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P-ROGCEEDI-NGS
9:02 a.m

MR. WESE: Last mnute
coordi nation. Thank you.

So | saw a few of our friends from
Canada and | wanted to wel cone them here today
and thank themfor -- this is the second pol ar
vortex, isn't that, com ng our way?

(Laughter.)

MR. WESE: So thanks again. That
was an hour-and-forty-five-mnute commute with
t hat snow

(Laughter.)

MR WESE: | was texting Linda
and praying that we had coffee here this
nor ni ng.

So any rate, hope everyone had a
good night. Thank you so nmuch for your
participation yesterday. It was very
interesting and the plastic vote was harder
than | anticipated. | talked to people

afterwards, including some of the
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manuf acturers, and | really feel |like there
was a failure to conmmunicate early on. You
know, we shouldn't have to get to that.

That was a unani nous, by the way,
Cynt hi a.

There was a unani nous vote by the
time we got here, but | felt like it was a
hard vote. | think you guys understand what
' m saying, that sone people took it hard.

And it really shouldn't work that way. So our
apol ogi es for not being nore cognizant in
handling that earlier.

So any rate, welcone to day two of
the Advisory Commttee. This is the inform
part where | just wel cone you really quickly
and | turn it over to ny am cable and ever-
ready and able Chair, Col ette Honorable.

So | think I kind of went over the
agenda. For those of you who weren't here
yesterday, I'll just make it really quick.

W' ve asked the adm ni strator and

representatives each of the nmmjor stakehol der
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groups today to talk a little bit about what

their priorities and initiatives are for 2014,
And the reason we did that; it nmay seem ki nd
of, you know, | don't know, staid, but | think
there's a |l ot going on that people are not
aware of. And | also find that when we do
this and we talk wth each other about what
we're doing, we'll say, hey, | need to follow
up with them you know, because |I'minterested
in that. Hopefully we'll make sone
connections for people here today.

This afternoon will be largely a
set up for tonorrow s workshop on pipeline
saf ety managenent systens. | reiterate again
for those of you who weren't able to nake it
yesterday that if you can't be here, and |
know t hat sone of you can't, we'll be
webcasting it and we'll al so be capturing sone
of the panel sessions and sone of the
presentations and putting them up on PHMBA' s
YouTube channel. W'IlIl send out all that

information to you. You don't need to worry
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about it. But if anyone's interested in the
Web cast, just go to the phnsa. dot.gov and
you'll see it up in the news. You can click
on it, register and get all the data on the
webcast .

So | think the only thing | want
to do this norning is go over sone of the
basi s announcenents and nake sure everybody --
we have sone new people here. W should be
clear on how to get out of here in the case
that we need to. Most of you probably canme up
the stairways, but if you go back through
these doors and turn to your left as you go
out, there's a stairway that will take you
right to the exit and we woul d assenbl e
out si de there.

M ke Israni warned ne there are
over -- the bathroonms are out to your right
and there are doors that will take you out of
here. In the case of a fire, you can take
them but don't take themunless there's a

fire enmergency. MKke got trapped in there --
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(Laughter.)

MR WESE: -- and had to use his
cell phone to get out. So that is not a
general egress point.

So I'mtrying to think. W've
covered the basics | think, Colette.

So wth that, I wll turn this
over to Col ette Honorabl e.

CHAI R HONORABLE: Thank you, Jeff,
and good norni ng everyone. Thank you for your
attention and your participation on yesterday
afternoon. We had very productive neetings,
very efficient neetings. And we al so had
participation by our newest nenber, M chele.
Vel conme back.

Id" like to al so acknow edge Car
and Tim Thank you for being here wth us.
We know travel and schedul es sonetines get in
t he way.

PARTI Cl PANT: And Todd.

CHAI R HONORABLE: And Todd. Thank

you. W referenced you yesterday, you know?
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And because you were absent, you were added to
a subcomm ttee.

MR WESE: That's right. That
w il teach you.

MEMBER DENTON: | vol unt eered.

CHAI R HONORABLE: Yes, we know.
It's a joke. Todd did volunteer. And thank
you for doi ng so.

And | told Carl it just wasn't the
same wi thout himon yesterday.

But we're delighted. W have a
great agenda today and very pl eased to be
joined by the PHVSA adm nistrator, and Jeff
w Il do the honors of introducing her.

Agai n, as you are speaki ng today,
pl ease keep in mnd that we are recording this
commttee neeting. Please raise your tent
cards to be recogni zed. And when you are,
pl ease acknow edge or introduce yourselves for
the record.

So wwth that, I'll turn it back

over to Jeff.
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MR WESE: Geat. Thanks so

much, Colette.

And there's no votes today, but
|"mpretty sure we have a quorum on both
sides. So that's a good thing. And |'m
pl eased that so nmany of you took tinme to cone
up with this snow com ng.

So it's nmy pleasure this norning
to introduce Cynthia Quarterman. | think nost
of you and certainly everyone | think on --
and M chel e even knows her, and she's a new
menber. So |I'll say | think all of you know
Cynthia. [It's been ny pleasure to work for
her for over four years now Correct?

MS. QUARTERMAN:.  Yes.

MR, WESE: Yes, over four years.
Probably feels |ike eight to her, only because
of ne.

MS. QUARTERMAN:. Twenty.

(Laughter.)

MR WESE: Yes, 20. Yes. And

she thought that we were the nost fun sector
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of PHVSBA, but recently trains have been

keepi ng her busy. So you may have read a few
t hi ngs about that. | think Cynthia has to

| eave here this norning shortly after her
presentation to go up to the Hi Il and deliver
testinony on that fun issue. So we're glad to
have sonebody distracting her for a little
whi | e besi des the pipeline side.

"Il just tell a quick funny story
on Cynthia. She knew ne before and she still
came here, so --

(Laughter.)

MR. WESE: Yes, she's |aughing
really hard on this one. But | wll say, and
Cynthia would tell you it's true, that we've
known each other for quite a while and at one
point | was interested in seeing Cynthia cone
over here. So | nmet with her and she said why
woul d you want ne to cone over there? And
said | need help, really.

And Cynt hia has been very good to

work with. She's got an incredibly good m nd,
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so very helpful in terns of strategy, where
we're going on things. Cynthia has sort of
driven this process now for the past three or
four years where -- helpful to us. And, Rick,
you'll appreciate this. R ck is always

rem nding me that we don't have enough
resources to do our job. | couldn't agree
nore. But Cynthia has led the effort to
really prioritize what we're doing. She's
going to talk to that in a mnute. You know,
but | think she's also run the hoops for us in
terms of resources. She's done her best to
try to add resources to the Pipeline Safety
Program and |'m thankful for that.

So there's always the Congress we
have to work with, and you know, that's the
other side of the coin. Cynthia's also said
she's happy to stick around and take questions
fromthe Commttee if you'd I|ike.

So with that, | think I wll stop
and turn it over to Cynthia.

M5. QUARTERMAN:  Good nor ni ng,
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everyone. |It's great to be here this norning.
| wel cone your questions. | need sone
preparation for this afternoon's hearing.

(Laughter.)

M5. QUARTERMAN: Started right
now. Again, | want to thank everybody who are
menbers of the Commttees for participating
giving us your tinme and your help to inprove
pi peline safety. It is extrenely inportant to
the nation and we appreciate all that you do
to sacrifice tine away fromthe office and all
those emails and all the work there to cone
here and help nove the ball forward on
pi peline safety.

| have the distinguished honor of
bei ng the | ongest serving admnistrator | know
of PHVBA, and it has been a great joy for ne.
It has been a great challenge. | think it has
been probably sone of the nost chall engi ng
years that the Agency has had because of the
series of pipeline incidents and the

chal | enges that have faced the other half of
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our program
| wanted to begin by thanking

Colette and Jeff for their wonderf ul

i ntroductions and for their participation. |

al ways | ook forward to spending tinme with

Colette. She is a joy to be wth.

| "' m happy to see Mchele Joy join
the Committee, having seen her in days past
over many, many years. It's good to see her
back in the pipeline safety arena and here on
this Conmttee. W |ook forward to your
I nvol vement .

There are a nunber of nenbers who
have retired or gone on to other things. |
just wanted to recogni ze the contri butions of
Gene Feigel who recently retired fromthe
Hartford Steam Boil er and resigned in his
position on the Gas Conmittee. He was a
menber of that Conmittee for 12 years, so
that's a great loss to us. And we appreciate
his service.

Jerry Rosendahl fromthe State
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Fire Marshal and who was the director of

Pi peline Safety for M nnesota announced t hat
he was going to retire at the end of |ast
year.

M chael Bel Il man, the deputy
director for the Gty of Ri chnond Depart nent
of Public Utilities retired fromthe Conmttee
as wel | .

And Wayne Gardner, a state
comm ssioner wth Pennsylvania, also | eaves a
gover nment vacancy.

We have put forward three new
nom nations for the Commttees. W | ook
forward to getting those through the process.
We are still looking for other nenbers to fill
t he vacanci es, but we want to have a ful
comm ttee up and running as soon as possible.

On behal f of the President and
Secretary Foxx, | want to wel cone you again
t hank you to your comm tnent for pipeline
safety. Not many of you have had the

opportunity to neet Secretary Foxx, but | can

Neal R Gross and Co., Inc.
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tell you, as with respect to Secretary LaHood,
his focus, is first priority continues to be
safety.

Col ette has had the privilege to
have hi m speak at her recent NARUC neeti ng
here in Washington, D.C. | think he was very
pl eased to go there and speak to that audi ence
and encourage themto continue to go forward
wth the call to action that Secretary LaHood
started. And | think that was a great event
for him

He al so very recently net with
Dave McCurdy and the nenbers of the Anerican
Gas Association and their board. | know he
wants to neet wwth every other constituent
sitting here at the table. And he's still not
a year into the job, so as you ask for
meetings with him be a little bit patient as
he tries to maneuver around through his
schedule to get to every constituent
represented here.

| don't have to tell you that

Neal R Gross and Co., Inc.
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pi pelines are an inportant part of today's
infrastructure as the donestic production of
oil and gas. W are the United States | eaders
across the board and what you do here is
extrenely inportant in that arena. | always
say to ny staff PHVBA is the nost inportant
agency that nobody ever heard of. That's
changi ng these days, | think, as the anount of
oil and gas increases across the country, and
not just on pipelines, but novenent on trains
and trucks and shi ps and everything el se as
wel | .

| wanted to start by just
congratulating ny staff for all of their hard
work in 2013. They made great advancenents
and | just want to acknow edge a few of the
things that they did during that tine.

In 2013 we put forward new penalty
provi sions and new authority to enforce Part
194 of our reqgulations. W put in force new
presiding official and appeal procedures to

make our appeal process nore open, wth nore

Neal R Gross and Co., Inc.
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due process, we hope.

We devel oped and began proposing
an integrity verification process which we
hope to see nove forward this year.

We drafted proposed rul es that
woul d conprehensi vely update both the natural
gas and hazardous liquid transm ssion pipeline
regul ations. You haven't seen those yet, but
be assured they are drafted and hopeful |y
ready to go out the door sonetine soon.

We've fully inplenmented our new
Integrity Inspection Programthroughout the
United States, so we are noving forward with
a different sort of inspection going forward.

We spent a lot of tine |ast year
trying to nodernize our Facility Response Pl an
process and streamline Ol Response Plans and
our reviews. And we are in the process of
getting all of those plans redacted and put on
the Internet and nmake themfully available to
t he public.

We i nproved our Enforcenent

Neal R Gross and Co., Inc.
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Program We've had a series of years where --
have been the best for us in ternms of getting
orders out, closing enforcenent cases and
issuing civil penalties. W're very proud of
that record. | think we've had since |'ve
been there maybe the top three years of doing
t hat .

We have been working on a nunber
of construction projects, big construction
projects for pipelines across the country that
have taken a great deal of our tine and effort
and resources to work on.

We have continued to work on our
consent decree with Enbridge Pipeline Conpany,
and our fol ks have spent over 300 days j ust
wor ki ng on that and the details of that.

We have increased funding to
states 77 percent, $46.5 mllion. W have
spent a lot of time with the California Public
Utility Comm ssion and its oversight of its
prograns in California in the past year.

We continue to expand our

Neal R Gross and Co., Inc.
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I nvol venent with 811 through social nedia and
ot her mechani sns. We're very happy. The
states will hopefully be happy that we opened
up a 30, 000-square-foot Inspector Training and
Qualification Center in Cklahoma Cty, which
Is state-of-the-art. W went out earlier this
year to the opening of that, and it is a

mar ked change fromthe dreary dregs of the
past, and we hope that w ||l encourage people
to really take pipeline safety training
seriously.

We had 96 focus research projects
ongoi ng. And we have been able to decrease
the nunber of fatalities and injuries from
pi peline incidents in 2013. | think 2012 and
2013 were great years in terns of those
statistics, so we're pleased with that.

As we | ook forward to 2014, | try
to group -- the ABCs, | call them of what are
our priorities for the comng year? There are
three areas that we focus on. First,

anticipate and avert hi gh-consequence events.

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 21

Those are the big events that capture the
publ i c i magi nati on.

The second thing is to build a
publ i ¢ understandi ng of and broadcast
information on safety risks. This is the
pi ece where we nmake the public prepared and we
provide information for themso that they can
be prepared.

The third is to catal og and
curtail the highest risks. And these are
things that may not |lead to a hi gh-consequence
event, but that we see over and over and over
again.

So our prograns and priorities are
focused on those three broad categories in the
com ng years and in years past.

|'"'mnot going to try to catalog a
whole list of all of our initiatives, but give
you a sense of sone of the things that we'll
be focusing on this year. W are devel opi ng
and depl oying a pipeline safety workpl ace

managenent strategy. That's an internal

Neal R Gross and Co., Inc.
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effort where we're trying to | ook at our
resources inside as we hopefully continue to
grow them W have had a decent budget year
this year for pipeline safety and we're

| ooking forward to even better years in the
future. And as Jeff nentioned, that's ny
focus, trying to grow both hal ves of the PHVBA
portfolio.

Saf ety managenent systens, which
you'll be tal king about here today and
tonmorrow. And noving forward and trying to
expand the know edge base on those systens and
encour age conpani es and operators to inpl enent
those systens within their conpanies.

We're trying to identify nore
nmeani ngful performance netrics. There have
been a nunber of performance netrics out about
the Pipeline Safety Program over tine. |
think Alan and Linda wll be talking [ater on
about how we nove forward and cone forward
wth a set that we can all agree to and

nmeasure going forward to put everybody on the
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sanme playing field.

We have a nunber of ongoi ng
congressi onal mandates. NTISB recomendati ons,
O G GAO recommendations. W have been a good
place in terns of closing the Pipeline Safety
Act recomendations and we're continuing to
work on all those over the next year.

We al so continuing to devel op what
we call IMP 2.0, refining in the Integrity
Managenent Programin the year to cone. And
anot her of our big efforts last year and
continuing into this year will be try to
ensure that state programoversight is
I nproved.

Anot her technical issue that we
are | ooki ng at governnent because we have seen
evi dence of sone problens and sone recent
I ncidents is pipeline reversals and
conversions ensuring that the conpani es know
what they'd need to do before that happens to
ensure that an incident doesn't occur in the

future.
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And of course research and
devel opnmrent. W had a workshop a year or so
ago about that. W're planning to have
anot her one this year to continue to push the
envel ope on tools and | ooking at cracking and
seam and defects and those kind of issues
where we really need better tools to inprove
the integrity of pipelines and inprove safety.

And we'll al so be continuing our
Conpetitive Academ c Agreenent Program
That's what we call the CAAP program where
we're reaching out to young peopl e and aski ng
for their hopefully new and novel ideas about
how to i nprove pipeline safety. W're doing
that not only to bring fresh ideas into the
pi peline safety arena, but also to bring fresh
people in. W're hoping that, you know, we'l
get new i deas and al so get sone of those
people to cone work for us or for the
I ndustries around the table.

And of course we will continue our

efforts on damage prevention. April is com ng

Neal R Gross and Co., Inc.
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up soon and we plan to have a |l ot of
activities associated wth National Safe
Di ggi ng Mont h.

And with that, | think that's
enough for the new year to tal k about right
now. Thank you. And |'m happy to answer any
guestions fol ks m ght have about what we've
done or what we're doing.

CHAI R HONORABLE: Thank you,
adm nistrator. M goodness. |'mnot sure how
you all have tine to undertake all of these
efforts, but | think it's both a chall enging
time and an exciting tine for all of us who
work in this area.

| wanted to begin the Q & A by
asking you, admnistrator, to speak a bit nore
about the training effort in Cklahoma Cty.

I know that you all were there recently, so |
wanted to ask you to tal k about that.

M5. QUARTERMAN:. For those of you
who are industry, you perhaps have not had the

pl easure to go out to our training facility in

Neal R Gross and Co., Inc.
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klahoma City. It had historically been on

the FAA Training G ounds. There was a | ot of
difficulty getting into that building there.
And the facilities thenselves were not great.
Dar k, unpl easant, not an asset that you woul d
use toward getting people trained.

Ri ght now we have a big facility
that was essentially a warehouse. W have
pl ans. W have grounds outside so that we can
do sone testing, corrosion testing. W have
| arge cl assroons. Maybe one day we coul d take
this Commttee there to see the facilities
there. They have | ots of pieces of pipe and
fittings and all sorts of things. It really
Is a state-of-the-art facility and we're
| ooking forward to ensuring that as we get new
I nspectors, all the new inspectors that we
want on board, both for us and for the states,
that they will be happy about the new
facilities there.

CHAI R HONORABLE: Thank you. |

certainly could say on behal f of inspectors
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that they are excited about it. So | | ook

forward to seeing it also.

Are there questions? | see Sue's
tent card.

MEMBER FLECK: Thank you. Sue
Fl eck representing the Gas Comnmttee. | had

a question about performance netrics. That
seens to be a thing that our state regulators
are really struggling with trying to find the
right nmetrics to neasure conpani es agai nst one
anot her and agai nst your previ ous experience.
And even wthin the conpany we struggle with
trying to find the right bal ance of |eading
and | aggi ng i ndi cators.

So |I'd be real curious to know
what you all are going to do this year to
maybe kind of try to nove that forward, naybe
wor kshops or sonething. |It's a big issue, and
"Il tell you what, it causes really a ot of
angst with the utilities dealing with the
regulators and trying to find the right

measures to really show what we're doing and
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maki ng i nprovenents and where we have gaps and
kind of need to focus. So I'd |like you to
comment on that.

M5. QUARTERMAN:  Thank you. |
agree with that. W have struggled internally
recently. W' re |ooking at performance of
different operators and trying to neasure
whi ch m ght be a better perform ng operator
versus not. And as we nassage that data,
there are al ways changes that need to be nmde,
but it is a difficult question. However, |
feel great that we're going to get a result,
because we have two of the snartest people
that work for us, Alan and Linda, on the case.
And | wll let themrespond how they're going
to make that happen.

MR, MAYBERRY: Yes. Stay tuned
for later today, but yes.

(Laughter.)

MR MAYBERRY: But in line with
that, | nean, gosh, there are so many ways to

go fromthat wwth initiatives we have. You
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know, there's the NTSB reconmendati ons that
relate to neaningful netrics. W have a |ot
of monmentum behind that right now and | think
you'll be seeing sone things that cone out of
that that will clarify, you know, what are
sone vi abl e neasures that an operator woul d
use to neasure their performance, certainly as
It relates to integrity managenent? But then
we have the teans that Linda and | will be
gi ving an update on | ater today.

M5. DAUGHERTY: Then ny two cents:
This is Linda Daugherty. You know, when you
| ook at performance neasures, you have sets of
data, but then you have to figure out if it's
actually telling you what you think it's
telling you. And we often struggle with
integrity. Is it a pipe integrity issue or is
It an operator performance issue? And how do
you nesh those to nake sure you're getting a
good read on what's actually occurring and
that you don't choose the wong netrics

because that can |l ead you in the wong
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direction and give you a fal se sense of
assurance? So it's a challenging area and
we're having a lot of fun with it.

M5. FLECK: This is Sue Fleck
again with the Gas Commttee. | think it wll
drive sone interesting conversations. And
can tell you that sone netrics that neasure us
as a conpany; |'m speaking fromNational Gid
perspective now, are rates |ike energency
response rates, which | think are fair kind of
measures, but other ones neasure incidents and
don't conpare themto the nunber of
transactions. So it |ooks |ike, you know, a
conpany has a poor performance record because
we've gotten three violations. But you know,
I f you | ooked at the fact that there were
200, 000 transactions and there were 3
failures, and you |l ook at failure rates, you
m ght have a different perspective.

So we're very concerned about the
optics of performance neasures and what they

truly tell about an organization's performance
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and their safety culture and we w il anxiously
await this afternoon's presentation.

CHAI R HONORABLE: Thank you, Sue.
And | guess what is that those netrics shoul d
be neasuring? Yes.

So | guess that R ck nmaybe had a
conpar abl e question. |'mnot sure. You put
your tent card down.

MR PEVARSKI: | did. It dealt
nore with the training institute. And in the
past TSI used to train the industry. And are
there any plans to do that? | went through
that nyself. It was a wonderful course. And
Is there any plans to do that in the future?

M5. QUARTERMAN:  No current plans
to do that, no.

MR, WESE: My | add sonet hi ng?

CHAI R HONORABLE: Yes, Jeff?

MR WESE: And | agree with
Cynthia, but if you'll let nme just expand on
it for a second so you better understand why.

We put through about 400 people a year between
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the states and ourselves. W can't keep up
with the demand on the state and the federal

I nspectors. Again, nmaybe soneday as we can
expand the program but right now our priority
Is taking care of making sure we have the best
i nspectors in the field that we can, both at

a state and federal |evel.

And then |I'll say secondarily that
in the past when we had offered training to
the industry, we have had Capitol H Il call us
and say why are you taking noney away from ny
constituents? Basically they didn't want us
training industry. They thought there were
ot her avenues. But | think first and forenost
our priority is on the state and federal
I nspectors, and it really has to be.

CHAI R HONORABLE: Andy?

MEMBER DRAKE: This is Andy Drake
with the Gas Committee. You nentioned the
pending rules on integrity managenent.
Certainly, as you nentioned, a |lot of energy

has gone into those froma | ot of stakehol ders
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around this room | appreciate the venues
that you created and sone transparency in the
conversations around the mechanics of those.
But | think, you know, the
guestion in nmy mnd is the tineline to rol
those rules out. Maybe you could shed a
little bit of light on your thoughts on tim ng
and the issues that you have to address to get
them out, especially in the wake of an
el ection year and the fact that the re-
aut hori zation hearings are going to start here
pretty shortly. And the obvious questions are
going to be how are we addressing the
| egi sl ati ve nandates that are in the current
bill on a schedule that they've already laid
down? | know that that's certainly a weighty
guestion, but |'d appreciate anything that you
can shed on that. | think that's certainly
sonething a lot of us in the roomare very
curious about.
M5. QUARTERMAN.  Well, | can tel

you the process, the official process -- and,
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you know, the official process doesn't always
end up being the way things happen, which is
that we with PHVSA are the first people to
draft a rulemaking. And ny staff has done
that at ny request.

And | have to be candid: | have
been reading it. It's quite a big rule on the
gas side in the mdst of lots of issues
related to crude trains. So whereas they net
ny deadline, | have not net ny deadline. So
| amin the process of still reading that.

Once we are confortable with the
rule internally, it then goes to the Ofice of
the Secretary. And under the ideal situation
It takes a nonth there before it then goes to
the O fice of Managenent and Budget where they
have a desi gnated 90-day wi ndow. But | can
tell you there's a lot of back and forth
t hr oughout that whol e process, so those
tinmelines are not witten in stone.

So that's what the process is, but

there are lots of rules in the Departnent, and
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we are one agency. There's a conpetition

bet ween agenci es about what rules make it up
where. So, you know, it is a fluid process,
but not one that | can say, okay, |I'mgoing to
finish reading it by the end of this week,
which is ny plan, and then get it to the
Departnent so you'll see it in four nonths
time. It's not going to be that
straightforward, although | would love it to
be.

CHAI R HONORABLE: Thank you. Any
ot her questions or comments for the
adm nistrator? W don't want to keep her from
her i nportant business on the Hll.

(No audi bl e response.)

CHAI R HONORABLE: Wl l, thank you
so nmuch and on behalf of the Joint Committees
t hank you for the work that you do. It's a
trenmendous j ob, but we appreciate the fact
that you are always accessible to us, to ne
personally, and the issues that we bring to

you. And we | ook forward to continuing this
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work with you.

MS. QUARTERMAN: Thanks again to
the Commttee and to you, Colette.

MR WESE: | think I can speak

for Cynthia when | say she'd rather be here

wi th you.

(Laughter.)

MR WESE: So have a great tine.
Knock themout. OCh, | guess you're not

supposed to say that when it's the H I,
right?

So, Colette, | think we're --
woul d you |like ne to introduce you?

CHAI R HONORABLE:  No.

MR WESE: No?

CHAI R HONORABLE: | don't think we
need any i ntroduction.

MR, WESE: kay.

CHAI R HONORABLE: Good nor ni ng.
Colette Honorable. |'m chairman of the
Arkansas Public Service Comm ssion. | also

have the honor and distinct pleasure of

Neal R Gross and Co., Inc.
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serving as president of NARUC, the Nati onal

Associ ation of Regulatory Uility
Comm ssioners. Long story about how we
arrived at that nane.

