that just for a
monment, | think it's key to understand the
interpretations as we go forward and we devel op our
pl ans, and as the regulators cone in to review our
prograns to make sure we're in conpliance, we want to
make sure we don't have different interpretations on
what we need to be doing. W need to understand that
up front.

The second technical presentation will be
prevent the overlap of reinspection period on baseline
period causing additional capacity constraints. |
touched on that. W are conmitted to do the inline

i nspections, but we need to understand the true inpact
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on the natural gas infrastructure out there, and
ultimately on the consuner.

The third itemis utilize avail able research
and understandi ng for inspection requirenents bel ow
stress pipelines.

The fourth topic will be tal ki ng about
adopting the NASE external corrosion direct assessnent
standard and accept as an equival ent inspection mnethod
and clearly define confirmatory direct assessnent
nmet hodol ogy as well. Again, clearly understanding the
intent, and we have sone exanples we'll show on that.

Itemfive, utilize established technical
criteria for defect investigation and renedi ati on, and
clarify the applicability of inspection technologies to
det ect excavati on damage.

And then lastly, we will be touching on
clarifying the basis for pressure testing of the
vintage materials and systens.

Those are the six key areas that we would
like to discuss today in the public forum obviously,
as we submt comments. There may be sone ot her ones,
but we think these are the key take-aways today and
nmessages we want to deliver here. And then with that,
we' ve al so had sone work done by Mark Hereth from

Hartford Steam Boiler, and he's going to come up and
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talk a little bit about the environnmental and safety
i npacts as we see it today.

MR. HERETH. Good norning. The news of the
30 additional days is wel coned, especially in the
context of being able to | ook very carefully at the
envi ronmental and the safety inpacts, both froma
benefit standpoint and a cost standpoint. And |I'm
going to wal k through those briefly today, and give you
nore of a visual presentation of this as opposed to
t hrowi ng nunbers out.

And I'"mgoing to cover three of the areas
that Dan tal ked about initially. The first has to do
with the HCA definition, and if we take the HCA
definition that was pronul gated in August of 2002 and
| ook at that as the base case, and then work our way
across and | ook at what are -- if we nmake changes to
that -- we'll talk about that. Wat are the
incremental environmental costs that cone with that?
What are the increnmental environmental benefits that we
can look at? What are safety costs and then what are
safety benefits? The idea is that when we | ook at
change, let's consider both the benefit and the cost of
both to the environnment and to safety.

So if you go down and you | ook at our second

line there, that really shows the changes to the
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definition that were made in the NPRM that was issued
recently. And the concern, | think, froman
operational stand -- froman operator's standpoint, is
that the changes in the rule, while they are
conprehensive, and they are the kinds of things that
operat ors understand need to be addressed, the concern
is that they do increnent the environmental costs, and
it's not obvious fromthe analysis that we've done at
this point that we can see the environnmental benefit
that comes with that. And in a simlar way, in a
smal l er way, there is an increnent in safety cost
that's not clear -- and this is where there is going to
be nore discussion this afternoon about clarity in the
definition to hel p understand, so we can denonstrate
that there is clearly inprovenent in safety and

envi ronment al .

Now, one of the things that we're going to
see this afternoon when Darren Moore tal ks nore about
the HCA definition, because he's going to step back to
the year 2001 and really | ook at work that was
initiated in 1999, and the key is that the industry
devel oped a consequence-based approach, a technical -
based approach, using good, hard science that was then
val i dated usi ng actual incident data. And when we

| ooked and conpared t he consequence-based approach that
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was technical -based, and conpared that to the base
case, if you apply that kind of thinking and reasoni ng,
you actually can reduce environnmental cost, you can
i nprove environmental benefit, and you have the sane
effect wwth safety. |[If you inprove the safety benefit,
while at the sane tinme reducing the cost of the safety.
So we're going to get into details this afternoon to

show that. W want to show you visually that the
concern is, on the part of the operators, it's to
i nprove the benefit, both froma safety and
envi ronnmental standpoint, and to bring clarity into the
good work that's been done with the HCA definitions.

And then if you look at the nore recent work
that the industry has done follow ng the issuance of
the NPRM there has been additional focus and
addi ti onal work on the consequence-based approach. And
the proposals that you will see this afternoon really
of fer the opportunity to pick up things that were not
conceived in the industry's original work in the year
2001, and really going back to the beginning of the
year 2000. And what the industry is proposing, or the
operators are |ooking at doing today is to really add
to and provide a greater |evel of safety.

Then the second issue Dan tal ked about was

this potential for the overlap of a baseline and
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reassessnent period. And again, if we start with that
base case of being, in this case, Congress, and the
interpretation that nmany of us have seen is that -- and
Andy Drake will actually present this in sone
information this afternoon -- is that when we've
listened to staff, we've listened to press rel eases
from menbers of Congress, we see the nessage that the
idea is to conplete the baseline and then begin
reassessnment. However, the rule gives the inpression
that there's the intention of having an overlap of the
basel i ne and assessnent peri ods.

And so what we've done here is to contrast
cost and benefit for the environnent and froma safety
standpoint. |If you ook at the way the NPRMis set up,
it does -- it would have the effect, if you would
overlap the baseline and the reassessnment period, which
means you're going to have dual testing, or retesting
going on at the same tine you're trying to do your
basel ine work. You will have an increase in
environnmental costs and with not a commensurate
increase in benefit. You will have an increase in
safety costs, because you will be doing activities on a
nore rapid basis, and fromthe technical work that
we' ve done, and Andy Drake will talk about this this

afternoon, and the work that Patel's (ph) done | ooking
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at the technol ogy behind reassessnent intervals, there
really is no safety benefit. So the inportant thing is
the operators want to convey that there is value in

| ooki ng at streanmline processes, working through

i ssues, but there's got to be a good safety benefit
fromthe standpoint of inplenenting those.

And the final area is to really | ook at
confirmatory DA. And so the base case here is to | ook
at what -- as we heard earlier on -- the work of
nati onal consensus standards and ASME B31.8S, really
the integrity managenent standard laid out there, and
then the work that NACE did with direct assessment with
both external corrosion direct assessnent, the work
they' ve done with internal corrosion direct assessnent
and actually that they've undertaken with SCC, or
stress corrosion cracking direct assessnent.

If we then conpare that to what's done in the
NPRM this is a case where the NPRM has really done
sonet hing that's gone beyond, and done sone, what we
think are sone really good things froma standpoint of
provi di ng anot her option for operators, is wthout
really having an inpact of any significance from an
envi ronnment al standpoi nt, the NPRM proposes a
nmet hodol ogy whi ch actually reduces costs, but provides

the sane benefit. |In the spirit of what Secretary
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Mneta is conmmitted to doing, which is to find better
ways, nore innovative ways to do things, | think
operators are conmendi ng the agency for undertaking
this, for comng up with an innovative approach

The thing that you' |l hear about this
afternoon are sinple clarifications to what's been done
with CDA to help drive that through the nationa
consensus standards or international consensus
standards processes through NACE, and to reinforce what
you' ve proposed in the NPRM

The next thing I'd like to do is to tal k just
briefly about safety performance and how that fits into
the context. The thing that we al ways have to
recogni ze is where are we today on this journey that
started back in the 70's when regul ati ons were
initially inplenmented? Were are we in trying to
achieve? And the goal that's really been established
by the industry, by the industry |eadership, is the
goal of zero. And so what we want to do is work
t hrough how you can get there.

What you'll see as a part of the comrent
process, is a report devel oped by oursel ves and
Allegro. Allegro -- a worman naned Sheryl Trench does a
common report that cuts across oil, natural gas and gas

di stribution, so the nethodol ogy is consistent across
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each of the fornms of energy transportation. Yes, sir?

(question, off mke)

MR. HERETH:. Zero incidence, which would nean
zero injury and zero fatalities. Thank you. Good
guestion. And that is a conmtnent that has been nmade
by the executives.

I f you take and |l ook at drilling down into
the industry experience -- and this is for natural gas
transm ssion for a period of from'85 to 2001, and you
then | ook at the causes of incidents, you break it down
into third party damage, external corrosion, internal
corrosion, and the industry has taken a very extensive
effort to denonstrate and devel op a common set of
term nol ogy here so that we can drill down and | ook at
this historically over time. Wuat I'mgoing to do is
to take an exanple and wal k through this, because the
key is it's inmportant to understand your perfornmance
today so you can drive the integrity work to inprove,
using the right tools, whether that's inline
i nspection, hydrotesting -- hydro -- pressure testing
is what | really should call it, or direct assessnent,
for the conbination of threats that are applicable to
your pipeline, and then periodically go back and
eval uate your performance and make sure you' re naking

i nprovenents. Because if you're seeing a degradation
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in performance, you need to go back and revisit your
pl an.

As the progress is nmade towards zero --
again, that goal -- there is a need to have measures
al ong the way, and one of the things we wanted to do
was to step back and say well, what do other industries
do? Wat do ot her people do? And one such neasure is
6-sigma (ph), and this is the technique that's used in
the manufacturing industry in managed defects. The
drive there is to reduce error, to reduce defects to
one in a mllion.

So where are we in the context of what this
transportation enterprise and this pipeline enterprise
is endeavored into? Well, if we take the 310,000 mles
of transm ssion pipes that are out there today in
natural gas, and as we'll get into this afternoon, if
we consider that there are four circles, or four
corridors -- pipeline corridors within that mle, that
yields 1.24 mllion units to be managed in a year. W
take the 310,000 mles, there's four units within that
-- that's the way the class location is defined, with a
660 foot corridor you double that to 1320, divide that
into amle, that gives you four units per mle. That
says |'ve got a mllion and a quarter units that you're
trying to nmanage in this pipeline enterprise.
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(1 naudi bl e questi on)

MR. HERETH. But even if we go to the 660
foot corridor that exists in our class |ocations today,
and if we take that and apply it to the system that
gives you a quarter of 1320 feet. |If |I take a mle,
it's 5280 and | divide that by the 1320, incredibly,
its four. No round off. It's actually four. So what
that says is |'ve got four inpact zones in each mle
that 1'mtrying to nmanage. And you'll see this as we -
- if you think about the inpact circles or the class
| ocations, that's what we're really trying to manage is
to manage those areas along the system So if we say
that we start with that 310,000 mles, and we say we're
goi ng to manage those units, that says we' ve got a
mllion and a quarter units that we're trying to nanage
day in and day out, 365 days a year. Yes, inter- and
intra-transm ssion, thank you.

Now, let's take an exanple and work through

this. Let's take internal corrosion. You saw on the

list internal corrosion was one of the -- it's not the
| eadi ng cause, but it's up there. It's a significant
cause when you | ook at sheer nunbers. And in fact, it

turns out to be on average about three incidents per
year per |ine pipe.

If I then go back and | ook at those one and a
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gquarter mllion units that we're trying to manage day
in and day out in this pipeline enterprise, that yields
arate -- if I look at an incident as a defect or an
error, that's two incidents in a mllion. And if you
t hink back to our 6-Signma, that's | ooking and saying
that's two inamllion. Qur interimmeasure to get to
formzero is one in a mllion, and there's progress
been nmade. W're close to that goal. Nobody's -- the
operators are not saying they're giving up. You're not
saying you're giving up. But we wanted to provide that
because it's inportant to understand where we are today
so that when we put these new requirenents on, those
are the requirenents that are going to hel p us nake
that |ast increnent frombeing close to 6-Signma to
getting towards to 6-Sigma, and then ultimately to
zero. Yes.

M5. GERARD: Do you have any data, | nean
incidents are a lagging indicator. Do you have any
| eadi ng i ndi cator nunbers on defects found that m ght
be corrected to avoid ruptures? In ternms of historica
experience?

MR. HERETH. The answer is we don't have a
| ot of data that we can look at in a systematic way,
but in B31l.8S there have been a framework defined to

get those |leading indicators, and in fact, you' ve taken
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sone of those and enbraced those and you' ve taken the
four key ones and enbraced those in the NPRM and then
you have al so taken the nore prescriptive neasures, and
we commend you for doing this, | comrend you for doing
this froman outsider perspective -- you're |ooking and
saying let's look at the | eading measures as well as
the | aggi ng neasures. And we'll get that data over
time as people begin to get this testing going. Does
that hel p? Good. Thank you.

For the sake of tinme, I'"'mgoing to nove on
unl ess there's any ot her questions.

(Pause.)

M5. GERARD: Rick, would you be prepared if |
changed the order of the agenda, to just have a little
poi nt, counterpoint? Gay. Could you conme up next?

MR. KUPREW CZ: That puts ne on the spot.

M5. GERARD: Ckay, well let's -- we may need
alittle break. 1'd like to put Rick up next. Wy
don't we have just a stand up, stretch your |egs, don't
| eave the room because Rick can probably get hinself
set up pretty qui ck.

(Wher eupon, the hearing was off the record
for a brief period.)

MS. GERARD: There's been sone additional

attendance, and | just want to have anot her show of
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hands. How many people here representing the public?
How nmany people here fromthe nmedia? Okay. How many
peopl e here representing pipeline operators? How many
here representing state governnent? W |lost a few
there. W need you in the room W need to bal ance
the scales, state guys in the room How nmany peopl e
here are working with the pipeline industry as
contractors? GCkay, thank you

kay, | should say that. Thank you. How
many people here representing the O fice of Pipeline
Safety? O RSPA? Could you stand up? | want to nmake
sure everybody knows who you are. Okay. W' ve got a
couple regional directors -- there's Bill Gute, Chris
Weydel | (ph). We've got our mapping team sone of the
eastern region. MKke Israni is here who is the
architect of Gas IMP. Jeff Weiss, Program Devel opnent,
Li nda Daughterty, enforcenent officer; from TSI, Lane
Ml ler; Zack Barrett who is the inplenentation chief
for future enforcenent efforts for Gas I MP, and Pau
Wbod from CYCLA (ph).

Are there any federal agencies here, other
t han OPS- RSPA? FERC and NTSB, thank you. GCkay, did I
forget anybody who wants to be introduced? And you
are? Departnent of Justice. Thank you for joining us.

Anybody el se wants to be introduced? Trying to set an
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i nformal environnent here so that later in the day when
comments are nmade, | want ot her people to feel
confortabl e com ng up and doi ng poi nt-counterpoint so
we can all get as informed as possible.

kay, are we close? GCkay. I|I'mreally glad
t hat Sam Bonasso has the opportunity to get fully
entrenched in these issues. | see himfeverishly
t aki ng sonme notes over there and |I'm probably not going
to be able any of his questions |ater because there's
sone really good new material in these slides.

MR. KUPREW CZ: This is a good exanple, a
point here that | think we need to really underscore
what's going on here because the issue of high
consequence area and the rulemaking is going to rely on
sonme very sophisticated devel opi ng technol ogi es, things
i ke direct assessnent, inline inspection. The key
here is what you have in front of you is sonme of the
nost sophisticated technol ogy, conputer skills, and it
doesn't work. So it's good to apply that new
technol ogy, but the caveat here is, whether it be
inline inspection, sophisticated direct assessnent, or
ot her technol ogies that are out there being fostered to
us, the key here is, you have to have confidence that
it"s going to work. Don't over-stress to the public

sonet hing that you haven't proven yet and then find out
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that it didn't work, because the backlash fromthat can
be trenendous.

Wth that, we'll just go right ahead and pl ay
along. | can nake these slides available later on in
the public domain. Thank you again for the opportunity
to tal k about a very inportant rule that's being
pronul gated here. | just want to say here that the gas
integrity rule objectives, froma perspective that |
see here consistently, fall into four objectives.

Do we have cl ear Hi gh Consequence Area
definitions that everybody can reasonably understand?
Do we understand that the federal regulations set
m ni mum st andards, so as pi peline operators and owners,
these are the mni num st andards, even the perfornmance
standards, so there's nothing that says you can't
exceed those in areas that you feel are prudent. So we
see the regul atory process as setting a mninmum
whet her it be prescriptive or performance-based,
setting m ni mum gui del i nes that the public can have
confidence that the situations are under control

Do the regulations -- and the whol e objective
here, based on several recent events in the |ast
several years that have occurred, is we need to be
insured, or we need to reinstill in the public

confidence in very inmportant infrastructure in this
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country. ©Make no bones about it. R ght now, I
consistently see anxiety and concerns that well exceed
the issues regarding terrorism They see this
infrastructure in their back yards and they want to
feel confortable that it's under control

M5. GERARD: Rick, | didn't really introduce
you and where you're from

MR. KUPREW CZ: Hi.

M5. GERARD: Say where you're from

MR. KUPREW CZ: |'m from Washi ngton state.
|"mthe president of Accufax Incorporated. Wat we
basically are is a third party, independent
organi zation that assists parties in trying to
negoti ate issues related to pipeline. Qbviously, in
Washi ngton state we have the Bellinghamliquid pipeline
failure which initiated a lot of activity in that area,
and | operate across the US and Canada. Thank you,
Stacey, for hel ping nme out.

The | ast objective, the fourth objective is
we need to reaffirmthe industry's credibility with the
public in this country. | know many people here are
very positive, forthworth fol ks, but there is a problem
int his country regarding this critical infrastructure
and we've got to get a handle on sone of these

catastrophic failures. Gve ne a second here.
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Regardi ng the Hi gh Consequence Area
definitions, we have sone problens here. Regardless of
which side, if |I can characterize it that way, you're
on, we see general confusion the H gh Consequence Area.

There needs to be sone clarity, whether you' re an

i ndustry, the public, an inspection agency, or various
ot her players, as we go through the | atest High
Consequence Area rul emaking, there appears to be a
great deal of confusion. And | don't want to belittle
attorneys for making a living, but that kind of
confusion can really create problens for all sides, and
it's not putting resources in the best place if we're
trying to use |l egalese to understand a very sinple
concept. Now, we may not agree on the exact
definition, the final outcone of how many mles it
covers and whatever, but if we can't agree what the
definitionis, it's just fraught with all kinds of
problenms. And in the industry perspective, it just
generates trenmendous costs for these folks.

Because the last thing we want to see you is

taki ng an inspection programthat isn't going to really

be productive for you. 1 think that's a bona fide
public concern as well. So | was glad to hear this
nor ni ng about the need to be -- you know, efficient and

enterprise and all that. No one's trying to regulate
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you guys out of business. That's what | see
consistently fromthe public side of it, so there is an
under st andi ng of that process.

A positive note, we think, in the Hi gh
Consequence Area rul emaking, there was focus on
identified sites. W think that plays a very inportant
role in the definitions of H gh Consequence Areas, and
we see that as a positive step in getting clarity to
sonme of the past, shall we say |ess than strong,
regul ati on.

The Mbderate Risk Area, |I'Il get intoin a
m nute here, is confusing to many of us on this side of
the fence. It appears to be a last m nute change,
maybe a bona fide reason for it. W don't understand
it. Potential inpact circles is another issue | want
to tal k about real quick.

In the Hi gh Consequence Area definition, if I
coul d step back to these four major points | nmade
earlier, there are a couple issues here. As I
mentioned earlier, it's not only confusing to many in
the industry, but it's also confusing to the public.
And | get back to that credibility issue. If the
confusion runs ranpant, the credibility gap just gets
bi gger and bigger, and the anxiety levels go up. And

that serves no purpose for this country, or for the
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infrastructure. In ny sinple way of |ooking at things,
t he Hi gh Consequence Area definition should pass what |
call the sinple logic diagramtest. It should fit on
one little piece of paper, and if you want to call it a
| ogic diagram or a flow diagram you should be able to
just go down through it and say okay, | understand this
concept. | rmay not agree with the full definition and
what it covers, but | understand it covers this, and it
covers this, and it covers this. Gentlenen can agree
to disagree, but if they can't agree on what they're
agreeing on, we're in real trouble. And that's what |
hear, and there's nmany -- a vast group here fromthe
industry that | think are all shaking their heads, yes.

That in itself should be a flag. And I think the 30
day effort here, the extension, is a positive step, a
very positive step.

| f the Hi gh Consequence Area definition is

not clear, the rest of the integrity managenent
regulation is just an expensive distraction. It's
going to take a ot of resources. It's not going to
satisfy any of the public or the industry's standards,
and we're going to spend a |ot of effort maybe not
goi ng very productively forward. So we need to
underscore the fact that the Hi gh Consequence Area

definition needs to be clarified.
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Junping to the identified sites here. As |
mentioned earlier, it's key to gaining the public's
confidence. 1It's probably one of the nost inportant
areas in the H gh Consequence Area definition, from our
perspective. W believe that it covers areas in the
Class 1 and Cass 2. W think that's an inportant
concept. W didn't say it covers all areas, or even
the majority of areas in Class 1 and Cass 2. W think
that the identified sites provide clear focus on what
we call the unsheltered risk individuals, which has
tended to be an area of |less significance in past
regul ations and we think this is a very positive step
and want to reinforce that effort.

M5. DAUGHERTY: \What's an exanpl e of
unshel tered public areas?

MR KUPREW CZ: Carlsbad -- individuals were
outside. Wen you're getting into the heat flux zones

and you're not sheltered, you don't have a |lot of tine.

W commend also the identified sites in that
it's addressing issues -- hard to evacuate buildings --
that's a regional approach. The issue that probably is
being westled with with nenbers of the industry is it
al so addresses where peopl e congregate. You know,

what's that mean? And |I've seen many players to argue,
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well, it's -- we've got 20 people and 50 days, that's
not enough. And |I've seen others that say that should
be bigger. But we can disagree about what the exact
definition should be, but the concept's inportant. So
we want to reinforce those efforts within the OPS. W
think that's a positive step.

Back to the Mdderate Risk Areas. W're
having a hard tinme understanding this. Sone in the
i ndustry are having a hard tine understanding this.

Qur reaction is that the Mdderate Ri sk Area conflicts
with the Hi gh Consequence Area objectives. Froma

per ception perspective, it's going to be hard to
explain to people why Mdderate R sk Areas are excl uding
certain areas of Class 3 and Class 4. W think the
Moderate Ri sk Area overly conplicates and confuses the
Hi gh Consequence Area definitions. |It's not going to
be well received by the public, and at this tinme, we
cannot support the Mobderate Ri sk Area concept.

In the definitions related to High
Consequence Area, the animal called "potential inpact
circle" -- we think this can be easily resol ved, but we
believe there's sone clarification needed to insure, as
we believe OPS intended, that this covers all C asses
and in the wording of the potential inpact circle,

again, it's probably very clear to the people who
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authored it, but froma third party perspective,
reading this and trying to avoid | egal ese and

m sinterpretation, circle of radius, or threshold
radi us seenmed to be interchanged. And we think they
mean sonething different. So we ask soneone to | ook at
those. It's one or the other. Wich oneis it? So
we'd say in the potential inpact circle, we think you
mean threshold radius, and so that can be easily

resol ved and clarifi ed.

| need to take a couple of mnutes to talk
about sone other gas integrity managenent rul e issues
as aresult -- that are comng out of the result of
sonme of the efforts that everybody's been working on
productively in the |ast couple years. Specifically,
there'll be three areas -- what we call pipeline citing
and nodification issues, the nmyth of integrity
managenent, and perfornmance nmeasures and ri sk
managenent .

On pipeline citing nodifications, |'ve run
across in the last six nonths -- and this is kind of
sonething that's evolved as a result of High
Consequence Area definitions, so this is nore of a
heads up for all the folks in the room The potenti al
i npact radius cal cul ations, the C FER studies and

what ever, from our perspective, are enpirica
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devel opnents we think are very positive steps and we
support this concept for devel opnent of a tool that
shoul d advi se or assi st managenent or pipeline nmanagers
on what areas of their pipeline they should be | ooking
at with a higher degree of scrutiny.

We do not believe the potential inpact radius
shoul d be used as a citing tool. |[|'ve run across a
coupl e situations, not in Washington state, where very
eager conpanies tried to add new i nfrastructure, either
new pi peline or conpressor stations or whatever, are
citing the potential inpact radius as a reason for
citing the equipnent in very sensitive infrastructure.

"1l go even beyond the H gh Consequence Area and cal
it very sensitive. Again, we support the concept of
the -- of using this correlation, enpirical correlation
for screening, but not for citing. W advise that if
when you're getting -- if you're in a situation where
you have to encroach into these very sensitive areas,
you use nore sophisticated engineering tools that are
out there, that go beyond this enpirical correlation.

A classic exanple -- | need to use this case
and don't want to do it to ... folks, but it's just
true. The Carlsbad situation where 12 peopl e died,
were outside the threshold radius zone. The public

under st ands t hat .
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On the myth of integrity nmanagenent. W
believe integrity managenment plays an inportant role
and we support the devel opnment of this regul ation.
We've got to caution however, that as managers of
corporations, you can get so much energy focused into
integrity managenent tools and concepts -- we're going
to hear a | ot of discussion today about this -- but
integrity managenent is not a caveat for other issues
that are required in proper operation or prudent
operation of a pipeline conpany. Keep your eye focused
on the operation and the nmanagenment processes that
serve historically as checks and bal ances. Integrity
managenent plays an inportant tool in insuring the
safety of these pipeline -- this inportant pipeline
infrastructure, but if you go and focus in the extrene
just on that, believing that you now can abusively
operate your pipeline, you' re setting your executive
teamup and you don't really want to be doing that.

The other side of this coinis integrity
managenent does not advocate or excuse poor risk
managenent processes. W support the risk managenent
concept, the performance-based concept that the
industry is advocating. W think that's a proven
process. Integrity managenent serves as an inportant

tool to serve those processes, however, if you' re not
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maki ng the right risk managenent calls, this tool can
still get you into trouble.

Wth that said and done, we've got sone key
i ssues and questions for discussion at this neeting
today, so | appreciate your noving ne up forward, even
t hough the technology isn't worth a darn.

M5. GERARD: |'mreally sorry --

MR. KUPREW CZ: That's ny fault for not
getting here earlier, but the foll ow ng questions,

t hi nk, need to be addressed or concerned or answered
today, or at |east before the final regulation is
pronmul gated. Does the H gh Consequence Area definition
pass the sinple logic diagramtest? 1 think we can
reach consensus in this roomthat we need to get this
issue, we need to get this clear. It serves no purpose
for lack of clarity. W may not agree on the final
definition, what it covers, but if we can't agree on
the clarity, we've promnul gated bad regul ati ons.

This is another issue that 1'd like to
understand in this process, is what percentage of
pipeline mles are going to be H gh Consequence Area
once we figure out what that definition is? And of
those pipeline mles, what's the breakdown by C ass?
We're not | ooking for 50 percent, 30 percent, 20

percent, or 90 percent Hi gh Consequence Area
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definition. W're just using that as a gauge to

under stand how much effort is really going to be spent
here by these conpanies in the next 20 or 30 years.
It's a good reality check. |It's a question that's
going to come up so let's just answer it right up
front.

Anot her question |I'd ask the operators, are
we trying to promnul gate good regul ati ons but we may
have one of those unpredictable outconmes that nobody
may want. Are we inadvertently driving pipeline
infrastructure in H gh Consequence Areas or sensitive
areas towards small er dianeter pipelines that are |ess
efficient, and getting the smaller dianeter, are we
i nadvertently driving to exotic higher pressures? And
if we are, then I'd ask everybody to step back and say,
we are creating the illusion of safety here because as
pipeliners, I"msure vigor is nore efficient, and no
one is trying to get you away fromthat process. |
think that's a positive step.

So | want to be careful. A |ess experienced
person could think, we need to put in smaller Iines and
go in the 2000-3000 pressure range with nore exotic
nmetals. Because now you're -- it's an illusion of
safety.

What performance netrics are subject to
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review? This is an issue that's going to get batted
around, and we're not going to resolve it today, but
"Il leave it as a question.

And again, the |ast question would be, on the
final rule timng. W support the efforts that
everybody's working hard the | ast couple years. 30
days we shoul d be able to reach consensus on what the
definition should be. W think the H gh Consequence
Area definition is the nost inportant issue in this.
The other details can conme along. And we comend OPS.

They set up four paraneters for testing -- pressure
testing, inline inspection, direct assessnent, and
other -- and we |ike the concept of other because we
see this as a positive step. Because in America, it's
i nnovation that drives, and so we understand the
inmportant role that OPS plays in trying to drive
additional innovations that results in efficiencies in
cost and inproved safety all the way around. And we
don't want to close that opportunity. That's all
have for now.

M5. GERARD: Wit Rick, | have a couple of
guestions for you. On the issue of what percentage of
the pipeline is HCA was that your question?

MR. KUPREW CZ: Yes, what percentage of the

gas transm ssion pipeline -- the 300,000, 310,000
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mles. Are we talking -- well, when we've finished
with the Hi gh Consequence rul enaking, are we at ten
percent, five percent, 30 percent, 50 percent? And
then roughly -- again, these aren't exact nunbers,
we're not | ooking for that -- and then what does that
break down by C ass area?

M5. GERARD: Would you think it is relevant
what percentage of the population living near the
pipeline is protected? | mean, you know, the --
| ooki ng at the consequence issue here, what we're
focused on is really defining what is H gh Consequence,
and | have concern about |ooking at it just in ternms of
m | eage.

MR KUPREWCZ: That's a detail. | have no
problemw th adding the detail, I'mjust |ooking at
this as a first series of questions, and if you want to
go into greater detail, that's fine. But | think the
average person, trying to westle with the credibility
i ssue and are we noving forward in a progressive
manner, their first question is going to be what am!|l
addressi ng? Understanding that they're going to
believe that C ass neans hi gher popul ati on densities.
So you can explain that to an average guy in nore
detail. Most of themwon't listen for the detail, they

just won't understand. | nmean that's the way nost --
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you know, sound bite era where everybody wants to hear
the first question. So | just say that's the first
guestion that | want to ask, and then you want to bring
the clarifier in, the classification or the popul ation
dat a.

But it's a good reality check in the sense of
-- you know, bad regul ation here, bad interpretation,
could cost this industry nmany tens of billions of
dol | ars over the next several decades, and nobody wants
to do that. Nobody's wanting to make this an | ess
efficient process. So this is areality check to
understand -- are we -- you know, is this going to get
really out of hand or is this right in the ball park?

M5. GERARD: | wanted to ask a question --
you cone froma community where there is very active
citizen groups who are | ooking at the pipeline issues,
and did you have an opportunity before comng to this
nmeeting to discuss the issues you were going to raise
with a broader group of people, or are these just your
personal views?

MR. KUPREW CZ: Mbst of these are ny
personal, but | did have a chance to discuss it with
several of the nore opinionated -- 1'Il be very candi d.

There's a tug-of-war going on between prescription and

performance. M personal viewis | have no problem
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with performance as long as there are other qualifiers.
There is an internal struggle going on there. It is
back to this credibility and trust issue, and |I'd say
you can't pronul gate regul ati on where you're catching
every situation

M5. GERARD: Were you confortable with the
criteria we proposed in the rule for qualification, for
t he perfornmance approach?

MR. KUPREW CZ: Yes. There are a couple
unknowns there. One is -- you know the devil's in the
details in terns of performance. B31.8S kind of gives
you a road map. You don't have to necessarily follow
it conpletely. The other thing, and I think this has
come up in some other neetings, the issue of national
security and what can you disclose is -- you know,
where's the reality check. If you're going to
per formance based, again there's two schools in that
canp. There's an extrene canp that wants to know
everyt hi ng about every anomaly in your pipeline, know
everyt hi ng about your business. That's one extrene.
Then there's the other side that says, well, wait a
m nute, we just want to understand that they've got the
ri ght managenment processes, they're operating and
following their design conditions and they're follow ng

reasonabl e performance neasures. So |'d say those are
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the two extremes. And in all rule making, extrenes
don't tend to work out. They tend to work the
conprom se

As you try -- and it may be very honest,
meani ngf ul national security issues in some situations,
but it cones across as, we're trying to hide sone of
the inmportant issues regarding do we have confidence in
t he managenent process. So there's the bal ancing act
t hat needs to happen here. | caution and advise -- ny
personal opinion is very seldomdo | need to know all
the details about a conpany when | get in and |look at a
a conpany. | just need -- there are certain flags that
you can see and as inspectors, you fol ks | ook for them
as well. Very seldomdo you need all the details, or
all the anomalies, what kind are they? Wat kind of
pi gs are you runni ng, whatever.

M5. GERARD: | appreciate your comrents and
| just want to nake sure you understand that just
because we called you up early in the day doesn't nean
that that's the | ast we expect to hear from you today.

MR. KUPREW CZ: | amnot normally shy. Thank
you for the time. Any other questions?

M5. GERARD: Phil, identify yourself for the
transcri ber.

MR SHER (OFf mike.)
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MR. KUPREW CZ: Excuse ne, what was your nane
again? Philip Sher, okay, thank you.

M5. CERARD: State of Connecti cut.

MR. KUPREW CZ: State of Connecticut. W
have a recorder up here.

MR. SHER: (question off m ke)

MR. KUPREW CZ: Yes, nore engineering
anal ysis for very sensitive areas. The super analysis
is an honest attenpt to try to nake a first pass cut of
rational zones using neasured paraneters, and the
paranmeters they use are the pipe -- nom nal dianeter,

t he maxi mum al | owabl e operating pressure. Wen you

| ook at nore detailed -- | won't say bl ast clouds, but
flame fronts and whatever, you al so have to work on
several other variables, so there are nore detail ed.

For integrity managenent, it would be very difficult to
apply these, but on a site-specific situation, you get
into these.

It isn't a nodeling, it's an engineering
approach, and it usually captures things like tinme to
ignition. Time to ignition sets then the thousands of
pounds of fuel before ignition, so the problemwth
time of ignition is, as anybody can tell you, in
rupture scenarios, it can vary considerably. But if

you're in a very sensitive area, you need to | ook at
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the realistic factor. Thank you.

M5. GERARD: When you have questions, please
pick up the mke and identify yourself for the public
transcript. Any other questions for this presenter?
kay, Rick, thanks very much, and we will be able to
get your slides up on the website.

MR. KUPREW CZ: Sure, no problem

MS. GERARD: Back on our schedule, | wanted
to have a brief explanation from Barbara Betsock about
interpretation of the legislation as it relates to one
of the issues in the industry presentation. This is
the issue of -- Andy, Barb's going to speak to the
i ssue of the second issue on your slide, the ability to
control the schedule of the baseline and the retesting
interval, and whether there's opportunity there to nake
any changes.

M5. BETSOCK: Good norning. Wen we | ook at
the statute, the first thing that is apparent is we
were really looking at risk. And we felt that very
strongly as we were working through the regul ation on
it. Wen the statute passed, we didn't see that we
needed to make huge changes to the approaches we were
taking, but it is apparent that what Congress was
aimng at was to make sure that we addressed the

hi ghest risks, and that we provided protection to the
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appropri ate areas.

As a result, we didn't |look at the
Congr essi onal | anguage, where they put in ten years and
seven year periods as being anything different from
what the plain neaning is in the statute. W |ooked at
the | anguage, and if you look at it, it says it's
m ni mum requi rements. What the agency is to do is to
establish requirenments for integrity managenent and
anong the m ninumrequirenents are that the baseline be
done within ten years, not later than ten years is the
preci se | anguage that's used. That's not establishing
-- that's establishing an outer limt for that
basel i ne, not an absolute tine.

Therefore, our proposed regul ati on has sone
variables in it for when you are to do the baseline.
In addition, the statute says that the highest risk
facilities are to be subjected to a baseline assessnent
within five years. The statute goes on to say that
m ni mum requi renments include reassessnent of these sane
facilities within seven years, and the | anguage is, at
a mni mum of once every seven years. The |anguage is
precise: at a m ninum

It's very hard for us to see this | anguage as
anyt hing but what it seens to us to be pretty plain,

and that is that if you have a very high risk facility,
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you may have to do your baseline assessnent in two
years, and a reassessnent in seven. There is sone
flexibility in our proposed rule on what the
reassessnment is, but we don't think we would neet the
requi renents of the statute if we read it any other
way.

Now we do invite comments. |If you see any --
we understand i ndustry has some concerns about this and
thinks that they read it differently, and we certainly
invite any comments on the | anguage of the statute and
recogni ze that statutes can change if indeed we find
that that is a major problem and we're wong on that,
it is possible a statute could change. But right now,
that is how we read it. As | say, we wll take
comments on the | anguage of the statute where you may
see sonme anbiguity that we're mssing. It's not cast
in concrete, our opinion, but we need -- it really
needs to be pointed out, the anbiguities. Thank you.

M5. GERARD: Wit a mnute, Barbara. Any
guestions? Identify yourself, sir.

MR. BI ANCARTY: Paul Biancarty, Duke Energy

Corporation. Barbara, | think I understand what you're
sayi ng about the plain | anguage. |'mwondering if
you' ve got sone legislative history? | notice that

there's not been a conference report published, to ny
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know edge, since the Decenber 17th enactnent. [|'m
wondering if you know of any -- maybe Stacey m ght know
-- whether there's sone ot her |anguage somewhere that
woul d throw light on this question of what was intended
when the | egislation was prepared?

M5. BETSOCK: Well, you only get, Paul, you
only get to that language if you find an anmbiguity in
the statutory | anguage. The law is pretty clear that
the plain neaning of the | aw governs. \Wat Congress
voted into law counts. Conmittee reports, colloquies
by nenbers, those things you only reach if there's
anbiguity. So we need to find the anbiguity first.
|"'mnot aware of any legislative history that really is
contrary to this except sone colloquy by one nenber,
and that isn't even on the floor.

MR. BI ANCARTY: |Is there any report that is
likely to be published subsequent to the previous
reports? | nmean this |egislation has been going on for
quite sone tinme. | know there is an old conference
report, but do you know if there's going to be anything
publ i shed that would reflect nore directly on the
Decenber action?

M5. BETSOCK: We have not heard of anything
el se being published, but that doesn't nean it won't

happen.
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MR BI ANCARTY: Thanks.

M5. GERARD: Any ot her questions for Barbara
Bet sock? Thanks, Barbara. Qur next presenter wll be
M ke Israni who's with the Ofice of Pipeline Safety,
and he is the architect of this proposal. Mke's going
to give a brief overview. This portion is just on High
Consequence Areas.

MR ISRANI: | want to take just five m nutes
to set up the conputer.

M5. GERARD: Wiy don't we take a five mnute
br eak.

(Wher eupon, the hearing was off the record
for a 15 mnute period.)

M5. GERARD: We're changing the format a
little bit to get the dialogue going in alittle bit
nore fluid way, so we've called up a cross section of
representatives here. |If there's a state guy who wants
to come forward and get near the mke, | want to make
sure that we have everybody comrenti ng on everybody's
point of view here. | think that will help elimnate
the situation. Were is JimAnderson? Conme up here.

MR ISRANI: Ckay, I'mMke Israni. 1'mthe
Program Manager for Pipeline Integrity Managenent.
Sitting next to ne is Daren Moore from Tennessee

Pi peline. And we have Andy Drake from Duke Energy, and
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we have M. Anderson representing the state of North
Carolina, and we have Zack Barrett from our Western
Regi on, but he'll be our integrity nmanagenent

i npl enentation | eader for the gas integrity nmanagenent
group; and we have Linda Daughterty who's our

enforcenment officer in the Ofice of Pipeline Safety,

and finally we have R ck Kuprewicz -- | shouldn't
forget his name -- fromthe public, from Washi ngton
st at e.

| offer this integrity managenent rule and
the teamwith ... chief counsel's office and devel oped
input fromall sources. [|I'mnot at all surprised what
| "' m hearing about the H gh Consequence Area confusion.
This is what happens when you try to bring a bal ance
of industry, public, and regulators into a rul emaki ng
where everybody has their strong views. |'mhere to
comuni cate what is in the rule, the proposed rule, and
why it is there. |I'mhere to clarify, not interpret,

rules for youu And I'mgoing to listen to your issues,

and we are taking notes and we'll try to work on those.
In the norning session, |'mgoing to present
H gh Consequence Area. In the afternoon session, |I'm

going to tal k about integrity managenent requirenents
in those H gh Consequence Areas.

So I"'mgoing to start with our main goals.
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Qur main goals are to inprove public safety and provide
i ncreased assurance to the public. And we'd also like
to accelerate the integrity assessnent of the pipelines
in the H gh Consequence Areas. Sonme of our operators
have al ready been doi ng assessnent of the pipeline.
This will accelerate the process. And for those who
have been not doing it, this will require themto do it
on a periodic basis as we have called out in the rule.
W also like to inprove integrity managenent
systens within the conpanies. Some conpani es al ready
have a mature integrity managenent program and by this
rule we would like to bring uniformty so that all the
conpanies, all of the integrity managenent prograns are
in accordance with our elements. They will devel op
their integrity managenent prograns and they wl|
follow And finally, we would like to inprove
government's role in validating integrity managenent.
This is where we have the H gh Consequence
Area in the rule -- final rule that we issued on August
6th, |ast year. Four conponents of the High
Consequence Areas. First of all, I'd like to say that
t he Hi gh Consequence Areas for the gas and the liquid
rule are different, because gas and the liquid are
different entities, with different physical properties.

Their inmpact is going to be different. Gas being
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l[ighter, it will rise up. Gas, indeed, when the

pi peline ruptures and gas | eaks and gets ignited, it
will flame up farther. Inpact of the flanme of fire is
l[imted as conpared to liquid. Liquid can flowto the
streans and have an inpact in a |arge area.

The four conponents that we are including in
t he Hi gh Consequence Area. The first one is Class 3
and 4 locations. Wy the Cass 3 and 4 | ocations?
Currently in our regulations, Part 192, Cass 3 and 4
| ocations are defined as popul ated areas. This
i nformati on has been in the books for 30 years, has
been in the ASME B31.8 standard for 30 years, and we
chose Class 3 and 4 | ocations because we believe that
i ndustry already has the data on this information, so
this will mnimze the work for them having to go out
and relocate all the people in the residential areas
falling in the 660 foot zone that Class 3 has the
corridor limts -- 660 feet on either side of the
pi pel i ne.

"Il go to the third conmponent here, the
building or facility having persons whoa re difficult
to evacuate. Wien we decided to wite the integrity
managenent rule, we wanted to go beyond what currently
Class 3 and 4 locations will control. W wanted to

include these facilities |ike hospitals, schools,
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nur si ng homes, prisons, which are not covered
previously. If they were falling within the d ass
locations it was fine, but if these facilities were in
Class 1 and 2 | ocations, we wanted to include them

Qur goal was to inprove safety or existing
regul ati ons, and we al so wanted to add pl aces where
peopl e congregate, such as playgrounds, canping
grounds, recreational facilities. Currently we have
this requirenment in the regulations, but it is limted
to only 300 foot corridor, and by this rul emaki ng, we
expanded that to go beyond 300 feet, to go up to 660 or
even 1000 feet.

For each and every elenent, |'m going to show
you sone di agrans and sketches to clarify things for
you before | answer any questi ons.

In this slide, the very first conponent on
the top that you see is the fifth H gh Consequence Area
that we added in the proposed rule that got published
on January 28th. This conponent represents residential
areas which are beyond 660 feet, which were not picked
up in the original H gh Consequence Area final rule
that we issued on August 6th |last year. So we wanted
to pick up those areas because inpact can be felt that
far, and we have had evidence, in places |ike New

Jersey -- Edison, New Jersey, where the inpact was felt
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beyond 660 feet, and there are other incidents where

i npact has gone beyond that limt. So we wanted to add
this conmponent of residential areas which are |ocated -
- this would include the areas which are outside of
Class 3 and 4 locations, neaning in Cass 1 and 2 in
areas where the housing is | ocated beyond 660 feet.

We use this 20 building or nore factor within
1000 feet, purely mathematical derivation from-- using
the sane density that we currently use in the dass 3
| ocation. 46 buildings in a mle by quarter mle
rectangle will be the equivalent to 20 buildings in a
circle of 1000 di aneter.

We al so introduce Potential Inpact G rcles
and Radi us and Threshold Radius -- and I"'mgoing to
clarify what those are and why we are introducing
those. The first one is Potential |Inpact Radius. Here
we used the C FER equation, which is .69 square root of
pressure tinmes dianeter squared, and that's in the ASME
B31.8 standard. We're using the sane C FER equation as
our base equati on.

And we want to add a safety margin to that
equation, and that's why we chose to use Threshold
Radi us. Wiy we did that? Because C FER equation has a
good record -- they have actually seen the expl osion

di stances and neasured, using their nathemati cal
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cal cul ations, and found that they have pretty nuch laid
the footprint of the explosion, but there are stil
sonme assunptions within the C FER equation, and we
wanted to take care of those by adding safety margin.
There are other reasons too. The tinme is very slanted,
and if your pipeline is running like this, and if the
pi peline ruptures, your explosion footprint will be
| onger than what C FER cal cul ates. That's because of
the flame, which is higher, will obviously go above
ground. So the safety margin will take care of sone of
t hese smal |l things.

Potential Inpact Crcles that we use in this
for the inpact zones, was based on the Threshold
Radi us, meani ng C FER equation many use, you cal cul ated
what radius is, we added a safety margin to cone to
Threshol d Radi us, and that radius to be used to
determne the circles, Potential Inpact Crcles. So we
define Potential Inpact Crcle as one which has 20 or
nore buildings within a circle of threshold radius of
1000 feet. O the Potential Inpact Crcle is one which
has hard to evacuate places in all these three
corridors, or places where people gather.

Potential Inpact Zone is sliding the
Potential Inpact Circle along the pipeline.

And now the good part. |'mgoing to show you
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di agrams so you can understand each and every conponent
very clearly. The very first component was cl ass
| ocation. Class 3 and 4 are Hi gh Consequence Areas by
definition. Cass 3 location is defined as one
continuous line of a pipeline with 46 buildings in a
660 feet on either side of the pipeline corridor. So
you have a rectangle with 46 buildings, that becones a
Class 3 location. Class 4 location is where four story
or higher buildings per the line. So I shown you sone
in the diagramhere, all these Class 3 and 4 | ocations
-- they're down there. This is very sinple, sinple
conbi nations. There are so many different scenarios
for class locations, but this is just gives you sort of
a rough picture of what Cass 3 or Cass 4 |ocations
are.

This one slide gives you all the conponents
that we have in the H gh Consequence Areas. W'l
start fromthe left hand side, Class 3 locations. As
you see, this one covers all those 46 buildings in the
one continuous mle. This is one conponent, and we
have Class 4 locations as well as a H gh Consequence
Area. This is a new conmponent that we added in the
proposed rule. Residential areas which are beyond 660
feet which happen to fall in Cass 1 and 2 | ocation,

whi ch were not picked up originally in the Hi gh
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Consequence Area, the final rule that we put out. So
this proposed rule adds that to the original High
Consequence Area conponent. And how do you -- we do
not see this residential area to be in one continuous
mle as the Class location is. So therefore, we use
this by using the Threshol d Radi us and the | npact
Circle to determne, and we think if 20 buildings
falling in a circle of 1000 feet, then that becones a
H gh Consequence Area.

Not all operators will have to worry about
this conmponent if their pipeline damage and pressures
woul d never have an inpact that would go that far.
Only those operators which have | arger dianeter
pi pelines, nostly rule upon this if you have greater
than 30 inch diameter pipelines and nore than 1000
pound pressure, you will have to consider this factor.

There will be some cases where pipeline is 30 inches
or even less and really, really high pressure, you
could reach that inpact zone, but very unlikely.

Then we have shown on this slide, by exanple
here, the prison which is hard to evacuate, churches or
pl aygrounds which is falling under the places where
peopl e gather, and are hard to evacuate. |'ve shown
the distances that these can fall in any of those

corridors, depending on the pipe dianeter and pressure,
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and it may or nmay not apply to all pipeline operators
dependi ng on the pipeline diameter and pressure.

This is one exanple of how an operator w ||
determ ne how nuch of the pipeline segnent is going to
be affecting the H gh Consequence Area. For exanpl e,
if you have a prison |located 400 feet froma pipeline;
your pipeline dianeter is this, pressure is this. |If
you cal cul ate, using C FER equation, your potenti al
impact radius is 468 feet. W are adding the safety
margin and bringing it to 660 feet corridor. And this
660 feet, as | say, originally be in the proposed rule
we have -- in the Hi gh Consequence Area rule as well as
in the proposed rule, we have put these three
corridors: 300 feet, 660 feet, and 1000 point nore for
uniformty, nmore for sinplicity, and also to take care
of sone safety margin.

So if you are falling anywhere above 300
feet, but less than 660 feet, you use 660 foot
corridor, and that's how we have proposed in the rule.

So the 660 foot threshold radius, if you draw a
circle, you will see the area ... the pipeline, and
t hat pipeline beconmes your H gh Consequence Area
segnent of the pipeline. This is one way of

determ ning the pipeline segnment that will affect the

Hi gh Consequence Area.
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Second nethod for doing that, by sliding an
inmpact circle. You will get the same results, but this
is another way to do it. |If you draw the inpact circle
usi ng your Potential Inpact Radius CFER, which in this
exanple |I've shown 655, and then your threshol d radius,
660, you adopt 660 for circle and you keep draw ng the
circle unless you' ve got the point that is closest to
the pipeline, and then the other end -- so this becones
your zone, what we call Potential |npact Zone.
Simlarly, if you have sonething on this side, your
zone is going to be a rectangl e.

Also | have shown on the diagramthat we have
i ncl uded residential areas which are beyond 660 feet,
and here is a good diagramto indicate how we have
pi cked up -- what we nean. So if your residential
area, if you have 20 or nore buil dings |ocated such as
they are nostly falling beyond 660 feet, for this
particular illustration, you see there are only about
three or five building which fall within the 660 feet,
so it would not fall in the Cass 3 |ocation, even if
you had a quite concentrated residential area. But if
your pipeline dianeter is |arge enough, the Potenti al
| mpact is going to be much higher, and if you get 20
buildings in a circle, that becomes an HCA.

This was -- | picked up this gauge fromthe
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C- FER nodel report. And here |I've shown how you can
determ ne the threshold radius. For exanple, if there
is a 12 inch pipeline dianeter, and your pipeline
pressure is 800, your Potential Inpact Area is close to
150. So we are using -- instead of the 150, we are
using 300 for threshold because we are using only three
corridors, 300 feet, 660 feet, 1000 feet as | said
earlier. So in this case, you see for a 12 inch

pi peline up to 1400 pressure, you will never get beyond
300 feet. W are using the sane threshold, 300 feet in
this case. If you're a 24 inch pipeline, and your 1000
pound pressure, your Potential Inpact Area is going to
450 or 480, so you're using 660 foot threshold. That's
how we are showi ng the sinplest case, how to determ ne
t hreshol d radi us.

Once you know t hreshol d radius, then you draw
the inmpact circle using that threshold radius, and you
determ ne your segnent.

Caution here about what is Mderate Risk
Areas -- and this was introduced in the |ast mnute,
what's causing the confusion. Here's just one
illustration, one exanple, of how Mdderate R sk Areas
can be used. If you go the sliding mle circle -- the
sliding mle definition of Class 3 |ocation as we

currently have in Part 192, and while we are
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considering as a part of Hi gh Consequence Area, and if
you get building scenario |like this, you have this
entire area as a Cass 3 |ocation because you -- if you
slide this anywhere, you get 46 buildings. So the
situation was happeni ng that you have only a coupl e of
buil dings -- one or two buildings on this side, the
majority of the buildings are clustered here. So then
this part beconmes Mdderate R sk Area. Wat we nmean by
it isif an area, falling within the H gh Consequence
Area in the broad definition, but has a | ess inpact as
conpared to this cluster of hones which we call High
Consequence Area. So under the proposed rule, we are
saying in the Mdderate Ri sk Area you have nore
flexibility, you have longer intervals for testing.
Wher eas H gh Consequence Areas we are giving you ten
years for baseline; for Mdderate Risk Area, we're
giving you 13 years for baseline.

Unfortunately, | can't show you this clearly,
but I was trying to show, for exanple, a church | ocated
in Cass 1 location -- these are exanples of sone rural
bui | di ngs and exanple | picked was a rural church,
where there's a High Consequence Area or it's a
Moderate Ri sk Area, we have put as a question in our
preanbl e, and we are inviting public comment on this.

Currently this church would fall as a Hi gh Consequence
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Area, and the question for the public is, whether we've
done this as a Mbderate Ri sk Area because those
bui | di ngs are occupied infrequently and they' ||l neet
the definition if there are 20 or nore peopl e gathered
there 50 days in a year. One this is determ ned that
this is a Moderate Ri sk Area, then again, you have
flexibility on the testing intervals as for the
proposed rul e.

We have al so asked for comments with the
Moderate Risk Areas we can go a bit further flexibility
and require only confirmatory direct assessnent or
preventive and mtigative nmeasures. Confirmatory
di rect assessnment or preventive and mtigative neasures
only. These are questions we ask from public and when
we receive their comments, we see their strong
vi ewpoi nts and we'll make a determ nation accordingly.

Now for nost operators who are using smart
pigs or who are doing pressure testing, Mderate Risk
Area may not nean nuch, because smart pigs you' d be
running for ... conpared to station, you know, could be
50 mles, 100 nmles, so these few mles that you saved
is not going to do nmuch for you. But when you do
direct assessnent, it matters a |lot, because definitely
| ess excavations you'll be required to do.

O when the sane operators who are using
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smart technol ogy, when their time cones for
confirmatory direct assessnment, and they decide to go
with confirmatory direct assessnment in |ieu of again

after seven years, then they will be appreciating
to have Mbderate Ri sk Areas.

This is an exanpl e of why Mderate Ri sk Areas
can be useful and why we introduced them For exanple,
in a Cass 3 location, if your cluster of buildings
whi ch are | ocated such that they are beyond the 300
foot threshold that we have, for small dianeter
pi pel i nes whose inpact radi us never goes -- or inpact
circle never goes beyond the 300 foot threshold, may
have an entire area, entire Class 3 as a Mbderate Ri sk
Area, and may not have to do as stringent testing as we
have for the rest of the pipeline which falls in High
Consequence Area within the |ocation. For exanple, if
you're five buildings in Cass 4 |location are so far
away that they're barely touching the 660 foot limt,
and your inpact zone reaches only here, so you, in that

case also, we're considering this as a Mdderate Ri sk

Ar ea.

kay, so that's for the next session, so |
will take questions.

MR. DRAKE: Everybody's so quiet. | have a
comment and a question, | think. Stacey put ne up here
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to make it lively, and I'Il try to live up to that
expectation, but -- | think -- my nane's Andy Drake.
|"'mw th Duke Energy gas transm ssion out of Houston,
Texas. An observation, | think, which picks up earlier
public conment -- we very much share that sentinent.
You see going through this, this is a very intricate
rule, and | think we recognize that there's a | ot of
effort to incorporate technol ogy and precision and a
ot of different drivers here. But what the fall out
is that it becomes inordinately inconsistent, | mean
inordinately intricate and inconsistent in trying to be
SO precise it starts noving around. In sone places,
you know, we even see where we're trying to be really
preci se, where we're using these nodels, and then we're
throwing it out to a big -- adding big safety margins
onto it, or throwing it out into a big threshold
radius, it seens kind of |like you' re nmeasuring with a
| aser and you're cutting with a chain saw. Wat are we
doing? Wiy are they doing this fancy equation? W're
just going to go way out there anyway, why don't we
just go way out there, make it sinple?

| think the fundanental engi neering principle
is, you know, keep it sinple. Just principle. If we
get -- I'ma big believer in you can get a | ot of bang

for your buck with a very focused | evel of the effort.
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Define that effort and focus on it, and you will get
t he magni tude of what you're trying to acconplish. |If
you get to the 99 percentile, the effort becones
di sproportionately conplex. And | think that's kind of
where we're headed here.
| guess what I'd |like to see is -- here cones
the question part -- is what are your over-arching

goal s and targets? Wen ny managenent | ooks ne in the

eye, they say, Andy, how nuch is this rule -- how nuch
of our systemis in this rule? 1 literally do not know.
| literally do not know. And ny managenent will be

extrenely anxi ous about that. W're at the fourth
guarter here, two mnutes to go, and we are talking
about sonething that we can't land. This is very
concerning to us. Wien we |ook at this rule, we are
trying to gauge how to ranp up on this. W are just
spinning our clutch wildly. | literally don't know
where to start, because we're seeing huge swings in the
vol unes of pipes and the type of pipes and the type of
sites we're chasing. And | think we need to -- | think
we're buried so deep up against the tree that we're
doi ng sone sort of mcroscopic analysis of bark fiber.
We need to back away and | ook at the damm forest and
wor k our way through the trees. W have gotten way

wrapped up in the details here and we need to back up
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and gut-check ourselves on what are our goals here and
land this thing with sone sort of reasonably straight
forward, reasonably technical -based effort that
protects everybody. W're not -- the point here is --
and | think we recogni zed that earlier -- this is a
starting place. W don't want to burn up all our
energi es defining where to start. W want to start.
But when we spend all this energy trying to keep al
these balls in the air with who |ives where and where
did all these people nove to and who gat hers where, and
what intersections are gathering enough traffic to be
considered a gathering -- holy cow. Don't we just want
to inspect the pipe? Yes. Daren. He's next.

| just want to -- really do have a question
and that is, what are your over-arching targets and
goals? And if we can see that, | think we have a
chance to land this. But right now, it's becom ng
incredibly conmplex to see what the target is. You,

M ke, anybody out here who can handl e that?