This year ny thenme at NARUC i s
"Equip to Lead." So it's a nessage to
regul ators to enpower them "Equip to Lead:
125 Years of Effective Regul ation.™

As you know, utility regulators
are economc regulators. W regulate public
utilities or investor-owned utilities and our
mssion is to ensure safe affordable reliable
utility service.

This year ny very top priority as
presi dent of NARUC is pipeline safety. And
it'"s not a political ploy on ny part. For
t hose who know ne, it's near and dear to ny
heart. And it's very inportant that we focus
toget her as regulators on the issue of
pi peline safety.

"' mal so focused on infrastructure

directly regarding resilience and reliability
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I ssues, how we are preparing for and
respondi ng to severe weat her events, cyber
security issues, physical attacks, how we are
wor ki ng together to integrate renewabl es onto
the grid, DIG and also our core function of
reliability. And last but not |east, a focus
on diversity, both fuel diversity and
diversity in the truest sense of the word as
we all need to prepare for training and hiring
the next generation of the utility work force
and ensuring that from as | say, the C Suite
to nmen and wonen who work on the lines every
day making sure that they reflect the people
that we serve.

But as the adm nistrator
nmenti oned, we were honored to have Secretary
Foxx to join us at ny first neeting as your
president. H's nessage was a positive one.
It was a sobering one, but a positive one
reflecting the progress that we've nade,
particularly since Secretary Lahood's call to

action in 2011.
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|'ve al so had the pl easure and
honor of neeting with Deputy Secretary Mendez
actual ly before he becane Deputy Secretary
Mendez. And al so Adm ni strator Quarternan,
['"ve nmet with her several tinmes. And it's
been inportant that | understand where she is
headed as adm ni strator, where PHVSA is headed
and where we shoul d be headed, both as
regul ators and as inspectors.

So we're focused on, wth regard
to pipeline safety infrastructure,
under st andi ng what the needs of industry are,
because industry is on the front |ines.
| ndustry will bring their proposals to the
state comm ssions. W're focused on educating
regul ators and i nspectors about this work.

And al so focused on how this work plays out at
our NARUC Committees, both the Comm ttee on
Gas and the Subconmmittee on Pipeline Safety,
whi ch are both conprised of comm ssioners, and
al so our joint work wth our Staff

Subcomm ttee on Pipeline Safety, which is
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primarily conprised of our NAPSR col | eagues.

So wwth that, I'd like to present
the top five priorities. These are on behalf
of NAPSR, which these are al so enbraced by
NARUC.

And | nust say a word of thanks to
our NAPSR friends. Many of themwork on our
respective staffs at the PUCs and sone work
I ndependently of our work, but these are nen
and wonen who work very hard, as you know,
each and every day. | often say they Ilive,
eat, drink, sleep, breathe pipeline safety.
And thank goodness for it. They're very
passi onate about this work and they have been
commtted to educating us. And they've just
rel eased their second conpendiumof |aws in
our respective states and initiatives which
focus to a greater degree they're nore
stringent than the federal code. It's a very
| arge volunme of |aws and efforts and actions
I n our respective states, which denonstrate

our commtnent to pipeline safety. And we're
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commtted to doing that going forward.

So wth that, I'd like to offer
the top five priorities for 2014 of both NAPSR
and NARUC.

No. 1, the final rule regarding
gathering lines. W support a rule outlining
a clear definition of the beginning and end
points of gathering lines. The current
regul ati ons | eave the begi nning and end poi nt
open to interpretation dependi ng on the
configuration and |ocation of process
equi pnent. In addition, we support a rule
subjecting all gathering |lines including those
operating in class 1 locations to C F. R
requirenents. Requirenent limtations may be
applicable to the gathering lines in class 1
| ocations such as limting conpliance to
C.F.R Part 192(a) regardi ng general
requirenents; (i) corrosion control; (k) up-
rating; (l) operations; (m maintenance; and
CF.R Part 199, anti-drug and al cohol

prograns.
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The second priority is regarding
the final rule for IVP, or as you know it,
integrity verification processes. W
recommend that PHVSA provi de additi onal
gui dance on certain elenents contained in the
devel oping | VP process. Qperators have been
engaged in the process of verifying the MAOP,
or maxi mum al | owabl e operating pressure, of
their transm ssion pipelines.

On May 7, 2012 PHMSA i ssued
Advi sory Bulletin 2012-0068 rem ndi ng
operators to verify the MAOP as required by 49
CF.R Parts 192.517 and 195. 310. The
advisory bulletin also inforned operators of
a requirenent to report the mles of pipeline
for which MAOP could be verified, as well as
t hose pipelines that do not have verification
records on the 2012 Annual Report.

The bulletin references a previous
advisory bulletin issued on January 10, 2011
that rem nded operators relying on the review

of the design, construction, inspection,
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testing and other related data to establish
the MAOP. They nust ensure that the records
used are reliable, traceable, verifiable and
conpl et e.

NAPSR has identified a need for
PHVBA to provide tinely additional guidance

regarding the terns "reliable," "traceable,"
“verifiable," and "conplete." Additional
guidance is required to define the actions the
operators nust take and how we carry out these
roles to test pipelines for which adequate
records are not available. And | would
daresay industry nay wel|l appreciate that
clarification as well. A tineline for
conpleting the MAOP verification testing
shoul d al so be provi ded.

The third priority regarding the
final rule for application of integrity
managenent requirenents outside of high-
consequence areas, or HCAs. W support a rule

regardi ng expansion of the transm ssion

integrity managenent elenments. On August 1,
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2013 PHMBA i ssued an NPRM which was 2013- 161,

seei ng public coment whet her applying the
| MP-required el enents applicable to HCAs to
areas beyond t he HCAs.

The Pipeline Safety Regul atory
Certainty and Job Creation Act of 2011
required the Secretary of Transportation to
eval uate and i ssue a report on whether | M
requi renents should be expanded. W support
extendi ng requirenents currently applicable to
t he HCAs beyond the HCAs. Alternatively, we
support extendi ng the HCA el enents to al
class 3 and class 4 | ocations.

The fourth priority is with regard
to the final rule on danmage prevention. The
Pl PES Act of 2006 enphasi zed the need for
consi stent enforcenent of danage prevention
requi renents and outlined the nine el enents of
an effective damage prevention program
docunent .

In 2009, PHVBA initiated an NPRM

whi ch was 2009-192, that sought to revise the
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Pi peli ne Safety Regul ations. These revisions
I ncl uded a nunber of things, but establishing
criteria and procedures for determning the
adequacy of state pipeline excavati on danage
prevention | aw enforcenent prograns. In
addition, establishing an admnistrative
process for naking adequacy determ nati ons,
establishing the federal requirenents that
PHVBA woul d enforce in states wth i nadequate
excavati on damage prevention | aw enforcenent
prograns; and as nenbers of this Joint
Commttee are well aware, we've taken up these
I ssues here in the |ast year, and establishing
t he adjudi cation process for admnistrative
enf or cenent proceedi ngs agai nst excavators
where federal authority is exercised.

Per the PIPES Act the
establishnent of a reviewcriteria for state
excavati on damage prevention | aw enforcenent
prograns is a prerequisite for federal
enforcenent. Should PHVBA find it necessary

to conduct an enforcenent proceedi ng agai nst
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an excavator in the absence of an adequate
enforcenent programin the state where the
viol ation occurs, the criteria i s necessary.

The devel opnent of these criteria
and t he subsequent determ nation of the
adequacy of a state excavation danage
prevention | aw enforcenent program-- say that
fast three tines -- is intended to encourage
states to devel op effective excavati on danage
prevention | aw enforcenent prograns and to
protect the public ultimately fromthe risk of
pi peline ruptures caused by excavati on danage.
This also allows for federal adm nistrative
enforcenent action in states with inadequate
enf or cenent prograns.

The PIPES Act al so prohibits
exenptions and One Call Prograns pertaining to
muni ci palities and state agencies and their
contractors. State |aws containing such
exenptions are no longer eligible for state
damage prevention and One Call Program

NAPSR encour ages PHVSA to issue a final rule
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that clearly defines the expectations of an

ef fective damage prevention program and defi ne
accept abl e danage prevention rul e exenptions
such as routine farmtillage operations. And
NARUC joins in this reconmendati on.

The | ast but not least priority of
bot h NARUC and NAPSR for 2014; you can guess
this one, the maintenance of effort clause.

W had to nention this, right?

The states continue to be an
I ntegral and essential partner with PHMSA in
hel ping to maintain the nation's Pipeline
Safety Program State pipeline safety
personnel conprise nore than 80 percent of the
total state/federal work force.

The PI PES Act of 2006 i ncl udes
mai nt enance of effort |anguage under Section
60107(b) regardi ng paynents. "After notifying

and consulting with the state authority, the

secretary," this provision reads, "my
wi t hhol d any part of a paynent when the

secretary decides that the authority is not
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carrying out satisfactorily a safety program
or not acting satisfactorily as an agent. The
secretary nay pay an authority under this
section only when the authority ensures the
secretary that it wll provide the remnaining
costs of a safety program and that the total
state anount spent for a safety program
excluding grants of the U S. Governnent, wll
at | east equal the average anount spent for
gas and hazardous liquid safety prograns for
the three fiscal years prior to the fiscal
year in which the secretary nmakes the paynent,
except when the secretary waives this
requi renent. "

Prior to 2006 the PHMSA Mat chi ng
Grants Program had not grown in proportion to
the needs of the state prograns, and during
the preceding six years the federal |evel of
fundi ng decreased from 48 percent of state
expenditures to below 40 percent. Due to
prior insufficient appropriations states were

forced to pay both their 50 percent share plus
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a portion of federal share owed the states of
the grant fundi ng authorized by Congress.

The 2006 Act increased the federal
share of program expenses to 80 percent of
total outlay by the states. The requirenent
to maintain grantee spending comnmtnents at
the three previous fiscal year averages proved
problematic for nost states. This required
states to increase the total program expenses
t o unobt ai nabl e | evel s.

The Pipeline Safety Regul atory
Certainty and Job Creation Act included a
mai nt enance of effort clause that allowed the
secretary to grant a waiver if a state could
denmonstrate financial hardship. Many prograns
requested such wai vers sinply because they
couldn't substantiate the type of program
grow h required by the mai ntenance of effort
requirenents in the | aw.

We do not believe a maintenance of
effort clause is necessary. State prograns

are required to neet a mninmum | evel of
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I nspection days per years, as well as a
required staffing level; and I woul d add
training level, to remain in conpliance with
grant and aid requirenents. Meeting these
requirenents will ensure that state spending
| evel s would remain at or near the average

| evel for the previous years. The requirenent
to obtain a waiver and maintain records
denonstrating how t he suspension funding is
spent is an unnecessary burden and provi des
little or no benefit to pipeline safety.

So with that, | greatly appreciate
the opportunity to present the priorities of
bot h NARUC and NAPSR and woul d pause for any
guestions or conmment.

MR WESE: | wonder if | could
just really quickly -- and |I'm happy to
nmedi at e any questions you m ght have for
Colette. And | think it's a great opportunity
whil e we have her here to ask sone, but if
you'll allow ne just a couple of comments up

front.
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| I'i ked your words about integral
and essential partner, and | think that's
true. And I hope that we live up to that, you
know, in our dealings with the states. And
|"ve dealt with nost of the state people for
over 15 years. A lot of great friends in the
state prograns.

So but | would al so comment a
little bit about the fact -- and Colette knows
this. 1've always called Colette ny favorite
conm ssioner and | tease --

CHAI R HONORABLE: | can't believe
you said that on the record. You're going to
be in trouble now

(Laughter.)

MR WESE: | tease her about this
all the tine, and here's why: She doesn't
m nd bringing things to the table. So | think
you can hear that, right? But she's always
been there to help, you know, try to solve the
I ssue, too. So everyone brings things onto

our table. | nmean, I'mtelling you, it's |ike
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every day sonebody has sonet hing they want us
to do. But |I've always found Col ette very
hel pful in solving those things. So she's
given me as a nenber of the Gas Commttee at
NARUC really great access to talk to
regulatory utility conmm ssioners about the

I nportance of the call to action and ot her

t hi ngs.

So, you know, before it was a call
to action, Colette would bring nme into NARUC
to talk to these people and try to convince
t hem of the bal ance between rates, you know,
and safety. And there is a balance. And the
conm ssioners have a tough job to do in
achi eving that balance. So we recognize that.

But any rate, it's always been a
very good and strong partnership. | wanted to
t hank her for that.

| see that Ron is up, so Ron?

MEMBER McCLAIN:.  Ron McClain with
the Gl Commttee. You nentioned the fourth

priority of, you know, pressing forward on a
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final rule for damage prevention. And one of
the threats we see and seens to still be
grow ng are a | ot of excavations w thout a One
Call, and a surprising nunber of those are by
muni ci palities and counties who have
exenpti ons.

And so ny question is what are
state regul ators and -- because there's a
nmyriad of exenptions across different states.
Sone al nost appear nonsensical in the interest
of safety. But what are states doing to
I nprove? | nean, there are sone exenptions
that make sense, but you know, to conpletely
exenpt a category of excavators doesn't nake
a lot of sense. |I'd like to hear how do your
organi zations work to inprove on that?

CHAI R HONORABLE: Thank you, Ron.
And | nust respond to sonething Jeff said, and
sonething | should have said at the outset.
We greatly value the partnership that we enjoy
wi th DOT and PHMSA and we are conmitted to

continuing to work to strengthen it. W don't
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al ways agree on everything. | was expecting
Jeff to make a comment about the 80 percent
I ssue that sonething --

MR WESE: | let it go.

CHAIR HONORABLE: He let it go.

(Laughter.)

CHAI R HONORABLE: W' re hol di ng
hands today, | see.

(Laughter.)

CHAI R HONORABLE: But we are
commtted, and that's the nost inportant thing
we can do initially. If we both conmt to
bring our best, to bring our brightest to the
table, and we're commtted to do that going
forward. So | wanted to say that for the
record.

And to Ron's question; and I|']|
al so invite Massoud to cover anything | m ght
m ss here, the states have been very commtted
to, nunber one, increasing our state pipeline
safety codes to equal the federal codes with

regard to violations. And so | think Arkansas
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m ght have been the first state to do that,
but we're also very focused on prosecutions
and enforcenent regarding violations. | can
personally tell you in Arkansas |'ve gone to
neet with the prosecutors, |'ve gone to neet
wth the attorney general. W are sending the
nmessage to themthat we all need to be
comm tted and serious about enforcenment. Also
serious about educating the public.

| have sonme creative ideas; |
don't want to get ahead of nyself for April,
but we at NARUC encourage all of the states to
secure proclamations fromtheir respective
governors, getting the word out about Nati onal
Safe Digging Month, doing a press release. W
make it a big deal. W want press coverage.
W want to educate people.

| won't say that | know for
certain that the stats that you've referenced
are true. | would acknow edge with you that
we continue to see a troubling nunber of

I nci dents regardi ng excavations. M point is
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" mnot going to cast blanme and say who's
doing them The point is that they're still
occurring in greater nunbers than they should
and the onus is on all of us to aid in the
prevention of that.

And so we are certainly equally
concerned about it, equally commtted to
addressing it. And | want to, before you junp
back in, Ron, ask Massoud to join ne also in
responding to this issue.

MEMBER TAHAMIANI :  Thank you,
Madam Chai rman. Ron, your specific question
was about the localities and exenptions and
the fact that they don't even call before
they're out there. That is a problem It is
unique in every state in that there is
politics involved. In ny own state it wasn't
easy to bring themunder the unbrella. And
even today we can't penalize them

And after about 15 years of seeing
that the trend with respect to that group of

excavators was not inproving, we've been back
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into the law and did the best we could, which
Is to put inthe lawthat if trends for

| ocalities are not inproving, that the

Comm ssion woul d request a formal plan to
reduce damages fromthe city manager or the

hi ghest official of that locality and to bring
themto court, to our court and put them on
the stand and invite some nedia to see. And
that's working. So that's because in Virginia
by constitution we can't fine |ocal

gover nnent .

My point | guess to you and others
in terns of operators is that sonetines the
hands of the comm ssions are tied. They can't
run to the legislators and say let's fix the
| aw and renove this exenption, fix the [aw the
other way. Politics is at work.

Uilities have a | ot of data.

They know exactly who hits them and why they
hit them | think you all need to partner
wth each state, collect anple data. |If

you' ve got serious consequences that you have
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faced al ready, put those on slides and go to
your legislators. You've got strong | obbyists
In every state. You can change the |aw, and
sonetinmes a |lot faster than the conm ssions.
|'ve seen that happen.

So ny comment is that sonetines we
want to do the right thing as comm ssioners,
but we can't because we're facing the
political reality that you and | both know.

But in those cases you have to be the driver
wth the data, wth the consequences. No

| egi slator wants to see safety erode. And
again |'ve had a | ot of success in getting all
exenptions renoved in the State of Virginia.
And localities when they get the nasty letter
fromnme, they cone with their attorneys and
try to contest a letter. And M. Pevarski can
attest to that. He sits next to nme nost of
the tinme during these hearings.

So again, in summary, | know that
Col ette and ot her conmm ssioners want to do

good work to renpve these exenptions, but
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sonetines their hands are tied and you need to
help with your data to get those | aws changed.

MEMBER McCLAIN:  Thanks, and |
will say | had the privilege of attending one
of your courts, not as a violator, but as an
observer --

(Laughter.)

MEMBER MCCLAIN:  -- and | was very
I npressed. You know, | think Virginia very
much a |l eader in this area.

You know, ny question; maybe it
translates to a conmment, certainly operators
can take positions |obbying for legislative
change. | think it's helpful if we partner

with state regul ators because failing to call

811, | nean, it's not a near mss. It's a
near catastrophe. And, you know, | am going
to conpile recent history of -- because we

report every encroachnment or unauthorized
excavation on our pipelines to ny |evel every
week, and there's usually three or four across

our oil pipeline systemthat we analyze. And
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often one or two of those are sonmeone who
ei ther has an exenption or thinks they have an
exenption.

So |l think it's still a very large
problem And the inconsistency one state to
another, it would be good if naybe there was
a nodel to gain -- maybe get past the
politics. And certainly | recognize there are
strong | obbies on the other side who don't
want the cost of doing that. But it's still
comon sense to call 811 regardl ess of who you
are if you're going to excavate.

CHAI R HONORABLE: | agree, Ron.
And let ne say, too, | would wel cone the
opportunity to visit with you nore about this
I ssue, NARUC, NAPSR and you and your team
think that would be wonderful. And it's
certainly worth the effort if at the end of
the day -- simlarly wwth the states we have
been very proud that | think 13 to 15
additi onal states have inplenented either

repl acenent prograns or accel erated prograns.
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If we can a year from now cone back to this
table and see a decline in those incidents, it
woul d be well worth the effort. So | wel cone
the opportunity to work with you on it.

MEMBER McCLAIN:  Thank you and |
amglad it's a priority for the group.

MR WESE: | mght just add a

couple of things really quickly on that and

maybe we'll nove on. And by the way, |'ve
| ooked at the agenda. | think it's too harsh.
We' || maybe have one nore presentation and

then go to break instead of waiting.

The board nenbers of Common G ound
Al'l i ance, you know, raise your hands.

You know, | think you can see --
wel I, and Massoud, | nean, he's been --

MEMBER TAHAMIANI : | used to be.
They fired ne --

(Laughter.)

MR, WESE: But he still cones,
you know? So | would tell you that it's a

passion of a |lot of people at this table. So
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we could go on on this one all norning.

| just wanted to add the coment;
and Ron knows this to be true, at PHVBA we
have taken a very strong stance and we don't
beli eve that anyone is exenpt. There may be
sone activities that are exenpt, and | sort of
-- not begrudgi ngly, but have cone around to
Massoud's point of view that when you can
prove it with data, you know, okay, you know,
we can talk about it. But we'd like to live
really against that principle that no one is
exenpt. You know, only certain activities.
And | know in Ron's case |'ve heard about a
| ot of these incidents, and clearly the
activities these people are conducting are
wel | beyond surface tilling, you know, and
agriculture.

So | think we've got a |lot of work
to do on that and |I'mvery hopeful we'll nove
the final rule on excavation danage
enf orcenent soneday soon. And that is really

the final straw. You know, we have taken a
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very decided course in getting to where we are
to build strong state prograns. That is the
goal. And Colette and Massoud and many of the
people at this table have been great partners
I n that exercise.

So with that, with your perm ssion
I would like to take just a nonent to pause
and recogni ze that Deputy Butters is in the
house. And he snuck in when | didn't see him
| just noticed that he had conme up. And Tim
Butters, as you know, fornmer nmenber of this
Commttee. So | ook out.

(Laughter.)

MR, WESE: You know, we recruit
fromthose we know. So Tinls been the deputy
here and he's done a |lot of great work for us
in the area of energency response, including
stuff that's going on right now W're not
covering it today, but at the next neeting
we'll try to get caught up on what we're
doi ng.

But, Tim 1'd turn to you if
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there's anything you want to add.

MR, BUTTERS: Thanks, Jeff and
Colette. Good to see you

Appreci ate the opportunity to
spend sone tine this norning with you. [|'m
really here to listen, but |I know that Cynthia
covered fromthe adm nistrator's perspective
sone of our inportant issues. But just to
reinforce the critical both Commttees play
with our Agency, this is where we truly hear
your advice on how we need to nove and sone of
the issues that you're facing out there. You
know, we're all in this ganme together to
prevent incidents fromoccurring as well as
m ni m zing the consequences of those and the
role that all of us play in all of that.

So again, you know, as you nove
forward we're going to continue to need your
gui dance. You know, as we see this
unconventi onal energy continue to ranp up,
it's going to, you know, voice new chal |l enges

with all of us, so staying ahead of that gane
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is really going to be inportant. So agai n,
appreciate the opportunity to be here and | ook
forward to tal king to each of you, you know,
this norning. So thanks.

CHAI R HONORABLE: Thank you.

Great to see you, Tim

We' Il continue now on our agenda
with a briefing on public pipeline safety
priorities by Carl Weiner. And he has a
beauti ful Power Poi nt.

MEMBER WEI MER:  Good nor ni ng.

CHAI R HONORABLE: Good nor ni ng.

MEMBER VEI MER:  Yes, |'ll warn
you, when | got on the airplane yesterday
there were six slides and by the tine |I got
off five hours later it had grown to 25.

(Laughter.)

MEMBER VWEI MER: | thank the group
for the presentation, for the invitation. |[|'m
here to provide a public perspective, but |
certainly can't speak for the whol e public.

You know, | NGAA and AOPL and AGA have t he
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benefit of getting a group together and kind

of comng to a consensus of what their

priorities are. | can't really speak for 200
mllion Anmericans, so |'mnot even going to
try. So to sone degree |'lIl tell you what

we' ve been hearing fromthe public and I']
tell you what the priorities for the Pipeline
Safety Trust are, but | certainly can't speak
for the whole public.

Now, let's see if | can work the
-- no, | can't. You have to point it. There
we go.

| just want to start kind of where
we're at. One of the things that | think
everybody agrees with is that the netric that
we're looking at is zero incidents. Al the
I ndustry groups have adopted that. W' ve
certainly adopted that. So this kind of shows
where we're at for zero. And as you | ook at
it, you can see that the nunber of incidents,
irregardl ess of which type of pipeline you're

| ooking at, are really pretty low. And this
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Is one of the things that we try to explain to
the public over and over again, that the
chance of anything failing is really pretty
low. You can see that we still have sonme work
to do wth all the sectors to get to zero.

Here's one of the reasons | can't
speak for all the public because the public
has a variety of different opinions and the
Trust probably disagrees wwth the public as
often as we disagree with the industry,
dependi ng on the issue. But certainly the
public attention has been nuch nore focused on
pi pelines, sonetines not really for pipeline
safety reasons, for other kind of things
associ ated with pipelines over the past few
years starting with a nunber of incidents and
then a nunber of other kind of corollary
I ssues that pipelines relate to.

It's alittle hard for us to set
our priorities of where we should go for these
because there's a nunber of rules and reports

that PHVBA' s working on that have cone out of
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t he NTSB, Congressional mandates, Advanced
Noti ce of Proposed Rul enakings that have been
put out there. So one of our highest
priorities is just to get those reports and
rules out on the table. You know, the
Hazar dous Liquid Rule has been sitting
sonmewhere for nore than three years now. So
it's hard to tell whether we need to go
t hrough re-authorization to Congress to tal k
about that stuff or whether it's going to be
reflected in those rules when they cone back
out of the black hole they've di sappeared
into. Sane with the natural gas to sone
degr ee.

But you can see kind of our
| aundry |ist of highest priorities that
sonmewhere are wthin PHVSA at this point.
Gathering lines. | |love going after NARUC and
NAPSR when their priorities line up really
closely wwth your priorities. And everything
| heard Ms. Honorable say we agree wth.

We're certainly noving towards
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congressional re-authorization again, so we
have a nunber of priorities that we're
t hi nki ng about in those terns. W haven't
defined these all well. Qur highest one is
gas gathering lines, which is the sane as
NAPSR and NARUC. And |I"'mgoing to talk a
little bit about sone of these nore with sone
additional slides. W're also |ooking at the
I dea of mandatory fines. W don't know
exactly what that neans yet, but if you | ook
at the nunber of significant incidents going
on that are from causes that are within
operator's control, the nunber of fines is
| ess than the nunber of significant incidents.
And we don't quite understand how you can have
a significant incident and not have broken the
rules and get a fine.