MR. ISRANI: Let nme start here. \at |
understand from Andy's concern here is about counting
all these residential areas, the large corridor like
1000 feet long, even if they may have an inpact zone
goi ng only about 680 or 690, and what he wants to see,

why are we going that far? As | said earlier, that we
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chose these special radius for sinplicity. W also
chose to take care of sone safety margin, and we al so
chose because current rule has 300 foot and 660 foot
corridors already there, and we wanted to have one
fixed corridor for |onger periods.

What | see the point is nentioning that there
woul d be sone operators who would just miss the target
and so what | understand is | think your objection for
that would continue if the potential inpact zone was
determned as a circle with sone safety margin as
conpared to having sone fixed special radius?

MR. DRAKE: M question is bigger than that.

M5. GERARD: His question was what are our
goals? ... expand the |evel of protection over what
they are in the existing rules? W are trying to pick
up nore geography than we have in the Cass 3 and 4.
That's clearly one of our goals. W are trying to stay
sci ence-based as we pick up that. W want it to be
based on the likelihood that if there is a failure, you
could affect these larger areas. And one of our goals
is to be able to be nore effective in our oversight --
that was Mke's fourth. W also want to know and be
able to communi cate to everybody el se where we're
addi ng the protection, so we do want to be able to

answer the question, where we are providing the
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protection. | think those are our goals.

MR DRAKE: I'mglad to sit here, | nmean we
want to tal k about this, we want to work this out. |
can tell you what the scenarios we run through just
trying to keep up with the turbulence of this rule. At
Duke Energy, the conmpany that we hold, we have a A'S
system we're able to try to run these different
scenari os down there by using the conputer-based data
systemthat we have on the corridor. Wen we |ook at
Class 3 and 4, it conprises sonmewhere around 12 percent
of our total mleage -- outright, just mles on the
pipe. But -- and here's the question that you want, |
think, too, there's collateral information that bears
on it. That represents about 60 percent of our valve
sections, 50 percent of our valve sections, and 80
percent of our conpressor station discharges.

Now, what's the relevance of all that?
Sounds |ike sone sort of incredibly -- go back to the
m crofiber thing. But the point is how you work the
pi pe depends not how nmuch of the systemis going to be
inspected. That's just Class 3 and 4. It doesn't take
into account the gathering places, which | think are
valid also. Those are outside Class 3. Those are
extra places. That's just Class 3. But given that,

for the big transm ssion conpanies for sure, pigging is
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the answer that you're going to try to get to, because
financially it's the -- when you have to do this over
and over again, it becones the better answer. That
means you're going to be pigging, for us, 80 percent of
the systemis now going to be investigated because of
that mleage. Wlat's the target?

Now sonme of these other scenarios that just
came out, switched us up where we're running now 75
percent of our C ass 2, 43 percent of our Class 1
We're up, in the conpressor station discharges, we're
at 100 percent. That's 100 percent. That's not a
focus. That's everything. If we're trying to find
somewhere to start, | think you' ve got to keep al
t hose nunbers kind of in front of you.

And that's what |'m asking you. Wat is our
target? Cass 3, on our system represents 75 to 80
percent of the people. That's just Cass 3. And then
you add the gathering places on top of that. | just
want to know what our target is. Wiat are we trying to
hit? You know, in sonme of these scenarios, if we're
going to 100 percent of the pipe, we don't need HCAs.
We can quit the effort. Forget it. Wiy are we
tracking all this stuff? Just do it. But that's not -
- |1 think you're going to find that the cost is ranped

up very quickly on a lot of the operating sector, very,

Executive Court Reporters
(301) 565-0064



© 00 N oo o s~ wWw N P

N NN N NN R R R R R R R R R
gag A W N P O © 0o N oo 0o M W N - O

76

very quickly on a lot of the operating sector. So I
think those are the questions | think we're trying to
get sonme clarity to. Yes, over-arching, we want to add
val ue and we want to | ook at nore geography. But we
need sone nore specificity.

M5. GERARD: Carifying question. You just
said you're going to have to run the pig on all that
anount of pipe. Wen you say you have to run the pig,
does that nean you have the full cost of assessnent on
t he whole |ine when you run the pig? Just because the
instrunment is traveling through the system can you
choose to interpret the data on part? |It's a question.

We need to know t he answer.

MR. DRAKE: We to those who gerrymander the
i nspection effort. We to those.

PARTI Cl PANT: I'Ill second that.

M5. GERARD: (Ckay, so the answer is you have
to interpret --

MR. DRAKE: It's physically possible to do
that. You can't pass the red face test when you start
screanm ng. You are way out there now

M5. GERARD: (Ckay, so the answer is yes, you
have to look at the entire inspection result. So what
you say we're asking you to do is leading to assessnent

of the bulk of the system and the cost of assessnent
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as well, and that is not our goal. Qur goal was to
prioritize.

MR. DRAKE: The goal is to prioritize.

M5. GERARD: Ckay. | just -- 1 had to ask
t he questi on.

MR. KUPREW CZ: Let ne add too, though, when
| was asking the question about the percentages. |
don't have an answer, nor do | care. |'mjust using
that as a reality check on whether or not the HCA -- so
there isn't a preordai ned objective here to get
everybody to 90 percent or 100 percent. The question
is going to cone up fromthe public, and it can be
answered, and it can be answered honestly.

M5. DAUGHERTY: Andy, | have a question.
Let's say, for exanple, and take your exanple just a
little bit farther. If you run your inspection tools
t hrough, let's say 80 percent of your system and let's
say the rul e has gone through and identified your HCAs.

You will have results for a huge part of your

pipeline. That's good information. | think we all
woul d agree to that. You will be able to risk
prioritize those areas in HCAs first, so you will stack
that up, and that's where your assessnment intervals
wi |l be based on.

The ot her infornmati on outside the HCA, that's
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good information to be acting on, but your priority
will still be for your HCAs. There's a question in
t here sonewhere.

MR. DRAKE: The managenent of the data, |'m

| ooking at ... as executives of the pipeline industry.
When you becone aware, know edgeable of that, it does
not matter if it's in an HCA or not, you are bound by
engi neering and -- to action on that. | nean, so yes,
and no. No, when you find an actionable anomaly and
you don't action against it, | think you re exposed.
And our | awers are over there shaking their head yes.
| think you're going to find that when the information
is discovered and it becones precommtted on schedul e
based on national consensus standards that drive what
diligence is.

MR. BARRETT: | think -- if | can get back to
-- ny question to you is whether or not you woul d
prefer to be able to calculate that inpact zone with a
gi ven safety margin on that, as opposed to going to
t hese straight corridors?

MR. DRAKE: | think that you have to -- |
think this is probably where the slippery parts are.
The gas industry is very different fromthe liquid
i ndustry, fundamentally. First of all, we nove one

product, natural gas. W do not nove butane, propane,
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crude oil, jet fuel. W nove one product. That
product has a very specific signature -- lighter than
air, burns at this rate and it creates a very
significant pattern, constant pattern. |It's all very
predictable. And I think also that hel ps the gas
industry, is that the gas industry has a great deal of
data on people that Iive and actions that take place
inside this 660 or quarter mle wide corridor. And you
want to try to take advantage of that.

The liquid rule, as M ke pointed out,
fundamental ly -- the consequence patterns are nmuch nore
el usive, and so the areas are nuch different shapes and
you have to be very conservative when you | ook at that,
and | think work. And | think the fact that they don't
have class | ocations al so bodes the fact that they
don't have the resolution of data where the individuals
are inside these areas, so you switch to the census
data. Those are all |ogical things, you know.

You switch to the gas side, you want to --
think the goal should be you want to try to maxim ze
the use of that data and you want to maxi m ze and take
advant age of the fact that you can profile the
consequences, and you want to couple those together. |
don't think the goal, really, is perfection. It's just

totry to identify places to focus. | think over-
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arching our goal, as Dan martin said, is we don't want
any failures, anywhere, any tine, period. Wat we're
starting with here is trying to divine a starting
pl ace, not a level of acceptability on danger. That's
not the point at all. W're just trying to define how
much is a big enough first bite. That's it.

And | think you' ve got sonme operators --
you' ve got a very diverse operating environnment,
different fromthe liquid. Liquid, the conmpanies are
typically the sanme size. They're mddle size --
conpared to gas conpanies -- they're mddle size
conpanies and there's a limted nunber of them And
you | ook at the gas infrastructure, there's al nost an
order of magnitude nore operators. Sone of them are
huge, much larger than the largest of the liquid
conpani es. Sone of them nost of them nobst of them
are very, very, small. They're the service operators
that provide gas to your house. And they're very
small. They don't have sone of these data systens and
managenent tools, and you want to try to respect that
di chot ony.

So you may need, in order to deal with the
reality of this environnent, an either-or. Either you
use a real sinple tool, or you can use sonmething that's

really precise. But you don't want to go to the
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little, little operators and say you have to do this
really conplex nodeling. They're going to go -- it's
my wife and I and we don't have tinme to do that, you
know, man.

MR. ANDERSON: You're doing my presentation

MR. DRAKE: That's good news. W're all kind
of comi ng together maybe here a little bit.

MR. ANDERSON: | was invited here to nmake
everybody el se feel good. And I'm probably the |east
qgqual i fied person to be sitting up here.

M5. GERARD: Who are you?

MR. ANDERSON: My nane is Ji m Anderson, and
amthe chair of the National Association of Pipeline
Safety Representatives, which is a state regulator for
pi peline safety. | did not get this position due to
the fact that I"'mreal smart or brilliant. | mssed
t he national neeting two years ago, and they voted ne
in. That's the way it works. That's the way it works.

|"ve got a few people here that | do -- now I
know Mark, and I was on the LBC risk managenent group
along with Alan and sonme operators here. One of the
things that | amgoing to speak about is the difference
between inter- and intra-state facilities. Looking at
M ke's slides a while ago, he started out with a 12-

inch dianmeter pipe to come up with his PIRs and novi ng
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on up to a PIZ and all these acronyns. |'m about a
3/ 8ths inch processor and four PIMwhirl right now,
| ooking at something. That's just the way it works.

So I'"'m |l ooking at some of this stuff and I'm

| ooking out really just for North Carolina. | started
out in 1979 as an inspector in Kansas. | went to
Okl ahoma as a program manager. | actually used to be a

gas operator around a gas utility conpany for about
four years and then the state of North Carolina hired
me to be the program manager for pipeline safety. And
| was talking a while ago about |I'm about as |ost as a
goose in trying to read this and trying to understand
this. One of nmy concerns is, if | look at sone of this
stuff and | question ny operators, do they understand
it enough to know that I'"mright or wong? You can get
into sone of this.

When | do my presentation, |I'mgoing to show
there are sone differences between inter- and intra-
state operations, and a lot has to do with size of pipe
and when it was constructed or how it was constructed.

But they're actually two different animals that |'m
going to tal k about. Thank you.

MR. | SRANI: Anybody el se on the panel ?

MR. KUPREW CZ: |'ve got a question that

focuses on what | said earlier this norning on the
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Moderate R sk Areas. It seens to nme -- first of all,
"1l make a question statenent first, and then a
guestion. My understanding is what's driving the
Moderate Ri sk Area definition is trying to avoid
accelerating timng of certain areas that may not fal
into sone zone. And it's added for conplexity that
everybody's going to have to cal cul ate, whether they're
a big systemor alittle system |Is that what's
driving the Moderate Ri sk Area?

MR | SRANI:  Yes.

MR. KUPREW CZ: Ckay, so the answer is yes.
And I'Il play again, many of these fol ks are going to
go to direct assessnent, whatever that neans -- we're
in the codes and processes of trying to devel op that
right now So | describe that as evolutionary or in
its infancy. Yet to be determ ned whether that wll
work. Hopefully it will. But the regulation says if
you use direct assessnment, you've got accel erated
timng anyway. So if we're adding this conplexity
that's probably scaring a | ot of people, and changing -
- | can see ne sitting in front of a managenent group
and | have to say, | don't know what the nunbers are.
That's a position nobody ever wants to be in. If this
is addi ng some of that conplexity and it's driven by a

timng issue, then one thing to think about would be
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elimnate the Moderate Ri sk Area and change the timng
t hat has been set for the Mdderate R sk Area back to
t he sane paraneter tine.

|s the Moderate Ri sk Area acceleration really
worth anything? Is it worth all this conplexity? |If
the answer is no, elimnate that concept as a
regul ati on concept and normalize the incentives to be
exactly what they are for the other technology. That's
a lot of words, but that's kind of what | see going on
her e.

So | see mcromanaging. | agree with Andy
here. | see some m cromanagi hg going on, trying to
catch that |ast one or two percent. The reality is, we
don't know what direct assessnent is. W think we do.

We hope we do, but we may be overstating its
advant ages.

MR ISRANI: I'Il let Stacey talk and then
"1 give some answers.

M5. GERARD: Well, my questions was -- one of
the questions that was within the body of the preanble
was, should we consider elimnating the testing
requi renent for those areas which, while they may have
been, while they may be existing Class 3 and 4, we now
know they' re outside of the inpact zone of the

expl osion. The question -- we define these areas, but
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we really were asking questions, is it worth bringing
testing? That's the question. So if you aren't
testing in them does that change the bal ance of nature
here in terns of whether it's worth identifying them
and then doing other types of activities in those areas
now t hat we know they're outside the inpact area?

MR. KUPREW CZ: M perspective on the
Moderate Ri sk Area? The answer is no. [It's adding a
| ot of conplexity. | don't see the gain. That's ny
per sonal opi ni on.

M5. GERARD: (comrent off m ke)

MR. DRAKE: | think we've kind of got a
hybrid going on here, and that's part of the problem
| think we fused the either/or together and cane up
with some sort of hybrid crossbreed that doesn't serve
anybody. You're talking to one group, the snal
operators, Class 3 and 4. Just do that. It's pretty
straight forward. Now, when you | ook across the room
and you start talking to other operators and say C ass
3 and 4 is a very crude tool. It's 30 years old, it
uses sliding mles, incidents don't happen on nmles
basis. People -- it's a very crude and rudi nentary
tool. But it's very doable. It's a known.

Now, when you start sw tching gears and

here's where we ran into the problem Wen you switch
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gears and you start saying, but that's not really where
the people are. There's this nodel, these circles,

t hese i npact zones. W can nove them around and find
where the people are. Shouldn't we do that? Well,

yes. Wen you start doing that you start seeing that
the old tool is real rudinmentary. |It's a big blob

Now you're seeing places inside the class that's where
t he people are and you're also finding where the people
aren't.

And | think the past ... test, when you start
doing that, you' ve got to separate the two. Either do
it this way, Cass 3 and 4, or you do this circle. But
when you do the circle, to pass the ... station, you
shoul dn't be doing the circle just to decide the C ass,
you shoul d be | ooking around to where the C ass schena
m ght have worked the other way al so, where it m ssed
peopl e that were grouped together, but there weren't
enough people to get across the mle hurdle. |If you're
going to use the conplex tool, you' ve got to step up a
little bit nore.

But we kind of nerged those ideas and cane up
with this hybrid MRAthing and it's like, well, what do
we do with that thing? That's sone sort of a mating of
a beaver and a cat. | don't know what the hel

happened there with that thing. | nean, you know, we
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| i ke beavers and we |ike cats, but we don't really |ike
that mddle thing. And | think that's what you' ve got
here is you' ve got -- when you | ook out here at the

MRA, you've got that hybrid thing. You' ve got two
peopl e out there. You' ve got two people out there in
this MRA. Well, two people? What are we talking
about? You've got this hybrid thing and we need to
distill that. W need to separate the two options from
one anot her.

M5. GERARD: Did | hear you say, now that we
have a nore sophisticated tool, the inpact zone, go
either or. Either use the Class |ocation or use the
tool over the entire pipeline?

MR. DRAKE: (answer off m ke)

M5. GERARD: Ckay, well, let's just -- that
was Andy Drake from Duke. Ch, you couldn't hear him

MR. DRAKE: Andy Drake. | think that there's
two presentations here that you just maybe ought to | et
t hem present, because if they're going to answer --
we're sort of hedging on the answer to your questions.

We're dancing all around. G eat segway.

MR ISRANI: | just briefly want to say
sonmet hing. One of the questions asked by Ri sk, how
much of the HCA, percentage-w se, we are expecting by

this rule? W did a cost benefit analysis and we find
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42,000 mles, fromour estimate, will be affected by
this rul emaki ng. 42,000, roughly, mles out of 300, 000
mles of transm ssion pipeline. That's roughly 12
percent of the pipeline.

MR. DRAKE: Run through that again, please?

MR ISRANI: CQur calculations -- our
esti mates show that about 42,000 mles of pipeline that
fall in the H gh Consequence Area, fromthe
transm ssi on pipeline, out of 300, 000.

MR. ANDERSON: Interstate or inter- and
intrastate?

MR. I SRANI: Together. Al together, yes.

M5. DAUGHERTY: M ke, you said that the
42,000 is just the estinmate for the segnent of pipes
inside the HCA. That doesn't include the extra pipe
bet ween val ve sections or anything |ike that?

MR ISRANI: No, it does not. And we could
ask sonme ot her questions, also, but because we are
runni ng short of time, we're going to have Daren More

give his presentation and when we have sone tinme in

between, 1'Il answer sone questions. So, Daren Moore,
pl ease.

MR. MOORE: |f someone cannot hear ne, please
rai se your hand and 1'Il try to speak louder. 30 to 40
m nutes, we have a ot of material to cover. |It's an
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i ncredi bly conplex rule. H gh Consequence Areas is an
incredibly conplex as it's currently witten, area to
discuss. So I'lIl nmove through it as quickly as | can.

Ri ck, | appreciate your candor this norning.
You made sone excellent points. The question |'ve
just now heard rai sed sone other good points. | think
nost of them are going to be addressed in the next 30
to 40 mnutes. There's a lot of issues here that I'm
going to try to get on the table, and hope I'Il rmake it
si npl e enough that we can all understand it. That's ny
goal as we nove through this.

We heard the pipelines are the highest
perform ng transportation node. Good news. That was
| ast year. Qutstanding news. |It's tough to inprove on
that, but as Dan Martin said, it's our goal to do it.
And we're going to do our very best to do that. This
presentation is a step towards inproving pipeline
safety, but by itself, when | do it, it's going to take
a conprehensive rule to acconplish those goals. And
this presentation is part of that conprehensive rule.

Since it is a long presentation, | have an
outline. I'mgoing to describe the industry work in
defining HCA. W started that work in 1999,
recogni zing the issue and going forward. 1It's not

sonet hing that just happened in the |ast year. It
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started in 1999. | wll then discuss the January 28,
2002 NPRM as it applies to HCAs in sone detail. 1"l
qui ckly discuss the intent of what the HCA definitions
are, and then rubber neets the road. You've asked for
specific proposals -- Stacey asked for specific
proposal back. [I'll make that in the discussed
proposed industry definition. And finally, 1"l
conpare and contrast the OPS and i ndustry approaches in
concl udi ng.

The question becones -- we do have sone over-
arching goals here that we've tal ked about. Industry
bel i eves that nunber one, absolutely we have to have
credi ble science as a goal in this rulemking -- and
Rick mentioned that as well fromthe public's
perspective. W want to address nost of the people
along the pipeline. In the Q and A a nonent ago, Andy
menti oned that we address approximately 70 percent of
t he people who live along the pipelines in the proposal
we're about to hear. And three, we want to address a
significant part of the pipe, but we want it to be
focused enough that we're not wasting resources.
Address as nuch pipe as we can, nmeke it focused. Those
are our over-arching goals.

So the question is, how do we define HCAs?

And the work in 1999, it led to a pure technical

Executive Court Reporters
(301) 565-0064



© 00 N oo o s~ wWw N P

N NN N NN R R R R R R R R R
gag A W N P O © 0o N oo 0o M W N - O

91

approach. We'll call it the GFERcircle -- we're
going to see it a fewtines later. Qut of that becane
an enpirical nodel, validated with real data. They had
guestions about the assunptions that go into the C FER
nodeling, howit may not fit in. W have real data
whi ch validated the C-FER circle approach. That led to
t he | NGAA- AGA proposed definition in 2000, referenced
in the docket comments. And we were very pleased to
see OPS incorporate sonme of the best ideas in the NPRM
They i ncorporated the C FER net hodol ogy, the C FER
circle in the NPRM but not in a holistically enough
way. We have a proposal that will hel p address that.

The C-FER nodel is based on, as Andy
nmenti oned a nonent ago, based on the fact that natural
gas behaves very predictably upon release. It's
lighter than air. It goes up. Wen it rel eases, you
can nodel the energy inside the pipeline. The nodel is
based on the pressure, MAOP, and the dianeter, and it
comes out with the equation we'll see |ater.

After we determ ned that these were the
overriding factors, and then started |ooking at the
detail ed factors, we asked CG-FER to do the math behi nd
it. They came up with the equation that we'll talk
about in a nonment, and then the rubber net the road,

and we said how does it look in the real world? Does
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it work or does it not? Are we right or are we wong?

The nodel validation, we |ooked at three
Canadi an incidents on the top, TSB are Canadi an
incidents, and we | ooked at a variety of NTSB
incidents. Initially we kept it to this population
area, this group of incidents, because that's where the
best data was. The NTSB and TSB went out and literally
chai ned off how far away things were. You |look at the
bl ack lines on each one. Those are the proposed HCA
radi uses, and you | ook at the maxi mum offset to burn
extent in the blue. You notice that in all but one
case, it's less than what the predicted -- than what
t he nodel predicted. Look at the green equival ent
radi us of burn area, then go down to offset the injury
and fatality in yellow and red, and note that the nodel
performed remarkably well when calibrated agai nst
actual data determned in the field. Because the node
wor ks i s the underlying thing.

And we heard a while ago, Rick say the nobde
had to work, the science has to work. It does in this
case.

W went ahead and put together a slide here

showi ng what a rule would look like if we -- for High
Consequence Areas -- only if we used the CGFER circle.
| know you can't read it very well, but it
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i ncorporates the circle going across the entire
pi peline system It incorporates 20 or nore structures
inside a circle, triggering the HCA, and it al so
includes any identified site. The identified site
definition is very simlar to what was in the final HCA
rul e published on August 6, 2002 -- and you can see
that up there. It incorporates the PIZ and the PIR
and that's where the equation cones into play. So the
bottom half of that slide is just the boiler plate
stuff pulled straight out of the final rule of August
6th. The identified site definition is extrenely close
to August 6th. It's applying it to a scientific,
val idated circle as opposed to class |ocations and
t hi ngs such as that.

|"ve prepared a flow chart for what the pure
circle would ook Iike. You can see it's pretty
sinple. Start at the top, you determ ne what your
radius circle is. You apply the radius to the entire
pi peline system and then inside those circles if you
have 20 or nore structures intended for human
occupancy, or an identified site, if you do you have an
HCA. If you don't, it's not an HCA. Stacey.

M5. GERARD: (question off m ke)

MR. MOORE: Every foot of pipe -- I'Il answer

the question by stating the question. The intent here,
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when it says go down the entire pipeline in the second
rectangl e, you would go down the entire pipeline
including all classifications -- Class 1, 2, 3, and 4 -
- and all the pipe that you had. It would not be
limted by anything, because you're |ooking
scientifically at all of the pipe.

W al so took a | ook at the hazard area, and
you'll note the third one down had an orange -- that is
a 30 inch pipe, and if you | ook at the 1000 pound
vertical line, it crosses the 660 al nost exactly. It's
interesting that that woul d happen because the 660
corridor was determ ned back in the sixties and by
enpirical data, guys who went out -- pipeline safety
folk went out | ooked at incidents, and they said, you
know, 660 makes sense. Wen you do the nodel, and
after you finish with the nodel that was determ ned
scientifically and try to validate it, it works al nost
precisely at 30 and 1000. Wy 30 and 1000? Because
that was practically the biggest pipeline that the
United States had in the md-1960's. [It's anazing how
closely this stuff works.

That brings us to a big issue. For nme to
shift gears and take a | ook at where the NPRMis right
now. There are a |lot of positives that we nention in

the NPRM and there are only three or four major issues.
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The biggest is probably the HCA definition. W spent
al nost the entire norning tal king about that. The
problemwi th the NPRMthat we see -- and |I'Il call them
i ssues are:

The NPRM in nmany cases is not technically
based. That flies in the face of one of industry's
over-arching goals. It also flies in the face of what
Rick said this norning is the public's perspective.
That's inportant. |It's extrenely conplex with many
variables, and I'll show you sone slides displaying
each of these in a noment.

There are many conflicting and i nconsi stent
solutions. M ke had sone slides a nonent ago, |'l
show you sone nore that will show you sonme areas where
M ke's ideas certainly nmake some sense on the surface,
it's an amal gam of good ideas. There's sone gaping
hol es and i nconsi stencies we need to nake sure aren't
t here when we get done.

Extrenmel y burdensone for |ow pressure
systens. The small inpact of |ow pressure and small
di aneter systens is not recogni zed inside the existing
NPRM Data on houses is not readily avail abl e outside
the existing 660 foot corridor, so we have a nassive
data issue if we go down that path, which will cause a

| ot of resources to go to collecting data instead of
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i nspecting pipe. And that's not what we want. It's
not what industry wants. It's not what the public
wants. It's not what OPS wants.

The | anguage is inconsistent with other
| anguage in the existing natural gas pipeline safety
regulations. [|'ll display that. The proposed HCA
definition is inconsistent with the liquid rule.
Enmpirical ... is difficult to look for, there are also
sonme intrusive issues involved in trying to figure out
who is inside the structure.

And finally, operator conpliance is going to
be extrenely difficult in some parts of the NPRM and in
sonme instances, it's going to be inpossible to apply.
And that is not what the public wants; it's not what
OPS wants; it's not what industry wants. W want
sonmet hing we can conply with, sonething that inproves
pi peline safety. Those are our over-arching goals.

Let's get into sone of the details. In the
not technically based section, we saw one of the slides
t hat when your PIR extends past 1000 feet you need to
add a 15 percent addition to the C FER equation. That
15 percent is arbitrary and it is not based on science.

We showed in a couple slides a while ago, the
validation of the nodel. The nodel works as it is. W

do not need a 15 percent addition to nmake it work
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better.

The threshold radius is arbitrary and not
based on science. That's the TR you may have seen
"1l show you sone exanples in a nonent. |f you have a
PIR of 320 feet, you're going to be |ooking out to 660
feet because the 320 is over 300. That threshold
radius is not based on science. W're going to show
sone real |life exanples of we're going to have to | ook
at over 95 percent nore ground than outside the circle
of inpact, and that's not the way we want to be going
forward in this rule.

The use of class locations is not the best
scientific solution available today. I1t's a good
solution, and for the snmaller operators who don't have
the tinme, the nomand pop outfits, whatever you want to
call them that don't have the time to do all the
science, we're going to propose a solution that allows
themto use the class locations very simlarly to the
August 6th final HCA rule, but we're going to have a
bi furcated approach, where they can use the circle and
the science as well if they so choose and really dive
into that data and make it right.

And finally, the use of 20 or nore buil dings
-- we see that in the existing NPRM-- that's a good

i dea, folks. Makes a | ot of sense. There's a |ot of
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di fferent ways you can cone to 20 structures being the
right answer. There's sone talk about ten. There's
sone tal k about 46. Twenty, we think, makes a
difference -- I'll talk about that in a nonent.
Unfortunately, it's only applied to PICs greater than
1000 feet. It should be applied everywhere. So that's
not based on science, and we'll show how that works.

Tal ki ng sone nore about the 20 or nore
buil dings. W discussed a nonent ago it should be
applied to the entire pipeline, regardless of circle
size -- 20 or nore buildings I'mdiscussing. The NPRM
says that the PIR greater than 1000 feet, the operators
shoul d exam ne the PIC for 20 houses. That's a good
thing, again, it's not inclusive enough. 1It's not
holistic enough. The existing hazardous |iquid HCA
definition utilizes 20 houses if you base it on that
1000 peopl e per square mle. Drive your way through
the math and use the 660 circle and the existing
corridor, and the existing natural gas pipeline safety
regul ations, it cones to, assumng 2.5 peopl e per house
which is what OPS intuitively agrees to, it cones to 20
houses. It's interesting OPS would derive the 20 here,
| NGAA i n heavy del i berations three years ago, arrived
at 25. W're very close. Those nunbers make sense.

Further, | want to tal k about ten houses and
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| want to go down -- ten houses inside the circle and
46 houses inside the circle. That's essentially the
boundari es we have around this discussion. |If you go
wi th 20 houses, you're going to be | ooking at about 70
percent of the population along the pipeline. That's a
good thing, and Rick said that earlier. You' re going
to be looking, in the pigging side, at about 80 percent
of the pipe if the operator chooses to pig in a big
way, and many operators are as a result of this rule.

If you went to ten houses inside the circle,
what woul d happen? You'd bring in massive anmounts of
Class 2 pipe and greatly expand the scope of this. You
bring in |arge anbunts of Cl ass 1 pipe, and again,
greatly expand the scope. This would result in
unf ocused i nspections and | oss of inpact of the rule.
We woul d not be focusing our resources where we want to
to i nprove pipeline safety.