Lots of issues around routing.
I"'mgoing to talk about that a little bit
later in another slide. And that's whether
those Certificates of Public Conveni ence and

Necessity are really public conveni ence and
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necessity or corporate conveni ence and
necessity.

Participant funding. This is one
of the things |I've |l earned fromthe Canadi ans
over the last fewyears. | think it was in
2002 re-authorization PHMSA stepped forward
with a Technical Assistance G ant Programto
communi ties, which is a wonderful programthat
|l ets communities help fund sone of their
interests. One of the things that that was
aimed at is letting communities and the public
be participants in rule devel opnent, new
pi peline issues, standard devel opnent and
those types of things. And the TAG grant
program has never been able to do that very
wel | because the timng never |ines up.

The Canadi ans have a parti ci pant
fundi ng nechanism Wen they're noving
forward on new rul es or new pipelines, they
directly open up fundi ng sources to help
peopl e participate in that. And | think

that's one of the things we'd like to --
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ei ther | ook at tweaking the TAG grant program
so it can help do that or setting up a
separate program And also; and |I'mgoing to
talk about this a little bit nore, to nore
transparency and invol vement in spill

pl anni ng.

So regul atory agenda. |'m goi ng
to just go through this real quick. CQur
priority is on prevention, so we're really
prioritizing those things in the regul atory
agenda that get us to zero. W've already
heard a tal k about expandi ng and i nproving
Integrity managenent. That's one of the high
things on our list. Expanding where integrity
managenent covers, getting better tools,
better response, better pigability on
pi pelines, the whole IVP, better records.
That's been a huge issue. And then as we're
going to tal k about tonorrow, just better
systens. Construction inprovenents, danmage
prevention. |'ve got sone other slides on

nost all of these things. And certainly
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informati on transparency and dissem nation is
one of our highest things.

Construction inprovenents. One of
the things we're trying to really wap our
head around because we get the public calling
us all the tinme with concerns about
construction and we don't really understand
both how the industry is dealing with new
construction and how PHVSA and the states
I nspect new construction. Because people send
us vi deot apes, pictures all the tine of
pipeline with all kinds of problens on it and
it's very difficult for us to know whet her
those are really problens or whether the
conpanies are really just doing the right
thing by going in and renoving these pipelines
and correcting those probl ens. And | know it
was a priority of PHVSA a nunber of years ago
to get nore inspections going in the field
during new construction, and that's one of the
things we're trying to wap our heads around.

Damage prevention. Certainly the
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Common Ground Alliance, one of the reasons you
see the nunber of incidents decreasing,
especially in distribution pipelines is
because of all the great work the Conmon
Ground Alliance has done. So we certainly
have that as a high priority. W'd also |ike
to see nore enphasis on danage prevention when
It cones to water crossings and unstable
areas. There's still a lot of damage
happeni ng on unstabl e sl opes and wat er
crossings. And sone of that is really things
that are within the operator's control
Gathering lines is our nunber one
priority, just as it sounds like it is
NAPSR s, too. And | think this pretty much
lines right up with what you just heard from
Colette. W really want the definition of
gathering lines clarified. W want on-shore
gathering lines treated the sane as
transm ssion pipelines. And we want the
I ncidents reported in beyond NPMS.

And you ask why that may be
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inportant. Let ne just show you. This is a
small county in the mddle of Pennsyl vani a.
This was Oct ober 2008. COctober 2009. These
are gas wells. COctober 2010. Cctober 2011.
Cctober 2012. That's the nunber of walls that
have gone in or been at |east permtted in
this small county in Pennsylvania over a four-
year period. Al of these wells have to be
tied together with pipelines and nost all of
the pipelines that tie these wells together
are conpletely and totally unregul at ed.

Sone of the pipelines are 24 to 30
I nches in dianeter and operate at the sane
pressure as these transm ssion pipelines. And
sooner or |ater sone of these pipelines are
going to fail and the industry as a whol e,
whet her you're an oil pipeline or a gas
transm ssion pipeline, are going to get
painted wwth that sane failure. So we really
need to nove forward wth sone regul ati ons on
t hese t hings.

Pipeline routing reform The
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nunber one thing we get calls fromthe public
are routing i ssues when new pipelines are
comng in or pipelines are getting expanded.
That's a fairly recent picture of a backhoe
wor ki ng next to a house in Mchigan. You can
see how close that pipeline is going in next
to this gentleman's living room

So there's a whole bunch of reform
I ssues we think need to happen. There needs
to be a clear permtting systemfor new liquid
and intrastate gas pipelines. At this point
it's a patchwork. There isn't a systemlike
there is wth FERC for interstate gas. So no
one really knows howit wll work and
oftentines it falls on |ocal governnents that
aren't very aware of this and by the tine they
figure it out, usually it's too |ate.

We need better requirenents and
I ncentives to avoid popul ated areas. W need
regul ation on | and agents. Lots of conpanies
contract out their land agent things and we

hear conplaints that are across the board
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simlar fromone part of the country to
another. So there's a problemthere.

We think there needs to be
established m ninmum | and owner's rights when
It comes to em nent domamin. Sone states
al ready include, you know, the inclusion of
| egal fees for a contract review. \Wen these
people call us, we say you need to get a
| awyer and nmake sure you understand what's
going on. It would be good if conpanies are
payi ng for that.

There needs to be a redefinition
not only with FERC, but all of these processes
about what really is a necessity, because
oftentinmes we're permtting nultiple pipelines
nmovi ng materials through the sane areas
I nstead of people sharing those pipelines.
Just because you have custoners, doesn't nean
it's a public necessity and there needs to be
a real state disclosure especially on
transm ssi on pipelines.

Secondary regul atory agenda issues
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for us deal with response, and we've tal ked
about sone of these for years. Autonated

val ves, |eak detection. Lots of novenent

right now on community training and response

I ssues. And one of the issues that seens to
be growing in the public, especially from sone
of the environnental groups is trying to
quantify the nunber of |eaks and what that
means for climte change com ng from gas

pi pel i nes.

And then there's also regulatory
agenda issues for us that relate nore to the
regulators than to the conpanies. W
certainly support both the federal and the
state regul ators getting the resources they
need to do their jobs. And | think that's a
probl em we see all across the state.

|'ve already tal ked about non-
discretionary fines a little bit.

Measurable netrics not only for
conpani es, but also for regul ator perfornance.

Countering regul atory capture.
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This is one of the things | get hit up from

the public all the tinme. And regul atory
capture is the thought that the public has
that the regulators and the industry are too
cozy. And |I've heard Jeff talk about this.
The only way you can really nmake progress is
for the regulators and the industry to work
toget her, but sonetines people that aren't as
I nvol ved as we are view that as cozi ness.

| nmean | even after our | ast
Technical Commttee neeting had public calling
up and sayi ng what were they thinking? |Is
PHVBA tone deaf? Because who did they have
comng to us and tal king to us about energy
futures? British Petroleum That didn't set
well wth public that's not paying nuch
attention. Wo did they have com ng and
tal king to us about spill response planning?
Enbri dge, who had just dunped a mllion
gallons into a river in Mchigan. That seens
to be a probl em

When peopl e saw t he agenda com ng
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up tonorrow they saw that PG&E is here talking
to us about safety culture. That just seens
to be a problemfromthe public standpoint
that's just seeing the conpanies' nanes
associ ated with incidents and then see who's
on the agenda tal king to the Techni cal
Commttee. So that's one of those things
where we're caught between a rock and a hard
pl ace often with the public because we
under stand why those people are tal king, but
just from an outside public standpoint it
sonetinmes is a problem

G eater transparency from
regulators. |I'mgoing to tal k about that a
little bit nore and just the tineliness of the
rules. Wiy is it the rul es disappear for
three or four years before they pop out
somewhere el se?

Just froma Pipeline Safety Trust
standpoi nt there's a whole bunch of things
we're going to be doing. Qur conference,

we're expanding this year. W've actually
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nove to a different hotel, but it's still in
New Ol eans because we've outgrown the other
one. So we're going to be at the Royal
Sonesta this year. |f people haven't attended
our conference and want to know why it's
inportant, | think it's inportant because it's
one of the few conferences anywhere where
regul ators, public and the industry get
together and really talk to each other. And
we see the benefits of this all the tine.

Just in the past week |'ve seen
peopl e from Pennsyl vania talking with industry
in M chigan about prograns on danage
prevention. |'ve seen industry folks in Texas
talking with people in other parts of the
country that they've net at the conference and
have devel oped a relationship to. Also as you
can see fromthe picture there on the left,
it's a real denonstration to the public of how
the industry sugarcoats all of their nessages.

(Laughter.)

MEMBER WEI MER: We're al so novi ng
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forward. Qur |andowner's guide that we put
together, "A Landowner's CGuide to Pipeline

Safety," has been very popular and we're
updating that and doing a reprint of that.

And we're actually doing a new guide this year
for | ocal governnent for pipelines to help

i nform | ocal governnent about what really do
they have the rights and responsibilities as
far as pipelines go.

We're inplenenting nore
scorecards. | think for a nunber of years now
we' ve been doing a scorecard on transparency
of state regulators, and it's been fairly
popul ar. A nunber of states have really kind
of stepped up once we started doing this and
making a lot nore information avail abl e.

Washi ngt on and Arkansas seemto be dueling for
top position on this and it's kind of traded
and Arkansas nmay have just at |east tied or

t aken over because just this week they call ed

and they've put a whol e bunch of new stuff on

their Wb site that's pretty exciting. And we
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didn't show the bottomof the |[ist. PHVSA s

right up there at the top, too, if you put
themin the mx. But this has been one way to
talk wth the state regul ators about stuff
that the public is interested in and get that
out .

One of the things we're going to
do this year is start doing sone score cards.
It's the whole netrics thing on pipeline
operators. W want to do both a transparency
thing on what pipeline operators provide on
their Wb sites; we haven't got into that yet,
and al so just a safety thing. And we've
al ready devel oped sone of these conparing
| NGAA conpani es and AOPL conpani es just for
the nunber of incidents per mle, those types
of 1ssues.

One of the things we want to do
this year, too, because we get calls, probably
two or three a week, | ooking for expertise in
pi peline safety mainly fromlocal governnents

and sonetines citizens groups looking to hire
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soneone to explain sonething to them So at
sone point this year we're hoping to do a
broad RFQ | ooking for pipeline expertise,
things |ike netallurgists, pipeline engineers,
hydr ol ogi sts that we can provide those nanes
to the coomunities that call us, because we
have a fairly small list right now of kind of
I ndependent experts that are wlling to work
for community groups and | ocal governnent.

There's a nunber of things that
we're involved wwth that we're going to
continue to do, too. W're on alnost way too
many PHMSA groups right now The Data Quality
G oups, Public Awareness Work G oup, this
Conmittee, the PIPA Group, which has kind of
gone underground again for the tine being, and
then we've al so been appointed to the
Governor's Citizens Commttee on Pipeline
Safety in Washington State.

We continue to respond to the
public and | ocal governnent requests for

assi stance. W' ve been trying to categorize
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that. And |I've been just tracking ny tine,

and since the 1st of January |'ve spent over
60 hours just talking with |ocal governnent
and public that calls. And the nedia.

guess |'d throwthe nedia in there, too. The
medi a sonetinmes is nore than the others. So
a significant anmount of our tinme is trying to
provi de, you know, accurate information to

t hose groups.

And then one of our things that
our Board has been working on, their strategic
plan, and they really are trying to increase
our organi zational capacity, because we're
overwhel ned wth the requests for information.
So you'll see us ranping up all that soci al
marketing. They're going to nake ne learn to
tweet or sonething this year, | guess.

| ncrease outreach to affected
communi ties. Wen you see significant
Incidents in comunities these days, the Board
really wants us to start reaching out to them

i nstead of waiting for themto reach out to
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us. We want to expand the Trust endowrent.
You know, we were started with a $4 mllion
endowrent froma crimnal settlenent of a
pi peline case. W're investigating ways to
expand that endowrent. W' ve been talking
with -- the Gty of San Bruno is really
interested in expandi ng our endowrent if we
can create a pipeline-safety-trust-type
organi zation in California. W' ve been
talking to PGE about that, too. And then
there are efforts going on in the Geat Lakes
states around that al so.

We're | ooking at investigating
organi zati onal menbership. W're not a
nmenber shi p organi zation at this point. Oten
peopl e show up and say, well, your nenbers,
what are they thinking? Wll, we don't have
any nmenbers. But that may be a way for us to
expand our capacity.

And then we're looking -- it kind
of goes hand in hand with that RFQ That |

tal ked about, devel opi ng sonme advi sory
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commttees. We want to have a Legal advisory
Commttee of the | awers around the country
t hat have | ooked at pipeline issues, pipeline
engi neering expertise, that would work with us
on issues, those types of advisory conmttees
that can hel p guide us and nake sure we're
usi ng accurate information.

And that was all | had. dad to
take any questions. And |'d encourage the
ot her public nenbers to chine in al so, because
t hey may have sone other public viewoints on
this. Thank you.

CHAI R HONORABLE: Thank you, Carl.
I'"'mglad you included the rankings. W're
very conpetitive in Arkansas.

(Laughter.)

CHAI R HONORABLE: And we nean to
t ake down Washi ngton State.

(Laughter.)

CHAI R HONORABLE: So you know t hat
Phil Jones was president of NARUC i nmedi ately

prior to ny taking the position. And so it's
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really been a point of contention and it's
really strained our very good friendship.

So with that, in all seriousness,
we appreciate you giving us constructive
f eedback about how we can inprove the
i nformation that we provide to the public and
ensuring that we do that in the very best way.
So thank you and your coll eagues.

Todd?

MEVMBER DENTON: Well first of all,
Carl, | appreciate --

CHAI R HONORABLE: |'m sorry.
| ntroduce yourself.

MEMBER DENTON:  Oh, Todd Dent on,
Li quids Industry Conm ttee.

First of all, Carl, | appreciate
your role. | appreciate your organi zation.
I think it's served a good purpose of getting
that awareness out in the public. And, you
know, just |ast week | spoke with a new group
of engineers in our conpany, and | always use

t he Bel |l i ngham exanpl e as why we do what we
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do.

Having said that, | have to object
alittle bit to the hyperbole. You know, sone
of the pictures I'mnot sure, you know, where
they're from So for exanple, the pipe, you
know, nore than |ikely that was cut out,
rejected on construction site. The backhoe
outside the living roomw ndow. You know, as
we | ay new pipe, we have no incentive to be in
soneone's back yard. W' re |ooking for nore
appropriate routes. You know, | don't know if
that was maybe a repair. W have nore issues
w t h nei ghborhoods and commercial, you know,
stores being built on or near pipelines than
we do with building pipelines near those
pl aces.

And t hen one question for you.
You had nentioned the spill planning
transparency and invol venent. Can you
el aborate nore on that?

MEMBER WEI MER:  Sure. And nost of

those pictures -- actually | think the picture
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at | east of the backhoe outside the

gentl eman's wi ndow was a new pi pel i ne
installation, although |I think there was
constraints on where the right-of-way already
exi st ed.

Froma spill response planning and
transparency, our issue; and we've talked to
Congress about this; we've tal ked to PHVSA
about this, is nore transparency in those
spill plans being available to the public; and
| understand that PHVSA is in the works of
putting those up online so they will be nore
avail abl e, and nore input fromthe public when
those are being approved. Washington State is
one of those things that do this. W'd be
glad to conpete wth Arkansas on this issue
about spill planning.

When there's a new facility
pl anned and up for approval, it's opened up to
the public for a comment period, and they're
made very public. At |east the Departnent of

Ecol ogy out there tells us that has created
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and brought in new ideas that they hadn't

t hought about, that the industry hasn't

t hought about that hel ps strengthen sone of
those spill plannings. There's no such public
review at the federal |evel.

It's interesting, when you get the
spill response plans fromthose states |ike
Washi ngton State and you conpare it to what
you can get from PHVSA at this point, the
anount of redaction in there. It may end up
being a legal it about the redaction that
PHVSA' s doing on their spill response plans.
You can | ook at this whole page and then you
| ook at the PHVBA one and it's all black ink.
We don't quite understand that and we're
trying to understand why sone states wll give
you everything and then PHVBA redacts so much
of it. So that's sone of the transparency
Issues. But it's mainly the public
I nvol venent part of it that's |acking at the
federal |evel.

CHAI R HONORABLE: Chuck and then
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Jef f.

MEMBER LESNI AK: | can tal k | oud.
You all can probably hear ne. | just wanted
to say thanks to Carl.

OCh, Chuck Lesniak representing the
public on the Liquids Committee.

| just wanted to say thanks to
Carl and just ditto to nuch of what he said,
but | did want to add a couple of things from
nmy perspective as a representative of the
public. Pipelines are not necessarily ny
background over the |ast 20 years. |'ve done
a lot of environnental work, a |ot of
envi ronnmental regulatory work. And when | got
i nvol ved in pipelines, especially national
pi pelines, | was pretty surprised at the
mnimal |evel of permtting and review and
approval of key docunents. And | think
that's an issue that needs to addressed.

Wiile in a | ot of ways very, very
safe facilities, they have the potential for

very, very high consequences. And, you know,
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I"mkind of a believer in the Ronald Reagan
theory of trust, but verify. And | think that
there ought to be nore review and approval by
the Agency itself prior to newinstallations
and start-up and nmj or changes in operation.
And I'd like to see that going forward. 1'd
li ke to see NEPA brought into the process
nmore. | think that is an area that's been
over |l ooked and NEPA ought to be part of nore
pi peline siting and pipeline operational
changes.

l'"d like to see a PIPA process for
siting new pipelines. W punted on that issue
on the Pipeline Commttee. | think it was
actually in a lot of ways nore critical than
what we did do. And I think that to be honest
the industry stonewall ed us on that and |
think that ought to be addressed goi ng
forward.

And the last thing is just on the
tinmeliness of the rules. | want to add

sonething to that. This is for nme personally
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and |'ve raised this issue before with the
Commttee. As a nenber of the public and
different than probably 90 percent of the
people here in the room this is not what | do
everyday, and even different fromsay Carl and
Rick. 1've got another job and a whol e ot her
life.

Wen | get the agenda and find out
what we're going to |look at five days before
we neet, it's just not workable. And I think
that | know the Agency is reluctant to say
until they're certain what we're going to
cover and tell us what we're going to cover,
but ny bet is that nost of the industry folks
here have a pretty good idea of what we're
going to cover nonths in advance. | may be
wrong about that, but maybe -- | see sone
heads shaki ng.

(Laughter.)

MEMBER LESNI AK:  And so but if we
could get a list of 30 days out, 45 days out

tentatively this is what we intend to cover
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It's not a commtnent on the part of the
Agency. But so that rules that have been out
there for public comment, they've been
published, | could start doing ny research,
having ny staff do sonme background research

for me so that | can make better i nforned

deci sions. Because as it sits today, |I'myvery
concerned that |I'll have to abstain froma I ot
of votes just because | won't feel like |I've

got the background to make an know edgeabl e
vote, and |'d rather abstain than nmake an
uninfornmed vote. And so | think that' that's
inportant and | think goes to the tineliness
of the rules.

And with that, 1'll stop. Thanks.

CHAI R HONORABLE:  Thanks, Chuck.
W'l | take those comrents in the spirit of
bei ng sonewhat responsive to sone of Carl's
poi nts about the public perspective versus an
errant rant about | ate agenda reception.

(Laughter.)

CHAI R HONORABLE: So with that, |
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think it would be appropriate to turn it over
to Jeff and he can respond both to Carl and To
Chuck' s points.

MR. WESE: Thanks so nuch
Actually | synpathize, and it's a fair point.
So we wll endeavor to be better about getting
materials out to you. | will tell you, Chuck
that honestly this neeting we had one vote, so
we really work on the stuff to get to you
where there's a vote in here. The rest of
them are intended to be informational
briefings that kind of help round out your
view of everything's that's going on. So,
but, you know, fair comment, you know?

And we've also tried to -- | think
W th your perm ssion, by the way; except for
M chel e, | think, since she's new, | think we
agreed last tine totry to go electronic, you
know, and send you things electronically.
You'll have to give us sone feedback on how
that's working. But any rate, again, | think

that's a fair point.
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So I would want to, if | can,
commend Carl for a nunmber of reasons. You
know, |'ve known Carl for a long tinme and Car
can -- and | think that that's anpbngst the

best of us. He can disagree with you and

still not dislike you, right? It's okay. |
mean, Carl and | can still go out together,
you know, and enjoy -- Carl's one of those

peopl e who al ways has ideas for ne to work on,
you know?

(Laughter.)

MR WESE: And | appreciate that.
And | think we've had a good rel ationshi p.

| also want to commend hi m for
taki ng on excavati on damage prevention. Carl
knows |'ve been nagging himfor years about if
you really care about public safety, you have
to care about excavati on damage prevention.
There are nore people injured or killed as a
result of excavation damage, probably, than
just about anything else. A lot of those

peopl e are people who work on the right-of-
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way, but they're just as inportant as anybody
el se and they're nenbers of the public. So we
have to stick for those people. | know you
know I'"'ma little passionate about that. [|'l]
al ways push that angl e.

But | also want to take that as a
platformto say on PIPA -- you know, | know
that several of you including Chuck conmented
on this whol e busi ness of new pipelines.
Frankly, | was there when we started PIPA, as
you'll recall, Carl, but we couldn't get it
goi ng, you know, when it was too big. W
pared it back. But | recall -- and Carl can
help me out here, | recall that we agreed to
nove on to new pipelines.

So, you know, Carl gets calls all
the time and a | ot of you get calls. W get
calls all the time, you know, and they're not
Issues that we're really involved in. It is
a siting issue. So PIPA was intended to be
hel pful to communities. | think it can be,

particularly if they use it. |I'mwth you.
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I think we need to nove on to new pipelines.

And we're seeing things and we're
seeing |l egal nenbs sent to communities with
whi ch we di sagree. People are claimng that
comunities are preenpted by our authorities.
You know, | don't agree to that. W're
witing back to these comunities.

We built the CATS program as you
know, for years and we have been sendi ng CATS
out for years to talk to communities. And
that's our job really with the CATS talking to
comunities. So | would encourage people as
they run into these issues to talk to us.

Last thing I would say on that
whol e front, and it's just a caution to Carl,
It's ny experience too that when you go out
for experts, you have to nmake sure you find
peopl e who are neutral, you know, because
there are lots of experts out there with a
slanted point of view and it's not hel pful.
| nmean, basically everybody discredits the

work they do. If they're seen as fair and
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bal anced and neutral, you can get ahead and
you can nove on that.

Let ne close out ny rant by
tal ki ng about April is National Safe D gging
Mont h, as that was brought up by several of
our nmenbers here. W're going to be doing all
ki nds of things and | commend everyone in the
roomand the nmenbers to dial it upin April.
This is an opportunity to get people's
attention to sonething that's really
critically inportant and I think we can do
that. So with that, I'lIl stop ny rant.

CHAI R HONORABLE: Thank you. |I'm
not sure who was next. Jeff? Let's say Jeff,
M chel e and then Ron.

MEMBER WRI GHT: Jeff Wight, Gas
Commttee. | guess | wanted to coment on
just a couple things. I'mcomng fromthe
natural gas pipeline perspective as the
regulator that's in charge of siting new pipes
and additions to the pipeline inventory as it

were. You know, public conveni ence and
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necessity, interesting term W've had to
deal wth it for 76 years now. The problemis
we define it as our actions. |It's defined in
our actions. To change that, to get a
definition you' re tal king statutory | anguage,
so we need an act of Congress. So, you know,
that's kind of the way to pursue that.

That aside, what | want to talk
about also is FERC has a very -- well, we
don't have a safety mandate. W have a very
open and transparent process. And as Jeff
said, we bring in the CATS Team W send them
updat es every nonth about what's going on at
FERC. And we encourage them where they can
They send people to the scoping neetings, to
all the comunity neetings we have so they can
answer those safety questions that | know are
in the forefront of everyone's m nd.

That said, and this kind of goes
to Chuck's question, everything we do is a
federal action. It requires NEPA work. That

is the bread and butter of what FERC does for
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siting. So there is always a NEPA docunent
when there is a pipeline facility that is
going to be or proposed to be constructed.

| would say this, that |'ve never
seen a pipeline as proposed go out of ny
Comm ssion as proposed. There wll always be
changes because of that process where we do
nove pi pe, we nove conpressor stations, we do
what we can to assuage all the stakehol ders
that are involved. | nean, it runs the ganut
as you know froma | andowner all the way to
t he pipeline conpany and everybody in between.

And it's been noted here the
incredible run-up in gas supply that we have
because of the shale that's creating an
i ncredi bl e demand for nore pipe, which is not
so nmuch the conpanies want the pipe, it's the
people as we turn nore of our electric
generation needs, especially in New Engl and
are becom ng nuch nore dependent upon natural
gas. We're seeing demands by the popul ation

for nore gas. So, you know, we're answering
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not only |andowners in the way. W're
answering the individuals who need nore gas
service, who need nore electric service.

SoI'll end. | don't know if it
was a rant, but just kind of an informative
ki nd of just statenent about what FERC s been
doi ng.

CHAI R HONORABLE: Thank you, Jeff.
That was very informative.

M chel e?

MEMBER JOY: M chele Joy on the
hazardous liquid side. | also wanted to thank
Carl for bringing forward the public view |
al ways find that he's very bal anced and
engagi ng and very hel pful to bringing these
things forward in a public discussion rather
than through the nedia or sonme other forum
which really nakes it very hel pful.

| wanted to address one of the
I ssues that's conme up that |'d actually Iike
to enlist perhaps NAPSR or certainly the

states. In the part of the world where we
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have our pipelines; and | work for Shell, we
are running into big problens with water
crossings and sone of the issues you've
identified. And one of the things we're
finding; perhaps it's climte change, perhaps
it's weather or sonething el se, but many of
the jurisdictions and the states are nodifying
how t hey' re nmanaging water. And they're
pushi ng things into waterways that are now
causi ng erosi on.

So we're going out and, you know,
| ooking at our lines. And where we're finding
there's issues, we imediately apply for
permts in order to rebury themor in many
cases to basically replace the crossing.
Those permts take a long tine. W just
recently applied for one and we're told it
w il take over a year. So, you know, we're
havi ng to address those issues.

So both in the areas of water
managenent, really trying to antici pate not

just getting things into a waterway, but what
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does that do around erosion? And it affects
the communities as well. And then once we
need to do sone work on our assets, hel ping us
to get those permts faster so that we can
keep the service up, not have to de-rate our

pi pes, not have to take other neasures and
really try to fix it properly. So that's all.
Thank you.

CHAI R HONORABLE: Thank you. |
think I would speak on behalf of the states
and say we | ook forward to hearing nore about
that issue. Massoud may know nore about that
than |, but | certainly would be very
interested to hear nore about it, in
particular if there are issues raised by
econom c regul ators, but also to be a
facilitator for interaction wth even air and
envi ronnmental regul ators and other state
actors.

Massoud?

MEMBER TAHAMTANI :  Madam Chai r man,

to your point, we are very engaged in Virginia
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hel pi ng Col oni al and ot hers when they have

I ssues wth permtting wwth the | ocal
governnment for relocation and any ot her

I ssues. W engage. W call the locality,
talk to them about pipeline safety and often
we don't allow the CATS to cone into Virginia.
Not hi ng agai nst Jeff. But we believe that
this stuff can be done at the local |evel.
They understand us, we understand them and

t hi ngs happen pretty quickly.

MEMBER JOY: Thank you, Massoud.
| found Virginia is often very, very proactive
and | think if we could get that in every
state it would be very, very helpful. So
thank you. And it sounds |ike Arkansas is
there as well.

CHAI R HONORABLE: Wwell, if not,
we'll be clipping very quickly behind
Massoud' s heel s.

(Laughter.)

CHAI R HONORABLE: As usual he's at

the top of the stack
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Ron?

MEMBER McCLAIN:  Ron M ai n,

Li quids Commttee, and I'll be brief. |
certainly agree wwth all of the positive
things said about Carl and the Pipeline Safety
Trust, so | won't repeat all of that, but --

MEMBER WEI MER.  Ch, go ahead.

(Laughter.)

MEMBER McCLAIN:  Ckay. | did want
to comment on nmaybe a perception that
permtting is lax or easy for pipelines. |
nmean, it's really the biggest regulatory
uncertainty people face when trying to do new
projects. And often operators spend tens of
mllions of dollars trying to gain permts
with uncertainty through the whol e process.
And really, that's in an effort to build
hundreds of mllions, if not billions of
dollars of infrastructure that benefit |ots of
people. Jobs. | nean, all sorts of benefits
fromit.

So, you know, | think operators
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woul d agree there needs to be sone change
there, but certainly not to nmake it | onger,
because often by the tinme you get permts the
need has passed, and that's not really good
for anyone. So it is an extrenely rigorous
difficult process. |It's very, very expensive
with everything throwmn at you that can be.
And a | ot of people who are raising those

I ssues aren't so nuch concerned about

pi pelines as just the use of carbon fuels,
which | don't necessarily think that's fair,
but it's the way it works.

So it's just a comment that
permtting is extrenely difficult for pipeline
constructions. It's not a slamdunk in any
sense. And so if there are ways we could
address safety better and al so be nore
expedient, | think you' d find a | ot of
wel com ng fromthe pipeline group.

CHAI R HONORABLE: And | think
we'll conclude with Carl.

MEMBER VEI MER:  Yes, | just wanted
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to comment on the permtting routing issues,
because | agree with what's been said. The
FERC process is very well defined and people
ki nd of understand that and they have their
gui des. So when you get your notice that
there's a newinterstate gas |ine com ng

t hrough, you at least can learn fairly early
on what the process is.

When it cones to liquid pipelines
and intrastate pipelines, that process is nuch
cloudier. And what we've seen; and Jeff
alluded to it alittle bit, is even conpanies
are making it nore confusing when they're
telling |l ocal governnments that they don't have
authority where clearly | ocal governnents do.

So a lot of our point is that we
really need to clarify the process so it's
really clear to everybody. And hopefully that
woul d speed the process al ong, too, because we
certainly understand the regul atory issues
that conpanies face trying to get sonething

through. | nean, we've seen that just this
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past week with Keystone with now all of a
sudden Nebraska changi ng their m nds about
whet her there's a route or not. So |ots of
I ssues. So thank you.

CHAI R HONORABLE: Thank you. And
as usual, we are paying great attention to
Carl's presentations. And thank you for the
effort that you took to prepare it, Carl.
Thank you nost of all for the work that you
do.

And | think wwth that, we'll be on
break until 11:00.

(Wher eupon, at 10:42 a.m the
above-entitled matter went off the record and
resuned at 11:04 a.m)

MR. WESE: Before we reconvene
"Il give up a couple of ny -- | only have a
coupl e of tricks in the bag.

The first one is close the doors
because people normally -- although they're
not taking the cue this tinme, they normally

flood in.
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The second one is use soneone's
nanme, you know? and no one el se wants that,
so they run to their chairs. That's how it
wor ked for Chad, so that was good.

So any rate, wwth that I'll turn
back to Col ette.

CHAI R HONORABLE: Thank you. It
didn't work Chad's seat mates.

(Laughter.)

MR WESE  Yes.

CHAI R HONORABLE: But |'m sure
they will return very shortly. Wthout
further ado, we will hear a briefing from Chad
Zamarin on gas transm ssion industry
priorities.

Ch, I"'msorry. | skipped Tim
For gi ve ne.

MEMBER FELT: That's what happens
when you - -

CHAI R HONORABLE: No. Yes. Well,
| went to ny agenda after the break. |

apol ogize, Tim Let ne correct nyself. W'l
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hear a briefing on hazardous liquid industry
priorities fromTimFelt.

MEMBER FELT: Thank you. Tim Felt
fromthe liquid side. And |'ve got a few
slides I'll go over. Just want to share sone
of the priorities and initiatives going on in
the liquid pipeline industry. And we've kind
of done a revanping and refocusing here the
| ast coupl e years, and especially recently.

Alittle bit of history. Probably
I think it was the late '90s when the industry
| eaders got together and said we need to start
getting together and as a group focus on our
efforts to inprove pipeline safety. At the
time it was at the pipeline | eadership |evel.
Teans were forned, priorities were set,
initiatives were tackled, and a | ot of
progress was nmade. And I'll cover sone of the
topics, you know, during the presentation.

But then as tinme went on, nenbers
changed, priorities changed and we probably

got to a point where we needed to revisit and
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refocus. And that's what we've been doing the
| ast couple years. And so we've kind of

rei nvigorated our process, reexam ned what was
wor ki ng, what wasn't working. |'mgoing to
tal k about it because what's cone out of that
Is where we're at today. And actually this is
| would say probably a second or third
generation of our nobst recent process.

VWhat | want to tal k about and the

initiatives that |'Il discuss are not
aspirational. These aren't things we're
hoping to do. | nean, you know, getting to

zero | eaks, maybe you say that's aspirational
but what we are doing and tal ki ng about, these
are things that we're actually doing. W're
committed to doing and we're actually

I npl ementing and pursuing these type of
efforts. | want to distinguish that because

| don't want you to hear here's things we'd
like to do. |It's these are things that we're
actual | y doi ng.

So the operators got together and
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tried to at | east get sone agreenent on
principles, and what are sone of the things
that we want to nake sure that we're commtted
to? Well first of all, safety principles;

"Il talk nore about those, the fact that we
do need to continuously inprove. And we had

| ooked at some of the trends over a nunber of
years, and to the industry's credit, working
wth the regulators, the industry's got a
record of inprovenent over a decade or so.
We're proud of that. But one of the things we
| ooked at was how the rate of inprovenent had
sl owed down, tapered off in sone categories
and maybe, you know, we were afraid -- or, you
know, we'd get a blip. Is it ablipor is it
going in the wong direction?

And rather than waiting for a
couple nore years of data, we said let's nake
sure we exam ne where we're at right now.

Thi ngs have changed. And of course when you
get your nunbers down, trying to keep up that

rate is not as easy when you have fewer
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incidents to try to inprove on. But still we
weren't at zero and still we thought we could
do better.

l"mgoing to talk a little bit
about our internal reporting on performance
and our strategic planning process. And |'I|
spend probably the bulk of the tinme on that
just because that wll talk about our
initiatives. But the thing about the process
I want to tal k about is that when we got
toget her a nunber of years ago and set
priorities, we felt an urgency and a need to
set these kind of priorities. And we did.
And then when we started ticking them off and
acconpl i shing sone of them we felt |ike,
great, you know, we've acconplished sonething,
kind of like -- | don't want to say check the
box, but |ike, okay, this is done, nove it
asi de.

And we didn't necessarily have,
well, what are the next priorities? W didn't

have a process to force us to reexam ne

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 115

ourselves. And that's what we've put in now
IS a process where there's an annual review of
what are our priorities? Wat have we
acconplished? |In fact, sonme of you probably
in this room have been interviewed by people
on our teamto nmake sure we got; not just from
t he managers or fromthe public conpanies, but
fromthe public and fromthe regul ators, what
are you seeing that's inportant and taking
that into account as we set our priorities and
our initiatives going forward.

So sone of the principles that we
enbraced. Zero incidents. And | have to tel
you honestly, when we stood up and, you know,
recommtted to sonething like this, when you
get behind -- | don't know what is on the gas
si de, but when you get the |iquids people
toget her and you got a | ot of people together
and you say, okay, we should commt to zero,
you get, well, | don't know. Are we sure we
want to do that? You know, that's really

hard. You know, that's a pretty high
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standard. So there wasn't unanimty in the
begi nni ng.

And we kept working this,

di scussing it and the commtnent to zero
incidents is across the industry now. It
wasn't on day one, but it is today. And |
want to reflect that because again it's not
just words on a piece of paper. |It's, you
know, we're all putting our hands together and
saying we're conmtted to this, conmtted to
organi ze-w de prograns on safety, not just at
the top |l evel, but throughout the

organi zation. It's really a great thing to
see when you see people throughout an

organi zation that are commtted to sonething
l'i ke this.

Whi ch then gets into the next
point, which is on safety culture and
recogni zing the role that culture plays in
preventing incidents. | think sonebody said
earlier when you're | ooking at neasures, you

need to nake sure, you know, is the

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 117

performance of the asset or the performance of
the people? And culture is an inportant part
of that. And so we've recognized that.
["I'l tell you out of all the things that are
up here, the culture is the hardest one for us
to really tackle and have a great gane pl an
on. W've got efforts, but it's the hardest
one | think to really neasure your success at.

Conti nuous inprovenent. No matter
how good we are, until we're at zero, and even
If we were at zero, there's always things that
you can i nprove on.

Learning fromexperience. |'m
going to talk about this a little bit nore,
but | was at a safety neeting yesterday and a
guote that sonebody put up was -- we're
getting into process safety wthin our
conpany. And it was, "A w se person | earns
fromtheir experiences. A w ser person |earns
fromthe experiences of others." And so we're
trying to do that. [It's not just learn from

the things wthin our conpany, but other
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conpani es and other industries, no matter what
that learning is.

| nean, it doesn't have to be a
pi peline incident that we're learning from
It can be the incident in the Gulf of Mexico,
for exanple. And personally our conpany is
getting a lot of |lessons fromthat. And I
don't know if |'ve spoken about it here
before, but |'ve spoken at other places about
a book that we read and we're kind of using it
as a little guideline throughout the conpany
about the @ulf incident.

Safety systens. | think we're
famliar with a lot that the industry and the
public and the regulators are working on. And
Ron McC ain is heading up that effort.

Technol ogy. W really think that
there's an opportunity there. 1'Ill talk about
that a little bit later. And then
communi cation with stakehol ders. And agai n,

I kind of nentioned not just presentations

i ke this, but reaching out to stakehol ders
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and asking for their thoughts and their

opi nions on things. But then it gets nore
into al so sharing information. But a |ot of
times when we tal k about comunication, it's,
okay, we're telling you this, this and this.
Here's a briefing. Here's a presentation.
Here's a letter. W're trying to nake sure
that we also listen. And | think that's a
part of communication that sonetines gets

| ost.

So sonme of our efforts that are
underway. So the Pipeline Safety Excellence
Steering Committee, that's an effort nade up
of | eaders, senior nmenbers of the pipeline
menbers. It's a steering committee that
really hel ps set those priorities, take the
input and -- and | tal k about setting
priorities. There's a lot of things that we
want to inprove on.

One of the things that we found
was that we -- | nean, | find this in ny

conpany. There's a lot of things | want to
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I nprove on. But if you have too big of a
plate, you're like this, a mle wde and inch
deep and you don't get a | ot done. But you're
doing a |l ot of things and people are real
busy, but you're not necessarily acconpli shing
t hi ngs.

And so one of the things that the
steering conmttee is doing is focusing the
effort. And the other thing we found
ourselves, as we tried to do so nmany efforts,
Is when we find a good person -- or naybe you
find this in your conpani es and organi zati ons.
W find a good person, put themon a team
And then we got another team We'I|| put her
on this team too, and then another team
Wel |, maybe she can hel p out over here,
because really, you know, they know about the
other. And before you know it, you've got
peopl e that are working on teans and they're
spread so thin and it's not fair to them and
it's not fair to the industry, because then

you' re not making the progress.
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So one of the things that the

steering conmttee does is hel ps set those
priorities. And that neans we don't do
everybody, but we do try to focus our efforts
so we can make neani ngful progress.

We have a Performance Excellence
Team and this is probably | would say one of
our best and | ongest-standing teans in terns
of really acconplishing things, setting a
pace. | nean, they were the ones as a team
has their own strategic planning process
wthin their team but the industry |eaders
didn'"t. And so how cone they've got a process
for setting priorities and efforts every year
and we don't? So we kind of took their
process and said will you help us go through
the sanme or a very simlar process? And so
that's what we've done in the |last couple of
years.

Pipeline Integrity Wrk G oup.
Kind of self-explanatory, but working on ways

to inprove the pipeline integrity. You' ve got
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a lot of the experts in our industry worKking
together, as well as people fromthe outside
to help the Operations and Techni cal G oup.
Actually the Pipeline Integrity Work G oup is
a subset of the Operations and Techni cal
G oup.

Cybernetics working on things Iike
Integrity managenent systens, SCADA systens,
cyber security.

Qur Public Awareness G oup.
Again, trying to focus on how do we
conmmuni cate and reach out to the public, not
just in neeting the regulations and the spirit
of the regulations, but actually trying to
make sure that we're effective. And again,
conmmuni cating. Putting out information is one
thing, but naking sure that you're effective
in doing it is another. And so this group
shares information, shares ideas, passes
t hi ngs back and forth, tries things, works
toget her where they can to try to inprove our

efforts in this area.
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OQperator Qualification Wrk G oup.

Qobvi ously focused on the Qperator
Qualification Program And then, you know,
it's kind of |ike another catch-all. They say
we try to focus, but there are a nunber of
other teans that are out there. And so we've
got at any one tine rather than pernmanent
standi ng teans, maybe sone ad hoc teans that
are focusing on things that are not
necessarily at the highest priority, but we
don't want to | ose progress in working on
them So there's a nunber of these teans as
wel | .

Just wanted to share sonme of the
nunbers. You know, we do gat her and share
information as an industry. W have our own
dat abase where we kind of capture information
and share it, neasure ourselves. Conpanies
are neasured agai nst each other. In sone
cases | know that conpensation is based on how
well you're perform ng and how you're

i nproving in this area.
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So |l won't read all the nunbers
necessarily, but | did want to point out that
one at the top, that 99.99. | was at again a
safety briefing yesterday with sone of our
enpl oyees and we | ooked at the nunber of
barrels that we noved | ast year and we | ooked
at what we |ost and the nunber, the percentage
that we cane out to for our conpany was
99. 99998 percent. And we said, you know,
well, it's nice that we've got that kind of
performance or reliability. There was still,
you know, al nost a couple of hundred barrels
that we |lost, nost of that in one incident,
nost of that contained on site. But the fact
Is that it was a loss, and so there's stil
roomfor inprovenent. And again, the enphasis
on getting to zero.

You know, | read a quote sonmewhere
el se that tal ked about if 99.9 percent were
good enough, what would that nean? So apply
99.9 percent, for exanple, to the airline

I ndustry and | don't think we'd be happy with
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it. So we're also recognizing that even

t hough we' ve nade i nprovenents and we can be
proud of sone of the progress -- and when you
nove a |l ot of volunme and you have a little bit
of a release, it can look |like nunbers |ike
this. So we're tal king about neasures. Wat
are the right neasures? Maybe 99. 999 percent
s good, but when you still |ook at what was
|l ost, and if you're |ooking for zero, then
even 99.999 isn't good enough.

So froma strategy standpoint we
have four maj or goals and under those goals we
have sone initiatives. |'ll go through those.
At a high level though it's to focus on
technol ogies. That was nentioned a little bit
earlier today. Threat identification
response, the safety culture and managenent
practices, and then boosting response
capabilities. And we'll talk about each of
these in turn.

So the first initiative under the

first goal is basically to focus on detection
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of cracks in a pipeline, inproving and the
smart tool capabilities. You know, | think
the smart tools have cone a | ong way over the
years, but there's actually sone very

I nnovative ideas that are being pursued. And
it's people on the pipeline industry side that
are trying to work with the vendors to drive
that performance i nprovenent. And we're
spending a lot of nobney and a | ot of effort on
this and devoting a lot of pipe and we're
pretty confortable that there's a couple of
areas that we think that we'll be able to nake
sone progress on very quickly.

And in fact, one of the things
that | didn't nention about this Steering
Commttee that for all these efforts set -- |
tal ked about setting priorities, but it's
setting priorities, making sure there are
enough resources, but then al so hol ding
oursel ves accountable for getting results. So
what we don't want to find ourselves getting

intois let's do a |lot of research and a | ot
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of study, but then there's nothing that cones
of it. And so we're trying to change the
focus nore towards results that can be used,
tinmelines that are net versus just endl ess
progr ans.

Wbr ki ng on the recomended
practice for crack detection, especially on
the seamrel ated cracks. Again, a |ot of
opportunities out there, but we felt that this
was one in particular that needed sone focus.

The third one, or effort No. 3, to
devel op i ndustry-w de gui dance on inpl enenti ng
threat data integration prograns. Last year
we conpl eted a program where we devel oped what
we called -- it was threat matrix. So what
are the possible threats that are out there?
How do you detect thenf? What are the | eading
i ndi cators? Things |ike that.

So we had this matrix and the team
that was working on it kind of said we're
done. Let's sunset the teamand let's nove on

to sonething else. And this is a case where
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we said, okay, that's nice. W now have
information. That's great. W can share it.
But let's see if we can take it a step further
and actually cone out with recommendati ons and
gui dance and help on how to better integrate
the data. Sone conpani es have nade different
progress. How do we share that information?

You know, There's a | ot of
experience out there and the challenge for us
Is getting that experience together in a way
that we can provi de guidance to the other
conpanies in the industry so that we can
actually nake a difference and not just put
out information. And that's what this one is
about. It's taking information and how do we
do sonething wth it.

Depl oyi ng the new y-devel oped
Pi pel i ne Saf ety Managenent System  You know,
Ron Mcd ain has kind of been the |ead
representative fromthe liquid side, so I'm
not going to spend a lot of tine talking about

it other than fromwthin the industry this is
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an effort to try to again share infornmation
but bring everybody up to a commbn m ni hrum

| evel at least. There are sone conpani es that
have got robust prograns that have been in
pl ace for many years. There are sone people
that have parts of prograns. So let's take
the opportunity to devel op a programt hat
everybody can use at |east at sonme m ni mum

| evel, recognizing that there are snal
conpani es, nedi um conpani es and | arge
conpani es and di fferent operations.

So maybe everything that one
conpany i s doing doesn't apply to anot her
conpany. And | think Ron is -- fromwhat |
understand and hi mworking with the rest of
the group, including probably a nunber of
people in this room are comng up with a
managenent systemthat will be very hel pful to
everybody, beneficial to the industry and to
the public as well.

| alluded to earlier the safety

culture. And again, | think this is a
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difficult area, but it's also one where it's
hard to nmeasure. |It's easier to neasure how
many incidents you have. It's a little harder
to neasure culture, but there are things that
we can do to influence culture. And a |ot of
that is sharing information back and forth.

So we're | ooking at industry-w de sharing
opportunities, but also how do you share and

l earn within a conpany, not just between
conpani es?

We've got a nunber of efforts. W
have an annual conferences where things are
shared. W' ve got obviously teans that are
wor ki ng together. W have a -- I'mtrying to
think what they call it, but I think it's a
tail gate phone call where we have -- | think
the last couple that we've had sonewhere in
t he nei ghborhood of 90 to 100 peopl e
participating in this. And they just dial
into a nunber. And sonebody's got a set
agenda for covering specific | essons | earned.

It's kept wwthin the industry so that people
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can be as open as possible. And then
afterwards if they want to have sone foll ow up
di scussions, they can do that.

And again, none of this is
required. |It's available. W try to track.
Participation is a way of seeing whether it's
wor king or not. W survey the participants
afterwards. Wat else would you like to see?
s it working or what's not working about it?

We have what we call peer-to-peer
exchanges where, for exanple, our conpany wll
call up another conpany and say do you mnd if
we get together and share information? And
one conpany wll go to the other conpany's
offices. They'll decide on an agenda ahead of
time. And it could be a day-and-a-half, it
could be a day. And so we've gone to
conpani es.

And |I'm kind of mndful of a
comrent that Carl nmade earlier about, you
know, why are you going to these conpani es?

You know, these are people that have had
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failures. Well, sonetinmes those are the
conpani es that we want to go to because
t hey' ve been under the pressure and are
inproving a lot faster than others. So we go
to people that we think are ahead of us or
t hat have had experiences that we haven't had
and we want to neet wth those conpanies to
l earn fromthem

And agai n, you know, when we have
an industry neeting, we'll try to foster that
paring up of conpanies. Have you signed up
yet to neet with another conpany? And you can
have multiple of these neetings over the
course of the year. And this one hasn't
really gotten off the ground in a big way yet,
but the conpanies that are doing it are
getting a lot out of them And again, you set
t he agenda ahead of tine. So it's what do you
want to |learn about? And you talk to the
ot her conpany and figure out what it is that
you're trying to learn fromthem

Devel opi ng a recomended practice
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for | eak detection nmanagenent. Again, a
chal l enging issue for us, but it's one that we
recogni ze the need to inprove on. And in
fact, it was even the scope of what do you

focus on because do you focus on the |arge

| eaks or the small | eaks? At one point we did
focus on -- and again, it goes back to
culture. |If we know better, then why do we

have a leak? And if we've got the technol ogy
toidentify a leak, why do we try to restart
a pipeline fromtinme to tinme?

And so there's all kinds of alarns
and signals for different things that are
happeni ng on the pipeline. How do you focus
that operator's attention to respond to the
right one at the right tinme? And so part of
it -- | nmentioned the Cybernetics Goup a
little bit earlier. That's one of the things
that they're working on. So there's a
cultural aspect to it and then there's a
system aspect to it that we're trying to deal

w t h.
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And then this is probably one of

our latest initiatives. And actually I've got
to conplinent Shell for taking the lead. W
had ki nd of set our priorities and then at the
end we said, well, we need to narrow this down
to just a handful. W narrowed it down to siXx
efforts. And Shell canme in maybe the next
neeting and said, you know, we really need to
focus on energency response and, you know,
we'd |like to, you know, sponsor this effort.
And all of a sudden it was |like, well, yes, |
personally like that and | want to join, too.
And enough peopl e thought it was inportant
enough to put it back up on a priority list.
And this one, if you saw the pl an,
the detail into this plan, it's probably one
of the nost robust and wel | -devel oped pl ans
that we have in terns of what are the efforts
that we're going to focus on keeping track of
progress being made? Wien this teamfirst
cane forward and the industry said, yes, we

want to go ahead, or the | eaders said we want
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to go ahead and put an effort together on

ener gency response, cone back to us, team
wth a plan and a budget so we can review it.
And they did and they canme back with a plan
that was -- | don't renmenber. It was a two or
three-year plan and there were a coupl e of
really good initial steps and here was the
budget .

And a coupl e of us asked the group
and said is this a plan that you're presenting
that you think is the best approach, or do you
think this is a plan that you can get approved
by | eadership? And they said, well, when we
di scussed what we wanted to do, we thought we
better cone up wth sonething we thought we
coul d get approved. Wong answer. Go back.
Devel op the plan again. Accelerate
everything. And so we have significantly
accelerated our priorities on this.

| think it was Carl that talked
earlier about wanting to focus on prevention.

And so we've got a nunber of these efforts
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that are focused on prevention. But
Inevitably until we are perfect, until we have
perfect systens, perfect people and perfect
wor k environnent, there's bound to be a
rel ease somewhere. And when we have a
release, it's inportant for us to be able to
respond appropriately, quickly, thoroughly.
And that's what this one is all about.