To show how 20 shoul d be held constant, and
not range depending on circle size, this slide here,
the left hand circle has a PIR of 1009 feet, and it has
20 houses inside it. W would be offering additional
protection to the 20 houses inside that circle,
regardl ess of the circle size. 1It's an absol ute nunber
of people we want to offer additional protection to.

The second circle, the Ris let's say, 660 feet.
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Agai n, 20 houses inside that circle you want to protect
-- additionally protect above and beyond the existing
successful pipeline safety regul ation, those houses.
And if the circle were 300 feet in radius, if it had 20
houses in there, we ought to be protecting --
additionally protecting those sites as well. So it's a
constant nunber of protection. |It's not a rating or a
sliding scale.

The conplexity side. A group of us sat down
a few weeks ago and tried to figure out what the
existing NPRM said. 192.761 in (A tal ks about C ass
3. (A talks about Cass 3, (B) tal ks about C ass 4,
(C isidentified sites for four inch or |ower pipe,
(D) is 30 inches or larger -- or vary 30 inch pipe, (E)
is everything in between, and (G is when you have 20
or nore buildings for the really big pipes over 1000
feet. 1It's kind of conplicated. 1'Il go through this
qui ckly here.

This is what an operator wi nds up | ooking at.

Cee, how do I figure out where nmy Hi gh Consequence

Areas are? 1've got all these different shapes and
colors and personally, I'mgetting phone calls from our
field based guys asking me what in the world are they
| ooking for? And | ... a presentation for them very

clearly for a couple hours, walking through this. This
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is conplex, and I don't think any operators fully
understand what this stuff has.

| created then a flow chart for what the
exi sting NPRM definition | ooks Iike.

PARTI Cl PANT: You've been talking to Rick --

MR MOORE: No, |'ve never net Rick before
t oday, honest truth. [I'msorry you can't read it.

PARTI CI PANT: It doesn't matter.

MR MOORE: It doesn't matter. |It's conplex,
yes, it's conplex. GCkay, let's get into a few exanpl es
of how this thing can work. These are tying off sone
of the stuff that M ke said before.

In this case you have a 30 inch pipe at 1050
psig -- I'"'mnot making this stuff up. There's an
operator in the room he's sitting two people over from
me -- he has about 13,000 mles of pipe in one of his
systens. About 8000 mles of that pipe is a 30 inch
pipe with an MAOP of 1050. This is areal life
exanpl e, guys, so bear with nme for a nonent. PIR of
this pipe, 671 feet. 1In the existing NPRM if you had
an office building 350 feet away fromthe pipeline
housi ng 50 people -- 50 people in that office building,
you woul d not be an HCA. Under the existing rule, even
t hough the PIRis only 671 feet, if you had a |icensed

day care with say, three people in it, at about 590
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feet or whatever fromthe pipeline, it is an HCA, even
t hough the PIR is 50 percent |less than that.

Anot her exanple. Again, we have a 30 inch
pi peline at 1050, and then -- on the left side, and
then 1000 on the right side. On the left side, 20
houses within 1000 feet would be an HCA, even though
the PIRis only 651 feet. On the right side, you have
35 houses within 660 feet, yet it's not an HCA
| nconsi stenci es and we' re not providi ng equival ent
protection along the pipeline. W should be.

Anot her exanple. Again, going back to the
Duke Exsel (ph) pipeline, left side, 20 houses in 1000
feet is an HCA. If you have a building of 50 people
inside it's not an HCA

And one | ast exanple. 1'Il be quick on this
point. Left side, Cass 3 with 46 houses is an HCA
Right side, it's Cass 2 and only 45 houses, one |ess,
it's not an HCA. Now you have to draw the line
somewhere, and | recogni ze that, but that's the way the
actual NPRM wor ks.

Gve you a table. | got tired of pictures,
decided to put a table in this tinme. You can see you
have a 30 inch pipe at 1000 pounds -- in the yellow |I'm
tal king about -- with a 655 PIR, so your PIZ in the

existing NPRMis 660 feet. Very reasonable. If you
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have a 30 inch pipe with 1020 -- let's say 1050 in the
real world MAOP, the PIR then is above 660 so your
threshold radius, the PIZ junps out to 1000 feet.
Guess what the rule then says you have to do? You have
to go out and gat her enornous anounts of data from 660
to 1000 feet, even though your PIR, which is proven and
val i dated, by science and by field experience, would be
only say over 660 feet. That's inconsistent. [It's not
where you want to go down with this rule.

Anot her exanple here, if you |look at the 16
inch pipe on the left, and the 20 inch pipe. One has a
292 PIR, the other has a 338. Look what happens to the
Pl Z though with a 300 foot cutoff. The 16 inch 700
pound pipe with the 292 PIR only goes to 300 PI Z
Pretty consistent. Mkes sone sense. The 20 inch pipe
at 600 and 338, junps out to 660 feet. You' re talKking
about 95 percent nore stuff for no safety benefit.
| nconsistent. Yes, Jim

MR. ANDERSON: For my presentation, renenber
this, because |I'mgoing to cone back intra-state
transm ssion, and a |lot of intra-state transm ssion
pi pelines -- they don't have 10 inch dianeter. A |ot
of themare ten, eight, six, four, three or two. So
they' re going to be enconpassi ng even nore. So | ook at

t hose nunbers and see where it's going to inpact the
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intra-state operators nore directly.

MR. MOORE: Thank you, Jim

MR. ANDERSON: 1've got a couple ... 1've got
to get in. During our technical difficulties tine --

MR MOORE: Jimand | don't know each ot her
either, for the record.

MR. ANDERSON: |'m just going to nake him
| ook good.

MR MOORE: | appreciate all the help I can
get, Jim On the data issues. W need to nove through
this stuff. Industry has collected house data since
1970, out to 660 feet frompipeline. W've also
collected small, well-defined outside area data out to
300 feet on pipelines since 1970. Those two are
required by the regulation and we've done it for years
and we're actually good at it. Over that time, we have

very precise data for those nunbers. Collecting house
data, however, out to one year -- or within one year
out to beyond 660 feet, say the exanple of 30 inch and
1050 pipe, we have to go out to 1000 feet, is
conpletely unrealistic. It took us 30 years to do
this. This is not the right way to go.

And finally, collecting data essentially
beyond where the existing national gas pipeline safety

regul ations say will create an undue burden on
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operators, wll nake the rule shift resources to data

collection frominspections, and that's not what we

want .

Language consi stency. Tal k about identified
sites. | think identified sites are a good thing.
| ndustry does as well. | think Rick does also. He

addressed thema couple different tines in his
presentation. The identified site definition includes
bui | di ngs, the existing pipeline safety regul ati ons
intentionally does not, because it's a vast scope right
there, you have to go out and find this data. It also
tal ks about 50 days a year, instead of five days a week
as the regulation currently has it. Sounds innocuous
on the surface, it didn't sound that bad, but the way
it works in the operator world when they're trying to
conply, is that 50 days a year neans | have to | ook
maybe 316 days and determ ne nobody was there, instead
of looking for ten weeks. All of a sudden, the
conpliance costs go way up and are we really addi ng
val ue? Five days a week is 50 days. |'mnot sure
we' re addi ng val ue by doing that.

Twenty persons is not consistent with
hazardous liquid HCA definition -- that one calls for
50 persons as | described a while ago. And goi ng back

to how many structures -- you can arrive at ten
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structures inside a circle if you take an evenly spaced
Class 3 at the mnimumthreshold to drive a O ass 3 of
46 houses, but that doesn't address the reality of

popul ation distribution. The reality is is that it
doesn't work in an evenly spaced way. And so that ten
becomes a very conservative threshold that usually
expands the scope but doesn't add value. So we need to
be very careful about using that argument on a go
forward basis.

kay, we tal ked about the existing NPRM  Now
let's tal k about what the goal is and then we'll talk
about our proposal. The |aw says we need to conduct an
anal ysis of the risk, the facility locator identified
and show a docunent, inplenment or witten integrity
managenment program for each facility to reduce the
risk. That's what the |law that was passed on Decenber
17, 2002 says.

The NPRM preanbl e that just cane out says
establish a rule to require operators to devel op
integrity managenent prograns for gas transm ssions
pi pelines that, in the event of failure, could inpact
H gh Consequence Areas. And we tal ked about the
i ndustry's goal as being broad requirenents. They are
and they have been consistently, for years, that any --

goi ng back to 1999 and 2000 when we first started
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really discussing this -- any determ nation of an HCA
or any inspection requirenent should be technically
based. Your requirenents should, to the extent
practicable, follow existing practices. They' ve been
proven successful. Let's build on them not throw them
away -- processes used by the industry.

And finally, we want to nake maxi mum use of
exi sting house data. The circles -- pure circle
approach or nodified circle approaches do that. W
still believe that this is the right answer going
forward

So that brings us to the alternate | NGAA- AGA
proposed definitions. W tal ked about pure approach at
the very start of this presentation, the pure circles.

We recogni ze the pure approach is not practical at
this time. Yet rules that are proposed -- we have a
final rule out there already -- so the proposal we're
about to make is going to bridge the gap of regulatory
practicality with the science of identifying High
Consequence Areas within the confines of the law. Also
wi thin the existing regulations, and a histori cal
application of those regul ations.

This is the flow chart for the industry
proposal. It has quite a bit of stuff up there. Very

carefully, it's a bifurcated approach. You see the
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start button in the circle nakes the word definition.
Pretty nmuch al nost everything to the left of the start
circle is one way of identifying HCA. Pretty much
everything to the right -- underneath it and to the
right is another way to identify HCAs.

To the left is based on Cass 3 and 4, the
first dianmond says, Class 3 or 4, question mark. The
answer is yes, bang. It's HCA. If the answer is no,
you do your circle, and you start working your way
through it. And it |ooks very closely to the final
rul e i ssued on August 6, 2002. The left side of this
| ooks very simlar. It includes identified sites. It
has Class 3 and 4. It's very close to what the final
rul e had and that | NGAA commented very positively on
when it cane out.

On the right side, you tal k about the pure
circle approach, giving the operator the option of
goi ng one way or the other. You define the circle, and
then you start |ooking inside that circle, and there's
a variety of things in there to nake sure that you're
catching everything as best as possible. |1 won't go
into gross details here, but it's a bifurcated
approach. It allows the use of the existing data. It
all ows the use of the scientifically based and

validated circles. It also allows snaller operators or
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those to choose to use existing Class 3 or 4 stuff if
t hey choose to go down that path. It offers somnething
to everybody. |It's based on GFER It's either what
OPS said in the final rule, and offers even better
protection on all the pipe, based on science. Take the
right side, you're |ooking at every foot of the pipe.
St acey.

M5. GERARD: You need to go over it again
Daren, because we can't see what's up there, and be
clear -- you said if you went to the left, Cass 3 or
4, the answer is no, it sounded |ike you then went to

the right. But | heard you say there's a choice for

the operator. |Is there a choice?

MR MOORE: |I'mgoing to -- if you want ne to
spend the tine and wal k through it, 1'Il be glad to do
it. Very good. | intentionally stayed away fromthat,
if we need it, I'"Il doit.

You start here -- | don't |ike these things,

t hey make you | ook like you're really nervous. [|'m
just standing here guys, just talking. [|'ma talKking

head. Start here, and you go down and the first
guestion you ask is are you going to use class

nmet hodol ogy or are you going to use the CFER circle
met hodol ogy? |If you go circle, and right there it

says, PICcircle and right there it says Cass. Can't
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see it, | know, but that's what it says.

| f you go down the PIC side -- if you choose
to go down the class nethodol ogy, you go this way.
Once you go down this line, you never come back over
here. GCkay? |It's a true bifurcation. You go down
this way, is it in Cass 3 or 4? If the answer is yes,
it is an HCA. If the answer is no, you define your
circle. 1Is the circle greater than 300 feet or |ess
than 660 feet? Now why would we ask that? The answer
is we recogni ze that our existing data for identified
sites, largely identified sites, and identified sites
it actually expands on the class |ocation definition
currently in the regul ation.

You only go out to 300 feet. | nentioned
that a while ago. W have | ooked past 300 feet. This
is a bonus plus, if you want to conpare and contrast
and see the delta, this is a big delta. You're getting
nore identified sites, bigger definition inside 300
feet, and you' re collecting on whatever your circle
size is outside. It's a big deal. |Is it bigger than
300? Less than 660? | can't read it either guys. |If
the answer is no, then you ask if it's |less than 1000.

If the answer is no, then it's no HCA. |If the answer
is yes, you have to go to the | anguage which we're

after that has a Din it, and that shows you no HCA or
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HCA dependi ng on whether or not that's in there.

Com ng back over here, at this point, if the
answer is no, -- the answer is yes, I'msorry. |If the
answer is yes, you've got identified sites inside the
circle, the answer is yes, it's an HCA. And that
identified site, again, goes beyond 300 feet if the PIC
is bigger than 300 feet. |If the answer is no, it's no
HCA.

Now, cone back over to the circles. You
define your PIC size. Is the PIC|ess than 660 feet?
If the answer is yes, are there 20 or nore buil dings

inside the PIC? And if the answer is yes, you have an

HCA. If the answer is no, you then ask the question,
is there an -- just one -- identified site inside the
circle. If the answer is no, there's no HCA. If the

answer is yes, it is an HCA

Okay, cone back to the circle being | ess than
660 feet. |If the answer is no, is the identified site
inside the circle? This is where the circle is bigger
than 660 feet. |If the answer is yes, it's an HCA If
the answer is no, then we have a prorating idea here
for SIHOto be related back to the area of the PIC to
the radius of 660. What this does, and this is SIHOis
a building -- Structure Intended for Human Cccupancy --
it's a building. |I'mmmcking the existing pipeline
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safety regulation and say SIHO This is -- prorating
is key.

Let ne describe it for a nonent. The idea is
you have a circle of 660 foot radius, and we know
what's inside that circle. W've been counting houses
and | ooking for houses for years. |If the PICis
greater than 660 in |ieu of spending enornous resources
and going out to whatever distance it nay be beyond
660, 675 or 1200 feet, it would nmake sonme sense to
prorate what you're | ooking for inside the 660 circle.

In other words, if your area of your PIC is 1000
conpared to 660, let's say that's a 3:2 ratio, you
apply the 3:2 ratio to the 20 structures we've
di scussed, so if you had, let's say, 14 structures
inside the existing 660 circle, then that would trigger
the HCA. It's a way for operators to stay away from
having to gat her enornous data and m sdirect resources.

M5. DAUGHERTY: | was going to ask, Daren, if
that assunes that the houses are evenly distributed
bet ween that radius -- around that radius. The
prorati on makes an assunption that they aren't all at
t he edge or --

MR. MOORE: There's a built in assunption
there, Linda, and there cones a tinme in this analysis

where we have to use the built in assunptions. W
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tried to make it sinpler in the existing NPRM by goi ng
out to 300 or 660 or 1000 feet to the threshold radius
and that's a massive assunption. This is a snaller
assunption, but it is one.
kay, I'Il try to say this again. | probably

didn't say it well because |I wasn't planning on talking
about it in detail so | didn't prepare nyself real well
for this. |If you have a circle of 660 feet, you know
the radius is 660. You know what your data is inside
that circle because you' ve been gathering it for years.

For that particular pipeline it has a PIC of let's
say, 1000 feet. 1In lieu of the pipeline operator going
out and spending a lot of effort gathering data from
660 to 1000, what the operator could do instead is to
say okay, the ratio of the area -- let's say the area
of the 1000 foot circle conpared to the area of the 660
foot circle, let's just say 3:2. W agree that 20
structures is the nunber to use for the triggering of
an HCA, right? So we'd apply 3 over 2 to 20 over
sonmet hing and that sonething would be, let's say, 14
houses. So if you had 14 houses inside the 660 circle,
that would trigger the HCA, instead of the 20 houses
triggering the HCA. | could go over there and scratch
it on the board if you want ne to.

M5. DAUGHERTY: | understand what you're
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sayi ng.

MR. MOORE: (kay, any other questions on
that? That's how the flow chart would work for the
| NGAA- AGA proposal . Paul ?

MR WOOD: Paul Wod with CYCLA (ph). |If
under stand, though, the I eft hand branch, correct ne,
|"maccepting that this is a proposal, so if |
understand, the left hand branch correctly, you' re not
dealing with anything I ess than 300 feet or between 660
and 1000, the way your diagramis put together?

MR. MOORE: The way the logic diagramis put
together -- | put this together a few weeks ago, it
wi nds up having, Paul, is that you |look for identified
sites, and the definition of identified site is bigger
than just the regulation definition, we're going to be
| ooking for nore sites than what we already had inside
300 feet as well. That is a flawin the flow chart
because | did it a few weeks ago and we di scussed at
| NGAA- AGA. There's a debate of whether you shoul d | ook
for identified sites all the way to your PIC radius
regardl ess of prorating -- for identified sites, yes.
There's an argunent for that. Good point.

Moving on. Here's some exanples of how the
alternative proposal would work as opposed to what we

just showed you on the NPRM | have a yellow |ine
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right there, and that is the PIR for this particul ar
pipe. This is going back to Duke Pipe, 30 inch, 1050
psig. In this case, you have an office building with
50 persons, it would be an HCA, and that is different
fromwhat the NPRM has. You have the |licensed day
care, 950 feet fromthe pipeline, it would not be an
HCA now, and that is different fromwhat the NPRM
currently proposes.

Agai n, using the exanple we just saw, you can
see that the lines drawn across where the PIRs were
actually were used, on the left side, the 20 houses in
1000 feet would not be an HCA now because nmany of the
houses are outside the PIC, and they woul d not be
affected by a pipeline failure. On the right hand
si de, you have an inside the 660 thresholds and it
woul dn't go out to 1000 feet under the NPRM and t hat
woul d be an HCA, and that is different fromthe NPRM
Again, what we're trying to do is show consistency in
application. Al houses are equal. W're going to
treat themthat way. That's different fromthe way the
NPRM treats houses. They have been treated separately
depending on where the circle is and the threshold
radi us.

Third exanple, you see the line for the PIR

20 houses in 1000 feet, is now not an HCA, and that is
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revised fromthe NPRM that on this |left hand side
woul d be an HCA under the NPRM Again, the right hand
bui | di ng of 50 persons, now would be an HCA under the
i ndustry proposal, and that would be revised fromthe
NPRM whi ch woul d not have that as an HCA. And the
final exanple, on the left side you have Class 3 with
say, 55 houses, and that is an HCA under both proposals
if they're both within the PIC, and as it's drawn it
is. On the right hand side, you have Cass 2 with 35
houses and that would be an HCA. It would be a
revision fromthe NPRM so you're consistently applying
the rule for the entire pipeline as opposed to m xing
and mat chi ng and guessi ng and hopi ng you have your
di anonds right and all that.

kay, so let's close by contrasting the
benefits for the industry's proposal. One, it exam nes
every foot of pipeline for HCAs, every single foot,
Class 1, 2, 3, and 4 gets exani ned under the industry
pr oposal .

Two, it extensively uses data devel oped over
30 years to precisely exanm ne | and use for true HCAs.
And it would do it in a manner that |ooks for both
structures and identified sites.

Finally, it enables operators to evaluate the

entire system for HCA on nuch higher resol ution,
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regardl ess of plat. You're looking at a very high
resolution way. This is nmuch different fromthe
hazardous liquid rule, and that's because the
predictability of gas upon release is extrenely, for
| ack of a better term nodelable. W have a nodel that
pictures it very well and it's very predictable. W
need to use that advantage if it nakes sense, based on
science. W use science, proven by field experience,
to the greatest extent possible in the industry
proposal. That's one of our over-arching goals in the
i ndustry, use science that's credible, and by show ng
that the nodel works in the real world, it's credible.
Second bullet, it treats all areas the sane.

I n other words, 20 houses equals 20 houses, regardl ess
of the class |location. W need to offer additional
protections to the places that need it. Places that
have the density, and not m x and match and offer it --
wel |, these 20 houses yes, and sorry, those 20 houses,
no. That's wong. That's wong. W need consi stency.

Exi sting processes are maxim zed w thout the
| oss of pipeline safety. Go back to our five days a
week instead of 50 days. It worked in the past, that
process that all of our fuel guys are doing and
gathering every single day and continuing into the

future.

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

118

The focus, under the industry proposal is on
i nspections of pipelines. That's where the safety
benefit comes from It's not in identifying HCAs.
It's on the inspections thenselves. So the focus is on
t he inspections, hopefully would be. Hopefully
woul dn't be on gathering |arge amounts of data to
define the central HCAs -- grow on that and not throw
out what we have.

Finally, the -- no, not finally -- the
proposal is not confusing in application, pretty
sinple. W think the public can understand it. W
think the regulatory conmmunity can understand it,
federal and state, and we think operators can
understand it. Big advantage. |t addresses structures

bui | di ngs through usage | evels, not incident and
frequently what will turn out to be intrusive data
col l ecti on.

And it includes reasonable, and technically
based portions of the existing NPRMand that's
inmportant. W need to recognize that the NPRM has a
| ot of good stuff init. It just so happens -- and
we're going to tal k about several areas today where we
agree on the NPRM Wien we're tal ki ng about sonet hing
this conplex, we're talking about it in a day, there's

a lot of good stuff there. Definitions of identified
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sites as nodified by industry, and take away sone of
the very big anbiguities in it, nakes a | ot of sense.
Class 3 and 4 for smaller operators nakes a | ot of
sense. And 20 houses as applied in the system makes a
| ot of sense as science has backed it up.

Wth the bifurcation approach in the industry
proposal, the HCA definition permts an operator to
| argely use the final rule that cane out in August, or,
as an alternative, the left side of the flow chart you
saw, on the right side, the operator could choose to
i ntensively exam ne every circle of every foot, using
the very best science we have at our fingertips today.

And finally, it permts focus to be on true
HCAs while elimnating inconsistent applications. |
think this provides us with what Rick nmentioned as
being -- being at clarity, we can understand it. |
think it nmeets the goal of the public as we understand
themtoday. It neets the goal of industry, and | think
it neets the goals of the regulatory comunity. That
concl udes ny presentation.

M5. DAUGHERTY: Could I ask some questions.
Wul d the split approach -- would you envision an
oper at or appl yi ng one branch of that equation to
certain systens or certain lines, and the other

approach to different areas of their systen? |n other
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wor ds, one operator using both approaches?

MR MOORE: | don't know on the sanme system
but just in different areas of the systen?

MS. DAUGHERTY:  Yes.

MR, MOORE: | think both nmethods on split
pat h make techni cal sense, so an operator could use
whi ch one he chose. It would be difficult, | think,
for the operator to explain why he chose one here and
one there, and that's an inconsistency | think an
operator needs to really address in his own thought
process. But the technical basis is there.

MR. BARRETT: |In choosing the 20 houses, why
do you | ook at just taking the density that's already
in the Cass 3 location and noving that house per area
density path in the smaller areas, because obviously it
woul d take fewer houses to inpact at that level. And
20 -- every 20 houses ..

MR. MOORE: To talk about the last part, you
just nentioned, Zack, about you have a snall radius
circle due to a small dianeter, small pressure, and go
back to the slide | had at the start where the existing
rule doesn't -- it penalizes small operators, operators
of small pipes like that, because it goes out to 300
feet regardless, even though the circle may only be 50

feet or 100 feet, and they have to -- they're
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i nvari ably being penalized. The circle itself, when
you tal k about we're wanting to of fer additional
protections applies across the board, because you're
offering it to X people -- system of X people per area
you're trying to protect. Stacey.

M5. GERARD: First a comment, just for
clarification. Appreciate the consideration of
consistent policy in the density question fromliquid
to gas. Point of clarification is that the 1000 people
per square mle criteria for liquid is one of two
criteria. The other criteria is the population in the
census tract for other popul ated areas, which is about
-- we don't know exactly how nmuch nore conservative,
because it's not quantified per -- published per square
mle, but it is considerably nore conservative than
1000 peopl e per square mle, which affected sone of our
considerations on the nunber 20. So it isn't really
based on 1000 people per square mle. | just wanted to
make that comment.

My question is there's a trenmendous anount of
work that's gone into this concept that you've proposed
and really appreciate how nuch effort has gone into it
on your part and everybody you work with, to cone up
with this proposal on behalf of so nmany pipeline

operators. | wanted to be clear as to why you propose
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the bifurcation. | have a feeling there's several
reasons behind the bifurcation, and | just wanted to be
clear as to why. Because the issue of bifurcation, I
think potentially could make it conplex for us in terns
of the adm nistrative steps we would have to go through
to favorably consider that proposal. So | want to be
sure what the benefits are behind the bifurcation.

MR. MOORE: Nunber one reason, and Andy, junp
in with nunmber two if you want, whatever, that's fine.

Nunber one, it allows different types of operators --

Dan tal ked earlier about ... |INGAA conpani es -- about
28 | NGAA conpani es. APGA has 600. AGA -- I'msorry?
900. And AGA has about 200. These are all different
size conpanies with all different pieces or anounts of
techni cal data and conputer systenms and ability to
eval uate different ways on their systens, especially
APGA guys, ny God. |'ve been educated a | ot on that
|ately and how different they are frombig transm ssion
operators like nyself. 1It's incredible. This approach
allows themto credibly establish what their HCAs are
wi t hout hauling in enornmous anmounts of effort going
down circle path and they may not have the technol ogy
for it.

On the other side, it allows |arge operators

who have the data in a database that they can get to,
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or if they want to use cellophane and slide it down an
aerial view of their pipeline, they can do that too.

It lets that operator use the very best science that

they ... w thout bankrupting small guys. And that's
our goal. Laurie, cone up here.
M5. TRAYEEK: |'m Laurie Trayeek, I'mwth

t he American Gas Associ ation, and the reason that this
is a particularly inportant point to us and actually
also builds a little bit on Linda's question. |Is that
you need to understand that it is our belief that the
choi ce of saying that all of your pipe is Cass 3 and 4
is HCAis a very conservative choice, and it is only
going to be nade by an operator that does not have a
ot of mleage that is transm ssion -- that does not
have the kind of ability that Daren and Andy have
suggested in terns of doing all of this analysis, or
trying to determ ne exactly -- or wanting to do this
cal cul ation. So because of that, they are choosing to
pay that amount of type and apply what the industry
woul d consi der woul d be a nbst conservative approach in
deciding. Well, it's conservative -- that's really
what Daren just established is that if you want to
focus on consequence, then you want to | ook at the C
FER equation and you want to determ ne what the inpact

or consequence of what we establish as the criteria
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woul d be on that criteria, and that is where you should
be focusing all your HCA enhancenents. And if you're
outside of that area, and you're not an identified site
as we've tal ked about in a Cass 1 or 2, though this
applies to all, Cass 1, 2, 3, and 4, then it's not
necessary to add these enhancenents.

So again, if an operator is going to choose
to say that because of the limted mleage | have,
because of the limted ability I have to do all of
t hese cal culations and all of this, I'mgoing to choose
t he nost conservative, then they can make that choice,
but again, we -- that's -- and that's why it's
inmportant, and it's inportant to have that flexibility,
because an operator can have a systemthat operates in
downt own Manhattan, but al so operates is nore |ess
conplicated areas outside of downtown Manhattan, and so
it may nake sense for downtown Manhattan for themto
t ake that approach, but may not nake sense to do it on
segnents outside of Manhattan. But the risk approaches
all.

MR. MOORE: Fromthe fact that they have |ess
know edge, shouldn't sonme of this analysis be useful
for themto do? Since they have | ess know edge,
shoul dn't sone of this analysis be easier for themto
do?
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M5. TRAYEEK: It's just a matter of a
resource issue and how they want to apply their
resources, and if they want to choose to have a |l ess --
take this nore conservative approach to just say | wll
take this all as HCA, you're getting the sane result
froman inspection standpoint, you're getting a little
bit nmore than maybe woul d be necessary if you applied -
- soit's just a matter of how do you apply your
resources and what's your best approach, and as |ong as
the end gane is still nmet, that flexibility helps the
operator. Yes, it's the nost cost effective way of
getting to that sane end gane.

MR MOORE: Bill?

MR GUTE: I'mBill Gute, Ofice of Pipeline
Safety, and | guess | have a question. | mght have
m ssed sonet hing on the conservative and the C FER
approach. And | think when | was | ooking at the
presentation there was a 30 inch pipeline at 1000
pounds, sonething |ike that, which is a 660 inpact
circle.

MR MOORE: Yes, it was.

MR. GUTE: So the question | have, if you
have a 36 inch pipeline at 1200 pounds, or sonething
like that, and the inpact circle goes beyond the 660,

am| correct in saying that that's out of the picture
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now?

MR, MOORE: No, no.

MR. DRAKE: No.