And it's not just the industry.
It's where can we work with the responders to
make sure they have the tools and training?
Where can we work together where they can
under stand our systens and we can understand
their systens and processes?

And we had an Energency Response
Advi sory Board neeting last fall and we've got
anot her schedul ed for earlier this year where
we were bringing in people who represented
vari ous response groups, you know, froma w de
spectrum Fire marshals. Boy, | wish | could
remenber all the nenbers of it, but there were

probably, oh, maybe 15 outside the industry
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organi zations that were present for our
initial neeting and it was very hel pful and
enlightening to see groups working together,
maki ng suggestions in a very collaborative
cooperative way.

Because ultimately we all want to
the sane thing. W all want zero incidents.
We want perfect safety records and we don't
want to have a single drop spilled outside the
pi peline in sonebody's back yard or el sewhere
in the comunity. And so we're all equally
i ncented to make this work. And it was a
very, very, very productive first neeting that
we had.

So it wll involve training. It
wi || probably involve sone kind of standards,
the outreach. This happens to be one of ny
hot buttons, so | could talk about this for a
little while.

(Laughter.)

MEMBER FELT: And | think though

that, just reiterating, getting to zero is a
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commtnent and | don't know when we'll get
there. And, you know, it m ght be bunpy as we
try to nake progress, but what we're trying to
do is nmake sure that we prioritize our efforts
on things that are going to nake a difference
and hol d oursel ves accountabl e for nmaking an
I npact and not just conpleting studies and
tasks that nmay or may not result in
I nprovenent in the end.

Hopeful ly we've done that.
Hopefully we're focused on the right things,
but every year we will reassess based on the
| atest informati on we have whether these are
the right priorities or whether we need to
drop one or add one or do sone shifting. And
won't quit until we get to zero. And the nice
thing is we have a process now that hol ds
oursel ves accountabl e every year to revisit
that to nake sure that we get there. So
t hank you.

CHAI R HONORABLE: Tim that was

excellent. And as the old adage says:
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Leadership starts at the top. So you're

absolutely setting the proper tone and |I'm

certain it wll resonate throughout the liquid
I ndustry.

We'll hear froma couple of you
M chel e?

MEMBER FELT: |'mgetting comments

fromny own side here.

(Laughter.)

MEMBER JOY: | just wanted to
clarify on one point. Timl think did a great
presentation, but the lawer in ne just wanted
to make cl ear when we were tal ki ng about the
peer-to-peer matching, those are specifically
around safety issues --

MEMBER FELT: Oh.

MEMBER JOY: -- not other issues
froman anti-conpetitive standpoint.

MEMBER FELT: Ckay.

CHAI R HONORABLE: O course.

MEMBER JOY: And the matching

takes place where we have a conpany that has
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expressed a specific need and ot her conpanies
have volunteered to be a resource around, you
know, either inspection technol ogy or

ener gency response or sone other thing that
the two conpanies want to work on. So | just
wanted to clarify that. Thanks.

MEMBER FELT: Thank you for doing
that. And that is sonething that we nmake sure
that is reinforced all the tine, but | hadn't
mentioned that. And probably in a setting
like this it's a good thing to nention. Thank
you.

CHAI R HONORABLE: Well, too, it's
you all should be comended because you were
able to be creative and certainly observing
those inportant tenets but finding a way to
wor k col | aboratively on issues of conmmobn
concerns. So kudos to you.

Todd?

MEMBER DENTON: Todd Dent on
Li quids Commttee. | thought I1'd just add a

little color around the culture piece. You
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know, as Tim pointed out that often is hard to
nmeasure. And maybe the frustrating part is it
takes tine, you know, to see the inpact of

t hat .

But | think one success that we
can point to in the industry is follow ng the
Marshal |, M chigan incident around rupture
detection and culture in the control center,
control roons. Probably before that incident
you could point to several incidents where
there were restarts when there was a | eak.
think since that, and that's been three-and-a-
hal f years now, hard to believe, we have not
had a major incident that | know of where
there's, you know, that kind of restart volune
bei ng punped into a | eak.

So we're putting out a white paper
around rupture detection, and a | ot of that
whi te paper revolves -- that best practice
revolves around culture. And like |I say, |
think we are seeing progress there.

CHAI R HONORABLE: Thank you, Todd.
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In the interest of tinme Rich will be our I|ast
comment here.

MEMBER WORSI NGER: R ch Wor si nger
Gas Commttee, and I'll be brief. | just
wanted to echo one of Tim s comments about
visiting a conpany that has had a failure.
agree. That is one of the best things to do.
If we have an accident, a safety -- you know,
sonebody's injured or even a near mss, what
an opportunity to look in depth what went
wong and fix it.

And | know, Carl, you struggle
with that, that when you reference that as
sonething that raises a question. | hope
you'll use that as an opportunity to point out
when sonebody has an incident, whether it's an
accident or an incident, that's when
everybody's going to put forth the effort to
find out what went wong and devel op the ways
to prevent it. Sonebody that has a good
record, it mght just be that nothing's

happened that they wondered where it was goi ng
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to happen. So | just wanted to echo those
coment s.

CHAI R HONORABLE: Thank you.
Sure. Timwll have the | ast word.

MEMBER FELT: Just want to nake a
qui ck comment on that, because | share it with
our people all the tine. W want to be good.
We don't want to be lucky. And so, sonetines
you have near m sses and you say, gee, iIf it
had been a second earlier or if this had
happened at a different |ocation or scenario.
Geat that it wasn't worse. But | would
rat her be good than lucky. And so let's keep
focusing on getting better, not just being
lucky that it wasn't -- because you can have
good | uck and you can have bad luck. So just
never liked to rely on luck. Thank you.

CHAI R HONORABLE: Good note to end
on. Thank you very nuch

We're now prepared to hear from |
got ahead of nyself earlier, a briefing on the

gas transm ssion industry priorities from Chad
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Zamarin. Chad?

MEMBER ZAMARI N Thank you. Chad
Zamarin with Colunbia Pipeline Goup, N Source
M dstream

Just to kind of kick off, one
thing I think that is useful and rem nds us of
the value of these foruns, you're going to
hear a lot of | think alignment wth what
ot hers have spoken to, whether it's the public
or the industry, or even the regulators. CQur
goal has been to engage with the stakehol ders
and try to align our efforts.

" mgoing to focus on a few of
many ongoing activities that are nore tangi bl e
and nore | think high-profile, things that
you' ve heard, priorities at the state |evel.
Colette tal ked about priorities fromthe
public perspective. But we inplenented an
action plan several years ago follow ng the
San Bruno incident. And what I'Ill talk about
today is it's no longer an aspiration, it's no

| onger a set of studies. W' re inplenenting
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activities and our goal is to ensure that
those continue to align and converge with the
ongoi ng requl atory process. So we'll talk a
little bit about that.

Strong conmtnents. Highlighted a
fewthat we'll talk about here. Extending
Integrity managenent beyond HCAs.
Denonstrating fitness of service for pre-
regul ation pipelines. That's the parallel to
the I'VP process that PHVSA' s been wor ki ng
t hrough. Shortening pipeline isolation and
I Nnprovi ng energency response, and inpl enenting
saf ety managenent systens. So |'Il focus on
those, but just to note there's a | ot going
on, a lot nore activity underway.

Al so just as an opening comment, |
know it's been said, this is a very |arge
I nterstate gas systemand we're chasing a very
smal | nunber of incidents. As an operator
t hat spends across our distribution and
transm ssion systens over a billion dollars a

year in nodernizing aging infrastructure, we
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still mss sone of the things that cause us
problens. You know, | think the vast majority
of the industry is very commtted to zero

I ncidents, but we recognize that it's hard and
there are things that we need to do to find
things that current capability and technol ogy
may m ss.

Just as a bit of background, |
won't go through this in detail, but there's
been a | ot of paperwork and deliverabl es put
out over the last 12 to 18 nonths. You can't
see this up on the screen, but you know, you
think of IMP 1.0 in the late '90s, early
2000s. |IMP 2.0 was already in devel opnent.
The San Bruno incident occurred. W
accelerated and put a spotlight on a | ot of
those efforts. W've put out a lot of white
papers that hopefully conmuni cate what the
I ndustry is currently inplenenting and
commtted to. So if you're interested in
those, INGAA's Wb site has those publicly

available. And | think as you'll see we're
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currently in the process of inplenenting those
activities.

Just to focus on a few and try to
relate themto the mandates and | think the
activities that are going on in the regul atory
environnment, |'ll focus on the testing of
untested pipelines. You know, the |egislation
tal ked about renote and auto-cl osing val ves.
We'll tal k about pipeline isolation, which we
think is a bit of a broader way of addressing
ener gency response. And then extending
Integrity managenent beyond HCAs.

Qur commtnents and what we're
i npl ementing is that we will verify and ensure
that the MAOP of pipelines that hadn't been
subjected to a pressure test are addressed.

We' ve put together and we presented actually
at the last neeting, kind of simlar to the
| VP process that PHVBA has been wor ki ng

t hrough, a process that operators wll go
through to identify the high-priority

pi pelines starting with ones that are in HCAs.
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But al so we've shown that even beyond HCAs we
want to verify MAOPs and ensure that pipelines
have a valid pressure test to support their
operations, or we need to develop alternative
capabilities to denonstrate an equi val ent
| evel of safety. That's being inplenented by
our operators and we'll show what that
progress | ooks |ike.

We've also conmtted to one-hour
Isolation of a pipeline in the event an
I nci dent occurs. And we'll tal k about
progress agai nst that goal and conm t nent.
And we've also commtted to extending
integrity managenent to -- it says here 90
percent of the effective population. That's
by 2020. W' ve said that every person |living
within a potential inpact along a pipeline
deserves to have integrity managenent
activities along that pipe.

And it's going to take tine.
that's a large network to cover. There are

pi pelines where it's much easier to cover nuch
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| arger areas of population. So we've said by
2020 we' Il cover 90 percent of the people that
live along a pipeline that could be affected
by the potential inpact. And by 2030 on

pi pelines where it's going to take advances in
t echnol ogy, pipelines may not have enough fl ow
to nove pigs or there may be ot her chall enges
that make it harder to extend integrity
managenent, we're working to solve those
chal Il enges but would commt to covering those
by 2030. So, you know, we've tried to
establish sone aggressive but achi evabl e
comm t ments.

Al so here you'll see kind of on
the far right the efforts that are ongoing.

Il won't go into themin detail on this slide,
but talk a little bit nore specific data.

So our focus has been an
aggressive pursuit of the action plan. QOpen
and transparent. W' ve devel oped sound
techni cal approaches. W showed the fitness

for service nodel that we had presented at the
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| ast neeting. W' ve devel oped enhanced
anomal y response criteria and that our teans
are working through. In that area we've
| ooked at changes to the imredi ate response
criteria and enhancing those criteria, and
al so standardi zing on incorporating the
potential for tool error into the process, a
coupl e of areas that weren't addressed in a
prescriptive manner in | MP 1.0, but you know,
we think nmake a | ot of sense for the next
phase and going to be a priority for us this
year. W tal ked about the extension of
integrity managenent and those conm tnents and
al so saf ety nmanagenent systens.

One of the challenges that we see,
one of the concerns that we have is the
regul atory process does |ag. You know, we are
I npl ementing activities. W're performng
projects. And our goal is that those align
and converge wth and the regul atory process
enhances and supports those ongoing efforts.

You know, one concern is that if we don't get
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that right, we'll have done a |ot of activity
that may be at odds with where the regul atory
process heads. So it's been really inportant
for us to work together.

And | think Carl made sone good
points. You know, we're not trying to
collude, we're not trying to nefariously
i nfluence the process. W want to nmake sure
that the activities that are underway hit the
mark and that as the regulations do conme to
light they converge with the activities that
are underway.

Just a little bit nore detail on
the next couple of slides. W're putting out
our initial progress report. W've
est abl i shed sonme key perfornmance netrics.
There are a ot nore than this, but |'ve
focused on these three that are kind of the
high-priority items for us. And I'll talk
about sone actual nunbers in a com ng slide.

W will have an annual detailed

progress report that we've planned to publish
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starting in April of this year and then

annual |y thereafter that will provide
transparency into the progress that industry

i s maki ng agai nst these goals. You know, now
many people are we covering nore each year
with integrity managenent assessnents? How
many of our pipelines have the capability of

i solation within one hour? How many of our

pi pel i nes have had MAOP verified through the

| VP or our current inplenented process?

And if you look at a little bit
nore detail, this is where we stand today.
Just to put it in perspective, a lot of work
al ready done. The last couple of years have
been an accel eration of effort and nuch nore
to come. W have conpleted nore than 70
percent of our HCA m | eage as an | NGAA
community, taken that through our fitness for
service process, the parallel to the IVP
process where we've confirmed that a test
exi sts or we have addressed that pipeline

t hrough additional testing or assessnent.
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As we nentioned, you know, the
initial goal is to conplete that for all high-
consequence areas. |If you recall that fitness
for service process, that was the short-term
goal. Qur goal was to extend that to al
pi pel i nes where people could be affected, not
just the current definition of the HCA

One- hour isolation has been
conpleted for nore than 50 percent of class 3
and 4 and HCAs. This is again going to
requi re ongoing activity. W should see that
nunmber continue to increase. But that's where
we stand today.

And extending of integrity
managenent. You know, there was a |lot of talk
I n re-authorization about the anount of
pi peline that the current rule covers, but the
reality is it covers a lot of the population
and additional efforts that pipelines are
undert aki ng cover even nore. So we're
currently addressing over 60 percent of people

that live within a potential inpact of our
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pi pelines, not just an HCA, not just an area
where there's a dense popul ati on, but people
living wthin and along our pipelines. W're
covering nore than 60 percent. You saw
earlier the goal by 2020 is 90 percent. So a
| ot of work to do, but a significant inpact
that's bei ng nmade.

Just to sunmarize; |'Il try to be
brief, the commtnent to zero is real, it's
there and we're inplenenting | think things
that we believe are going to put us on the
right path. It is a marathon, not a sprint.
You know, we have a lot of infrastructure, a
| ot of infrastructure that was built over
many, many decades and it takes tine. W also
know that we're still seeing incidents that
occur where even our best efforts aren't
addressing those accidents. And, you know,
what that tells us | think is that there's
still nore to learn

You know, when you have such a

| arge network and such a relatively snal
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nunmber of incidents -- you hear a | ot about
the ones where soneone ran a tool and they

m ssed it or sonebody, you know, did sonething
that they shouldn't have done, but those are
a fairly small nunber of occurrences. W
still have occurrences that even with our best
efforts we weren't ahead of, and that's
because, you know, we don't know yet things
that we don't know or we don't have the
technol ogy or the capability that's robust
enough yet to find the needle in the haystack.
You know, several hundred thousand m | es of

pi pe. You saw the nunbers. A few dozen

I ncidents a year. You know, we're comm tted
to zero, but we've got to figure out howto
find those very small occurrences.

You know, we are really conmmtted
to the ongoing coll aboration, again doing it
In an open and transparent way, but ensuring
that the things that we're doing converge with
the regul atory process.

We certainly want to elevate the
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culture of the safety managenent systens, that
neeting that's being held tonorrow. You know,
we're very supportive and a big priority for
us this year is going to be how do we nake
that real? How do we start inplenenting that
across all conpanies, start, you know, raising
the bar and floating, you know, all ships to

a hi gher standard?

And with that, I'll wap up and
take any questions, but certainly again
appreciate foruns like this to see and hear
what others believe the priorities should be
so that we can maintain alignnment and nake
sure we're doing the right things. So thank
you.

CHAI R HONORABLE: Thank you, Chad.
Well done. And | agree, it's great to see the
simlarities anong the industries, but it's
al so inportant for us to see the priorities
you' ve placed. | think you ought to be
commended, you and your | NGAA col | eagues.

Are there comments or questions
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for Chad?

(No audi bl e response.)

CHAI R HONORABLE: He's covered the
groundwor k very wel | .

MEMBER ZAMARI N:  Tal k fast.

CHAI R HONORABLE: And we' ve seen
the logo a fewtines. |I'mgoing to be able to
menorize it after a while.

(Laughter.)

MEMBER ZAMARIN:  Yes, it's been
the sane for four years.

CHAI R HONORABLE: It has been.

And Don woul d be very pleased. Very good.

Ti nf?

MEMBER BUTTERS: Just one qui ck
point. And, Tim | appreciate you and Chad,
your presentation here.

One of the things that Tim
nmentioned as it relates to energency response
whi ch cane out at the Advisory Board neeting
-- and again, | think both API and AOPL need

to be recognized for their |eadership and
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bringing that group together. And | know

Lanny wi || probably support ne on this. W
need to make sure that when we tal k about
pi pel i ne energency response that both liquid
and gas are -- you know, we're doing kind of
the sane things. Because, you know, when
sonething spills out there, whether it cones
out of a pipeline or a rail car or anything
el se, it's the sane cast of characters that
are going to deal with it. And fire
departnents don't have a Liquid Pipeline Team
and a Gas Pipeline Teamand a Rail Team [It's
t he sanme group

So as we nake these prograns
mat ure where we can devel op consi stency, you
know, that would be sonething that was
nmenti oned at the Advisory Board neeting as we
nove forward to keep that in m nd.

MEMBER ZAMARI N:  Just a foll ow up
comment. | think it's a great point and, you
know, we use foruns like this, but I wll say

that the I NGAA community has spent a | ot of
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time with the APl and AOPL community and |

think that that sharing of our ongoing efforts
has been inportant. W do the sane with our
distribution partners. And so it's really
been a very coll aborative process.

But | think your point is well
taken. W can do nore. There's a |ot going
on that's -- and it's not just in emergency
response. The technol ogies that Ti mwas
tal ki ng about conplenent the things that we're
al so challenged wth. So we're very focused
and we'll keep our focus on sharing across our
I ndustries.

CHAI R HONORABLE: Ron?

MEMBER MCCLAIN:  This is a little
unrel ated, but --

CHAI R HONORABLE: | apol ogi ze,
pl ease identify yourself.

MEMBER MCCLAIN:  Ch, I'msorry.
Ron McClain with the Liquids Conmttee. |'ve
had a couple of tines -- you know, the SMS has

been attributed, or at least partly, to ny
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name. And |I'd just |ike to recogni ze people
who are here today who have really sacrificed
probably at |east 2 days a nonth for the | ast
18 nonths. And so if | mss soneone, forgive
me, but it's really inportant.

Mark Hareth, our content editor.
| think he's here. And |I'mjust going to hit
on the people | think that are present. |[If |
m ss one, please speak up. But Brianne
Met zer - Doran of Spectra Energy, Tracey Scott
with Alliance Pipeline. | think | saw Bill
Moodey out in the hall wth Sout hwest Gas.
Jeff and Linda, Jeff Wese and Linda
Daugherty, very helpful in the process.
Massoud, very participatory. And Kate MIler.
| nmean, it's just amazi ng how many of our team
are here. Scott Currier with AGA and | NGAA,
respectively. Peter Lidiak with API

And if | mssed anyone, |
apol ogi ze, but | don't want it to be just
associated with ne. It's been a trenendous

group of people who have cone together pretty
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sacrificially prepared every neeting to do
this. So | just want to nmake sure | say --
and there are others that we'll cover tonorrow
wi th recognition.

CHAI R HONORABLE: Thank you.
Seeing no other tent cards, we'll nove right
along. And we'll turn nowto the distribution
side with a briefing from Sue Fl eck on the gas
di stribution industry priorities.

Sue, take it away.

MEMBER FLECK: Ckay. Thank you
very nmuch. Again, Sue Fleck wth Nationa
Gid representing the gas distribution
i ndustry. | have a |ot of slides, but in
deference to the time imtations, | wll try
to nove through quickly.

AGA' s goal has al ways been
delivering natural gas safely and reliably to
honmes and busi nesses at an affordabl e and
stable prices. | don' think there's anything
new t here.

| just wanted to throwthis little
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bit of data out there. There's approxi mately
300,000 mles of transm ssion system but
100,000 mles roughly is actually operated by
| ocal distribution conpanies. |It's not al
managed by the pipeline. So we have a little
bit of a stake in what's go on there as well.

Last year alone the transm ssion
operators inspected about a fifth of all of
these lines, nore than required by regul ation
In the seven-year program And when you dive
down i nto hi gh-consequence areas, of which
there's about 20,000, over a third of those
received either a baseline assessnent or a
reassessnent this, again a little nore than is
required by regul ati on.

Qur commtnent to safety is nmulti-
faceted. Mich |like you' ve heard fromthe
ot her presenters today, it's all about
regul ati on conpliance enforcenent, devel opnent
of new standards, devel opnent enhancenent of
standards, data collection and anal ysis and

I nformati on and best practices sharing. And
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I wll talk a little bit about each of those
as we nove forward.

You did al so receive a couple of
handouts. The material on those handouts is
going to allow you to dig in a little deeper
iIf you want to. | wll not be going into that
| evel of detail today, but you do have that at
your disposal, as well as additional
i nformation on the AGA Wb site.

To get right intoit, here are
sone of the major efforts, the major focus
points for the distribution conpanies this
year.

Around pipeline construction we're
| ooki ng at expandi ng operator qualification,
making it nore effective, initiating better
qual ity assurance prograns and working on the
under standi ng and installation of additional
ei ther renote-control valves or automated
shutoff valves. So those are really on the
construction side. Those are the key things

that we'll be working on in the com ng year
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On the operations side three
priorities: Advancing integrity managenent
where it makes sense and where it drives nore
val ue. Enhanci ng data gathering and tracking.
See you start to see a little thene there
around data and information. And supporting
enforcenent of the Dig Safe laws. W tal ked
about that a |lot earlier this norning. Sone
of the exenptions and sone of the other issues
are creating real heartaches for us. So
anywhere we can strengthen danage prevention
obvi ously inproves the safety of our systens.

On the safety side the focus is on
know edge sharing, stakehol der engagenent wth
all of our stakehol ders including our
ener gency response ones, and increasing
t echnol ogy depl oynent. Technol ogy
I nprovenents are noving a little quicker than
they have in the past, but we don't believe
qui ck enough. W need better tools, we need
better techniques and we're going to work

really hard on trying to bring that forward.
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In 2012 AGA' s board adopted this

voluntary plan to enhance safety beyond
| egi slation and regul ation. And we al so want
to nake a point here that we recogni ze the
significant role that state regulators play in
supporting and fundi ng these actions. So
wor ki ng together wth our commi ssions, wth
our state safety staffs is very critical to us
bei ng successful on any of these fronts. So
a big effort there.

W' ve tal ked about culture today.
I think probably every single presenter has
spoken on culture today. W've adopted a
culture statenent that outlines our conmm tnent
to provide safety throughout our industry.
We're commtted to proactively coll aborating
with our public official, energency
responders, excavators, consuners, safety
advocates and nenbers of the public to
continue to inprove on our |ongstanding record
of providing a safe and reliable service to

our custoners. So a | ot of stakehol ders, a
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| ot of efforts to collaborate and it's a
delicate balance. It really is. W work hard
at that.

Chad nentioned investnent. | want
to tal k about investnent a little bit, too.
When you | ook at the AGA nenber conpanies,
we' ve spent nore than 19 billion in an average
year to inprove on our infrastructure and to
expand delivery to additional custoners.
That's a ot of noney and it's driving job
creation, supporting |ocal economc
devel opnent and contributing to economc
recovery along wth providing better safety to
t hose people who Iive al ong our pipelines and
our servi ces.

I|"mgoing to skip right over this
because Colette did nmention |lots of states are
accel erating i nvestnent recovery around
replacing aging infrastructure. W would Iike
to see that whole map be, you know, 100
percent, but we're making progress, steady

progress all the tine.
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Faster nodernization of the
infrastructure w thout hurting our custoners
i n the pocketbook too nuch is obviously the
goal of the economc regulators as well as the
di stribution and transm ssion conpanies. So
that map changes every day. |It's getting
better and better, but obviously there's still
room for inprovenent.

Anot her area |'mgoing to touch on
very briefly. This is not in that |ist of
priorities | showed you that we're working on
but it is sonething else we're working on
Cyber security is a big, it's areal, it's an
ongoi ng threat, not just for gas utilities,
but for all critical infrastructure.

What we're starting to do is
enpl oy prudent counterneasures to hel p protect
the natural gas systens and its custoners.
There's a | ot of prograns that we're working
on right now to advance security and mtigate
the threat of a cyber attack. W' ve created

a Downstream Natural Gas Information Sharing
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and Analysis Center. W're working with the

el ectric energy industry to share best
practices and understand the threats that are
common to both and try to learn fromthem
We're also piloting in ways to assist snaller
utility conpanies that don't have the big
financial resources to help themdeal wth
security threats. And we're working with DOE
and DHS on strategies, activities, policies
and communication. So we're really doing a

| ot around cyber security. |It's an area that
we see beconming nore inportant as tinme goes
forward.

One of the tools that we're using
to advance our priorities is a peer-to-peer --
and this is a formal peer-to-peer review
process where we partner up conpanies. And we
do themin groups of three or four. They're
like size wwth Iike kinds of issues. And we
take a team of people and we travel from one
conpany to the next to the next and do a | oop.

National Gid was paired up with Pacific Gas
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and El ectric and Atnos Energy where -- focused
on specific topics.

This year's pilot included worker
procedures, safety managenent and pi peline
risk. W take a team of people. W spend
three to four days in interviews fromunion
nmenbers, supervisors, engineers, nanagers,
directors, vice-presidents through the entire
val ue chain, if you wll, of an organization.
Dig down into these issues. And then at the
end of the peer review process we neet with
t he seni or managenent of the conpany that's
been reviewed and go through all of what we've
| earned, the good, the bad and the ugly.