MR MOORE: Bill, the way it would work is
let's say the 36 and 1200 has a radius of 1100 feet,
just say that. That's your PIC. You would | ook on a
prorated bases inside the 660 for however nmany houses -
- that's going to be based on 10 or 12 houses. If you
had 10 or 12 inside the 660, HCA. If you had
identified sites inside the 660, HCA. And as Pau
poi nted out that maybe you want to | ook for identified
sites on further out because that's not a proratable
obj ect.

MR GUTE: | guess -- | think, ny question, |
can narrow it down. And naybe that's the one that Paul
was asking it. Let's say you have no houses in the 660
and you have a hospital at 680, is that hospital
covered?

MR. MOORE: Under Paul's question, the answer
woul d be yes, because you | ook for identified sites now
past 660.

MR. GUTE: So the proposal is it would | ook
for those sites outside of the 660.

MR MOORE: Bill, industry hasn't finished

fine tuning that part of our proposal. W recognize
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that's sonmething to debate in our community. Pau
brought it out very well in his question, and it's
somet hi ng we' ve consi der ed.

MR GUTE: Ckay, well, | think that is an
issue that's absolutely --

MR. MOORE: W've identified it, Pau
identified it, now you' ve identified it. W're al
getting there. W're asking the right questions.

MR. GUTE: And | have one nore question,
know it's getting near lunch here, but |1've got to put
Andy on the spot now. And | was just curious, | think
this is a very interesting proposal, but you nade a
statenent in your talk, whatever it was, --

MR. DRAKE: \\hat ever.

MR GUTE: Whatever that was, | don't know.
That under the proposed rule that we had that you would
have to pig 80 percent of your conpressor stations
downst ream conpressor stations. | was curious if you
had | ooked at, with the new circle approach across the
entire system do you have any idea --- would that be a
reduction or would that be about the same? What woul d
that turn out to be?

MR. DRAKE: When we | ook across the system
we pick up sonewhere close to the sane anmount of the

di scharge sections. What you see -- and Daren hit on
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it, the population density distributions don't follow
these 46 per mle evenly spaced out. Most of the
people are in the certain parts of the country, and |
think that's the value added is that if you want to
cover those areas nore intensively --

MR GUTE: Yes, | agree with that, but if you
say though, that --

MR DRAKE: W trade sone val ve sections.

MR GUTE: But it would still turn out to be
about 80 percent?

MR DRAKE: Well, I'mKkind of hesitant here
to kind of say a nunber because if | can't see the
target --

MR GQUTE: We don't know what the definition
is yet. W don't know --

MR DRAKE: If | qualify it real heavily, if
we use a nunber like 20 and if we use these -- sone of
these definitions to talk about sites, and yes, it's
about the sane. It noves it alittle bit nore, and |
think you're a little bit nore publicly credible,
you're trying to find the people and address them and
that's the issue. But when the nunbers nove around,
like if the nunber goes from20 to ten, it goes to 100
percent of ny di scharges and now we're not focusing.

MR, GUTE: Ckay, | just wanted that --
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MR, DRAKE: So it's very volatile -- that
nunber -- and that's why I"'mkind of ... is that nunber
is a very volatile issue. |If you nove that nunber

around, it changes the hurdle a |ot.

MR GUTE: Well, it just struck me, though,
that a circle would still cover a |ot of valve sections
because you're going to hit -- and basically you're

agreeing with what |'m saying.

MR DRAKE: Yes.

MR. GUTE: Yes, thank you.

MR. MOORE: Any other questions before -- |
guess we're going to break for lunch at this point? 1Is
t hat the idea?

MR MOSINSKIS: | have a -- just an
observation. |'m George Mosinskis with the Anerican
Gas Association, and as Daren said, we represent about
-- exactly about 187 operators with m | eage ranges --
with mleage in the transm ssion sector ranging from
five mles to 5000 mles. Basically, what we're
tal king here is an added | ayer of protection over what
al ready exists, correct?

MR MOORE: That's correct.

MOSINSKI'S:  There is in place at |east --
| SRANI: George --

2 3 3

MOORE: M ke, you agree with that
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st at enent ?

MR ISRANI: (off m ke)

MR. MOORE: Ceorge, restate the question so
OPS can answer the question.

MR MOSINSKIS: Well, what |'msaying is that
basically that what we're tal king about here int... is
integrity managenent which is an added | ayer of
protection fromwhat already exists in terns of
pi peline safety -- inspection, assessnment, and
integrity managenent.

MR. ISRANI: That part is true.

MR. MOSINSKIS: COkay, | just wanted to nake
sure that that is the case, and that we can identify at
| east 12 different special inspection procedures that
take place, nost of them annually or even nore
frequently to maintain the health of the transm ssion
pi pelines, correct?

MR. ISRANI: That part is correct too.

MR. MOSINSKI'S:  Ckay.

MR ISRANI: Let nme tell you one part |
didn't think was correct. |If we go either approach,
what you heard from Daren right now, for the pipeline
whi ch have a very small inpact circle, you will not
find any pipeline that will fall under HCA definition.

You cannot find 20 buildings even if you nount on top
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of each other -- four story and hi gher buil dings, you
cannot put buildings in a 100 foot circle, neaning you
do not have any pipeline which is in on a HCA. So that
was the point -- | can go through this entire and give
100 theoretical flaws there, but you know we are not

here about battles, we are here to find sone bal anced

appr oach.

MR MOSINSKIS: | agree with you fully, M ke.
That's all | wanted to ask.

M5. GERARD: Since M ke raised the question,
|"d like to pose it as a question. If we were to

consi der the proposal on the right side of your chart,
run the circle, and you' ve got a smaller pipeline that
woul d have 100 foot, and you seemto have support for
the policy of a consistent basis for nunber of houses,
but realistically in that smaller zone, you obviously
can't fit 20 houses. Wuld you -- since you're willing
to take an approach to extrapolating from 660 out,
woul d you consi der an approach appropriate for
extrapol ating the | ower side, downward, so that you
woul d | ook for the same rate within 100 foot radius?
MR. MOORE: Stacey, | think that's a very
good question, and M ke said 100 flaws, and perhaps
that's one. | think the answer is best given by the

states or perhaps by operators who are nore affected by
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this, |ike our AGA nenbers.

MR. KUPREWCZ: | just want to be sure you
don't | ose perspective here. | knowit's easy to chase
after these nunmbers and whether it's 20 or 15 or 25.
Sounds |ike you guys got a workable solution. But from
t he perspective of the public interest, and | think
represent sonme of these corporations here, there's a
poi nt where the real issue is that if you're
unshel tered or you' re outside, you don't have much
time, and if you're close up, you don't have nuch tine.

So as you get these snmaller lines, building structures
are less of an inportance. W don't want to | ose focus
of that issue. 1'mnot saying if you re near one of
t hese and your house burns down, that's one issue. But
what you don't want to | ose sight of is you' ve got
pl ayground that's right up against your right of way,
and you lose a small dianeter line, it still has
tremendous ability to cause severe, serious casualties
to those unsheltered individuals. So, to nme, your
defined sites is going to capture that trigger to bring
in that additional scrutiny level and | woul dn't
recommend -- or | would recommend not getting so overly
focused on that building structure concept, because it
beconmes less of a -- the identified site is your real

safety catcher for the areas of risk that 1'd be

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

133

| ooki ng at.

MR. MOORE: And Stacey, identified sites
woul d still be | ooked for in those small circles as
well. That's not off the table at all. And Rick,
you're asking the right questions. Been doing it al
day, and that's great stuff. W actually talk about
di fferent nunbers of people, and if it's an outside
area, because they're unprotected and nay not be able
to whatever, that the threshold is different than for
t hose people who are nore greatly protected inside a
structure. That's in the proposal. | didn't talk
about it, but it's in the proposal. And that will be
filed in the docket comments.

MR. EASTMAN. Just a quick statenment. First,
| want to -- ny nane is Alan Eastman. |I'mwth Pacific
Gas and El ectric Conpany out on the west coast. W
have about 6000 miles of transm ssion lines, Class 1
through Class 4. First | want to real quickly
recognize Mke. | think he probably feels a little
beat up at this point because of sonme of the statenents
that industry laid on that, and | think Mke did an
admral job of trying to define what is Hi gh
Consequence and what is not.

First point 1'd like to nake, regardl ess of

what is decided on the H gh Consequence Area
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definition, your comrents, basically you want to add
nor e geographical areas. Cearly you're going to add
nore safety just in ternms of requiring inspections for
t hose cl asses, in other words, Class 3, 4, the circle
rule -- you know, geographic additions are one that are
clearly going to require inspections. That's part of

t he whol e process in inproving public safety.

The second thing is | really support the
scientific based inpact circle rule, and maybe from a
little different angle. Maybe kind of go on to what
you were tal king about. Wen you sit across the table
froma permtting agency and you tell themthat you
need to tear up the new roadway that they just laid --
and | just got through having this conversation with
the county of Santa Clara | ast week. | need sonething
real defensible that | can show themthat, hey, you've
got folks -- first off, they did not accept that
there's a federal law. There are sone people really
smart out there. | was pretty amazed that they brought
up the GFER rule to ne. Geat. Love it. W can talk
about that. But | need sonething very defensible that
| can say, okay, there is going to be an inpact in this
particul ar area soon, potential inpact if an incident
occurs because of this calculation. | think that's a

scientific based approach that is defensible that wll
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carry weight with public permtting agencies.

Then | think there's other permtting
agencies that aren't as smart, and there are smaller
operators that can just cut to the chase and go ahead
and do their 50 mles Cass 3, 4 and acconplish that
added safety margin which you'd |i ke to have.

So | guess | just wanted to nmake a statenent
that | really support the scientific basis, and |
really believe dowmn the road, if you |l ook out into the
future, one of your goals is to get nore operators to
get nore risk nmanagenent prograns, and nore risk
assessnment know edge -- it's going to happen because
nore and nore permtting agencies are going to say,
wait a mnute. Tinme out. Wy do you need to tear up
t hat roadway? Wiy do you need to drill every ten feet?

Wiy do you need to replace those valves? |'m not
convinced that's going to inprove the safety of that
l'ine.

So, just in support of what Daren tal ked
about, and al so in support of what M ke tal ked about,
think it's doable, I think we can cone together and if
we get people focused in the right areas.

MR. MOORE: Thank you.

M5. GERARD: When we were nmaking

i ntroductions earlier, we did not have in the room
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Linda Lasley (ph) I wanted to introduce. She is with
the Departnent's General Counsel, and Linda's here
anticipating that this rule is actually going to be
packaged as a final rule and cone for clearance, and so
we appreciate her being here in the Departnment to get

t he background to nmake it easier for her to consider

this. 1It's an awmful lot of technical information and
if you don't live and breathe -- and even if you live
and breathe pipelines, it's very technical. Imagine if

you don't and you have to review this. So we
appreci ate her being here.

MR. MOORE: Any questions before I sit down
and |l et Stacey have the floor back?

MR ISRANI: | would say that since we have -
- we had one comment from Rick, and then we shoul d take
l unch break and we have other itens on the agenda.

M5. DAUGHERTY: | just wanted to nake a
comment before we go to lunch, we may | ose sone peopl e,
pl ease keep in mnd, any of you that are shy and don't
want to stand up and ask questions, that you can al ways
send in comments to the docket and we will consider
those. W encourage you to do that.

Bon appetit.

MR ISRANI: Right nowit's ten after 12, so

we can get back here by ten after one?
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1 (Wher eupon, at 12:10 p.m, the hearing was
2 recessed, to reconvene at 1:10 p.m, this sane day,

3 Friday, March 14, 2003.)
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AFTERNOON SESSI ON

1: 20 p. m

M5. GERARD: ... lingering out there in the
hal | way. Yes, before starting up the afternoon
session, there's sonebody in the room who was not
i ntroduced this norning properly, who should have been,
and that's Sherry Pappas is sitting towards the back of
the room and she is Mke's co-author or partner.
Sherry, could you raise your hand? Sherry is w th RSPA
Legal Counsel, and al so who has joined us is the RSPA
Chi ef Counsel, El aine Joost who cane just at the end of
t he norning session, but I'msure we're going to make
it worth your while for the afternoon session, Elaine.

So nost people, | think, are back in their
seats and we'll start up and | think we're going to
make a slight adjustnent in the agenda to call up Jim
Ander son because | think his presentation flows nicely
from-- just follow ng the norning presentations.

MR. ANDERSON: Ckay, let's see if we can
stunble through this. | was in the office Friday and
Anne Marie Joseph, the Ofice of Pipeline Safety, is ny
-- old days it would be pen pals. | guess tel ephone
pals, me being the NAPSR Chair, I'mtalking to her
about three or four times a week. She knew | was in

the office and she sends nme an e-mail and says you're
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going to the public nmeeting aren't you? And | said
yes. She said would you like to be a speaker? | wote
back in enlargenment, "NO'. She sends ne back an e-nai
stating, it would be nice if you spoke. Your tine is

| ate that afternoon. So we got it about 3:15, |
figured I'd have about 12 people in the audience to
talk to on Friday afternoon in Washi ngton.

So we're going to be tal king about state
regulators. | amthe Director of the Pipeline Safety
Section at the North Carolina Utility Conm ssion, and
|"mjust a plain and sinple guy. M/ presentation's
going to be plain and sinple.

In addition to this integrity nanagenent that
we are | ooking at, the 800 pound gorilla here, we also
are operating and we still regulate our operators for
Part 192. And | told Stacey yesterday, | feel like I'm
going to a buffet with a saucer and everything else is
just getting overl oaded, overl oaded and overl oaded.

But after | make this PowerPoint presentation and |I'm
probably going to do it again at a SEGA -- it'Il be the
second time |'ve ever done one. So if you all wll

just kind of bear with me on this.

The thoughts on this are mne. | got sone
people to help me put it together so it would nake ne

| ook good, and help ne get through here.
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Now | ooki ng at a H gh Consequence Area, what
cane first? the pipeline or the houses? You know, if
you're an intra-state operator, chances are this
pi peline was built possibly 30-sonething years ago when
there was no such thing as a HCA. Al of a sudden,
just like in real estate -- location, |ocation,
| ocation drives everything. So all of a sudden,
don't know if they did a great horizontal directional
drill through the back of these houses to get that
pi peline through there, or was the pipeline there and
t he devel oper thought he could get sone |and and j ust
put the houses there, which he probably did.

This is a Piednont Natural Gas, one of the
operators in North Carolina. | said hey, | need a
pi cture of something or other, and this is what they
hel ped ne with. | think that kind of drives what we're
really tal king about right now W were talking
earlier, and | make the point that listening to the
ot her speakers up here, they were tal king 30 inch, 36
inch, 42 inch pipe -- very rarely did they get down to
the 18, 12, 10 -- you know, that's what the intra-state
operators have. And chances are, nost of the intra-
state operators, their pipelines are one way feeds.
They're fromreally the main transm ssion line to where

the load is, and anything cones beside it, they' |l just
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put a T in there and go on.

So when you get down here to our in |line
i nspections or going in here and pressure testing or
di rect assessnent, which we don't know what it is yet,
we're going to have a |l ot of concerns in everything.

So when | got up here and | was talking to M. Director
who's not here and | said, what's that going to cost
you all when you all do all this stuff? He said, a
lot. | said, you're going to pass it on to the
investor utilities to pass on to rate payers aren't
you? He said, probably.

So it's all going to filter down to where |I'm
working with the state people in North Carolina, and
the utility comm ssion, not only do we | ook at safety,
we | ook at operation and rates, and M. Mke WIlkins is
one of the Commi ssioners was at the ... neeting in
February. He got wind of the pipeline safety
reaut hori zati on act session, went in there. He cane
back and talked to ne. He said, get our operators in
here. |1'mconcerned on what this is going to do to us.

So have neetings sitting in April, I'm
bringing in ny intra-state transm ssion people and |
will say |I've had the opportunity to work in Kansas,

Okl ahoma, and now North Carolina in pipeline safety

regul ation, and I know |I've got sonme of ny Okl ahoma
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peopl e here that | worked with before, but I"'mreally
proud of nmy North Carolina people. |[|'ve been working
with themfor ten or 11 years, and we try to work
together. It's not a butting heads. Wen this thing
canme out | called themand said, how are we going to
approach this? 1 try to use it as a partnership nethod
instead of me just telling, telling, and telling.

Because when | try to put this thing together
and looking at it -- I"mgoing to put a PowerPoint here
like | said, so | had neetings and trying to get al
this. They helped ne out and I'mgoing to go through
t his.

The intra-state lines -- this is North
Carolina. This is Transco -- we've got sone of those
W lians people back here. That corridor there has got
four interstate pipelines init. | believe there's a
30 -- two 30's, a 36 and a 42 inch. And this is wde
as it can, it's going right up there and it crosses
577, 95 and so forth, going on up into Virginia. Now
t hose people there, they're set up for pigs to run it
through there, to test and | ook and everything el se.

For exanple, this line of North Carolina
Natural Gas Line 1 is a 16-inch line that's got a
conpressor station out here at junction A It kind of

takes off and goes up there and feeds |ike Fayetteville
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on over here to Geenville, Washington, and so forth
Those are like ten or 12 inch lines. So they operate
different. Their SMYS is different, and anytinme that
you have a dig-in and you had to go in there and do
sonething to it and put a newer fitting in there, if
you did have a place to pig, you m ght have made it
mess up because it won't -- a smart pig will not be
allowed to go through where a fitting was. So we goi ng
to change our conplexity there.

Transco, our four lines here -- we have a
Cardi nal pipeline which is part of the WIlianms and
Transco operation, and they feed the Ral ei gh area, but
this is North Carolina Natural Gas. Down here you've
got two lines going parallel. W do have one line
that's 30 inches, and it goes fromover here to the
Transco takeoff to Hamlet. That's a 30 inch |line but
it also fuels five generating plants.

Now when you're getting into gas and
electricity -- and the gas conpany's trying to buy
el ectric conpani es now so they can bring gas where they
want to for the generation and so forth, we've got down
there -- used to, in the sumertimne when you was a gas
operator, you might take a line down for a while to do
repairs and so forth. But nowadays you can't do that

any nore. Now you're having a peak season in the
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wi nter for heating, now you ve got a peak com ng down
here to generate electricity so you' re caught short on
sonme of this stuff. So what do you do?

You know, we're going to | ook at direct
assessnment, which right now the only thing |'ve seen is
NACE and there's nore acronyns than a show dog can junp
over in this little deal anyway, that we're going to be
| ooking at. And I'mgoing to bring that up too. Like
| say, I'"'mafraid |I'mgoing to enbarrass nyself up here
and I won't -- everybody's going to |augh at ne, but if
| do good Stacey might ask nme to do it again. So |I'm
kind of in trouble right now

| used to run the gas systemhere in Pitt
County, the Geenville Uility Conmssion. It's just a
muni cipal -- it's pretty large. It's got about 17,000
custoners, but we're tal king about transm ssion |ines.

These two lines from Geenville over here to Little
Washi ngton, one of themls a four and one of thenms a
three. You're out here in what could be a Class 1 or 2
| ocation, but nowadays in the intra-state operation,
you're going to have nore little rural churches going
out here and putting their lots here close to your
pipeline, it's going to change you from a possible
Class 2 to a Cass 3, but luckily our guys are pretty

smart. They kind of design everything Cass 3 just in
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case it cones up that way. O it would not have been
an HCA until now you've got nore than 20 people or 50
people conmng in there so many tinmes a year that you're
going to have to go in there and do sone nore testing.

| get the annual reports from our operators
and right now we have 2789 niles of transm ssion |ines.

Now t hat's anywhere froma two inch line up to a 30

inch line, and if you get right down to it, and after
talking with OPS yesterday, being Chair of NAPSR, |
talked with Stacey on sonme NAPSR i ssues and ki nd went
into alittle bit of this. | wish | could have done a
little bit nore detail and cone up with a percentage of
what might be two or less than four inch, less than six
inch, or less than eight inch. They m ght have a SMYS
range anywhere froma 20 percent SMYS up to a 40

percent SMYS. These are intra-state lines. These are

the ones that -- that come to Jim W' ve got a 192 Jim
there in Raleigh. | deal with all those people on the
pi pel i nes.

Now | ooking at the Code -- alright, after we
go in and do our assessnent, we're going to go in there
and we're going to take our project over here on his
ri sk assessnent project that I think is very nice --
we're going to cone in there and | ook and everythi ng,
then we're going to come in here -- we're going to
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direct assess this, which we're trying to work on a
definition for right now

O we're going to do an inline inspection,
which is smart pigs. Now we really can't do that on a
| ot of our pipeline. W've got a |lot of 90 degree
deals. W've got a lot of one way feeds. W've got a
| ot of pipeline put in before '94 when the codes said
that you had to make everything piggable. So we can
maybe scratch out that one on sonme of this stuff.

If you' re going to hydrostatically test it,
i ke you naybe get under new construction you' re going
to mght have to take it out of service. No can do.
We're kind of caught short there too.

So a lot of us are going back to what if --
to a direct assessnent, and we don't know what that is
right now The only thing I've heard is, what?, it's
external corrosion direct assessnent. Well, we also
use the term nol ogy, a close interval survey, or do we
need ... rectifiers up so we can get it froma negative
.9 to a negative 1.3 or sonething or other? But to
make sure that we get sonme off the botton?

Al right, now | ooking at -- oh, there's really
a two over there. W've got 2,789 mles of
transm ssion lines -- slide nme over?

PARTI CI PANT: | don't think it's going to
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wor K.

MR. ANDERSON: Ch, man. But we've got 2,789
mles of transm ssion. Now |looking at the way the
intra-state operators operate, a |lot of those are in
Class 3 and Cass 4 locations. So talking with ny
operators, you know, | said we m ght have 75 percent
Class in our HCAs by the tine -- But if |I have 75
percent because of this, if you look at it, if you even
want to try to pig it, if you find your HCA, when you
did construct that |line you' ve got a place to have a
pi g | auncher or a receiver, you may be 20 nmles down
the road and al t hough you' ve al ready done a risk
assessnment, you're pigging 20 mles to come up with
your 1000 feet in here, and the cost gets astronom cal.

And that's going to be passed to ny rate payers.

So then we're going to have 2092 mles in the
integrity managenent program You take our percentage
of that, you're going to cone up with 348 mles a year
at an estimate cost of $10-15,000 a mle, that comes up
to be about three and a half mllion to a little over
five mllion dollars a year that our operators in North
Carolina are going to endure to be passed on to our
rate payers. Just for DA

Now, if you opened up the USA Today

yesterday, no actually day before yesterday, first
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thing you saw in the noney issue was this guy here --

he's actually ... oil, but the thing he says, "It was a
winter fromhell"” -- Long Island New York -- "says
retired executive MFardle (ph)." H s gas bill was

$425 -- you know, 107 percent above what it was | ast
year. So if you're going to add the cost of gas when
you' re out here purchasing, the overhead cost in
February was double digits. Last year it wasn't double
digits, now the price of gas is astronomcal. And if
we're going to add all this on to it, and with the
recession in the econony -- we're rural in North
Carolina, you know. W lost all of our furniture
plants, we lost all of our textiles overseas, and
everything, so -- and ny state's broke.

Alright, so we're going to do an inline
i nspection. W've still got our 2789 mles and we've
still got our 75 percent. Alright, so looking at this,
to meet our ten year criteria, it's going to be
sonething like 232 mles a year at a cost of $25-30, 000
amle, it's going to be alittle over $5.8 mllion to
alnmost $7 million a year that will be passed on to the
rate payers.

Sane principle here if we're going to use a
pressure test -- we're going to hydrostatically test

the pipeline. Looks |like it's going to add up to be

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

149

approximately $7 to a little over $8 nmillion dollars a
year that's going to be passed on

Now, I"mall for safety, don't get ne wong.

|'ve been in the business since 1979. As | said,
started out as an inspector, two program managers, as |
said, | raised the 1Qof two states then | come on in
here.

Now t hese are sone of the issues that we've
got in here on the piggability. You know, soneone
said, we're going to pig. But you don't have a SnapOn
tool that you can go ahead and snap on a pig |auncher
and a receiver. You know, you've got this stuff here
that you' re going to cone in here and do this.

Alright. Some of the bivalves that you put in and you
operate in, they're not full open. You can't run a pig
through things like that. Qur L's and T's in there --
all this stuff hurts intra-state operators, especially
when we're down in the four, six, eight, and nmaybe ten
inch pipelines, and then if you ever had a damage and
you had to go in there and stop it off, you left your

fitting on there, you can't run anything in there
anyway, although it was piggable when you did it, if
sonebody happen to give a D-9 locator out there and hit
your pipeline, you came in there to redo it, you then
stopped your ability to pig it.
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Then if you come in here and you're going to
do your hydrostatic testing, or you' ve got your
envi ronnment al people out here won't |et you dunp water
anywhere any nore. You know you're out here | ooking
for places for this. Then you' ve got your hydrocarbons
in here and then you're bl owi ng down and into purging
of everything.

Cost versus risk benefit. Nowthis is
sonmet hing a poor boy from Arkansas, you know, we'd |ike
to make sure he spends his noney wi sely. Now, | ooking
at the costs | had a while ago, and |like | said, ny
operators in North Carolina, they're good operators.
If we're going to be spending eight mllion a year, or
five mllion a year and over a ten year period, you're
up to here to about $50-80 million dollars, that's a
| ot of noney. | want to nake sure that we get our bang
for our buck. You know, if we conme up here and do a
ri sk analysis up here, and you m ght have a correl ation
-- you have a point zero up here to about ten, you do
your risk analysis and you maybe sonewhere in the three
or two, according to whatever engineering

specifications you're going to come up with

Well, if I"'mup there at a two, know ng |
can't get to zero -- | know the gentl enman said he can
go to zero -- that mght be our target, but there is
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sone risk here. If I'"'mat two, then | need to cone
down to one or one and a half, I mght not need to
spend $8 nillion over ten years to get down there. But

if I do a risk assessnment and I'mway out here at eight
or nine, I do need to spend that noney to conme back
down here to nmake sure I'mright.

And that's what | want to nmake sure we do. |
want to tell Stacey, you know on your risk reduction
and your cost, | told themif |I was Secretary M neta
and I'"'mgoing to tell my wife I"mgoing to go out and
buy nmyself one of these HUMV Ils to make sure they can
get from where they are downtown WAshi ngton -- that
m ght get you there. But if you then take that notor
out and put a six cylinder in there and make sure you
don't go too fast. And then you take it down to Jeff
Gordon at NASCAR and put that head and neck restraint
in there, and add that on in case you do get hit your
head won't get shoved around. So it's going to cost
you $75,000 to get to work, when you used to get on the
metro for four, or whatever. So we're |looking at a | ot
of noney here, and are we getting our bang for our
buck?

MR. EASTMAN. | think Andy has net his match.

(Laught er, appl ause.)

MR. ANDERSON: But | think I"'mtelling you
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the truth here for what I'mtal king about. Everybody's
shaki ng their heads.

Al right, now this has already been beaten to
death today. You know, everybody tal ked about you're
comi ng up here with your potential inpact ways, the
zones. You know, with your small dianmeter, you m ght
get your 20 percent SMYS and whatever going up there,
become a transm ssion |ine.

Looking at a six inch, and | just picked this
out here -- you know, you've got a six inch with MAOP
of 600 pounds -- they're all over the country for
intra-state operators. You're Potential |npact Radius
woul d be like 102 feet. Well, we've got to nove it up
to 300 so we can enconpass sonme nore people in there.
There's our radiuses we're working with. You' ve got to
round it up to the next highest.

Alright, we've got -- we're going to talk
about this as being conplex. Like |I said, I'mjust
kind of plain and sinple, and |I'm struggling through
this along with my other duties. | know we've got a
year to come up with this, and hopefully -- | know
there's lots nore people in this roomthan ne that can
come up and figure this out and hel p us understand it
and neet our objectives.

But we've got HCAs. We've got MRAs, CBAs,
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PlZs, PIRs -- like | said, we've got a |ot of acronyns
here that we've got to learn to deal with. You' ve got
your formula. You' ve got your intervals here, what
you're going to use, what tinmefrane you' re going to use
it in. And then you' ve got to go in there and retest
it. Wuat if you just built the line three years ago?

Do you have to go in there and retest it again? Those
are just questions that people come up wth.

Concerns. Now |I'mthe program nmanager and
have four really good guys that work for nme, but we're
not PE's. These guys that | have working for ne al
wor ked in the gas business before. One of them worked
for m in Geenville, one worked for a contractor, and
two worked for an LDC in the state, and | hired them
awnay.

Now | 'm going to be leaning on OPS really
hard to get this thing down to we can understand it, so
we can go out and talk to ny operators. And then we're
going to have to make sure our operators are trained.
Then 1'm going to make sure that if I go out there and
tell themthey're right or wong, they will understand
if I told themthey were right or wong if | knew t hey
were right or wong. So that's why we're | ooking at
t hat .