And having been a part of this
process on both being an interviewer and being
interviewed | can tell you that there's a
trenmendous anount of |earning that occurs
during these peer review sessions. The
conpani es get a very nice view of everything
that they're doing well and where they need to

refocus their energies. And it's a great
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opportunity to learn fromothers in a focused
I ntense short period of tine.

What we hope to dois wap this
session up by April. W're going to finish
the pilot, this year's pilot and then we hope
to nmake it a national program next year. So
the board will be | ooking at the results of
this year's efforts and noving forward.
Trenmendous opportunity to work together to
| earn how to sol ve sone probl ens.

And lastly, | just wanted to
mention that the itens that | highlighted here
this norning in a very brief manner is just
the tip of the iceberg. There are a lot of
ot her actions that are being considered or
bei ng actively worked at AGA. The comm t nent
to safety that | sent around, the one sheet,
will give you a lot of that detail, but I
threw a couple others up here just to kind of
generate a little of interest.

We have an ongoi ng Best Practices

Program we' ve had for years that allows
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conpanies to focus in on a specific snal

I ssue and kind of digin on it right away real
time, where the peer reviewis nore of a
stretched out process.

We have a board | evel Safety
Commttee that pulled off an executive
| eadership safety sunmit this year for a
couple of days. It was very well attended.

It was a huge attendance.

Safety Resource Center to share
materials that we have found, technical
publ i cations, industry surveys.

We have events that allow | essons
| earned sharing and we've done a | ot of work
this year around energency planning, including
havi ng a nati onw de nock drill for our Mitual
Assi stance Programto see how it works. |
thi nk during Hurricane Sandy we noticed sone
gaps in how nutual assistance worked in
getting gas conpany resources noved around the
country to where they're needed, so we used

this drill to kind of iron out what those
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I ssues were so that we can work harder on
cl osing those gaps.

| al so passed out a one-page
sunmary of how the drill went. You can take
a look at that and we'll be providing sone
addi ti onal resources around that going forward
and hope to continue to drill that until we
make this a very finely-tuned, snoothly
operating process for a conpany that finds
thenselves in a distressful situation and
needs the help of resources fromtheir
col | eagues.

Wth that, | can open it up for
qguestions and concerns, | know | ran through
that relatively quickly, but I understand we
are a little bit behind on tine, and you do
have the handouts so you can read nore detail
I f you w sh

CHAI R HONORABLE: Thank you, Sue.
W were trying to be mndful of the fact that
sone of you mght want to actually have | unch

before the afternoon session. Thank you. And
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t hank you for the handouts also. It's
interesting, too, the synergi es around peer-
to-peer review. Linda and | were just

di scussing the fact that nmaybe that's

sonmet hing states could do. W do it
informally. W're always taking a | ook at
states like Virginia, Washington. Wat works
well for them what could work well for us.
And clearly Arkansas is also an exanple in
some regard.

(Laughter.)

CHAI R HONCRABLE: But with that,
why don't we open it up for any
guesti ons/ comments of Sue.

M5. DAUGHERTY: | have a really
qui ck conment .

CHAI R HONORABLE: They're very

hungry | think, Sue.

Li nda?

MEMBER FLECK: | can hear the
grunbl i ng.

M5. DAUGHERTY: 1'Il be super
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qui ck. Sonething | found very interesting
anongst all the presentations is that everyone
t al ked about public awareness, pushing

i nformati on out, educating the public,
different areas and efforts. But what | think
woul d be really intriguing is how many of

t hose conpani es al so are seeking informtion,
trying to figure out what are you concerned
about and how do we address it. And we'l]|
talk a little bit nore about it in performance
nmeasures later on. So what do people want to
know?

MEMBER FLECK: | think that's a
really great question. | know when | was
listening to Carl's presentation, in ny mnd
["'mthinking the public wants to be nore
engaged. |It's hard to engage the public.
There needs to be sone better ways to do it.
W're able to engage wth energency
responders, city and town officials, police
departnents, fire departnents. W can do

that. W have, you know, regional neetings.
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We bring everybody together. W tal k about

I ssues of concern. There's great information
gat heri ng.

But the public, the non-affiliated
public, you know, the honeowners and the
abutters, very, very hard to reach them ot her
than mailings and, you know, advertisenents in
the newspaper and things like that. You don't
get to have a two-way conversation. |It's a
one-way conversation. And we as an industry
need to figure out how to get the need back
into our planning better. So if anybody has
i deas, |'mhappy to listen to that.

CHAI R HONORABLE: Wl |, anyone
el se?

Rich, with your permssion, |'m
not sure if Jeff visited with you, could we
take yours immedi ately after |unch?

MEMBER WORSI NGER:  Absol utel y.

CHAI R HONORABLE: Ckay. Thank you
for being flexible.

And we've also visited with sone
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ot hers, Linda and others who are reporting
just to ensure that we can get you out of here
by 5:00. So we'll try to condense sone of the
reports where we are able to.

So it's about 10 after 12:00. Wy
don't we recess for lunch until 1:30? And
that way you'll have enough tinme to either go
downstairs or go sonmewhere very close. So
we'l |l be adjourned for lunch until 1:30.

(Wher eupon, the hearing was
recessed at 12:10 p.m to reconvene at 1:30

p.m this sane day.)
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AF-T-EEFRNOON S-E-SSI-ON

1:34 p. m

MR, WESE: Ckay. Thanks
everybody. Wl cone back. | think |I'm going
to turn it back over. W' ve sw tched.

Col ette has gone off to give a presentation

| ater today, so we've switched noderators, as
| cautioned you up front. And as soon as |
hand the reigns over to Massoud, |'Il do

what ever he says.

(Laughter.)

MR. WESE: So until | hand those
over to him it's my ball. Actually, Rich
Worsinger is comng up next to talk to us, and
then we're going to shift to the afternoon's
agenda. | think we can nmake up the tine.
We're good, so don't worry about it. W'l|
still get you out of here on tine.

So with that, Massoud, |'Ill turn
to you.

ACTI NG CHAI R TAHAMTANI : Wl |,

t hank you, Jeff. M goal is to get you al
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out of here by 7:00 tonight.

(Laughter.)

ACTI NG CHAI R TAHAMTANI :  So ask
all the questions you have and take your tine
gi ving your presentation.

So with that, we'll just turn it
over to you.

MEMBER WORSI NGER:  Thank you, M.
Chairman. | just learned ny 7:00 flight was
del ayed until 7:45, so | can add another 45
m nutes. Wn't affect ne.

(Laughter.)

MEMBER WORSINGER: Hi, I'mRich
Worsinger wwth Gas Commttee. |'mthe
director or utilities for the Gty of Rocky
Mount in North Carolina and represent the
Anerican Public Gas Associ ation.

APCGA is the national trade
associ ation for publicly-owned natural gas
systens. Public gas systens are the non-
profit utilities that are owned by the

custoners they serve. There are approxi mately
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1, 000 publicly-owned distribution systens in
the U S., and we serve about 5 mllion
custoners. There are about 200 | believe that
are AGA nenbers. APGA represents 1,000
nmenbers, but they're nuch, much smaller. And
i f you do the math, that cones out to about
5,000 custoners per utility.

As | nmentioned, I'mwith the Gty
of Rocky Mount. Rocky Munt serves about
17,000 gas custoners and we have 20 enpl oyees
in our gas division. By nunber of custoners
Rocky Mount is the 43rd | argest nuni ci pal
public gas system which puts us in the top
five percent of nunicipal gas systens. That
nmeans 95 percent of public gas systens are
smal | er than Rocky Mount. So our Engineering
and Co- Conpli ance Departnent consists of one
engi neer. And nost nunici pal systens they
don't even have an engi neer. They al so can't
afford to have an engi neer or a conpliance
speci al i st.

Most public gas systens are al so
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much sinpler systens than interstate pipelines
or large LDCs. Few, if any, public systens
have what we woul d consi der, what you woul d
consider a real control roomor controllers.
Typically the gas free flows fromthe
transm ssion systemto the custonmer with no
human intervention. System pressures are
typically nmuch | ower than that of a bicycle
tire and our pipes are nuch smaller than
transm ssi on

| provide this as a background
because APGA's priorities and positions on
pi peline safety issues are often driven by the
significant differences in the |evel of risk
and the resources available to a small gas
di stribution operator conpared to |arge
interstate oil and gas transm ssi on conpani es,
or even |large investor-owned distribution
oper at or s.

APCGA | i kes to rem nd PHMSA t hat
the rules apply to the many small systens as

well as to the big LDCs. And, Jeff, | know
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you try to keep that in your mnd. Please
just that rem nder to keep these rules into
account and the inpact it has on the smal
systens. Wth that being said, still our
priority, our highest priority is the safe and
reliable delivery of affordable natural gas at
just and reasonable rates to our custoners who
are our owners

|"d like to tal k about a
recognition program This is the first year
of it and we call it SOAR, which stand for
System Operati onal Achi evenent Recogniti on.
The goal of SOAR is to recognize public gas
systens that are | eaders in the safe and
efficient operation of public gas systens. W
eval uate their systens in four areas: system
integrity, enployee safety, system i nprovenent
and work force devel opnent. Systemintegrity
and system i nprovenent include may of the
basic el enents of the Public Safety Managenent
St andard and has the sanme purpose as PSMs.

It's to encourage operators to adopt effective
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saf ety managenent prograns. W believe that
seeing other systens wn the SOAR recognition
w Il encourage all public gas systens to

enul ate the | eaders and go beyond j ust
conplying with the regul ati ons.

Next |1'd like to tal k about
integrity verification. On specific pipeline
safety issues APGA is very concerned about
integrity verification. Although only about
five percent of APGA nenbers have transm ssion
lines, and nost of those |ines are of nuch
smal | er dianeter and | ower pressure than real
transm ssion lines, all of our nenbers get
their gas frominterstate transm ssion
operators. Mst have only one pipeline
supplier and only one gate state serving that
entire distribution system

Sone of the integrity verification
proposal s could be very expensive to the
transm ssi on pipeline operators, and of course
they're going to pass those costs along to the

di stribution systens they serve and their
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custoners. Sone of the integrity verification
proposals could require shutting down

pi pelines for testing that could interrupt
service to the downstreamdi stribution

syst ens.

Because APGA nenbers are custoner-
owned, we are very concerned about any rule
that affects the safety, reliability and the
cost of providing gas to our custoners, so
we'll be closely watching the | VP Rules as
they continue to be devel oped.

PHVBA recently asked for comments
on going away fromcl ass | ocation and
regul ating transm ssion based on integrity
managenent and the HCA concept. W feel this
woul d be a great opportunity for PHVSA to
revisit the definition of transm ssion. The
current definition of transm ssion includes a
ri sk-based criteria; anything over 20 percent
SMYS, but it also includes a functional
criteria that any line froma storage facility

to a distribution center is transm ssion
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regardl ess of operating pressure or stress
level. 1 wish Don Stursma was here as he
could attest that there are many small | ow
stress lines classified in transm ssion back
in lowa and just because they run froma
transmssion line to a town they're classified
as transm ssi on.

Back in 1970, when the rules first
took effect being classified a transm ssion
line really didn't have a big inpact on our
nmenbers because all it really required was
nore frequent patrolling and ot her
I nspections. But nowwith integrity
managenent in effect and other rules on the
hori zon, being classified as transm ssion w ||
have significant costs that will have little
or no safety benefit for the types of |ines
t hat our APGA nenbers operate. APGA urges
PHVSA to use this opportunity to create sone
m ddl e-ground definition for these types of
transm ssion |ines.

Next 1'd i ke to tal k about excess
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flow valves. W're very interested in the
rul emaki ng expandi ng the excess flow val ve
mandate to nmulti-famly residential and
comrercial custoners. |Installing EFVs on
single residential services has worked very
well and it's been relatively problemfree.
However, occasionally we do have a custoner
t hat adds a hi gh-demand appliance |ike a gas-
fired generator or a tank-less water heater
and don't notify us, and the EFV is not sized
for that additional |oad and of course when
t hat appliance operates, the EFV cl oses.

And | just want to pause for a
second here to point out what that neans.
That EFV cl oses. That neans that custoner
then, that individual custoner is wthout gas.
That nmeans the LDC has to go out there and
excavate where that excess flow valve is at
the main. |Is this an energency? That neans
you can not wait the two or three days for the
Call Before You Dig Rules? Probably not. But

that neans that custoner is w thout gas for
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those two to three days. That's why it's so
i nportant to nake sure we get this rule right
so that we don't interrupt the gas supply
unnecessarily to those individual custoners.
We're going to be interested to see how this
proposed rul e addresses sizing the EFVs for
comrerci al | oads considering how t hey change
much nore frequently.

Picture the strip mall that has a
shoe store and the only gas | oad they have is
maybe a hot water heater. They don't do well.
Go out of business. The EFV of course was
sized for just that hot water heater. They go
out of business and the next thing that cones
in is maybe a Chinese restaurant that has gas-
fired woks, use a | ot of gas. That EFV was
not sized for that load. They're going to go
fire up their kitchen equipnent and that's
going to shut down the gas supply to that
cust oner.

Next 1'd like to tal k about PSMS.

W are also closely follow ng the devel opnent
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of the Pipeline Safety Managenent System

recommended practice. W understand that it
IS just a recomended practice, and we've been
assured by PHVSA's | eaders that they wll
never make it mandatory, but we have to assune
that eventually it will be nmade mandatory, and
i f not by PHVBA, then maybe by i ndivi dual
states. Managi ng safety at a nunicipal gas
system | i ke Rocky Mount where everyone worKks
out of the sane building does not require the
sanme level of formality as managi ng safety in
an interstate pipeline or even a | arge LDC.

As | stated at our August Advisory
Commttee neeting, APGA felt our concerns were
not being given due consideration, but |I'm
pl eased with the changes the working group has
made since August and |'d like to thank Ron
McCl ain and the other working group nenbers
for listening and addressi ng our concerns.

Next I'd like to shift gears and
tal k about the Security Integrity Foundati on.

Back in 2005 APGA fornmed the Security and
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Integrity Foundation to assist small gas

di stribution operators to conply with the

i ncreasing federal regulation. As | nentioned
earlier, interstate pipelines or |arge LDCs
have the technical staff to address
conpliance. Small public gas systens do not.

We thank PHVBA for supporting SIF
financially through the cooperative agreenents
and through PHVMBA' s staff serving on the
vari ous advisory groups. W'd also like to
thank the various state regulators for their
support and service on the SIF board and the
vari ous advi sory groups.

SIF continues to provi de operator
gqualification training and our evaluation to
many small utilities and master neter
operators who otherwi se couldn't afford the
time and noney to send personnel to off-site
training. This training has been provided
regionally across the country and at mni na
cost to the operators. To date SIF has

qualified nearly 5,000 enpl oyees of snmall gas
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systens. The SIF plans to continue offering
the OQ training regionally to assist the snal
oper at or s.

To assist snmall operators in
conplying with Distribution Integrity
Managenent Program requi renents a program
call ed SHRI MP was devel oped. SHRI MP st ands
for Sinple Handy R sk-Based Integrity
Managenent Pl an, and sure nost of you are
famliar with it. Over 1,600 systens have
used SHRI MP prograns to devel op their DI MP
prograns. This to nme is great because if
there are 1,000 public systens and there are
200 1 QUs, that neans there's another 400
master neter operators who is a group that's
typically difficult to get a hold of and work
wi th that have used SHRI VP.

We are conti nui ng upgradi ng SHRI MP
as new information conmes out on high-risk
materials and the SIF is currently devel opi ng
smart phone and tabl et apps to docunent the

I nstallation, inspection, and naintenance
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activities, storing the data in the cloud and
allowi ng users to view the data on Googl e
Maps.

Many nuni ci pal systens, especially
the smal |l er ones, do not have 3 S systens or
conputer record keeping systens. As |'msure
you can i1 magi ne, extensive geographi c nodels
are not needed for systens with a few hundred
or even a few thousand custoners. W believe
the smart phone apps that SIF is devel opi ng
will give these smaller LDCs the advantage of
G S at a fraction of the cost.

And last 1'd like to tal k about
the Carolinas Public Gas Association. Back
home in North Carolina we've been quite busy
also. M good friend Tormy MIler and
recogni zed that North and South Carolina were
the only states in the Sout heast that did not
have a gas association. Tommy heads up the
Departnent of Public Uilities for Orangeburg,
South Carolina is a fornmer chairman of APGA

W worked with the other public gas systens in
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North and South Carolina and in October 2012

we fornmed the Carolinas Public Gas
Association. Its nenbers are the 22 publicly-
owned natural gas systens in North and South
Carol i na.

Carolina Public Gas Association's
purpose is sinple: to enhance the perfornance,
safety, conpetitiveness and public awareness
of our nenbers, and we'll be hol di ng our
spring board neeting in a few short weeks.

Qur agenda includes an update fromour state
regul ators, Vernon Gainey for South Carolina
and John Hall for North Carolina, as well as
an update fromour Operator's Conmttee on
coordi nation of conpliance and training anong
our associ ati on nmenbers.

That, M. Chairnman, concludes ny
present ati on.

ACTI NG CHAI R TAHAMTANI :  Thank
you, Rich. Any questions on the presentation?

Ron?

MEMBER McCLAI N Just a brief
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comrent. Thank you for recognizing the team
was responsive to snmall operators. You know,

I think every stakehol der had their say and we
tried to integrate changes into the docunent.

| don't know that we every gai ned agreenent
that it would never be a nmandat ory docunent.

I mean, never is along tinme. | think the
team feels that even wth a short docunent it
requires a pretty massive culture change at
times. And so there will be time for industry

to figure out what the docunent neans. How do

| conply?

And wi th continuous inprovenent,
you know, you're on a journey. It's not are
you here or there. 1It's where are you on the

journey. And even wthin a conpany, certain
facilities may be at a different places on the
journey. So | do think we've tried to really
make it flexible, scalable, suitable for
people wth evol ved systens and starting from
scratch.

| hope operators will enbrace SMS
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W t hout regul atory reference, but | don't know
that we ever secured a promse that it would
never be referenced in code. But it would be
good | think to have operators enbrace it.

And if you claimto be conpliant wth it,
there's a lot of "shalls" in the docunent.

ACTI NG CHAI R TAHAMTANI :  Thank
you, Ron. Andy?

MEMBER DRAKE: 1'Ill defer to Jeff
because his comment nay be in response to
Ron's. And then I'Il follow up.

MR WESE: Wll, and | just want
to second a little bit of that, but | also
want to say that | think all parties adjusted
their positions while were together, including
APGA.

So one thing | encourage you to do
is listen tonorrow to a gentleman who's goi ng
to be presenting to us, Armando Martinez. He
is fromMam Air. |It's a very small airline.
He's a real passionate advocate on safety

managenent systens. He nakes a really good
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case for how it makes noney for him you know?
And he said it's not about just conplying with
regulations. | would tell you that in the SM5
debate | hope we will eventually convince
everyone that it's about you shouldn't have to
be made to do things, you know? It's really
we Wil try to show you enough evi dence of why
It can be positive for you and why it can work
to your advantage, protecting the public at
the sane tine it helps the conpany maintain
its operational reliability, you know, help
their bottomline. So | do hope to convince
you guys.

As to the matter of whether it
becones a requirenent or not, | nean, we
debated that back and forth for a very |ong
time and | don't think anyone's nmade up their
mnd on it, and it nmay or may not be.

Wait for this afternoon. W have
sone panelists comng in that have required
saf ety managenent systens. But | think Ron

wants to counteract all that antidote, but --
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MEMBER McCLAIN:  Well, we do think

there's a great prize in inproved safety and
I ndustry performance if people wll enbrace
and follow these principles. So, and | do
think there's a bottomline benefit for
conpani es and certainly our conpany has seen
that as we've enbraced sonme -- we call it an
operations managenent system and maybe touch
on that tonorrow

MEMBER WORSI NGER:  And now | et ne
just respond to that, that APGA and its
menbers al so enbrace safety and we're | ooki ng
and agai n appreciate the changes that were
recogni zed in the process.

| just want to again point out,
Rocky Mount, we have 20 enpl oyees. W have
two gas crews, two supervisors, two workers.
That's six people. Every norning they sit at
the picnic table that's in the gas shed and
tal k about what job they're going to. And at
the end of the day that's where they end up.

Communi cati on anongst that small group -- and
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there are smaller groups out there al so where
you only have two or three enpl oyees in the
entire gas division or utility. Comunicating
to them vyou don't need to put a bureaucratic
process in place.

We just need to have that sane
goal and let us work with you to see how t hat
goal is best reached by the snmall operators.
We t hought one way to do it is through our
System Operati onal Achi evenent Recognition
Awar d, which has many of the sane el enents.

ACTI NG CHAI R TAHAMTANI :  Andy, |
| ost control over the neeting for just a
couple mnutes there. That's not going to
happen again. You're next.

(Laughter.)

MEMBER DRAKE: | amquite
confident that you have not |ost control.

(Laughter.)

MEMBER DRAKE: This is Andy Drake
wth the Gas Commttee. | just wanted to take

a nonent to kind of back away and | ook at all
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the presentations for a mnute and pick up on
sonething | think that Ron has pointed to
here, and that is, you know, zero is a commobn
goal. | think everybody's sharing that.
That's good. W're all in here and we all
share that. | haven't heard anybody say
anything different than that. | think that's
good alignnent. You know, | think it's going
to take our collective and coordinated efforts
to achi eve that.

To nme the other thing that |'m
hearing is this is a long and chal |l engi ng
road. We're not going to get to zero tonight.
We're not going to fix everything everywhere
all the tine right away. W've got to nake
sone really good choices, sone inforned
choi ces and set sone priorities that we all
understand and can communi cate to all the
st akehol ders why those choi ces were nmade and
that we're all on sync that those are the
| ogi cal next tranche of things to be doing.

| think it's a deliberate process
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around safety managenent systens. | think
there's a lot of common elenents in there.
That conversation on safety managenent systens
--and | think this is the point | want to
bring up to this Commttee: To date | think
the conversation in the safety nanagenent
systens has been focused on how operators wll
use safety managenent systens. That's
appropri ate.
| mean, you know, we operate the

assets. We're touching them physically.
That's very, very inportant. W' ve been using
managenent systens for years. You know, we're
actively participating on the Commttee. |
think it's done a great job of clarifying and
getting sone continuity across a broad base.
W see it as actually a conpetitive advant age
for us. That's why we enbrace it. You know,
we do it better, faster, smarter than those
around us, nore deliberate, nore intentional.
It's just good business. And | think that's

what's com ng out of this.
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But | think the thing that's

striking nme here is, Tim you nentioned
earlier that there's a process that we use.
And | think the interesting thing that | want
to dissect for a mnute is who is we? And
think a lot of the context is we, the
operators, use. And | think I'd like to
chall enge this group, the we needs to be this
group also. It should be a both/and

pr oposi tion.

The wei ght of using SMS protocols
on how to advance safety and get to zero can't
rest conpletely on the operators, because
that's how you get dislocations where the
public feels left out of the deal. And the
regul ators have a different agenda. And all
of a sudden we cone colliding together and
everybody's got all these different priorities
and we're all riding different horses in
different directions. And guess what, all the
public gets out of it is you guys |look |ike

chaos. | nean, this doesn't nmke any sense to
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us. And it didn't feel |ike we were a part of
the train ride anyway.

And | think this Commttee
provi des a uni que venue where all the
st akehol ders are brought together. And |
think that deliberate venue that you' ve
created here should help arrest sone of the
concerns about coziness. There is a need for
all the stakeholders to be together and naybe
sone conversation with the public about this
process and how it works, and why it was
formed, and how that's shaped, but there is a
process that this group uses to eval uate
intentionally the risks on the deck to set
those priorities to make sure we're in sync so
t hat when we go back to our collective
st akehol ders, we may not be in agreenent, but
at | east we understand why. Wiy were these
choi ces nmade?

And | think that hel ps bind us
together. \Wien we | ook at other industries as

we were | ooking at safety managenent systens
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In other industries, you see that it didn't
just fall to the operators of the airlines.
It didn't just fall to the operators of the
hospitals. It didn't just fall to the

chem cal manufacturers. They had a role to
pl ay, but there was a collective industry
effort that was coordi nated and synchroni zed
to advance to zero as a bigger group.

And | think that both/and
proposition is kind of what |1'd just like to
float out to this group, is you' re sort of
al nost there, you know? W're here. W're
tal ki ng about netrics. W're kind of talking
about the right things. But then we go apart.
We never really close the deal intentionally
on what are the priorities? Wat's the plan?
Wiy are we naking these trades and choi ces?
And getting sync about them And I think a
little bit nore deliberate effort by this
group to do that serves this getting to zero
effort on a bigger scale and it hel ps even the

operators kind of synchronize their plans as
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they get back into their role of marshaling
SM5 wthin their conpani es.

| just wanted to float that out
there, just kind of an observation. | think
it's very tinely comng into tonorrow s
conversation, but | don't want to hear it as
suppl anting the goals and directions of SMs.
It's nore of an augnenting. | think it's a
bot h/ and, not an either/or. Thanks.

ACTI NG CHAI R TAHAMTANI :  (Good.
Back to Rich. You said sonething, Rich, about
when the EFV is activated and you need to go
digit up to findit. Then you'll have to
call and wait three days. |If in your state
that's not considered an energency ticket,
then there's sonething wong. Essenti al
public service is discontinued to a house, you
need to be able to dig it up in three hours.
Just a comment.