Then we' ve got sone -- let's get sone
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gui del i nes down here that are realistic. W had sone
flow charts up here a while ago that were pretty
conpl ex, you know. | was pretty close to them and I
still couldn't understand them W' ve got to get them
down to the intra-state inspector's |evel that we can
understand it, that we can go out there and talk to
t hese people. And then, we've all tal ked about
regul ative clarification. Let's get this thing down to
where we can understand it, basic terns, and neet our
goal s.

Now in our talk yesterday, when | was at OPS,
-- and this is just commobn sense. You know, you've got
a four inch pipeline operating at 20, 22 percent SMS,
it cones under this category. Now operators may end up
saying, hey, if we just drop our MACP 50 pounds or
what ever, operating pressure, we're going to be at
19.9, and | think that's going to be the goal that you
m ght want to achi eve that you don't come underneath
this. Well, will they still be able to neet the | oad
demands on the other end if they reduce the operating
pressure and so forth? And then all of a sudden, you
can drop in five or ten pounds and it'll save you
$30, 000 a year for this five mle line that nmeets this
criteria, chances are you're going totry to do it.

Are we | ooking at sonething |ike that?
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Maybe we can | ook at the definition of a
transm ssion line. You know, ny conpany a while ago,

t hey entertained maybe 30 percent SMYS or what ever,
let's get a correlation here. Maybe a snall dianeter,
a higher SMYS, and maybe a four inch up to a 40 percent
SMYS, a six inch up to 35, and eight inch up to 30 --
just have a little scale here.

If you're witing prescriptive rules, | guess
you can get as prescriptive as you want. W've gone
anywhere from prescriptive regul ati ons, we've gone to
per formance regul ati ons, and when you get into OP-2,
which is taking up the other part of ny nmenory bank on
the other side right now, you're |ooking at process
regulations. |I'mregulated to death right now and j ust
because I'm Chair of NAPSR I|ike | said, that don't
mean | know everyt hi ng.

So, that's nmy presentation -- tell me what
this means so we can get up here and operate it. So,
like | said, I'"'mJimAnderson and | will entertain sone
guestions. | can't guarantee |'l|l answer what you
need, but | think we m ght have sone intra-state
operators in the roomthat we can enlist their help on.

| just hope | made sense here.

(1 naudi bl e partici pant conment)

MR. ANDERSON: You're going to invite nme back
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now. Thank you very rmnuch

(Appl ause.)

MR. | SRANI: Ckay, we are running one hour
and 20 m nutes behind tine, so I'll try to cut down on
nmy slides and stress only the key issues that | want to
clarify in our proposed rule.

Since in the norning session we resol ved
i ssues on Hi gh Consequence Areas, SO now we can go on
in all those H gh Consequence Areas, what kind of
integrity managenent requirenments we are proposing. On
January 28th we issued the proposed rul e which asked
the operators to develop their integrity nmanagenent
program and follow that in the H gh Consequence Areas.

That proposed rule applies only to gas transm ssion
pi pelines which fall under the definition of Part 192
as currently states. No gathering lines, no
distribution lines are covered in this proposed rule,
and we are not |ooking at themat this stage.

These are the elenents of an integrity
managenent programthat formthe framework of your
entire programthat all operators will have to devel op
and follow. All those elenents, one by one, are
explained in the proposed rule. But | want to point
t he key things here.

That identification of H gh Consequence Area,
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devel oping | MP framework, and devel oping a plan is due
12 nonths after the final rule. And the |ast el enents,
fromthe managenent of change, comrunication pl an,

envi ronnmental and safety risk during assessnent have
been produced as a result of Pipeline Safety

| mprovenent Act 2002 which specifies these things.

In the integrity nmanagenment proposed rule, we
are explaining all these elenments. W are al so giving
cross reference to ASME B31.8S -- S stands for
supplement. W tried to use as nuch as possible from
the ASME standard B31.8. W have given reference to
vari ous sections and we have put sone exceptions where
we have. NACE standard wasn't devel oped -- NACE
standard is for the direct assessnment for external
corrosion. This standard was in devel opnent and it got
publ i shed after our proposed rule was already in QOVB,
the O fice of Managenent and Budget. And we are
consi dering using NACE standard as nuch as possible
because we have used the | anguage fromthe NACE
standard for the direct assessnment in our proposed
rul e.

Sel ect Assessnent Technol ogy. After
operators identify their H gh Consequence Areas, they
identify the segnents which affect the H gh Consequence

Areas. They will determne the threats of each
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segnent, all kind of threats, and based on the threats,
they' Il determ ne what technology to use -- whether to
use smart pig, pressure testing, direct assessment or
ot her technol ogy which is -- could be under devel opnent
or currently being denonstrated or proposed. But we
are ready to |l ook at any of this new technol ogy.

Direct assessnent as currently we understand
is good for external corrosion, and the standard, the

NACE standard, as | said, got published recently. W

are still working on the internal corrosion standard,
and stress corrosion cracking. I'mnot sure if -- no,
it's still under devel opment or being planned here. So

we have given sone specific requirenents for all of
these. W have given reference to ASME s standard and
al so plagiarized some of the | anguage fromthe draft --
fromthe details

What is direct assessnment? It's an integrity
assessment method which utilizes the process to
eval uate certain threats. Certain threats neani ng we
can | ook at external corrosion. W can use this
process to check for internal corrosion and stress
corrosion cracking. And we are not allow ng direct
assessment across the board. W are putting sone
conditions on it because it is a fairly new technol ogy

for us. And also it has not been used as much as
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assessnment methods, so we are allow ng direct
assessnent when ot her assessnment net hods cannot be
applied. This is an exanple |ike Ji mnentioned, when
there are -- the | ast segnments of the pipeline when
they are sole source suppliers and there are not | oops
and cross connections available to the pipeline -- that
situation. O when there's a substantial inpact on the
consuners. |If it so happens that operators find that
it will really affect their communities and have
drastic inmpact financially, those are the conditions.
And al so when operators have the pipeline which
operates at |ess than 30 percent SMYS, we are all ow ng
themto use direct assessnent. And when the operators
are going to excavate the entire segnent. And here we
are concentrating on small pipeline segnents |ike cross
connections or snmall |ength of pipelines where they
excavat e and exam ne the pipeline.

ECDA Regi on. \When we day direct assessnent
and then for exanple it is being used for the external
corrosion threat, the very first thing operators wll
be doing is for the entire pipeline, they' |l be | ooking
at this -- howto group it, how to have segnents which
can be grouped together to minimze going through the
process again. They will look for ones of simlar

i ndi vi dual characteristics, simlar operating and
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corrosion history, and other risk factors so that they
can group those segnents and then use a table that we
have proposed in the rule or nowin the -- we use the
tables -- where they cone fromthe NACE draft standard.
Those tables will tell themfor those kinds of
segnents what kind of direct assessnment tools are
suitable. So they'|ll determ ne what kind of direct
assessnment tools they can use, conplenentary tools they
can use. So that will expedite the process for them
and minimze -- they don't have to go through the whole
process over and over again.

After the operators have grouped their ECDA
regions -- external corrosion direct assessnment regions
-- for each and every region, we have defined -- this
is just an illustration, an exanple, how operator wl|
determ ne which region will need nore excavation than
others. And they will go on each and every region and
use this external corrosion direct assessnent device,
| ook at the indications when they run over the
pipeline. If there are -- this is just for
illustration purposes only.

| f the person who's doing the external
corrosion direct assessnent finds a pipeline segnent
that they have maxi num i ndi cation, you know, the needle

swings quite wide and they see a | ot nore of those in
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one region, that's a bad sign. That's a critical zone.
These are called severe conditions -- severe
i ndi cations, and that requires i medi ate action. And
we have indicated in the direct assessnent proposed
rule that they will excavate all those indications.
And this is for each ECDA region

| f you have sonme noderate indications -- and
t hese things can be determ ned. These veritable
positions of what are noderate, what are high
i ndi cations or mnor indications -- only experts who
are running the tool can tell you, can decide, because
they consider their tolerance |imts and what
indication is severe. So based on their best judgenent
and experience, they'll be able to tell you which is a
severe indication. Excavate all of those indications
here; and we require two high risk indications
excavations in this portion of a segnent; and here
m nor indications, we require only one excavati on.
This is just an illustration of how operator would go
about their region, and how they deternm ne excavation
criteria.

This graph -- this chart | threwin there
because just to give you the sane exanple, what we are
| ooking at. This dark one indicates the close interval

survey -- you can read close interval survey and the

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

162

next one here, this is fromthe DCVG -- direct current
vol tage gradient. This is the nost commonly used

di rect assessnent tool that operators use when they go
bel ow t he surface and they | ook for their indications,
for the coating ... coating danage or ... in the
coating. And these are indications of what they find
under the coating. You can notice in the close
interval survey also they notice there was sone drop
here in the reading, .85 voltage here.

And the bottom chart shows the smart pig
data. So you can see even the smart pig gives you an
i ndi cation of these very high indications. This is
just a relatively -- showing you the -- it's conparing
the direct assessnent with the smart pig data results,
and we have a verification program goi ng on where we
want themto chart like this so that we can verify
direct assessnent is a valid process. That is still
goi ng on.

So if you notice, the indications on direct
assessnment, you are getting in the area where you are
al so finding on smart pig, indications of corrosion.
And in the areas where you have sonme mnor indications
fromyour reader, the smart pig did not determ ne
anything to be there.

Ed Arntag (ph) who was involved in the
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process of validation, he had picked up this chart from
one of the validation process that we are going

t hrough, and he picked up fromsone industry, so he's
the one who provided ne with it. This was fromthe --
yes, yes, the Gas Technology Institute and OPS. W had
funded the programto validate the data and we have
about 20 operators who are participating in this
program and we wanted themto chart the data of the
smart pig results with the direct assessnent so we can
have nore confidence in the direct assessnent tools are
wor ki ng.

This was just showing this chart, |I'm going
to explain you in general what direct assessnent
they' re tal ki ng about.

Anot her that Jim-- what is CDA. W are
using this as a confirmatory direct assessnent.
Confirmatory direct assessnent is a val ued techni que
which we want to use to confirmthe condition of the
pipeline in an interimperiod. Wat |I'msaying is that
if you are using smart pig or you're using your direct
assessment or pressure testing, whichever nmethods. Now
you have finished your baseline with that. Your
reassessnent period, as we have scheduled this on the
corrosion ... and as ASME standard required, was ten

years period for a pipeline which was over 50 percent
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SMYS, and we had 15 years tinme period for pipeline
whi ch are bel ow 50 percent SMYS

But then cane the Act -- the Pipeline Safety
Act of 2002, which required us, all operators, to have
reassessnent done every seven years. That wll be
things of confirmatory direct assessnment would neet the
| egi sl ation, and al so we think would neet our goals.

So with confirmatory direct assessnent, you are
measuring -- it's a stream ined version of the direct
assessnment. It's still a valid technique to do this,
but the requirenments for confirmatory direct assessnent
are not as stringent as we have for the direct
assessnent .

Sonme of the exanples are like this. W are
allowing you in the confirmatory direct assessnent to
use one tool. Direct assessnent requires you to use
two different conplenentary tools and conpare results,
whereas here we require you use one tool. W require
excavation in imedi ate areas. W require only one
indication in that schedul ed area. No excavation in
the nonitored indications. Now here, in the ... seens
like a small matter, but if you run longer in the
pipeline it mtters a |ot, because you' re doing one
hal f of nmuch | ess excavations and it's a direct savings

t here.
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The law requires that the starting date for
assessnment begins from Decenber 17, 2002. CQur final
rule is not out yet. And operators which are using
smart pig and the pressure testing have to conplete
their baseline within ten years, as the proposal called
for. And 50 percent of the pipeline needs to be
finished in the first five years. Mderate Ri sk Area
are given the extended tinefrane, because we feel the
Moderate Ri sk Area have | ess inpact than the High
Consequence Area.

But operators using direct assessnent need a
shorter tineframe. As | told you earlier, we are stil
in the process of validating this method. W want to
have full confidence before we allow direct assessment
to be equivalent to smart pigging and other for
determ ning the condition of the pipeline using
extended period. So we are allowi ng them a baseline
period of seven years that they nust conplete the

basel ine, and 50 percent nust be conpleted in the four

years.
PARTI Cl PANT: |Is that seven years from --
MR ISRANI: Al the date starts --
PARTI Cl PANT: Six year after you cone up with
the rule.

MR ISRANI: Yes, that's true. W have
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really lost a year. Because your clock starts fromthe
time the President signs the bill, so that was Decenber
17, 2002. The longer we take to assure the rule, the
less tine you'll have to finish the test.

| wanted to nmention the prior assessnents.

We are allowi ng prior assessnents going back five
years, and that's required by the law. W are going
back to the date, then, Decenber 17, 1997. Fromthen
on we consider if you re done baseline, if you want to
group that in the baseline.

Actions to address -- after you have run the
basel i ne assessnent, you have to mtigate all anonalies
that you find and the conditions which are i medi ate
have to be done right away. You have 180 day
remedi ati ons and you have | onger than 180 day
remedi ations. Here we reference ASVE B31. 8S standard
whi ch has gi ven you good tables and everything howto
fol |l ow

Preventive and mtigative neasures. Just --
only assessnment is not enough for neasuring the
integrity of the pipeline or try to figure out the
integrity of the pipeline. You have to take the
mtigative nmeasures as well. And we have given sone
exanpl es of our preventive and mtigative nmeasures |ike

energency shutoff valves, or renote control valves,
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your conputerized nonitoring detection system
extensive inspection and nai ntenance as well. But ASME
B31.8S has a ot nore details on the preventive and
mtigative nmeasures that we have given reference to.

Reassessnment period, as | said, the | aw
requi res you to have every seven years reassessnent
after the baseline. So after the baseline |I said. |
did not say segnment, facility, other things -- that's a
di fferent issue.

Qur current rule proposal says that if you
are done pressure testing and I LI your maxi mum i nterval
is ten years for reassessnent and 15 years for those
pi pelines which operate at | ess than 50 percent SMYS.
But the -- since the |aw requires seven years,
regarding the confirmatory direct assessnent, which
was telling you that in between you can do that to neet
the law. And for the direct assessnment, they want only
di g sanples of the defects, that you are to do every
five years, or where they dig all their sanples that
t hey indicated, they have ten years to do that?

And no integrity is conplete unless we can
nmeasure the performance. So we have in this rule,
giving reference to ASME B31.8 for all the performance
nmeasures, there are four overall performance neasures

that we want operators to have arrangenent that we can

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

168

have access to that, and also the state. So we can
noni tor those real tinme.

And t hose four performance neasures are here:

The m | es assessed versus programrequirenents; nunber
of immedi ate repairs; and nunber of schedul ed repairs;
and nunber of |eaks, failures and incidents.

And why we are doing this is because we want
to prioritize our inspections. W want to see
conpanies if they're falling behind schedule, we want
to see how i nmedi ate repairs are being done, and we can
see what we are influencing by this rulemaking is
working. If the |eaks are increasing or remaining the
sanme or decreasing, it'll give us a good neasure of
per f or mance.

| put this slide in to point out that in the
preanbl e of the rule we do have sone pointers there
that we want public coments, and these are the major
i ssues that are affected by ... law. The question is
whet her rural buildings, like rural churches et cetera,
be designated as Mdderate Ri sk Area instead of
currently as we have themas HCA. And if they are
Moderate Ri sk Area then we just require preventive
mtigative neasures. W ask the question. So we are
encour agi ng i ndustry people, public, anybody to give

comments on this issue so we can conme up with the right
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answer .

And we al so have a comment -- we ask the
public to comrent on should the 20 year reassessnent
period be allowed for pipeline which is bel ow 30
percent SMYS? Ri ght now, pipeline operating bel ow 30
percent SMYS has ... has inpact zones not that high.
Currently ASME standard al so allows 20 year. We'd |ike
to go to 20 year period if we see good justification
fromthe coments

And the same thing for the reassessnent. W
ask the question. NACE standard for DA -- we ask the
guesti on whet her we adopt NACE standard directly or we
have sone mnor requirenments there in addition to NACE
standard, so whet her we shoul d keep those exceptions.
OPS wants public to give their comments on so we can
determ ne, because we think that there's effect in this
required | aw.

And finally, our mlestones. W are
schedul ed to conplete the rule by Decenber 17, 2003,
and mapping ... is being worked on and we shoul d have
it on tinme sonetinme this sumer -- and other rules we
al ready published. And with that, | close ny
presentation. Should we have industry give talk and
then we ask for comments together? Okay.

(comrent off m ke)
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MR. I SRANI: Ckay, we are ready for questions
on integrity managenent requirenments final rule.

MR. BOSS: | want to nmake a couple
clarifications. There is a -- the lawis silent on
giving credit for inspections before 12/17. So it's
silent on that point, and the baseline for DA processes
-- hydro and also the ILIs, ten years is in the |aw
versus seven years.

M5. TRAYEEK: And | had a question for Jim
before you | eave, just a clarification. Because on the
slide that you presented, where you nade the assunption
that nost of the mles there will probably have to use
di rect assessnent, and you showed what kind of costs
that you were | ooking at, that was based on a ten year
basel i ne and a seven year reinspection?

MR. ANDERSON: Yes. Also, what | would like
to do, if I"'minvited back, is get a correlation of the
di aneter of pipe and the MAOP ..

MS5. TRAYEEK: And just to clarify that M ke,
what you presented, is the DA under the proposed rule
woul d have to be done on a four year, for the first --
woul d have to be done on a seven year baseline, right,
not a ten year baseline? Because that would certainly
affect the cost inpact --

MR. ANDERSON: R ght.
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M5. TRAYEEK: -- that you presented.
MR. ANDERSON: Al so one other item... since
this is such a big -- you know, a ot of interest in

here, m ght want to nake another subpart. You know,
you' ve got a subpart for OP, you m ght want to have a
subpart just to fit it by itself for integrity
managenent that would be set up there. It may be a
separate subpart, just integrity managenent, instead of
just tying it in to your maintenance section of subpart
1

M5. SCHLEGEL: | have a question. Judy
Schl egel from Gkl ahoma Natural Gas. It says baseline
can be used only for other tools are applicable. By
what standards do you say they are applicable? Does
t hat mean because you don't have pig |aunchers, or
woul d you say, well for 50,000, put a pig |auncher in?

What's the basis for not applicable?

MR ISRANI: | nentioned four conditions
under which direct assessnent is acceptable. One was
that if you had segnents of pipeline -- if you have
pi peline which is sole source, which doesn't have any
of these loop |ines or cross connections to other
pi pel i nes where product can be delivered while you're
doi ng your assessnent, that's one condition. Oher one

was |ike if you have a big econom c inpact on the
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comunities because of using the smart pig or pressure
testing and you are disruption of the supply, that's
anot her reason. Snmall portion of the pipeline, you
could use. And the third one is the pipeline ... less
than 30 percent SMYS, you can use.

| also heard Terry Boss nention that the
currently law all ows direct assessnent as one of the
nmet hods to be used in this.

MR. DRAKE: W need to take a break? Wy
don't we take a five mnute break and | et everybody
kind of stretch their |egs out, because we're probably
going to be up on this panel for an hour and a half.
Five m nutes?

(Whereupon, a ten mnute recess off the
record was taken.)

MR. DRAKE: | have the dubious honor of being
the chairman of the | NGAA Pipeline Safety Cormittee and
the Gas Industry Integrity Initiative. | think -- yet
before you here, kind of a dubious distinction of
probably having the nbost dense collection of
metal lurgists in our industry right in front of you.

So that's kind of -- well, it's back to that HCA thing,
you know. This is a pretty dense -- yeah, if you get
three or four netallurgists at one table, that's really

scary, you know. So watch out. They'll start talking
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about jakers (ph) and fracture nmechanics and it gets
really weird here by afternoon.

|"mgoing to tal k about the overlap of the
basel i ne and the reassessnent period and the issues
t hat we have around that. And we have several other
presentations, and I'Il try to get through in pretty
short order with a brief conment period behind each
one, and then we'll try to wap up and take questions
and answers actually in between each one, and again at
the end. So we'll try to keep this open as nuch as we
can.

As far as the overlap of the baseline and
reassessnment period goes, sure nay appreci ate Barbara
Bet sock' s position this norning, and where the DOT
sits. As far as where we are, we spend a great deal of
time on the HIl, working with the House and Senate
menbers about how to shape this law. | think where
we're stuck right nowis nore of a throughput and | egal
issue than it is a technical issue.

On a system i npact standpoint, when you
overlap the baseline inspections with the
rei nspections, you start taking out |arge blocks of the
system si mul taneously. That's very, very significant
when you consi der how that affects capacity, especially

in light of the summer |oad issue that Ji m Anderson
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brought up, and when you consider price volatility of
gas.

The issue around definitions, we think we're
slipping nostly around the definition of facility, that
the DOT is taking a definition of a work facility as
meani ng a specific site. Wereas, when we talked in
t he House and Congress -- the House -- their
interpretation of facility was the system That is
significantly different. Fundamentally, that's where |
think we're slipping on each other right now

The Patel report and the ASME B31l.8 docunent
provi de a technical foundation that show very clearly
that once you' re done with the baseline inspections and
you nedi ate the findings, per these technical
gui delines, the interval is way beyond these nunbers.
It's not a technical issue. W have to conply with the
law. But | just want to nake sure that the group is
clear. The problemis not a physical problem The
problemis the issue about the law, and the issue about
i mpact on throughput. And those need to be the drivers
in sorting this out.

The overlie of the baseline and the
reassessnent period -- Congress deliberated on this
explicitly at great length during the -- when they

drafted the |l egislation. A couple weeks ago, February
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i n Houston, second workshop on integrity managenent,
Graham H Il stood up and wal ked through this at great
length, and it's noted in the OPS notes. Matter of
fact, sonewhere here -- this is an RSPA docunent
nunber. It records the transactions at that workshop.
And when you read a quote sunmari zi ng what he said,
"Graham Hi || does not think the reassessnent period
begins until after the baseline period.” Period. That
was a direct question asked of the man. That's what he
said. So | think when you tal k about what the | aw
says, and what its intentions are, we nay need to go
back to the | egislative process and ask them for
clarification. Because fundanentally, they took that
into consideration in the devel opment of the | aw

You | ook at some of Tozan's (ph) office staff
made a press release follow ng one of the bills’
rel eases and they said "Al pipelines would be
rei nspected every seven years followng the ten year
interval."” That was the thinking of the |egislature
when they were developing this law. If there's not a
clarity in the lawto reflect that, we need to go back
and revisit it.

But the primary driver here -- | think when
you | ook at the overlap, you |look at the EEA report

that was put together by INGAA and AGA to try to
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reflect what is the inpact on throughput and price of
gas to the custoners on different intervals. You start
to see that in the baseline period, what you find is
you have the nobst extensive outages for facility

nodi fications. It seens to nmake sense. You have the
nost extensive | oad on the service industry as they
gear up. That seens to nmake some sense. You have the
nost extensive outages for renediation. Duke Energy
and a couple of other operators have a great deal of
inline inspection history behind them Typcially what
we're finding is that historical inspection data

i ndicates that you find an order of magnitude nore
actionabl e anonalies in the baseline inspection, the
first inspection, than you do on reinspection
intervals. | see nost of the operators shaking thier
heads yes. That is a very inportant, fundanenta
concept to understand.

The way the baseline period will roll out,
very likely, is you will have people that can pig --
they'Il pig right away. No facility nodifications.
You'l |l get sonme systeminterruptions and you'll have
sonme renedi ati on issues. The people that can't pig
wi |l have system outages to nake the systens nodified
to accommobdat e pigs and do the isnpections. They wll

t hen come down again very shortly to do -- when the | og
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runs cone back to them-- to nake imediate repairs,
and then they will schedule the foll ow ng year or years
t he schedul ed i nspections. So those systens woul d be
com ng down two or three tines to acconmodate the
baseline inspection efforts. And that is very
fundamental ly inportant, in how nuch the facilities are
going to be com ng down during the baseline period.

The basel i ne represents a huge bl ock of
capacity interruption, because you' re changing from
where you are now to a different place, and as you
change, you're going to have significant outages just
to make those deltas happen. Yes, of course.

M5. GERARD: | believe the EEA report is part
of the docket?

MR. DRAKE: Yes.

M5. GERARD: Do you have one on?

MR DRAKE: | have one on here and | wll
file it to whonmever you want nme to hand it to.

M5. GERARD: | just want to ask one question.

Did the EEA report in the estimates, consider
nodi fication, testing, and repair -- all three of them
-- quantified the effect in calculating the estimtes?
MR. DRAKE: Terry can tal k about that.
MR. BOSS: The EEA report sinplified the

process by lining up all those tines together, say
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exanple, for pigging, a pipeline will be out a total of
30 days. What Andy is enphasizing is that it may be
out 15 days the first time, another ten days the next
time, another five days. They don't neceessarily occur
all the way. The other thing the EEA report did assune
was that it was perfect information, and perfect
cooperation between all the conpani es when they're
doing this, wherever they need to coordinate it. And
we are excluded fromdoing that froma conpetitive

pur pose because of the marketing rules that we're
operating under. So it assunmes best case scenari o that
everybody knew what the other guy was doi ng and was
doing it at the right tinme.

MR DRAKE: It also did not consider the
magni tude of repairs necessary. W discounted that as
basically a fundanmental obligation on behalf of the
system but it does inpact outage.

M5. GERARD: Are you making corrections to
those estinmates to consider that it was only based on
perfect scenario? Are you doing any nodifications to
t hat estimte?

MR. DRAKE: | don't think they're going to
redo the report. | think all that we had intended to
do is perhaps provide a paper qualifying that, we can

put on the docket as an attachnment to it. But the
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report took a year to develop. | don't think we're
going to try to gerrymander the report at this point.

MR BOSS: It is very difficult to nake sone
of these broad, and the HCA definition has probably
changed about six times since we ran the original
report, so we keep trying to hit a noving target on
what we're tal king about.

MR DRAKE: Well, that's a fundanenta
concept that needs to be preserved here, is we took a
best guess shot, based on 31.8, of what we thought the
scope of this thing was, and we based the report on
t hose fundanmental precepts or assunptions. Sonme of the
assunptions, we're seeing here, and sone you're going
to hear about are radically outside the assunptions
that were inside that nodel, and they will change very
significantly the amount of pipe that's out, the anount
of length the pipes are out, and the cost inpact of the
rule. And those are all -- but like Terry said, we're
trying to hit a noving target, even still today.

| think the take away here is that the
resulting supply interruptions and the price volatility
for the custonmer are exponential. Mny of us that
understand commodities tradi ng, understand that those
that watch California understand that. Wen you're

dealing with taking a certain block of the
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infrastructure out, let's say ten percent is just kind
of a guide nunber, a very idealistic nunber. It

di scounts the whol e sequenci ng of outages from one year
to the next -- let's say ten percent of sonething.
It's just a nunmber. You have a ten percent system
capacity outage, what you see in the overlap is that
you start | ooking at overlapping -- if you | ook at the
reassessment intervals, are one every seven years,
that's basically 14 percent a year. Wen you're

| ooki ng at the baseline, you' re |looking at a ten year
period, so you have one-tenth, ten percent.

But when you start the reinspection interval
while the baseline is still occurring, you're in
essence starting to interfere capacity on up to 20-24
percent of the systema year, for three years in a row.

That is very dangerous. Very dangerous. It is not --
that was not the intent of Congress. W tal ked about
this at length with them

The concern here is that these nunbers don't
mean that ten percent of the systemis going to be out
for the year, it neans that ten percent of those
facilities will be out for some period during the
year. But price volatility reacts exponentially as the
system capacity dimnishes. And as that nunber

doubles, the price volatility, and the cost go
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exponential. This is just basic econonics and price
demand curves.

The poi nt being, when you go fromten to
twenty, it's not twice as much inpact, it's four tines
as nmuch inmpact. So our cost per year goes from an
estimated $300 million dollars total estimated, to
sonmewhere around $900 to a billion dollars, when you do
that, during those three years. This is very
significant. This is very significant. | can't
believe the FERC representatives aren't sonewhere up on
the ceilign right now.

M5. CERARD: Point of clarification. Wen
you say your cost goes up, are you tal king about cost
of operations or cost of gas to the consuner?

MR. DRAKE: Both. Both. W discount the
cost of making the repairs, period. It is not included
in our nodel, or any discussions that we're having
here. Mstly we're tal king about the price of gas to
the custoner, because of the availability on the stock
market. We all renenber things like -- well, |ook at
the current nmarket today. Jim Anderson -- New York --
the stock price of gas is 10. W're not even dealing
with the HCA issue or the integrity rule right now, and
the stock price of gas is $10 or nore dollars in sone

places. California -- okay -- when you squeeze the
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capacity just a little bit, price volatility doesn't
react linearly, and that's an inportant concept to keep
in mnd here.

This is what we think Congress intended to do
-- this ten percent per year through the baseline, and
then start the reassessnment once the baseline of the
systemis done. Again, it's fundanental to the word
facility.

We'd |like to tal k about what the baseline
inplies. There is a great deal of previous information
that's out there. W don't want to see that
i nformation discounted. | don't think you do either.
The current rule is very vague about that, and even
ki nd of shuts out sonme of the data. The baseline
inplies that this is the first inspection ever. That's
not the case in many places. Operators, a |lot of
operators, hvae inspection data prior to 2003, and the
operators shoudl not be -- those that have been
proactively inspecting, should not be penalized,
because there's a | ot of inspection data out there
bef ore 2003 and before 1997, or whatever the other date
is. You want to try to encourage the bringing of that
data into the system

This is an exanpl e of perhaps how you coul d

view a penalty. |If soneone had, down at the bottom an
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i nspection that was prior to 1997, let's say, under the
rule that inspection is discounted. They're not
allowed to consider it. They're obligated to inspect
during the baseline period. And if they actually count
the baseline -- if they actually count that baseline

i nspection, they could be obligated to inspect that
section, even though it's been inspected and renedi at ed
very early in the baseline period, which doesn't make
any sense at all. |In actuality, the operator is al nost
better off conpletely discounting the old inspection
data, conpletely not acknow edging that it ever

exi sted, and just ranking the systemas a low priority
system and scheduling it way out to the end of the
baseline period. That way they don't have to do three
i nspections -- two or three inspections prior to
getting to that inspection.

We know that's not the intent, it's just sone
of the mechanics that are at work here. W need to try
to straighten out sonme of those nechanics.

Consi deration of previous inspection data --
the reinspections are technically defined by the Patel
(ph) report. They are also defined by the ASME
gui del i nes, the national consensus standards, and it's
a function of the testing vehicle, the types of

accuracy, the repair criteria, the systemcorrections,
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the effectiveness of nodifications of systemcontrols,
and the operating stress level. Al those things need
to be, as they are in the Patel report and ASMVE, rolled
into sone sort of integral -- integrally conbined

toget her to nake an educated and scientifically-based
deci sion on when to schedul e a reinspection.

The use of confirmatory direct assessnent
during the baseline period, which is 2003-2012, as a
reassessnent tool and a process control verification
are technically founded. They're done by operators and
have been done by operators for quite a while. And
they're essential for lines that have already -- have a
basel i ne section that wasn't done in accordance with
B31.8S and we want to try to encourage the use of that
old data. And we fully support CDA and we think it's a
viable tool to minimze the | oad during the baseline
period, which is all inportant in the net out to the
cust oner.

Back to Jim Anderson's point. W want to do
what makes sense here. |[If you've already inspected and
you' ve already fixed it, certainly that information is
useful and you want to encourage the incorporation of
that data into the decision

This slide just illustrates the point of

goi ng back and using the old data, using the Patel,
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using ASME to integrate that old data regardl ess of
when it was done. You want to use that and bring it
forward to make an educated deci sion about how to and
when to reinspect the pipeline.

In summary, we think it's critical that you
elimnate the overlap of the baseline and the
reassessnments to mnimze the inpact on throughput
bet ween 2003 and 2012 due to the nmagnitude of the
baseline effort. W think that the |egislature -- that
was explicitly discussed with the | egislature, and we
think that they explicitly took that into
consideration, and it needs to be clarified, even if we
have to go back to the |legislature and ask themfor a
speci al discussion and even a paper on their intent.

W want to encourage the use of previous
i nspection data, including data fromnmnultiple prior
i nspections, irrespective of when it was conduct ed.
There's a whol e host of information out there, ol der
t han 2003, and ol der than 1997, that you want to
encourage the incorporation and use of. It should be
used in conjunction with the Patel report, the B31.8
report, and CDA done during the baseline period to
m nimze the inpact during the baseline period.

We think that the perfornmance venue al so

offers a viable avenue here to | ower the inpact during
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t he baseline period, and it should be accessible

i medi ately for those with sufficient data. It shoudl
not be pursued recklessly. It shoudl be done on sone
sort of clear, technically-based criteria. And it
needs that clear, technical -based criteria to be shored
up in order to execute against it for ourselves, for

the regul ating community, and for the confidence of the

publi c.

That closes ny presentation. And with that,
we Wil turn it over -- you want to take questions now?
We can handl e a few questions now and then -- yes.

M5. GERARD: On your |ast comment, were you
actual ly proposing or putting on the docket alternative
proposed, clear criteria for access to the perfornmance
appr oach?

MR DRAKE: | think we want to include that
in our proposal, yes. That thing works |ike state of
the art, don't serve any of us, and sonme of the things
that were referred to in the preanble as state of the
art, aren't really that inportant to the decision of
the integrity of the pipe. GS systens are not germane
to how healthy the pipe is. That's just how healthy
you are -- how fast you can nake deci si ons about
information. And I think those things need to be

ferreted out.

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

187

MR ISRANI: 1'd like to start, for the
panel , the question about reassessnent. Language of
the law, I would |like our Chief Counsel's office to
clarify for you when the reassessnment process begins.
That's not ny area. But the reason for safety was the
concern al so why reassessnent be here, on those
segnents which are done earlier, begins when those
segnents are conpleted at the baseline. The |aw
requires, and the current proposal regulation requires
that 50 percent of the highest risk pipelines to be
done in the first five years. And those are the
segnents which Andy's tal king about will see an
overlap. And the reason they were picked up in the
first five years is because those are risky ... that is
based on all the data that you have collected. And
j ust because you don't want assessnent and fix those
anomal i es, doesn't mean that risk is -- the risk never
stops. This is a continuous process.

| f you had threats there, problens before,
you m ght have problens again. And that's the reason
why the reassessnent period is decided on. | thought
evading the | aw, what the |aw requires, and what
is, but this is the concept that people with the safety
|l ook at. This was just a comment to explain why we

t ook the approach al so.
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MR. DRAKE: | would offer counterpoint that
t he ASME and B31. 8S docunents, as well as the Patel
report clearly show that once you renedi ate the
baseline findings, the interval nunbers we're talking
about at seven are extraordinarily conservative.
Extraordinarily conservative. And I think we all know
that in our mnds, and when you just think that these
pi pes have existed for years, all of a sudden, there's
an urgency to not only get out and inspect it, which we
believe for the baseline period, but now there's an
i nordi nate need to conme back again and very quickly --
we agree that we need to cone back, but | don't know
what the urgency is. | think there needs to be a
count er bal anci ng of the issue about throughput and
t echnol ogy wei ghing in here.

MR. SHER: Andy, | have a question. |If
hypot hetically you had already smart pigged an entire
system are you suggesting then that when the baseline
period starts, that's when you would start your seven
year reevaluation on that systen? O would you wait
ten years fromnow to start the reassessnent of that
systemthat you had al ready smart pigged?

MR. DRAKE: | think that you've got a pass
t hrough that phase test here -- that's why | keep

sayi ng you' ve got to integrate the B31.8S docunent and
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its repair criteria and how |l ong those intervals can
actually technically be. The criteria in the Patel
report and the date that was inspected -- | nean if it
was inspected 1986, that's a long tinme ago. |t adds
val ue, but certainly the value is dimnishing, and I
think we need to start -- you nmay have to schedul e t hat
rei nspection very pronptly inside the baseline. But |
think for the nost part we're saying that anything past
-- older than 2003 needs to be reinspected, reassessed
during the baseline period. You're trying to figure
out when is really all you're trying to do.

MR. SHER. | guess for the record, |'m Phi
Sher of Connecticut. And then a question for M ke.

M ke, you just added on sonething that | wasn't sure |
understood, and I'lIl ask you to clarify. Are you
saying if you already smart pigged and you found

probl enms and you fixed them that's an area that's of
very concern because you m ght have new problens in

t hat area? that becones one of the nore sensitive
areas to put in the first half?

MR. ISRANI: |'m saying that your risk of
threats is not one. There are so many threats on the
pi peline, and if one segnment of the pipeline, or a
certain area or section of the pipeline you have

consi dered yourself to be this schenmed up to do in the

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

190

first five years, then those are the areas we think
need nore concentration, even though you may have
initially done the tests, found sone anonalies, fixed
things. |If there was corrosion from sone externa
sources, you're not changing the soil around it.
You're not changing the conditions ... or anything in
the ground. You still have those. So the sane things
can again attack the pipeline.

MR. DRAKE: Doesn't it depend on what you
find or what the reason for the anomaly is? | nean if
the anomaly was the original construction, that's not
goi ng to happen again in the future --

MR. ISRANI: And that we have one tine
requi renent test.

MR. DRAKE: So you woul d have to eval uate why
you have the anomalies. You can't just automatically
assunme they're going to repeat. They nmay or nay not.

MR. ISRANI: But that's the neaning of
anomaly. There are sonme anomalies which are tine-
dependent, sonme which are tinme independent.

MR. DRAKE: | think Graham Hi || addressed
this issue very clearly at least in the nmeaning on the
wor kshop there, and | really encourage you to go back
and review his presentation points, because he was very

clear in saying that it's inportant that the DOTl not be
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m cromanaged here, that they try to follow the intent,
but that they also use their head. |[If during the
basel i ne inspection significant issues are found, the
DOT may require, and they have those tools currently
avai lable to them to specify the reinspection
interval. They can nandate it. And the operators have
the obligation to do it.

But instead, what we're doing is we're just
assum ng that everything is a massive problem and
we're just closing it down. And in doing that, you're
going to create significant capacity issues in years 8,
9, and 10. Just for no added val ue on safety.

If there aren't any other questions, |'m
going to turn the podiumover to Al an Eastman and he'l
tal k about direct assessnment. One last point, | wll

be filing on the docket, a copy of ASME B31.8S for the

record. | will be filing a copy of the EEA report for
the record. And there was one nore -- the Patel
report, the DTl report on interval ... for the record.

MR. EASTMAN. Good afternoon. Mowving on. M
name is Alan Eastman. |'mwth Pacific Gas and
Electric Conpany. | didn't put ny title up there,

Andy, because that and two cents doesn't buy you a cup
of coffee. [|I'mthe manager of the systemintegrity

group located out in Wal nut Creek, California. And as
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| said earlier, we have roughly 6000 m | es of
transm ssi on pipeline.

|"'mhere to tal k about direct assessnent.
And | might just start this out with saying that in
general, industry concurs with OPS on the use of direct
assessnment and confirmatory direct assessnent basically
in the sane principle and context that they wote into
the NPRM \What we're going to offer today is sone
points of clarification and sonme suggestions to
possi bly inprove the wording so we can have consi stent
application out there in the industry.

We're going to tal k about four basic things.
We're going to provide sonme general coments on direct
assessnment, and sone specific coments on each of the
di rect assessnent techniques that are in various stages
of devel opnent. We're going to suggest some necessary
enhancenents to the wording of the rule. W're going
totalk alittle bit about confirmatory direct
assessnment, but we aren't planning on getting into any
real technical discussions. Maybe if there's questions
during the Q%A period, we can try to field those. And
then we're going to talk about a product that we intend
to provide with our formal, witten comments to the
rule, and it's a product that's going to have a

conpari son between the DA | anguage in the NPRM versus
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what's currently in industry consensus standards, the
NACE 0502 and the B31l. 8S.

In general, we do believe that direct
assessment is very pivotal in our operators' integrity
assessnment program especially for those pipelines, as
Jimnentioned, -- he picked on nme, so I'll pick on him
-- that present huge chal |l enges for other techniques,
chal I enges that m ght range from econonic inpacts to
i npacting customers and significantly inpacting the
envi ronment .

Jimthrew sone nunbers up there and | don't
want to talk out of place, a |lot of the cost estimates,
the benefits and the costs that were derived a year or
so ago from AGA and | NGAA were wel | done. \Were we
stand currently with our conpany, is direct assessnent
i s running us about $28,000 per nmile. W have a pretty
structured formal process. |In conparison, sone of
those lines that we're using direct assessnent on --
we' re | ooking at $250,000 per nmile to retrofit those
lines for pigging, and that's not considering the cost
of inpacting the environnment or inpacting the custoner.

That's just the retrofit costs.

One | ast comment that | wanted to nmake on the

pigging of a lot of those lines that Ji mnentioned,

just getting the pressure differentials to nove that
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device three to five mles an hour along those systens
is basically not doable as our systens are currently
designed. W definitely are supportive of direct
assessnment. W are supportive of their being a formnal
structured, auditable process.

W al so feel that the baseline tine period
and the reassessnent intervals in the NPRM contai ni ng
the direct assessnent need to be the same as the other
assessnment methods offer, such as ILI and hydrotesting.

There's sone renedi ation | anguage in the NPRM
that seens to be somewhat -- a little inconsistent with
even the general renediation nmethods nentioned in the
sanme rule. And we have a few suggestions for that.

Term nol ogy, as we've all tal ked today,
term nol ogy needs to be consistent, we especially think
in the direct assessnment area. Needs to be consistent
with industry consensus standards that are already
i ssued |i ke B31.8S, and the NACE st andard.

There is sonme research that's continuing on
sone of the DA processes, |ike |ICDA and SCCDA, and we
want to continue encouraging to work together with the
regul ators for all of us to understand what those are
doi ng for us.

Speci fic comments regardi ng external

corrosi on direct assessnent. M ke had nentioned this.

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

195

The rul e should, to the degree practicable, reference
t he NACE consensus standard 0602 that's al ready been
issued. It does a good job of laying the framework for
how an operator is supposed to conduct his assessnent.

Al ECDA wording that is not adding value in the NPRM
or m ght add confusion in ternms of duplication of
wor di ng, shoul d be renoved, and we reconmend that it
either be referenced directly to NACE standard or as
you see in this last bullet, B31.8S is basically
revised to reference the NACE standard, so however we
choose to do it, we recommend that the |anguage be
cl eaned up and aligned well. And again, the baseline
assessment period and the reassessnent intervals need
to be consistent with the other assessnent
nmet hodol ogi es.

I nternal corrosion direct assessnment research
is underway in a standards group called TG 293. The
scope is very simlar to what's al ready been published
with ECDA. It's going to be a structured, fornalized
process to insure consistency and quality, and one | ast
thing, auditability.

Part, by the way, for those that don't --
maybe don't -- aren't fully understanding of what DA
is, one of the key first steps of the DA process is to

collect all the necessary data to answer the question,
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is it feasible or not to use that tool, that
nmet hodol ogy to address the threat that's been
determned to be on the pipeline. So again, that's a
very inportant part of the DA process.

And then the plan is to go ahead and nodify
B31.8S to incorporate that by reference.

Stress corrosion cracking direct assessnent.
There's a group, 273, that's presently devel oping a
standard that will address the process to be used for
di rect assessnent of stress corrosion cracking.
Simlar types of wording, the thing is going to produce
a structured process, it's rigid, it's formal and
auditable. It'll provide guidance to operators -- are
conditions worth stress corrosion cracking threats
exi st and howto find that threat. And then the B31l.8S
docunment will be nmodified in some form | think right
now the understanding is that it nmay be nodified either
by reference or as an appendi Xx.

Confirmatory direct assessnment. The pipeline
i ndustry does support confirmatory direct assessnent
for -- as a process for the reassessnent period. W
definitely feel it's going to add value in pipeline
integrity and pipeline safety. And actually sone val ue
for us inreliability of those pipelines. Basically,

life extension of those pipelines. W don't want to
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pig and pig and pig and just keep letting the corrosion
process occur. You want to do sonmething to address the
threat in a preventative nmanner, and confirmatory
direct assessnent will definitely add value there. It
is anticipated that the CDA nethodol ogy will be
enbedded into the B31.8S standard.

So in summary, again, this is envisioned to
be a short comment type of presentation, we definitely
feel that direct assessnent processes are essential,
especially under certain conditions. The NPRM | anguage
that's currently there is not bad. | think you guys
did a pretty good job. W do have sonme suggestions
that we think could bring clarification, and we agree
that the confirmatory direct assessnent process is
critical in noving forward.

The one thing that we -- we weren't prepared
to go through this word by word, line by line. W
intend to give a draft copy, | believe, before |eaving
today. We're putting together a product, cross
reference table, that's going to conpare specific
sections in the NPRMrelative to the wordi ng around DA
and what conpl enentary standards in the industry -- how
they address it, and then we're just going to be real
speci fic about what we reconmend. Wether or not we

recommend the NPRM wording to be left as is, as you see
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on the bottomtwo lines of this conparison, or whether
we have some wording that we want to suggest and
recommend that would add additional clarity. This is
j ust one page out of that product.

So maybe | made up sone tinme for Andy. Are
there any questions? Yes, Stacey.

M5. GERARD: M ke, you need to correct ne
here, but as | recall there were three specific
guestions we asked in the preanble where we, on
pur pose, departed fromwhat we thought the NACE
standard was going to be by way of enhancenents, and we
asked the specific question about whether the
enhancenents we suggested were worth the cost for the
benefit that we thought. And maybe, M ke, you could
drill down on those.

MR. ISRANI: | nentioned during ny
presentation that we have used the | anguage fromthe
NACE draft standard as nuch as possible. NACE -- we
call it a standard, but it's a recommended practice.
It has the | anguage, sonetinmes, which cannot be
enforced. So we had to nodify some wording there to
make it enforceable.

But the key differences that we found, that
we had, are the one where the immedi ate indication are.

What we added was to reduce the pressure 20 percent
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until all excavations are conpleted, which was not in
the current standard, but it was being discussed there.

The second one was schedul ed indication. W
say that -- NACE standard al so say that continue
excavation until you find -- you continue excavation
until you find that there are no nore anomalies there.

There we put a factor that until you find the
corrosion depth is less than 20 percent SMYS. In fact
we just put some nunbers there to determ ne which is
okay or not, froman enforcenent point of view

And third was the excavation one in a nost
suspect area. W use the term nost suspect area, based
on your risk data, instead of what NACE says, randoniy,
one. Because one area where you want to excavate.

So these are sone minor differences, not too
much, and as | say, sone of the |anguage that we have
nodi fi ed because NACE is a reconmended practice where
t hey use | anguage which is not, sonetinmes, enforceable.

And we did put in the preanble, a question
asking public to comrent whether we should just adopt
NACE standard as is, or retain our additional
exceptions there. So we encourage the public to
conment on that.

MR. EASTMAN: |I'd like to nake a conment,

M ke, on your three issues and then invite the audi ence
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to -- or sonebody el se who would like to conment. The
NACE standard, you're correct, as witten, is not
prescriptive enough for any auditor or any operator to
take to the table and say we're neeting this. They can
take it to the table and say we're neeting, in
principle, the requirenents in the NACE standard. The
addi ti onal |anguage that you added in the NPRM while |

believe a lot of it is good, still doesn't do that. It
still doesn't tell an operator what an imedi ate
indication is. It doesn't tell an operator what a

severe close interval survey indication is. And how do
you integrate that in with ECDG i ndications?

I"ma firmbeliever that every operator needs
to have that as a procedure, that can be audit ed.
can go on record that on behalf of P&E -- | don't know
about all the operators, | think they would agree --
we're going to address the specific issues in that
tabl e that we provide you about things |ike pressure
reduction. Wiile I know the thought is well neaning,
do not agree that pressure reduction should occur until
all imediate indications are excavated.

The process of DA requires for you to be very
conservative in the initial integration of your data.
One of the reasons that you do a direct exam nation

which is a third step of the process, is to validate
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your criterion for that particul ar pipeline, that
particul ar coating, and that particul ar environnent.
It's very likely that an operator would say, hey, |'ve
got five immediate indications, and |'"'mgoing to start
excavating them It's very likely they will not find
any del eterious corrosion such as that would require a
pressure reduction ...

So until such tinme that you validate your

criterion, as an exanple, those kinds of |anguage --

that kind of language in the rule, | think, is
m sleading and | think it will lead to inappropriate
pressure reductions. There will be tinmes where we do

find things that we need to reduce pressure until we
can continue excavating all the imediates. | agree
with that. But the process is set up, properly
applied, to deal with those case by case issues.

So we will provide coments in that table on
how we suggest we address that, and it wll be
consistent with the other renedi ation requirenents.
just ask that you consider themin how that process
wor ks.  Ckay, thanks.

MR. GUSTILLO Good afternoon. My nane is
Paul CGustillo with Anerican Gas Association. | just
want to be on record first that | amnot a

nmetal lurgist, so please don't weigh on ne as a dense
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person. You'll have to figure out who the other two
Andy was tal ki ng about.

|"mgoing to tal k about | ow stress pipelines.
You've heard a lot referred to | ow stress pipelines
today. I'll be very brief. | have only about five
slides. | just have got to go over sone key points.
Two slides on key points.

Low stress is generally operating at or bel ow
30 percent SMYS. This is recognized in the docket.
M ke referenced that in one of the questions OPS is
asking. For |low stress pipelines, and again, backing
up a second, nost of the LBC operators, LBC
transm ssi on operators you' re hearing about, have such
pi pelines. Al nost 50 percent of the LBC transm ssion
| i nes operate bel ow 30 percent SMYS.

The second bullet | have here, the process is
the sane, no matter what stress |evel pipe you are.
For a transmission line, you follow the sane integrity
managenment process even if it was a 72 percent SMYS
pipeline. The difference is in the assessnent
techni ques and nethod that's schedules, like Jim
Anderson referred to. These pipelines -- they need
flexibility. You need to put your resources where you
need them

Third point, OPS does recogni ze that the
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failure nodes are different for | ow stress pipelines.
They | eak versus rupture, and it justifies different
assessnent nethods. This is all in the NPRM in the
preanbl e, and we support that. The option to utilize
the PIZ tabulations is appropriate for |ow stress
pipelines. | think Jimreferenced sone pipelines in
his state, but overall, 50 percent of the LDC

transm ssion lines are below ten inches. This is based
on the 2000 and 2001 transm ssion annual reports. So
that's a lot of mles.

And then, just to make sure people
understand. Even though there are | ow stress
pi pelines, there are going to be sonme that are going to
be inline inspected. There are going to be sone that
are pressure tested, and a whole |lot that are going to
be assessed with direct assessnent. But these
operators of these |ow stress pipelines do need the
flexibility to choose other nethods so that they can
put the resources where they're due.

And also | nentioned service continuity. W
saw the picture that Ji m Anderson put up of the
operator in North Carolina.

That's all | have, and this is really -- this
is kind of where we are with | ow stress pipelines.

guess we have 30 days to do all this. The first and
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forenmpst is to refine the HCA definition. You heard a
| ot about the PIZ calculation. That definitely has a
big inpact for |ow stress pipelines. Your circles are
smaller. | think -- | don't know if Jimreferenced,
but looking at -- a ot of the pipes are below ten
inches. Six inch pipe at 150 pounds, you' ve got a PIR
of 50 feet. Typical transmission line in a

di stribution system Eight inch line, 200 pounds,
you've got a PIR of 78 feet. Ten inch |ine, 300
pounds, you've got a PIR of 120 feet. This is either
assumng like X42 pipe. So they're pretty snal
radiuses. So we want to refine the HCA definition
first. And | guess these are parallel paths.

W want to eval uate the CDA process, fromthe
| ow stress pipelines perspective. Maybe there's
appropriate | anguage we could put in the CDA -- into
what CDA neans in the ASME B31.8S in the proposed rule
and so forth, that m ght be appropriate for |ow stress
l'i nes.

And then we want to devel op sone specific
preventative and mitigative nmeasures by threat. There
are sone out there. You know, ASME B31.8S and the
whol e table on preventive and mtigative neasures.
They are general, so we are going to try to see if we

can come up with nore specific nmeasures, by threat. |If
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corrosion is your threat, will enhanced CP nonitoring
get you there? I1f you have a renote nonitoring system
where you can just call up a CP test station anytine of
the day and get your readings, would that count?

So we're going to devel op these three areas,
and then as we develop these, we will respond to the --
| believe in the NPRMthere are four specific questions
relating to | ow stress pipelines regarding the
assessnment intervals, how CDA is applied, what direct
assessnment is applied and so forth. So this is kind of
our action plan. Very general. W wll provide nore
specifics on this to the docket. Any questions? Yes.

M5. GERARD: |Is that the option that was
presented earlier by the joint industry proposal ?

MR. GUSTILLO Yes, that's the two options
that Daren presented was one, we go down the strict
Class 3 and 4 definition, which a |lot of LDC operators
may end up choosing. And the other option is yes, the
strict pure circle option.

M5. GERARD: So what you're saying in that
bullet is that you want to be able to reduce the size
of the zone for the cal culation proportionate to the --

MR. GUSTILLO Stress |evel of the pipe, yes.

Do you have any questions? Thank you.

MR. JOHNSON: Good afternoon. | ' m Dave
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Johnson with I NRA (ph) Transportation Services Conpany.

" mvice president of pipeline safety there. And Jim
tal ked, when he first spoke this norning, tal ked about
how he got elected to the chairmanship. | got this
speaker's spot in much the same way. | left a neeting
for alittle bit, came back and had ny nane next to
this presentation. So | understand how that goes.

We're going to address, talk for a few
m nutes here, and | do have a few nore slides than sone
of ny coll eagues up here, with a couple topics, but I
know everybody's getting tired and wants to go, so
we' || probably get through this pretty quickly.

There are a few i ssues about dents and third
party damage that we do want to address, and the
approach that we want to take on these are to first
review t he proposed requirenents, talk about the risk
factors and detection issues and outline the chall enges
i nherent in neeting these requirenents, and then talk
about sone recomendations that we will flush out
further in nore formal comments.

As we go through this, we do want to note,
and want you to keep in mnd that the fact that a
condition exists is not exactly synonynous with a
threat. There are sonme nuances of differences there,

so please keep that in mnd as we go through this.
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W saw this slide earlier this nmorning, but
it's sone very good information. It points out a
nunber of things. One is that not all threats to
pi pelines are equal or equivalent or are having the
sanme inpact on the safety and integrity of pipelines.
This kind of information can hel p us determ ne where
the greatest opportunities for inprovenment are and once
we choose to address one of them then we can try to
sel ect the appropriate actions and techniques for it.

And you will see that third party damage is
right up there at the top, and if you |ook at the red
part of the bar is on the pipe portion of the system
That's kind of what we're going to focus on. And as
you go down towards the -- farther down, the previously
damaged pipe, we believe, is a pretty fair
representation of the delayed third party failures,
where third party damage has occurred sonme tinme in the
past and fail ed subsequently, as opposed to failing at
the tine the damage is incurred. And then dents, we
believe, are a subset but by no nean the entire
category of the construction and installation defects.
W really don't have the granularity of data to sort
everyt hing out exactly, but that's kind of where these
fit.

So we're going to tal k about the dents
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portion first. The proposed rule has these
requi renents: imediate repair for dents with netal
| oss, cracking or stress risers and other renedi ation
for six percent dents on pipe body and two percent on
wel ds. There's sonme other requirenents, nore detail in
there, but that's basically it. You conpare that to
B31.8S requirenments and they | ook kind of simlar, but
there are sone differences down at the bottom Again,
i mredi ate on dents with gouges and schedul ed at
sonet hing under a year for the six percent and two
percent, and 31.8S al so had dents with cracks and
mechani cal damage in that. W'Il cone back to that.
The risk factors -- and this bears a little
bit of exam nation. W think that plain pipe body
dents and | think our experience shows us this, are not
much of a risk under nobst operating conditions. |[If we
| ook at the bottom half dents, bottom half of the pipe,
they're generally constrained and stable. That's sone

of the construction type things: there's a rock in the

back fill in the bottomof the ditch, you have the
wei ght of the pipe plus the overburden backfill hol ding
it there. 1t's not noving, it's not flexing, it's not

doi ng anything. Chances are, it's been hydrotested.
It's not going to go anywhere.

Top half dents are maybe a little different
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story. Those are certainly |less constrained or could
be consi dered unrestrai ned, or unconstrained. They
probably do have fairly long fatigue lines. They're
certainly nore of an integrity issue if they're
acconpani ed by nmechani cal damage, and with operating
condi tions changi ng, we do have a conpl ete study
underway that we think will bear on this, to help
provi de sonme gui dance into the seriousness of these

t hi ngs.

Dents on welds, which are also covered in
here may be nore susceptible to fatigue, depending on
the mcrostructure and nmaterial properties -- | gave
nyself away. |'mone of the netallurgists. Yes,

t hanks, Andy. And dents with cracks or gouges are

subj ect to unpredictable failure. W don't have the
means to characterize the nature of that damage and the
mat eri al properties well enough to be able to say this

thing will last X nunber of days, weeks, years, cycles.
So we know the severity, of course, depends on the
depth of the crack or the gouge. These things we
bel i eve, need pronpt investigation or nediation,

regardl ess of where we find themon the pipe.