Al right. W're caught up with
the agenda. It's about lunch tinme, but you' ve

had your |unch
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(Laughter.)

ACTI NG CHAI R TAHAMIANI :  Move onto
the next item which is M. Mwyberry. And
he's going to give us a briefing on all the
things that PHMSA and hi m have to put up with
from NITSB, O G GAO congressional people. |
feel sorry for both of you.

MR. MAYBERRY: Yes, thank you.

ACTI NG CHAIR TAHAMTANI :  So with
that, go ahead.

MR. MAYBERRY: Appreciate the
condol ences, M. Chairman, and it shoul dn't
take nore than about an hour, hour-and-a-half,
I think, max, top end.

(Laughter.)

MR, MAYBERRY: But, no, I'm
actually going to try to shave sone tine off
the 15 mnutes | have. And just to let you
know, just to clarify, when you ask ne how |'m
doi ng on what's going on, when | say, oh, not
much, you know, don't take that too seriously

t hough, because | think you'll see in the
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slides |'"'mgoing to go through here real
quickly there's a lot going on. There's a |ot
of good work being done by our staff with whom
" mvery appreciative. But, yes, we're not
standing still. That's the nessage here. And
| know many of you have been involved in sone
of these nmandates and dealing with the
recommendati ons that we have.

You know, there's a summary. |It's
t he congressional nmandates of which we have 48
NTSB recs, the OGrecs. And | think the GAO
recs | really don't go into, but for the
record I'll have this for your perusal at a
later tine.

| need to apologize. oing to
mandates, |'ve got a version here that's --
wel |, no, okay. That's an okay version. |
thought | had a different internally-tracked
version. | fooled nyself. But there is color
coding here. Geen neans good, conplete or on
track and yellow neans in progress. And then

red neans late or we're not going to neet the
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dat e.

First off, the ones in blue |I was
just going to summarize. The first one there
was Statutory Mandate No. 2, adm nistrative
enforcenent civil penalty. It's just the
general category. That was in section 2.
There are three of those that we have
satisfied already. This one in particul ar
under our admi nistrative section deals with
our new civil penalty authority.

Dr oppi ng down to the bottomthere.
And I'Il be glad to answer any questions you
have off-line or, you know, if we have tine at
the end. Section 5, that [ast one, | M
expansi on and cl assification replacenent. |
really won't go into that. W tal ked about
that yesterday and we have the work shop
comng up in April.

Again, with the | MP expansion
section 5, this one actually -- | didn't
really talk about it yesterday, but it deals

wi th | ooking at the seven-year reassessnent
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interval for gas and establishing standards
for exceeding that by six nonths. And we're
consi dering that for rul emaking.

Moving on to | eak detection.
That's one that's near and dear to a | ot of
people. Section 8, you know, if appropriate,
based on our study that we conpleted, you
know, that's right above there in section
8(a), draft reqgulations that deal wth |eak
detection, you know, regulations for |iquid
pi pelines. W have a rul emaking in progress
on that.

The second one on adm nistrative
enf orcenent down there, the other blue one,
section 10. that deals wth our 194
regul ation, the spill response and to actually
add | anguage that allows us to enforce that
section. That's conplete.

Moving on to -- like | said, there
are 48 of them The last, the third of the
adm ni strative ones dealt with the devel op the

presiding official, which we've stood that up
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to change how our due process is handl ed and
havi ng one dedi cated person to being a
presiding official. And that's been
i npl enented for a tine now.

Gathering lines. W have a
report. Section 21 required us to wite a
report. We've finished that report. It's in
concurrence, and that's going to be shipped to
the HIl after it gets through our internal
concurrence process.

You know, basically that wanted us
to |l ook at the sufficiency of current
regul ations, to | ook at exenptions and | ook at
the econom c inpacts of pulling gathering
lines into regulations. And we do have a
report on that one. [It's in concurrence.

Let's see. Lastly, just our R&D
report that we transmt to Congress every two
years. That's been conpleted. And that just
di scusses the results of our R&D programthat
we do as sort of an accountability report to

the Congress that is currently -- it's been
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witten. It's just in our final concurrence
process.

Now noving on to the NTSB. W
have a nunber of open recomendati ons. Many
of themyou're quite famliar with, but there
are sone ol der ones | just wanted to
hi ghlight. The 04-1, that actually cane out
of the Cohasset failure a nunber of years ago,
back in 2004. It had to do wth putting pipe
into service that couldn't be verified that it
was transported in accordance with the API
standard. They want us to renove that
exenption. That's in the Gas Rule and we' ve
got that in a proposed rule, but NTSB is going
to wait until that rule is final, until we get
cl osure on that.

Same with the second one that cane
out in the sane failure. It was related to
truck transportation and the devel opnent of a
standard, which has been developed. |[It's part
of our incorporation by reference rul emaking

busi ness, so that one's still open but
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acceptable. But we're planning to incorporate
that by reference.

And then com ng out of the top one
there, out of the Carm chael, M ssissipp
failure, had to do with performng a seam
study and inplenenting the results of that
study. Just to put it sinply, we've had two
phases. W conpl eted phase one. W just
started phase two a little bit ago. That's a
study that's costing us a little over $4
mllion. That's probably one of the nore
expensi ve R&D projects we've done. | don't
know of any that are higher. Just stay tuned
on phase two. But that one renai ns open,
accept abl e.

Then down there at the bottom 11-
8, has to do with operators providing system
specific information to energency response
agencies. As many of you know, we stood up a
Publ i c Awareness Wrking G oup and al so an
Emer gency Response Working Goup. W're going

to l ook at the results of those groups to
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devel op our action plan going forward, whether
or not there wll be rul emaking invol ved, or
an alternative action that wll hopefully
address that reconmmendation there. | know
we've got many fromindustry and the public
involved in that initiative.

And then 11-9 related to control

room This also, |like the one before that,
came out of the Marshall, Mchigan spill. And
this requires -- I'msorry, this one cane out

of the, sorry, San Bruno, requiring control
roomoperators to call 911. And we have
rul emaking on this that we hope to propose.
We did issue an advisory bulletin that we
hoped that would deal with this, but NTSB was
| ooking for a little bit nore substantive
requi renents, so we're looking to address it
possi bly through regulation to deal with that.
Then 11-10, al so out of San Bruno,
related to control roons. This has to do with
| eak detection on control roonms. And we have

an R&D project underway with that right now
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that remai ns open, acceptable.

"' m summari zing these, so if you
have any questions, please feel free to chine
in. And then 11-11 -- yes?

MEMBER KUPREW CZ: Coul d you go
back to -- yes, to 01. So where do we stand
on the first phase? You guys have got the
report. Has it been nade public?

MR. MAYBERRY: W' ve got the
report. It's public.

MEMBER KUPREW CZ: Ckay. Yes.

MR, MAYBERRY: And then we're in
phase 2 right now.

ACTI NG CHAI R TAHAMTANI : Al an, | et
nme ask a question, too. You have a | ot of
these things that are open, acceptable
response, recommend cl osure, but not cl osed
yet. Are you just waiting for NITSB to cl ose
it?

MR MAYBERRY: W tried. Yes, we
sent a letter to NTSB last April with the

status of all these, and we were | ooking to
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possi bly get closure on these based on the
action to date. Rulemaking is in progress,
for instance, for the truck standard. |ssuing
an advisory bulletin about calling 911. But
they really want to see final rules. Because
It wasn't a "should," it was "require." And,
you know, there's no in between on that in the
advisory bulletin. W don't regulate, as we
know, by advisory bulletin.

Ckay. | did 11. And 11-16,
assist the California CPUC in conducting a
conpressive audit. W have done that. W
were hoping to get closure on that as well.
We probably woul d have, but the CPUC al so has
the counterpart to this recomendation that's
still open with them So when they get
closure for that, we will hopefully be okay to
get closure on this one.

We've spent a lot of tine in
California on a nunber of issues. | know we
had our state audit this year and had actually

an enhanced audit and spent just a good bit of
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time there. Lot of good work that's been done
t here, too.

12-6. This cane out of the
Marshal |, M chigan incident and this has to do
Wi th issuing an advisory bulletin describing
the circunstances and the deficiencies we
observed related to that incident there. And,
specifically, this one relates to integrity
managenent. There's another one |'Il talk
about in a mnute that's also an advi sory
bull etin. That one has been witten. It's in
final concurrence.

Then 12-9 also fromthat -- |I'm
sorry. | was dropping down to 12-10, the
ot her advisory bulletin we issued on January
28th. And this is related to spill response
plans. It was to advise operators to -- first
of f, of the circunstances around the incident
in Marshall and then to |ook at their facility
response plan and update the plan as
necessary. So that was that one.

And then related to the O G we've
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actually, on this, actually of the nine
recommendati ons that were issued after the
hazardous liquid audit, there are three that
are open. Just one here for particul ar
Interest is update the I Mrequirenents,
mandat e for baseline and recurring assessnents
for non-line pipe facilities. So we're

| ooking at that right now as far as with the
cost benefit analysis. Again, that's non-1line
pipe facilities.

That's one of the issues they had
noted is, you know, we do a pretty good job
related to line pipe, but they had noticed,
and sonme of us have discussed in this room
ki nd of an uptick in our spills in non-pipe
facilities. So that was what they were
| ooking for us to do there, again under
assessnent .

And really we have sone responses
to the GAO that we're responding to
recomrendations there. They're in

concurrence, but | really didn't target those
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to really go over, because there's really not

much to say about those. Wth that, | think

hopefully | nmade up a little bit of tine.
ACTI NG CHAI R TAHAMIANI :  Any

questions for Alan? Any comments?

MR WESE: | have a question for
Al an.

ACTI NG CHAI R TAHAMTANI : Go ahead.

MR WESE: Were are you, Al an
on that -- no.

(Laughter.)

MR, WESE: Just for the
Commttee's benefit, and particularly for
newer nmenbers, |1'd like to point out that,
prior to Deep Water Horizon, we had conpl et ed
al nost all statutory mandates, we had no GAO
or | G open recomendati ons, and we had six
NTSB recomendati ons, all of which were
successfully underway. And the NTSB was
happy. So apparently things were working
really well at that point, and they went

downhi |l for the better part of a year. And
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| just point this out to say, this is what

happens in re-authorization, when you have a
spate of accidents right before the hearings.
And so it's not that we woul dn't
have worked on a | ot of these things anyway,
you know, but as Rick is constantly rem ndi ng
me, and | do fully agree and understand, you
know, these becone priorities. | nean, you
have to take care of them That's all there
is toit. There's a lot of other inportant
wor k, you know, that doesn't happen because
these -- but they have to be taken care of.

So | just wanted to give you sone

assurance that we'll provide you -- you know,
so you'll have the materials yourself to | ook
at later, because that was -- Alan had to do

it in whirlwind fashion here. But, you know,
we're set on trying to clear up that record
again before re-authorization. It wll be a
bit of a challenge for reasons nmaybe Caneron
will go into in his next presentation. So

t hanks.
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ACTI NG CHAI R TAHAMTANI :  Thank

you, Jeff.

The next presentation is by
Caneron on PHVSA's regul atory agenda. And
next to Cheryl, we appreciate everything that
Caneron's done supporting the Commttee the
| ast coupl e days.

MR SATTERTHWAI TE: Oh, no, not a
problem Thank you. Cameron, Regul ations
Ofice. This presentation is pretty close to
the presentation that was done in Decenber
and we'll just kind of go through it.

A lot of what the adm nistrator
spoke about earlier is really caught in this
slide. This happens to our rules, as far as
significant rules versus non-significant rules
and so forth. The majority of our rules are
significant at this tinme, and as a result they
have to go through a little nore scrutiny, as
t hey have to go through not only our office,
but they have to go up to OST and OMB before

getting out to the Federal Register. And as
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Cynthia said earlier, it's supposed to be
estimated about a nonth in OST, three nonths
in OVB, but sonetines things don't happen |ike
you intend for themor they plan for, for a
variety of reasons. For our rules that are
not significant, normally just goes straight
fromPHVBA right to the Federal Register. And
it's been a long tine since we've seen that.

The determ nation of what is
significant versus non-significant is not nade
by PHVSA. So basically it is made by OMVB.
And, at this point, we pretty nuch issue what
we believe it to be and we try to give
supporting evidence behind that, but at the
end of the day they nake that determ nation.

|"mjust going to go through a
couple rules. As was noted earlier, Haz
Li quid Rul e has di sappeared for quite a while
and it is out of our office. You know,
hopefully it wll conme al ong soon.

(Laughter.)

MR. SATTERTHWAI TE: The Gas Rul e.
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As Cynthia tal ked about, she's in the process

of review ng that before it goes up to OST and
the OVMB process, so that is in progress right
now. And of course it will be dealing with
expansi on of | M beyond HCAs, assessnent

nmet hods, val ve spacing and so forth. The
integrity verification process is on a
different slide, but basically we nmay be
considering that in the sane rule.

The Excavati on Damage Provi sion
Rule is also past our office and into the
OST/ OMB cycle. And of course you all voted on
that about in Decenber of 2012. So it is in
t he process.

M scel | aneous Rule as well, which
was voted on back in 2012. It's out of our
office and it also is in the OST/OVB process.
And that we're going to be addressing, you
know, | eak surveys and et hanol regqul ations,
pi pe transportation, things such as that.

EFVs as well is out of our office

and is in the OST/OMB process at this point in
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time. And of course we're | ooking at going

beyond single-famly residences, and getting
into nulti-famly residences, and commerci al
bui | di ngs, and so forth. So hopefully, you

know, when that publishes sonetine, sonetine
soon hopefully, we'll definitely welcone the
di scussion that wll result.

St andards Update Rul e, which was
voted upon at the last neeting, back in
Decenber, and we just finished wapping up.
We'||l get started on drafting that final rule.
So of course that's still w thin PHVSA

This is the Operations and
Qualifications Cost Recovery, aka
M scel | aneous 2 Rule. And that one is also in
devel opnent, in the | ater stages of
devel opnment within PHVBA at this point. And
then that we plan on addressing incident
reporting, cost recovery and getting into the
renewal process for special permts.

Plastic Pipe Rule. You know, that

Is in the mddle stages of devel opnent and
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we're basically looking at getting into,
aut hori zing the use of PA12 within the
regul ati ons and al so getting into design
factors and tracking and traceability and so
forth.

Also we're starting work on the
Rupture Detection and Valve Rule. O course
that was based on, you know, a coupl e of
mandat es that were nentioned earlier, and of
course refers to the reports and GAO, portions
of that were part of that as well.

And that's it. That's all | have.
So, back to you, M. Chairman.

ACTI NG CHAI R TAHAMTANI :  Thank
you, Caneron

Any questions for Caneron?

(No audi bl e response.)

ACTI NG CHAI R TAHAMTANI :  Anybody
who i s awake?

MR SATTERTHWAI TE: |' m not taking
any -- no, |I'mjust --

(Laughter.)
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ACTI NG CHAI R TAHAMITANI :  Caner on

Al right. You have a question?

MEMBER DENTON: Todd Dent on
Li qui ds. Never thought | would say this, but
you know, | think we support getting these
out. You know, we don't know, we may not
necessarily agree wth everything that cones
out, but uncertainty doesn't help anyone. And
I know you guys are doing everything you can,
but we do support getting these out as quickly
as we can.

ACTI NG CHAI R TAHAMTANI :  Any ot her
comrents such as Todd's? That was very good.

MEMBER JOY: M chel e Joy, Liquids.
Al so support what Todd said. | also have a
guestion on, | think you called M scellaneous
2? There was a lot of big stuff in there. So
when do we expect to see that?

MR SATTERTHWAI TE: Well, for that
rule, right nowit's in the |ater stages of
goi ng through reviews, and wth PHVSBA

managenent at this point. So it's in the
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| ater stages of that. And right nowit's
probably going to be a significant rule, so it
w Il probably go into the OST and OVB | oop
That could be Iike one nonth in OST,
estimated, three nonths in OVB estimated. And
so it mght be a while.

MEMBER JOY: So this is just to
get the NPRM out ?

MR SATTERTHWAI TE: Yes, this is
just for the NPRM

MEMBER JOY: And there was no
ANPRM?

MR SATTERTHWAI TE: There was no
ANPRM for this rule.

MEMBER JOY: Ckay. So we'll just
watch with baited breath. Gkay. Thank you

MR SATTERTHWAI TE: No probl em

ACTI NG CHAI R TAHAMTANI :  Andy, you
had a comment ?

MEMBER DRAKE: Andy Drake with the
Gas Goup. 1'd just like to echo Todd's

point. | think it's an odd position for us to
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be in. And that was the essence of the
guestion to Cynthia earlier, is we are in a
pl ace where | think it's helpful to call the
constituents, particularly the public and the
| egislature, to see sone of their requirenents
nmet and sone rules that are tangi ble cone out
where they can see them

A lot of work has gone into it,
and | would hate to see our credibility
conprom sed after all this effort to get
basically no points on the score board. So we
are in the sane place, and we would like to
see those noved forward, at |least get into a
public place where we can have conversati ons
about themout |oud with everybody.

ACTI NG CHAI R TAHAMTANI :  Thank
you, Andy. Any other coments? Chad?

MEMBER ZAMARI N Thanks. Chad
Zamarin, Gas Commttee. Just a question. You
know, | appreciate there's a |ot of
transparency bei ng provi ded around the PHVSA

process, but we hear a | ot about things
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stalling at OMB. |Is there a way for us to
understand better their process? Should they
be com ng to these neetings and tal king to us,
so that they can understand the urgency and
support that we all have for noving these
things forward? |Is that a possibility?

(Laughter.)

MR WESE: You know, we'd be gl ad
torelay the Conmttee's request. | can't,
and | don't want to sit here and pin it on
OMB. | nean, the way |I'd like to phrase this
Is we are working about as hard as we can to
get all of those rules through. | do find it
odd when the industry asks for the
regulations. And | note the difference. You
say we're ready to have the conversation
right? So I get it. And | think you' ve all
been around the track a few tines and you know
happens in re-authorizati on.

So we'd be glad to relay, you
know, your concerns. And it's not necessarily

just, you know, at OMB. | nean, there is a
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bottl eneck in the system you know, and it
happens everywhere you go. | think we
delivered a huge rule to Cynthia on the Gas
Rul e and she's, you know, digesting every page
of it.

So, but I wll say this, so the
gas guys at least will hopefully back me up on
this, we were very transparent about the
devel opnment of all that stuff. You know, we
had a | ot of public dial ogue about these
things. | don't think there's any real
mystery to what we we're going to propose.

You know, how it ends up in the final, you
know, | can't say, but you know, you
understand, | think. W would really like to
get the conversation underway. But a |ot of
good work has been done by the PHVSA staff.
|'"d be remss if | didn't defend them and say
that they've worked really hard, you know, to
get stuff out.

So any rate, we'll nove it as fast

as we can. And | prom se you we're on that
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j ob. Thank you, though.

ACTI NG CHAI R TAHAMTANI : Al
right. Thank you very nuch. The next
presenters are Linda and Al an to speak about
performance netrics.

MR WESE: They've asked ne to do
a segue.

ACTI NG CHAI R TAHAMTANI :  Jeff's
going to sort of start the conversation.

MR WESE: So we're back, Carl.
We're going to tal k about performance netrics
now. So we've had a | ot of conversations, and
['"'mvery thankful for themwth Carl, but
we' ve also had a | ot of conversations wth all
facets really of the Advisory Conmttee. And
tal king about this, Sue was talking this
nor ni ng about the chall enge of performance
metrics. | think until you dive into it you
don't fully understand.

You know, | would say a couple
things. One is: there is no netric that's

definitive and gives all the answers. |t can
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| ead you to ask questions, but no netric by
itself, you know, is definitive. You know, a
conpany can have, you know, an unpredictable,
you know, extrenely |ow probability, high-
consequence event. And apparently the
performance is net, but they m ght have a
really long track record.

So here's what |1'd Iike to say,
and | know Andy for sure, and Rick, and a few
ot hers know t hat when we were doing integrity
managenent, renenber, well over a decade ago
we focused on performance netrics. So we have
had performance netrics on our Wb site for
wel | over a decade on this stuff.

I|"mgoing to spin through these
really fast, because | think the inportant
stuff is what's under devel opnent now. [|'m
here just to nake a point to you that we have
been focused on netrics for well over a
decade, but we haven't done a very good job of
serving themup to people. You' ve seen, with

all the work that we have, we tend to solve a
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problem put it up on the Wb site and then

nmove on to the next problem Right? And |
think we're going to try to do a little drop
back and | ook at that again real quickly.

But, for people who don't know
this, there is a ton of information on our Wb
site, anything fromaccident/incident to
infrastructure information. W were really
very early on in the transparency agenda
nmovi ng all of our enforcenent actions up onto
the Web. So, you know, Carl, you m ght, you
know, know other groups. |'mnot aware of
t hat many groups who are as aggressive on
enf orcenent transparency as we are.

Al of the integrity managenent
stuff is up there. You can get to this
aggregated nationally. You can get it at a
state level. You can get it broken down to
I ndi vi dual operators. There are raw data
whi ch you can download. |In fact, that's where
we started. | think, Carl, when | first got

to know you, you had to downl oad this huge
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Excel file, and we'd say good |uck. You know,
hope your Excel skills are better than ours,
and have at it.

Then we started putting up summary
tabl es and graphs. And | think | speak for
Alan and Linda in spades, when | say we were
very frustrated at the ability to analyze data
and get information out. There's tons of
data. Information is harder to cone by.

So I"'mjust going to do this
really quickly. On the |eft-hand side, you'l
see on our Web site, these are what the pages
are called. The kinds of information you get
for the hazardous |iquid, gas gathering, gas
transm ssion or gas distribution. Again, |
ki nd of nade the point earlier at a higher
| evel . You know, go on, you can find about
cast iron inventories in all the states, all
the federal enforcenent, al
accident/incidents sliced several different
ways on that.

Let's see, the other things that
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|'"ve mssed here. EFVs installed. | know you
can get leaks. W'Il|l be talking a | ot nore,
by the way, | think as we go forward about

met hane em ssion reduction. And so the |eak
data becones really inportant as we get into
t hat .

| think |'ve already covered those
two things. So, I'mgoing to serve it up to
nmy col | eagues here in just a second, but we
took an initial shot inside of the program
We're not Web designers, | will say. It nust
be obvious to all.

(Laughter.)

MR WESE: So but we try to do a
| ot of things ourselves. So we thought, hey,
why don't we organi ze the data better and neke
It easier for people to get at it. And this
was our initial shot. | had hoped to have
Jeannie Shiffer, who kind of runs a |l ot of the
medi a and external intergovernnental affairs
t hi ngs here, but she's in the Bakken right now

with a bunch of other people from PHVBA.  So
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Jeanni e woul d say, oh, that was dunb. She
didn't like what we did. And that's exactly
how she'd tell ne.

So she's got sone ideas and she
wanted ne to just throw them out for you, just
for coment. Feel free to comment. She's
much nore interested in a graphical
presentati on where you can cone in and say,
hey, what are you interested in? That yellow
box that's hard to see, it says U S. Are you
interested in the U S. data? Pick your state.
The table that conmes up to the next | have
expanded version of. |t would show you by --
I wll correct fiscal year. | don't think
many peopl e besides the U S. Governnent
operate in this whacked fiscal year basis that
we're in. But alot of ways of arraying data
for different kinds of operators.

So we're going to undertake an
effort wwth Jeannie's help to try to nake the
current data that we have nore useful to

people. | wll, you know, hasten add -- and
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here's by the way, she said for those of you
li ke Jeff who are not graphically-oriented,
here's a table you could use, you know, to get
at the sane kind of data.

So we'll make a better effort to
use what we have and nake it easier for you to
get to, but I think we really would wel cone
your ideas. Jeannie tends to |ook at what she
calls the Wb anal ytics. Wen peopl e cone
into the PHVSA Wb site, what are they
hitting? Wat are they | ooking for? She uses
that to drive it. And | think we have debated
that extensively wth her, and I'l|l say |
don't know if that's driven by current events,
you know, and how | ong of a period of tine are
you | ooking over, and all that. But we
wel come your thoughts on how to make the data
that we have nore readily available to people.
And | think we can do a better job of it.

| just want to close by saying
there is a scad of data out there. There's

not enough analysis. And | think you'll hear
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alittle bit nore about analysis as | hand it
over to ny coll eagues here. So, Al an?

MR, MAYBERRY: Thank you, Jeff.

Now, Jeff led you into, you know,
how we're | ooking to inprove the access to the
data that we currently collect, and really
devel op a one-stop-shop front end, if you
will, that makes it nore conveniently
accessi bl e. Because one of the conplaints
we' ve had, anong others, is that, you know, it
just takes too many clicks to find the data.
So hopefully that will address that.

Meanwhi l e, we've set up teans,
Li nda dealing with the Liquid Teamand |'m
| eading the effort wwth the Gas Team to
identify a few key netrics that really
represent the industry, the performance of the
I ndustry. Because, an exanple here is, you
know, currently -- and we've heard this
before, there's just a few netrics that we've
put out there that we, PHVSA, or others in the

I ndustry perhaps, use when we go and present
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to different groups on pipeline incidents,
pi peline incidents that have invol ved
fatalities or injuries.