Now, how do we find then? Wth sone
difficulty. GCeonetry pigs -- well, in line inspection

-- there's essentially two kinds of pigs that we use --
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geonetry pigs and MFL pigs. The geonetry pigs are
unlikely to see the seamwel ds, neither the double
subnerged arc welds or the ERWwel ds. My sonetines
see the GSAW (ph) wel ds, because of the weld bead.
There's generally no feature on the ERWwel ds that the
geonetry pig will pick up. They also can't see
mechani cal damage per se. They can see sone
def ormation, but they are incapable of determning the
cause of that deformation, whether it's a rock, a back
hoe, dent, a dent with a gouge -- they don't know. ML
pigs also are unlikely to see the seam wel ds. They
can't see all the dents. They can't size the dents and
there is sone |oss of resolution due to Iift off of the
sensors as they pass over the dents. So the
detectability and ability to actually characteri ze
metal loss in dents is less than it is in the body of
t he pi pe.

| think this -- thinking about this and sone
of Rick's comments this norning -- kind of don't sel
what we can't deliver. So we don't want to sell the
public, the regulators, ourselves on saying these
techniques will tell us everything we need to know
about these features or these threats, because they
don't.

So the chall enges that we have. One is the
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timng of the remediation. The 180 days in the NPRM
versus a year in 31.8S. A year does provide access to
a conplete operating cycle in order to acconplish any
renediation. It allows time for the collection and
integration of the data, and then the scheduling with
sonme of the factors listed. Jimnoted in his -- in one
of his tal ks that system denmands have changed. |s that
the red line? Yes, the dark. | don't do well wth
colors -- they shouldn't give nme col ored presentations.
The lower |ine represents probably how our systens
operate traditionally, sone tinme in the past, with
usual | y one seasonal or one annual peak. And in the
north, typically that annual peak was in the winter, in
the south with power plant |oads, that annual peak was
probably in the sunmer. But with nore honobgeni zation,
nore types of uses of natural gas, demands on the
system now are starting to | ook nore |like the upper
curve, and that neans that when you're trying to do
remedi ati on work, you have smaller, shall ower w ndows
in which to acconplish this, and what it can lead to is
by the tinme you run a pig, get the results, analyze the
results, your tine is about -- your 180 days is about
out and you go out and try to do sonmething and you're
in a peak. |If you suspect you have danage on your

pi pe, | don't know about nobst of you all, but we
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mandate a pressure reduction when we excavate to

i nvestigate pi pe when we suspect any damage. And that
pressure reduction, that capacity reduction can then
occur during peak times and then you're inpacting the
mar ket s.

We don't think that on these types of defects
that the difference between 180 days and 360 days is a
significant risk factor. W think that the fatigue
study will help define that for us.

So our challenges are renediation
requi renents, conditions that can be difficult to
accurately characterize. W are working on the fatigue
work. We have the corrosion work that | think has been
previously filed in the docket, and the corrosion rate
data suggests that it doesn't -- the corrosion rates
are not real high, so the 180 days/ 360 days shoul dn't
be an issue there.

Recommendati ons for how to handl e these are
to use the results of our current studies to devel op
the appropriate criteria. ldentify possible R& needs
-- that was nentioned earlier today as well. And focus
on the potential threats, what we think are the rea
potential threats here, which are unconstrained dents,
upper half dents in pipe, dents in pipe that are

subj ect to fatigue nechanisns. Sone of the reports on
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Vi nt age pi pes that were being done will help us
characteri ze what kinds of pipe that m ght be, and any
dents with |likely nmechani cal damage, regardl ess of
where they occur around the circunference of the pipe.

To do this we will use data that we get from
I LI, although it's not perfect, and then data
i ntegration which we hear a | ot about these days for
other factors that may cone into play that lead us to
think that there nmay have been sone outside damage to
the pipe in that |ocation.

Part 2. Third party damage. This'I| be --
TPD will be the acronymfor this, for the rest of this.

In the NPRM it says we have to address this through

preventive neasures and assessnent tools, deformation
or geonetry tools, and direct assessnent under certain
conditions -- and again, there's a lot nore detail in
t he NPRM on this.

31.8S takes a little bit different approach
and says this about these, that you can get sone
deformation information fromthe high res geonetry
tools, and as we said a couple m nutes ago, they don't
identify -- or the MFL tools don't identify third party
damage too well, and they have limted utility in
si zing deformation of damage in the dents.

The risk factors are there for this. W saw
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fromthe chart at the beginning, this is third party
damage is a significant factor in about a third of pipe
incidents, so this is something that needs sone
attention and is an area where inprovenents can
potentially be significant. You can nmake a | ot of
headway here. That sane data indicates that about 88
percent of the failures are at the tinme of the danage,
and then the other 12 percent of these are under del ay,
so that the delayed third party danage failures are
only about four percent of the incidents. Now, that
doesn't nean that you should ignore them by any neans,
but that's a small subset. So keep that in mnd.
Detection. |It's kind of the same, sane set
of conditions and |imtations that we tal ked about a
coupl e m nutes ago, and what we don't want to do -- and
we tal ked about this earlier today also -- is expend a
| ot of resources on sonething, whether it's defining
HCAs or chasing a defect that we can't see very well --
spend a | ot of resources doing sonmething that doesn't
give us much return. That's not how to inprove safety.
The chal | enges that we have on this, are we
do have or it appears that a reading of the proposed
regul ati on mandates inspections. The tools that we
think are marginally effective -- they're certainly not

as good as we can say, nheasure corrosion with sonme of
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these, and we don't think it's an appropriate
al l ocation of resources to -- really what you're
addressing is four percent of the incidents, just the
del ayed third party damages.
Prevention can inpact all of them-- 32
percent, about a third of the total can be inpacted by
prevention. Also periodic inspectionis not really the
way to manage a defect that is not under the pipeline's
control, the timng of it. W don't know when it's
going to occur. It's sonmebody with a backhoe out there
that may not have called OneCall that does this, so it
coul d occur the day after we do an inspection, the day
before we do the next inspection, any tine in between.
It's a tinme-independent occurrence and the tine
bet ween when it occurs and the time to when, if ever,
it fails, is indetermned by us also. So running pigs
is not the optimumway to manage this.
Reconmmendati ons. Focus on prevention.
Common Ground Al liance which OPS was instrunmental in
ki cking off, we think is an excellent vehicle and
organi zation to try to focus sonme effort on this. W
think it's been a good organi zation. It's a good idea.
We support it.

Ef fective neasures are avail abl e and have

been noted -- and a lot of these are listed in the

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

216

proposed regul ations. W agree with those. W think
that they're good and shoul d be enployed. Further we
support strengthening the national OneCall |aw --
OneCall system W support thier use, their
enforcenent. W think there should be no exenptions to
them |If you' re going to dig, you need to call.
Everyone. And we think OneCall systens, working with
t he CDA woul d be an excellent place to enhance
excavat or education progranms, to provi de sone
uniformty and standardi zation. Identify those folks
and get a good nessage out to them

So, to finish up, we think we shoul d not
mandat e i nspections specifically targeting third party
damage, but we will look for it, and to the extent that
we see indications of third party damage in our inline
i nspections, and we need to be | ooking for those
i ndi cations as we have the |ogs read and graded, we
integrate that data as part of our risk assessnent --
that's the RA up there -- with data such as crossings
that we know occur on our pipelines, OneCall tickets
and any ot her excavation, utility activity we have out
there, anything that indicates, that would correl ate
with possible third party danage.

| nvesti gate and renedi ate as necessary, and

again, continue to identify R& to pursue goals for
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detection, nonitoring and characterization of these
def ect s.

M5. GERARD: Understand your point.
Appreciate it. As it relates to inproving, prevention
and the third party work, could you go back to your
| ast slide, or you' re gone. GCkay. As it relates to
oversi ght, what would be prevention work? Do you
believe that there's enough detail in what we have to
be able to oversee the adequacy of the operators
eval uation of susceptibility to third party damage?
mean, renenber the purpose here, where you' re nmaking
recommendat i ons about adjustnents, take away the
requi renent here, rely on prevention nore here. You're
asking us to consider making these changes, and |'m
asking if there's enough detail currently available to
provi de the operator with the criteria necessary for us
to eval uate the adequacy of efforts in that prevention
area? O does nore work need to be done in that area?

You' re suggesting to put nore eggs in that basket,
it's a better payoff.

MR. JOHNSON: That's not the prevention
bullet. This is the prevention bullet. The public ed
mar kers, patrols, surveillance and detection
technology. | think this area needs to be flushed out.

Sonme of the things that are going on, and I don't know
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if Pat wants to tal k about sone of the things that are
going on in CGA in danmage prevention, but some of the
ot her things that we know are going on are the

devel opnment of what we think are inproved standards for
public ed prograns that sets sone goals and suggests
some ways to assess the effectiveness of those
progranms, which just -- throwi ng a bunch of stuff out
to people is not going to get it. Pat, why don't you
tal k about Col orado.

M5. GERARD: | just want to say we're
extendi ng the conment period another 30 days. W' ve
got two weeks in this nonth and anot her 30 days and
part of ny question goes to, should we have additi onal
publ i c di scussion, say next nonth, on issues |like
prevention and mtigation, which | don't -- which are
not as fully fleshed out in the proposal as sone other
aspects relating to HCA, and |I'm just suggesting that
if you want us to consider putting nore eggs in that
basket, we m ght need some nore structure in that
basket .

MR. JOHNSON. Yes, and Pat's going to say a
few words, but there is a section in the NPRMthat
tal ks about these kinds of factors, and | think they're
properly placed and they need to be in there, so we

support that, and I think our comrents will reflect our
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support of those.

MR. CARY: Pat Cary, with El Paso. Just
menti oned ny name and half the room cl eared out.
There's a | ot of good things that are happening wthin
t he Common G ound efforts. A lot of those are heavily
supported by the OPS through sonme of the grants that
were provided. One of the comrents that you' ve nade up
here with the no exceptions is key to its success of
t he OneCall program

From El Paso's perspective, we've had a | ot
hits this year that have been based on contractors
working for entities that have exenptions fromstate
OneCall laws. So that's one area that we could use
sone help that Comon Ground really isn't addressing.
They're not a | obbying effort, and they're strictly
staying away fromthose things.

Sonme of the things that they are doing are
collection of data -- it's going to be a voluntary
program but there will be a good tool to use on a
nati on-w de basis, web-based application that would
coll ect data and when you're able to analyze that,
simlar to what they're doing in Colorado now, it gives
you a real good tool to focus in on areas within --
geographic areas within your pipeline systens that you

may have nore susceptibility to third party damage.
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| think those are probably two of the key
points that are currently going on, what Common G ound
i s doi ng now.

MR. THEODCS: | don't think you have to worry
that half the roomleft because you got up to speak. |
mean it's like, oh, ny gosh, it's another industry
person, fifth one in arow So if the other half of
you don't |eave, ny presentation is also very short.
And as Paul Custillo said, I'malso in the sane
category of not being a netallurgist, or a dense
metal lurgist. Oh, what I'mtalking on. |'mtalking on
pressure testing of the pipeline.

|"d like to go over what's in the current
regul ations. The goal is to address potential for
mat eri al manufacturing defects. Hydrotesting or
pressure testing in general is one of the primry
i nspection techni ques for both baseline and
reassessnent periods. In fact, it's even nentioned in
the Act that Congress passed.

The next couple of bullet itens are details
fromthe proposed regul ations, and M ke's gone over
regulations in a lot of detail, so we can save sone
time and nove on to the fifth one.

The operators have to provide witten

justification as for why it isn't possible or
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econonmically feasible to pressure test a segnment. This
is in the preanble where it's tal king about when you
can use DA. It also nentions that operators nust
performa pressure test at |east once in the life of

t he segnment unl ess the operator can denonstrate that
pressure testing is not necessary to address this

t hreat.

And finally, it nmentions in both preanble and
in the regul ati ons thensel ves, that you conduct the
pressure testing in accordance with subpart J of 192.

O, as what's in B31.8S standard, there are a
fewitens in there in section six. It's appropriate
for addressing tine-dependent and manufacturing and
construction defect threats. Also, when used -- when
rai sing the MAOP of a pipeline, or raising operating
pressure above the historical operating pressure. And
you test it to 1.25 tines the MACP

B31. 8S al so contains a couple pages or so of
details on the mninmal data sets, risk assessnent,
response mtigation nethods, assessnent intervals and
per f ormance neasures.

As far as sone issues that we've identified
and come up with -- first one is it raises significant
-- criticismwuld be -- pressure testing al

pi pelines at some point in their life raises safety and
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reliability issues due to the difficulties in
dewatering the pipeline, involving winter freeze-offs,

i ntroducing internal corrosion causing bacteria, and
general ly causing problens with reliability of service
to custoners. This would be particularly true on the
LDC system and on interstate pipeline systens that feed
directly to the LDCs, essentially the group systens or
|aterally market |ines.

But natural gas production and underground
storage operations has spent enornous investnments on
dehydration, slug catchers, filter separators, drips,
tanks, et cetera in production and storage facilities
to strip out water before it enters the transm ssion
and distribution systenms. And the reason's obvious,
because even a little amunt of water in these systens
can cause horrific problens for the consuners due to
freeze-offs. This rule would have us put probably
t housands of barrels of water into the pipeline system
i ncluding the systens that are right up against the end
user, the consuner.

The second itemrelating to this is for
cities or communities which are single source feeds off
the pipeline -- calling up on Jim Anderson's coments
earlier. It would take anywhere from-- oh, we've

averaged about 18 days for conducting pressure tests,
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but those consuners woul d be out of gas service for
that time period. So there's also significant issues
on custoner outages for single source feed cities.

Definition of -- we also need sone clarity on
the definition of significant cyclic stress that woul d
require pressure testing throughout the life of the
pipeline. W're unclear as to what that nmeans on page
4287. Aso if thereis, there is, as was nentioned
earlier, there's sone differences on the cyclic nature
of gas pipelines and liquid pipelines on the cyclic
i ssue.

Third bullet item |ikew se, what is the
basis for the operating condition changes? 1s this per
B31.8S or is this per sonething el se? Need sone
clarification on that.

Proposed rul e takes what | would view as a
course approach to the issue that's not really founded
on data and science. |It's alnost like the intent is to
pressure test all lines so that you could check off an
itemon a list, versus pressure testing |ines that have
an identified issue that needs to be investigated and
addressed in a tinmely manner. Think of all the threats
that are out there -- 22 threats. A lot of what's in
the rule, a lot of what's in the discussions across the
table today is prioritizing, addressing Hi gh
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Consequence Areas, and Mdderate Ri sk Areas, timng of
issues, with the recognition that not all threats, not
all segnents of the pipeline et cetera, are created
equal .

Yet in this case, it's you ve got to pressure
test everything. Well, why? Sone things may have an
i ssue and sonme don't. Wiy are we addressing the ones
that don't. W need to be concentrating tine and
resources on the other threats that do pose higher
i ssues, higher threats.

Next point is that there is l[imted, or
possi bly even no justification to have to pressure test
| ow stress pipe due to material, manufacturing defects,
particularly for those other than having historical
operating problens. |It's also a higher environnental
i npact, other than the obvious inpact of additional
digging, we'll have | arge water disposal problens. In

our system at |east, we use bactericide in the water.

We can't just dunp that into a creek. In nost places
you can't. In sone parts of the country, probably out
west, |I'mthinking fromthe desert environnent -- we

don't operate there, but | would inmagine there's also
an issue of acquiring the water, acquiring |arge
vol unmes of water to do this.

And finally, significant gas transportation
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capacity outages beyond what was in the EEA anal ysis.
The vol une of pressure testing in the original EEA
i npact study was | ower because it was assuned that only
pipe with a realistic risk due to manufacturing
construction defects, would have to be pressure tested.

It was never anticipated that all the pipe would have
to be pressure tested regardl ess of actual risk.
Testing of all pipe in HCAs woul d have a bi gger inpact
on the transportation capacity outages and resulting
i npact on the gas prices in the market place.

| ndustry has sone ongoi ng research activities

to help provide nore scientific basis for identifying
where we need to prioritize our efforts and what to

address quickly. Patel's (ph) been working on a report

on vintage pipe. The PPICis HSD s nane. | believe
there is a corporate title name going -- change going
on there, but they'll be working on a report. 1t'll

essentially provide a summary of the Patel (ph)

mat erial and a practical users guide, if you will, on

how to extract the data that's in the Patel report.

There's al so anot her ongoing Keifer -- Keifner (ph)

report, studying the cyclic pressure effect on pipe.
The goals of the research is to add technical

basis so we can nake informed decisions to maxim ze our

ability to address where there are real threats.
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Summary of a few points here. W, the
i ndustry, need to conplete the reports, these research
reports, for use in the rule making. Both parties,
or really all parties, there's nore than just us and
OPS, need to work together, and | believe we are as
evi denced in today's discussion, to close this issue
based on science and be sure that the threat is
effectively and efficiently addressed in a tinely
manner. Third, the final rule needs to incorporate the
findi ngs, recommendati ons, and practices of the ongoing
research so as to better align the B31.8S. And the
fourth, we need to focus our efforts where there is a
real risk, as opposed to blindly testing everything.

| believe it is quite likely that the vast
majority of the pipe that would be subjected to this
pressure testing obligation has survived decades of
successful operations, which is a very good test, if
you will, of a line for manufacturing construction
defects. A key concept of the proposed rule is the
integration of data to prioritize where work needs to
be done to effectively the safety concerns. The
requi renent to pressure test all lines, regardl ess of
the actual risk, if any, goes contrary, | think, to the
whol e prem se of what we've been trying to acconplish

in the rule and here in today's discussions.

Executive Court Reporters
(301) 565-0064



© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R
gag b W N P O © 0o N oo 0o M W N+ O

227

And that concludes ny remarks. Questions.

MR. DRAKE: Just to beg your endurance a few
nmore mnutes. Wiat | want to try to do is just close
industry with a recap on sone points that Dan Martin
brought up this norning, sone of the key issues here,
so we stay focused.

| think, in summary, for the nost part, this
is a very good technical effort in the rul emaking, to
the degree that it's based on science and technol ogy,
it is a very good effort. And although M ke probably
feels like he's been on sone sort of carpet bonbing
effort here, where people are just beating the crud out
of himall day long, it is really a well-founded rule.

There are sonme key issues that we are
concerned about because of the cost issues that we're
exposed to here. This is sonmething we supported before
the rul emaking cane out. W felt, when we watched the
liquid rule, that our credibility was at stake -- both
the regulators and industry -- and we tried to step up,
as Mark indicated earlier, with a very intense,
technical effort to evaluate the protections afforded
by the current code, the gaps, and the need to cl ose
those gaps. W offer technical reports to shore up our
basis for action and define how to nove forward

physically. And we still support that. Qur executives
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are on record of that. And even though it's a very
expensive rul emaking, we're still supporting it.

But | think it's something that we need to be
very careful and a few issues, to be careful about the
scope grow h and expl osion to where they're not based
on technol ogy. Because the |loss of control of the
scope here can create costs that are extraordinary.
This is the biggest rul emaki ng ever passed against this
i ndustry, period, fromthe pipeline safety standpoint.

And you' ve got to understand that. The costs we're
tal ki ng about that we are even agreeing with, and not
argui ng about, are very, very significant.

The fact that you' re | ooking systemcally at
the pipe is a positive, but when you start |osing sone
of the filters and sone of the technol ogy, and you
start looking blindly at big scope or big issues, the
scope grow h becones inordinate. And we end up with
tremendous cost growth in this rule with no value. And
t hose shoul d be earnmarks, where your ears should cone
up and | ook for those and tri mthose back because they
waste our efforts, they waste our resources, and sooner
or later they're going to interfere with our custoners
and the reliability of service of this product to the
end user.

The issue of overlap is one of those issues.
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| think we need to spend sone energy on that. W
under stand where you are legally. W need to cone
together, get with the | egislative folks, and define
their intent. |If that's where it cones out, that's
where it cones out. But | think we need to get with
our customers, if that's a fact, and get themready for
the fact in years 8, 9 and 10, they will see huge
interruptions in service and brace thenselves to that.

| think that the use of DA and CDA are
essential tools to hel p manage the | oad during the
baseline, and that we need to try to incorporate as
much of the previous data and the previous efforts that
have been done as we possibly can, and use our head,
not for a hat stand, but analytically to help us
navi gate through this thing.

The | ow stress pipes are a different animal.

They fail in different nodes -- that's where the 30

percent came from it kind of approximates the | eak/

rupture threshold of pipe -- physical nechanics, again,
the netallurgists at the table. It fails differently,
it's adifferent animal. W need to look at it a

little differently. They need sone flexibility down
t here because of the volunme of pipe down there, the
proximty of the custoners and a whol e host of other

things. | think that's well founded, technically.
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The issue on dents. | think this, in
conjunction with third party damage and nmateri al s,
there's one common thene here, and that is fingerprint
t he bad guys, hunt them down, and execute agai nst them

Don't chase everybody. In chasing everybody and
blindly | ooking out there at these gigantic
popul ati ons, you ignore technol ogy and you waste
resources exponentially. That there's good things here
that we can use to try to trimthat down and we need to
i ncorporate that into our thinking.

| think on third party damage, we don't want
to create a fal se sense of security. | think, when you
| ook out at the public and say to them we can stop al
incidents, you are not credible any nore. You are not
credi bl e any nore. Sonmeone needs to stand up and have
the guts to say, | can't stop sonebody who doesn't cal
OneCall, ignores all the ram fications and goes out and
digs and hits ny pipe with a hoe. 88 percent of the
time, it fails tine independent. Boom | don't know
what | can do to stop that. W're going to have to get
better on prevention. W're going to get better on
comuni cations. W're going to have to get better on
education. W're going to have to get better on
monitoring. W don't want to chase third party damage

with pig -- that's insane, a fal se sense of security to
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the public that we can actually nmanage that problem
with a pig. That's ludicrous and we need to start
telling people that. It's the wong answer. And |
agree with Dave. It doesn't nean that when you're

pi ggi ng you don't look for it, but you don't chase it
with a pig.

That's a very fundanental, inportant el enment
here about controlling resources. Yes, we can do sone
things to characterize where, when, all those kinds of
things, and we need to. Wen an operator sees fresh
excavation in their area of patrol, shouldn't they do
sonething. Hey, yes. W can help characterize that,
shore that up as action itens, but chasing it with in
line inspection tools is the wong answer. You're
al ready way behind the curve here.

Di m ni shed pipe materials -- | think we can
do a lot of things. The current research efforts are
in place. Yes, | know that sone of the data that's out
t here about the focusing of this area as a problem area
may be anecdotal, but opening up to all those old
materials, irrespective of the anecdotal data is
reckl ess. And we need to guard agai nst that.

Wth that, that would close industry's
position. | know we've taken a lot of time here, but I

think it was very inportant and very constructive to
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have this dialogue, and I want to thank Stacey for
giving us the opportunity to cone here and try to
prevent -- | mean try to present our technical basis
and our thinking. Because | think our goals are very
simlar, nowwe need to try to come together and
comuni cate as best we can, to help land this

rul emaki ng practicably and effectively, where we shore
up our credibility with the public, and we are able to
execute against this in sonme sort of effective and
reasonabl e neans for both parties.

Wth that, I"'mgoing to close the panel up
here unl ess there are any other questions or comrents
fromthe floor. [I'll turn the m ke back to Stacey and
M ke. Thank you.

M5. GERARD: These were prepared
presentations. Are there any comrents that are
forthcom ng fromthe audi ence that may be spontaneous
or just were not schedul ed? Anybody in the roomis
wel cone to cone to the m ke.

MR. BYRD: A few random thoughts --

M5. GERARD:. State who you are.

MR. BYRD: Phil Byrd with RCB. And sone of
t hese things have been said, maybe a little differently
or not quite as specifically during the panel, so |

just wanted to summarize five things.
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Nunber one. Comment to OPS, don't be afraid
to follow the math in both directions when it cones to
Potenti al | npact Zones.

M5. GERARD: We're not.

MR. BYRD: You know, readily admt, it ought
to get bigger. Let's accept the fact that it ought to
be smaller than 300 feet, and even if you can't fit a
house in a circle, well that just nmeans it's not an
HCA.

The second. There was a conment on one slide
about if you've got a rural church that's in your
circle and that's all, nmaybe that ought to be an MRA
| would |ike to expand that concept to if you have an
identified site and that's the only thing that would
cause you to be an HCA, maybe that part should only be
considered as MRA. Just throw that out for additional
consi derati on.

Third, the NAPSR chairman nentioned you ought
to make this a subpart. | couldn't agree nore. | read

the Federal Register every day and it gets very

confusing when you're trying to figure out, is this I
that follows H is this the | before | get to the

doubl e-i, and when you have that happen several tine on
t he sane page, you think, well, nmaybe we could just

draft this a little differently, it would be easier to
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foll ow

The fourth thing, and this is for farther

down the road, but I'll go ahead and plant the thought.
When you get around to interpreting this rule, don't
throw away the incentive that people m ght have to put
their entire systeminto their program And the reason
|"msaying that is, you know, when we deal with |iquid
operators, we're currently dealing with a rule, and
they say, well, 1'Il just consider all of nmy pipes to
be HCAs.

(1 naudi bl e questi on)

MR. BYRD: Well, yes, but you know, no good
deed goes unpuni shed, and you m ght do that, but you're
still going to have to do all the work that you'd have
to do to figure out what woul d have been an HCA so that
you can pass the audit. And | think it would be a good
thing for public safety if the agency gave people sone
|atitude. Say, if you throw all your pipe into this
program then we won't require sone of the analysis
that we would have required to say it's in or out. Dd
| make nysel f clear?

M5. GERARD: Perfectly.

MR. BYRD: Ckay. And then the other thing to
consi der, when you tal k about your 20 percent pressure

reducti on under certain situations, don't forget the
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front end of the transm ssion systens, where people are
trying to get into the transm ssion system not

t hi nki ng about the distribution downstream You know,
there, you reduce pressure 20 percent, you reduce
capacity, but you can still operate. If you're on the
upstream side of the transm ssion system and you say

you' ve got a pipe that operates 1100 psi, you're trying

to get into 1000 psi system Well, if I've got to
reduce ny pressure by 20 percent, | don't reduce by
vol une, | shut ny pipe in because | can't get into the

1000 psi systemany nore. So be aware of that
situation when you tal k about any kind of random
per cent age pressure drop because of sone indication
that you found. You m ght have a bigger inpact than
you t hi nk.

M5. GERARD: Thanks, Phil. Anybody else with
t he energy or courage?

Well, this has been a really informative day.

| don't think there's anybody who's been in the room

today who hasn't | earned sonething. Anong the things
that we've learned that's been a big surprise is there
could be a very extensive alignment of industry, state
and public views, which | think was surprise for a | ot
of peopl e.

| know it's Friday afternoon and everybody's
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wor ked very hard to prepare very cogent presentations.
W' ve just extended the conmment period. That's to
gi ve people nore tinme to fully flesh out concepts they
prepared today, or issues that we've identified that we
need nore information for the record. |In finalizing
this rule we need to operate off the record, and the
nore explicit the record is, the better it is for us.

We'd remind you that we have a public
techni cal advisory conmittee neeting in two weeks, on
Thursday. At that neeting, we're hoping to have a vote
on the cost benefit of this rule. There's a |lot of
information that's been presented here that | would
like to see provided to the nmenbers of the advisory
commttee imediately so that they can read it. The
pur pose of the gas | MP discussion on Thursday the 27th
is a briefing to try to get those nenbers who will have
to vote on the NPRM up to speed.

But remenber, when they vote, which we expect
to be in May, hopefully, they can vote with anmendnents,
and they can prepare those anmendnents in advance. Wen
we went through this process with the liquid rule, |
think the conmttee had prepared in advance, different
menbers had prepared as many as ni ne anendnents which
were voted on with the proposed rule, and that kind of

preparation takes tine, effort, coordination, detail.
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We can have conference calls with the conmttee, and so
you all put a lot of work into defining your positions,
and | suggest that's a good investnent, but that you
need to prepare for sonme additional investnent over the
next few weeks to really fully nmaxim ze the investnent
you' ve made.

So that applies to everybody, whether they
prepared and presented today, or they have materi al
they still want to put in front of the advisory
commttee. W cannot conclude the rul emaki ng w t hout
that vote, and that vote is very inportant, and
remenber that when we go to final rule, we will account
for each issue that the advisory commttee took up
individually. If we accept it, we say why. If we
don't accept it, we say why. So | think it's very
important to continue the effort that has gone into
prepari ng for today.

| thank everybody for their professionalism

| think that the tenor of the neeting was extrenely
hi ghly professional and at the same tine | think it was
i nformal enough that people really felt confortable
communicating. And so | think this is really a good
day for pipeline safety, and we have nore ahead. Thank
you very much

(Whereupon, at 4:20 p.m, the hearing in the
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1 above captioned matter was adjourned.)
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