In this case there are two that |
have identified under that first major bullet,
or the second one, the liquid pipeline
accidents with environnental inpact. Those
are two key netrics that we actually have
right now that are internal to PHVSA. They're
al so public, by the way, internal to DOT. And
that's how we're neasured, or one of the
nmeasures that we're rated against, as far as
t he performance of our job, if you wll. But
you know, those are only two neasures, and
it'"s really not reflective of the industry as
a whole. So we set off to stand up these two
teanms to identify 6 to 12 pipeline performance
measures that are reflective of the industry,
of the perfornance.

And this is a review, by the way.
We did provide an update. | think | provided

an update at the |ast neeting, shortly after
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we kicked off. And we had a little bit of a

hi ccup because | think one of our neetings
happened during the furlough. W had just

been furl oughed when the neeting was stood up.

And we have since had one neeting with the Gas

Commttee, and then have since had like a
coupl e of conference calls as well.

But anyway, the bottom bull et

there is kind of the punch line of what we're
trying to get out of our initial effort here

with standing up the teans. Now I'Ill turn it

over to Linda to talk about the Liquid Team

MS. DAUGHERTY: You know, |'m
going to back up for just a second. | want to
enphasi ze sonet hing that Al an nmentioned that
may need sone additional enphasis.

Those two bullets, the
accident/incidents resulting in fatality or
serious injury, and liquid pipeline accidents
wi th environnental inpact, you know, he
mentioned those are on our DOT score card, and

we're held responsi ble, our perfornmance. He
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means we're literally held responsible. Qur
performance apprai sals are dependent on

i nproving results on those two. So we have a
very personal interest. | know a | ot of
conpanies do that. W also do that in our
agency.

So the Liquid Team has a great
group. We've had a couple of discussions, and
our general approach is to start with
identifying the big questions. You know, Al an
mentioned that we're looking at 6 to 12
performance indicators, and our real goal is
to get these agreed to prior to re-
aut hori zation. And the reason why we need to
do this is because | can't tell you how many
conferences we have all been to where I'I| get
up, and I'll say this is what the data is and
this is what it tells about the pipeline
I nfrastructure.

And then Peter Lidiak or Andy wl|
get up and he'll say, no, no, no, that's not

quite right. This is what the data is and
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this is howthe infrastructure is doing. And
then Carl bl ows us both out of the water,
because he'll stand up just right off the bat
and he'll say you both are wong because here
Is the correct data and here's what it says.
And we oftentines use the sane data and cone
up with totally different results. And it all
depends on how you present it, and how you
anal yze it, and what particular netrics you're
| ooki ng at.

So this attenpt is to try to get
the different stakehol ders together in groups
and let's talk through these things about what
Is really inportant.

So on the Liquid Team the first
thing we're trying to do is identify what the
bi g questions are. \What are the questions we
need to answer, and then figure out what
nmeasures woul d answer those questions. And
"'l give you sone exanples here in alittle
bit of what |'mtal king about. The third part

Is once we identify what neasures we need, we
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have to determ ne do we al ready have the data?
And we may wel |l have the data, because we
collect a lot of information.

And then the fourth is is it a
good quality data? Do we need to go back and
check it? Is it available to everyone? One
of the key points of these neasures is we want
that data to be available so Carl can sit in
his office in Washington and pull the
information the sane as Massoud can pull it,
or Andy Bl ack can pull it. W're al
accessing the sane set of information so we
have the sane read.

And then the last part is, you
know, we have to nmake sure that if we don't
have the data, we get it or we fix the quality
and that the teans are consistent. And, you
know, while we're running two teans
separately, there's always the danger of
running off in different directions. So we
need to check in occasionally with each other,

and nmake sure that if we end up with a netric
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that refers to serious incidents the Gas Team
doesn't use significant incidents wthout a
good expl anation or reason. So we're trying
to run in parallel together.

MR MAYBERRY: kay. Related to
the Gas Team-- and by the way, the teans
I ncl ude a cross-section of the stakehol der
comunity. | know Carl's been involved in
both comm ttees, but we have representatives
fromthe gas operators and then our team the
Gas Teamis chaired by nyself and Christina
Sanmes. We have a charter that we devel oped
the first day we had a conference call.

But anyway, we're | ooking at

measures -- when we're |ooking at netrics and
devel opi ng these key neasures -- by the way,
we did nmention this. | wanted to reiterate

that these are neasures that we're planning to
put on our Web site and naeke very public, so

t hat when you go to our Wb site you'l

readily see them And we're also not just

| ooki ng at operator neasures, we're also
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| ooki ng at neasuring the regulator. So, you
know, obviously it would | ook at the operator
performance, performance of the

I nfrastructure, and then al so regul ati ons and
then our oversight.

Initially, our approach was to
eval uate sone key neasures and define them
based on the data we currently collect. And
we | ooked at the data that we currently
collect in our first two neetings or so, and
"Il have exanples of those com ng up.

And then we plan to coordinate
bet ween the Liquid Team and our teamto just
make sure we have a consistent picture.
Qobviously there are going to be differences
between the two teans a little bit because,
you know, liquid and gas pipelines aren't
exactly the sane. You don't have spills on
gas pipelines. There are just sone necessary
di fferences between the two.

And al so, by the way, while we're

| ayi ng out the neasures that we currently have
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that are currently available, we're al so
identifying gaps for future information
col | ecti on. And we're not just -- well, it's
a brainstormng session to | ook at the
nmeasures that we currently have, the next
process or the next iteration would be to
mat ch them up agai nst our objectives, you
know, of we as a regul ator and then perhaps
the public operators, the various objectives
to see which ones -- a subset of all what we
measure are relevant. And then also where are
the gaps? You know, where do we need to build
new nmeasur es?

| did nention -- already said post
publicly. | think this is a repeat. W have
representation. And then a slightly different
approach, where the Liquid Team | ooked at,
started with sone questions up front and then
going to match netrics to that. W're | ooking
at metrics that we currently have, matching
that to what our objectives are and then

| ooking at gaps. At the end, we're going to

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 243

end up in the sane place with slightly
di fferent approaches.

And then, like the last bullet
says, we're looking at data we currently
nmeasure. And by the way, this isn't just data
that PHVSA collects. W also are | ooking at
possi bly other data sources as well. It
woul dn't be limted to the Governnent data.

It could also include operator data, or data
col | ected by advocacy groups.

M5. DAUGHERTY: So that comes back
to ne. And on the Liquid Team | nentioned
sone of these big questions. So we started
t al ki ng about what would the public or various
st akehol ders want to know? So sone of the
basi ¢ questions. You know, what is the inpact
of liquid pipelines on people and the
environment? And then what kind of neasure
m ght be used to, you know, evaluate that?
How many tines have |iquid pipelines inpacted
peopl e and the environnent, you know? Ckay.

What about how the pipeline industry is
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managi ng integrity? Are they doing a good job

or not? You know, what is being done to
reduce pipeline risk? And so you get the
I dea.

Sone of these questions are trying
to figure out people want to know. W talked
about that earlier. Sonetinmes we push
I nformati on because we think, well, here's
what we've got. Here's the information
relayed. W're trying to figure out what do
peopl e need to know to i nprove confidence, or
maybe not that, naybe just get an accurate
assessnment of the health of our
I nfrastructure.

Sone of the questions. You know,
Is there a different risk associated with
different types of hazardous liquids? You
know, what kind of oversight? And Al an
mentioned that.

One of the issues that canme out
was kind of funny. If the nunber of

I nspections is not an indicator of perfornmance
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-- because soneone says if | have a big
system | get inspected a |ot nore, so
therefore there's a greater likelihood |'m
going to have an enforcenent action. Because
it mght be sonething mnor, but |I'll have a
greater nunber of them |[Is that an indicator
of performance? | don't know. |s enforcenent
an indicator of performance? |f a conpany is
I nspected nore often, they may have nore
exposure enforcenent itens. So sonething to
t hi nk about.

My | ast slide on the big
guestions; | nentioned it earlier this
norning, is pipeline performance nore or |ess
I nportant than operator performance, how the
operat or nmanages risks? That's not an easy
guestion to answer, and it's probably a
conbi nation of the two. But then when you
start | ooki ng at managenent of risk, how does
that reflect on a conpany or the national
safety culture, as far as the pipeline safety

culture? And we'll talk about safety culture
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tonorrow, or this afternoon actually.

Then al so we're | ooking at data
quality. |If we have bad data quality, does
that really reflect what's going on in the
I nfrastructure? You know, how do we nmake sure
that we're reflecting the truth of the matter?

MR, MAYBERRY: (Ckay. Back to the
Gas Team And with apologies to the team
actually these next couple of slides we
actually didn't cover when | went over ny
presentation with the group a coupl e weeks
ago, but what | thought | would do woul d be
to, sort of, advance the conversation of what

| think we're going to be tal king about at our

next neeting. In fact, | knowwe wll. It
w Il be on our agenda because we are trying to
whittle down the list, if youwll, to a

subset of what we neasure. And a little bit
|ater -- |'mKkind of approaching this
backwards, but I'm going to show here sone
nmeasures, potentially, that we could be

tal king about. |It's really to seed the
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conversation

Cbvi ously these would match up
agai nst our m ssion, support our m ssion, but
they al so, Sue, to your point earlier today,
we're | ooking to add context to these two. |
nmean that's key. You know, yes, it's niceto
know nunbers of accidents, but that's really
W thout context. It's just a raw nunber. But
to know |l i ke at a rate or, you know, per
di stance, | think that does have neaning to
it.

So here are just a fewto seed the
conversation, like if your objective is
mai ntai ni ng pipeline integrity, which
obviously it is, we mght have a neasure of
| eaks per mle, or incidents per mle, or
repairs per mle. You know, currently we have
operators report anonalies, their repairs,
their immedi ate repairs, their 180-day
repairs. But, you know, if you take that a
little bit further and add context to it, you

know, consider the Iength of the system then
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that would really give you a rate and be maybe
a nore neani ngful neasure.

Then an objective of protecting
human safety and the environnent. |Incidents
with inpact on the public for a mle, or
i ncidents with environnmental inpact per mle,
again wwth context. Then with the objective
of protecting high-consequence areas, you
know, incidents in HCAs or per HCA mle.
Again, we're matching these with objectives
whi ch actual |y, you know, support our m ssion
of protecting the public and protecting the
envi ronnment .

Agai n, sonme nore exanpl es here.
Complying with the regulations. And kind of
tiptoeing into this one, you know, Linda
brought up sone good points about this.

Vi ol ati ons per inspection. You know, this is
just an exanple. W' re scratching our heads
wth this one a good bit because, you know, no
two violations are the sanme. You know, |

woul d view a violation, say related to nmarkers
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differently than a violation related to
integrity managenent. So that's sonething
we're going to have to work on. | know our
I nspection program now has sone ability to
rate the issue, as far as what we call area
findings related to the violation, but that's
sonething we'll | ook at, too.

There's anot her one there just
related to nmaintaining safety of the
infrastructure and just -- you know, we

al ready have mles of cast iron, wought iron,

bare steel. You know, in the next few slides,
inour initial neeting we did lay out -- oh,
Isit -- I"'mout of tinmne? Oay. No? Sorry.

(Laughter.)

MR, MAYBERRY: | knew | was
getting close. Gkay. And | won't go through
these, but this is what we currently collect,
or what we tal ked about; |'msorry, at our
initial neeting, but it's based on what we
currently collect.

We spent a good bit of tine
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related to in-line inspections. You know,
currently we track inspection nethods.
There's really not a way to track |ike
conpl etion of baseline assessnents. W spent
a good bit of tinme wwth that. W may tinker
with that a little bit nore as far as the
di fference between assessnents and in-1line
I nspections. You know, in-line inspection is
a subset of assessnents. [It's in the
assessnment nethods. So that's one area we're
| ooking at. And then just sone others.
think I've already nentioned that.

Also, with the gas side we're
| ooki ng at transm ssion and distribution. So
related to the distribution side here's what
we currently neasure. And again, at our next
neeting we're going to be | ooking at
devel opi ng a subset of this using perhaps that
format | showed you with the table, matching
these up with objectives to determ ne, you
know, which ones are best, which ones should

we end up with that neet those objectives?
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These are kind of the bonus slides
for you today, but they're just sone other
I deas to consider. Again, netrics wth
context. | think sone of these are simlar.
| apol ogi ze. Linda and | had separate
presentations and we kind of force-fit them
toget her today. So these are sone exanpl es of
measures that we coul d have.

M5. DAUGHERTY: We're going to
spring sonething on Alan here. W're going to
take a break fromour presentation. W have
sonme nore to cover. Wat we want to do is
finish our presentation, then we have nenbers
of the teans that are going to speak for just
a few mnutes. But we have soneone on a very
tight tinme frame that we need to shift to a
different topic, give them an opportunity to
tal k, and then we'll cone back to this later
So with apologies to everyone, we're going to
shift on you really quick. GCkay?

MR WESE: Can | ask really

qui ckly? Forgive ne. If | may, can | ask
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anyone who's presenting, are you on a really
tight tinmeline?

(No audi bl e response.)

MR WESE: GCkay. The reason |I'm
asking this, at |least of the panelists needs
to get back to D.C. pretty quickly. But
they' ve taken time out to cone here and help
us with the SMs. |'d like to be respectful.
|f the Conmttee will indulge us, we'll just
take a tine out on the performance neasures,
come back, and wap it up at the end, and
shift to the agenda item here at the end of
the day. Acceptable?

(No audi bl e response.)

MR. WESE: Very good. So just
give us a second to get organized with the
panel and that's what we'll do. Massoud w |
entertain you with stories and jokes.

(Laughter.)

ACTI NG CHAI R TAHAMTANI :  This is
not a break, M. Pevar ski

(Laughter.)
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ACTI NG CHAI R TAHAMTANI : | f you

are taking an official break, cone back in
three m nutes.

(Wher eupon, at 2:49 p.m off the
record until 2:52 p.m)

MR WESE: Al right. If we
coul d get going again, appreciate it. Very
good. W're getting themtrained. They know
that the next thing up is | start using nanes,
you know?

Very good. Well, listen, as
people are getting settled back in, I have the
pl easure of introducing a panel of people that
we've cajoled into comng over to talk to you
Been famliar with both of -- all of the
panelists actually for quite a while. Qur
i nes of business intersect quite a bit. But
['"'malso very famliar wwth the fact that
t hey' ve been engaged wth safety managenent
systens for sone tinme in their current jobs
and in previous jobs.

Part of our reason for bringing
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them up today, Ron and | and the other nenbers
of the SM5 Comm ttee who are here, including
Massoud, were constantly juggling what do we
have tinme for tonorrow? And we decided that,
as a nice segue to tonorrow, we'd invite sone
people up with a |ot of experience on SMS just
to share their experiences with you, so you'd
understand that you're not alone in this

journey. There are other people going.

So with that, what | intend to do
Is sort of one at a tinme we'll bring people up
and talk really quickly. [|'ll give a short

bio. W'Il|l pause at the end of their
presentation for any quick questions you m ght
have of them | know Jordan needs to be back
in D.C. at 4:00, which is why |'ve begged your
I ndul gence and adjust this a little bit.

So with no further ado, 1"l
i ntroduce Jordan Barab. Jordan is the Deputy
Assi stant Secretary of Labor for Cccupati onal
Safety and Health. | think he's been on that

j ob since 2009. Been involved in OSHA matters
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for a long tine, but one of the things | think
you'll find particularly interesting was
Jordan al so worked for the U S. Chem ca

Safety Board. |In fact, Bill Hoyle said to say
hello. So we worked with Bill. And Bill is
nom nal ly a nenber of our Commttee, although
he can't nmake many neetings, he keeps
comrenting on all these things.

So Jordan has a long history in
wor king with process safety managenent. And
many of these are operators. About a third of
operators, third governnent, third public.
Many of the operators are quite famliar with
PSM but | was afraid that others m ght not
be. So |I've asked Jordan to really tal k about
their experience wth that.

So wth that, I'll turn to Jordan.

MR, BARAB: All right. Thank you
very nmuch and | want to thank you for your
I ndul gence. |I'msorry. |'ve got sone tight
deadl i nes, but | hope to stay here for as nuch

of the panel as | can. |'ve got about a dozen
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slides. 1'mgoing to go through themfairly
qui ckly, because I'd like to | eave sone tine
for discussion and questions afterwards.

And again, we're tal king today
about our Process Safety Managenent Standard.
This is basically what we call managenent
systens. And | know that's what you're
di scussing here. And it's not unique inits
form It's simlar to other managenent
systens. And again, we focus on design,
execution and then evaluation. And then based
on that evaluation, correcting what we found.

Al'l of our nmanagenent systens, and
again, this is nuch broader than just PSM
have the sane six elenents, and that is, you
know, what you can see listed there. W focus
quite a bit on worker participation. W found
particularly in the cases of, you know, when
we're dealing wwth |arge chem cal plants and
refineries that worker participation, having
avenues for making sure that workers have sone

I nput into not only, you know, any kind of
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desi gni ng/ redesi gni ng the system but

obviously also in terns of identifying hazards
and how to address those hazards is extrenely
inportant. And then skipping to the end,

whi ch is program eval uati on and i nprovenent,
you know, we try to make this as nuch of a
conti nuous i nprovenent process as possible.

Alittle history. PSM becane
effective in 1992. It cane out of, you know,
essentially Bhopal, but there were also a
nunber of donestic issues that cane up in the
early '90s and late '80s in terns of
explosions in refineries. There was a big one
at Union Carbide in Institute, West Virginia
and another | arge explosion that killed I
t hi nk 20-sonet hing workers at Phillips in
Pasadena, Texas.

W were basically under a
congressi onal nmandate, we as well as the EPA,
to devel op this Process Safety Managenent
Standard. On the EPA side it was called the

Ri sk Managenent Program which deals nore with
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conmmunity inpact, as opposed to ours, which
deals with kind of on-plant and worker inpact.
Agai n, we set up a nmanagenent framework to
prevent incidents but also mnimze the
consequences of any incidents that occur.

We basically, nore or |ess,
divided it into three kind of categories. The
category in green are consi dered system
design. Again, we nentioned enpl oyee
participation. Process safety infornmation.

W need to nmake sure that all the information
relevant to the process is accessible and is
used.

One of the nost inportant parts is
process hazard anal ysis, where again you're
basically -- and we |eave this very | oose,
this whole standard really is performance-
based rat her than specification-based. In
ot her words, we give sone very broad outlines
in ternms of what a process hazard analysis is
and then allow the plant to do its own process

hazard anal ysis. So again, analyzing those
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hazards is really one of the keys here.

The orange or the red is system
execution. Again, operating procedures,
training, contractor safety. Contractor
safety was a particularly inportant issue that
cane out of the Phillips 66 expl osion because
we had done a conmm ssion and i ndependent study
that found the contractors did not receive the
sane kind of training that the regul ar plant
enpl oyees did. These days an increasingly
| arger and | arger percentage of enpl oyees that
are under these plants are contractors, so we
do focus quite a bit on nmaking sure that they
receive the sane kind of training and that
they' re operating under the sane procedures.

Pre-start-up safety review
extrenely inportant. A |arge nunber of the
I ncidents we identify happen during start-ups
after turnarounds.

Mechani cal integrity, again
anot her inportant issue which we focus on

because especially wwth refineries in the

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 260

United States many of them are very old.
Basically the equipnent is wearing out. W
try to discourage running equipnent until it
fails. So nmechanical integrity is very

I nportant.

Hot work permts. Managenent of
change. Again, you know, that's basically
what you take into consideration in terns of
t he changes in the process when sonethi ng at
the plant changes. And this is sonething we
are probably -- at the urging of the Chem cal
Safety Board that canme out of the 2005
explosion at BP in Texas City, Texas. W're
| ooki ng at not just nmanagenent of change in
terns of changi ng processes or changi ng
equi pnent or possi bly changi ng chem cal s t hat
are used in the plant, but also nore or |ess
syst em changes, managenent changes. |n other
words, are you cutting your staffing there and
what does that inply for the safety of the
process? Are people receiving less training

or nore training? So we're really trying to
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| ook nore at the procedural and sone of the
staffing issues that can al so i npact safety at
the plant.

I nci dent investigation, again very
Inportant. It's sonmething that is very
general right now

Enmer gency response and conpli ance
audits. And I'Il talk a little bit nore about
sone of these as we nove through.

Again, this is a performance
standard. Al right? So we intentionally
make it very flexible. W try to nmake it
conprehensive to basically cover everything in
the plant.

Adaptive. Again, the frequently
allows the plants to adapt.

And again creative. W consider
that the people operating the plant know best
how to operate the plant, so we try to | eave
as much roomthere for their creativity.

Enforcenent is probably the

bi ggest issue here. You know, OSHA has
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bet ween, federal OSHA and the state plants,
about 2,000 inspectors across the country to
address about 8 mllion work places. So
needl ess to say, we can't get to every work
place. | think the figures are nore than
about on average once every 130 years.
Needl ess to say, PSM enforcenent, when you're
tal ki ng about a massive chem cal conplex or a
massi ve refinery, are extrenely resource-
intensive if you're going to do, you know,
again a full inspection. And consequently we
don't do a whole to of full inspections.
Pre-2005; that was when again the
BP expl osion occurred that kill 15 workers in
Texas City, we would basically do inspections
nostly only based on conplaints or if there
were mgjor incidents. What we found and, you
know, with the help of the Chem cal Safety
Board, what they found in their investigation
Is that OSHA did not investigate very many
refineries. And the refineries that we did

i nvestigate were not done very thoroughly.
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After the BP incident and the

I nvestigation we decided that we really needed
to do nore focused inspections, so we needed
to do nore conprehensive inspections. And
what we decided to do was nove to what we --
we have is our National Enphasis Prograns. So
when OSHA decides that a certain sector or
process or industry needs extra attention, we
W ll issue what's called a National Enphasis
Program t hat basically determ nes how nany

I nspections have to be made by each of our

regi ons.

What we decided to do at that
poi nt was basically inspect at |east part of
every refinery in the country over the next
several years. And we issued an NEP in 2007
that again required inspections of just about
every refinery in the country. | say just
about because we al so have a program call ed
our Voluntary Protection Program which is kind
of our best of the best and they are exenpt

from NEP i nspecti ons.
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First of all, we trained our
I nspectors, nore of themand better in process
saf ety managenent. W gave them a nunber of
rotating questions they needed to ask. \What
they would usually do is focus on one unit in
every refinery, because it was really
I npossible to do all units of all refineries.

And the results of this were
Interesting. W did a mdpoint evaluation in
this and we actually -- you know, we | ooked
at, eval uated what problens we were finding,
the areas we were finding the nost problens.
And we actually sent that out to all the
refineries in the refineries in the country
and told themthis is where we're finding
problens. W haven't visited half of you yet,
but this what we're really going to be | ooking
for.

And as we progressed through the
process we found then that there was no
I nprovenent. Even though we basically told

t hem what we were going to be focusing on,
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they still really hadn't addressed those
Issues. | nean, to a certain extent it was a
very val uabl e experience for us and we hope
for them but it was a sharp |earning curve
think for them

We al so found that especially the
associ ations that represent refineries and the
petro-chem cal industry would boast about how
safe their facilities were and they based
those clains on their injury and ill ness
nunbers, which we colloquially call slips,
trips and falls, which have very little
predi ctive value when it cones to whether or
not the plant is going to blow up or not,
which is really nore determ ned by other
I ndi cators that conme out of the process safety
process, things that | think you'll probably
be di scussing here. In fact, | think the
previ ous panel was discussing indicators, and
those are the kind of things that we're going
to have to focus on nore as well. The slips,

trips and falls, illness and ill ness
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statistics really don't tell us a whole |ot.

In any case, the refinery NEP was
concluded in 2011. W then noved -- which
we're in the process of now of a chem cal
facility NEP. This is to a certain extent
nore difficult because there are many nore
chem cal facilities around the country than
there are refineries. They cone in all shapes
and sizes fromthe very small kind of batch
operation to very large chemcal facilities.
But we are in the process of doing that right
now. Cbviously we're not going to get to
every facility in the country.

| want to end by just discussing;
and | don't know if this has been discussed at
all, but Executive Order 13650, which cane out
of the West Texas explosion, the fertilizer
explosion that killed 15 people, nostly
ener gency responders and w ped out half the
town. On August 1st, the President issued an
executive order addressing hazard safety and

security in chemcal facilities around the
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country. And it's kind of co-chaired by EPA,

DHS and the Departnent of Labor, specifically
CSHA.

And we are really trying to | ook
at the whole horizon -- on-shore, not
of fshore, horizon of chem cal safety and
security around the country and what needs to
be done to inprove that. And it includes
conmuni cati on between the agenci es,
communi cati on between facilities and
communities. |t addresses data collection,
data transfer, data sharing, which is
difficult. It tal ks about kind of enforcenent
I ssues in terns of agency cooperation around
enforcenent and addresses policy and
regul atory issues.

And for us that neans | ooking
again at our Process safety Managenent
St andard, which is now 20-sonet hing years old
and is in dire need of nodernization. So we
have begun the process. W issued a request

for information, RFI, a couple of nonths ago.
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The comment period is still open. | think
we're actually going to extend the comment
period on that until the end of March. And if
any of you are interested, you can go onto the
OSHA Wb site. There are a bunch of rotating
boxes. One of themdeals wth this executive
order and you can find our RFlI on there and
coment on it, if you'd |like to.

But we're trying to deal with a
nunber of issues that have arisen, you know,
OVER the | ast 20 years, sone things including
ener gency response, for exanple. Between EPA
and OSHA there's a lot of information out
t here about what is present and what the
hazards are in different facilities, but
there's no requirenent really for a facility
to actually coordinate operationally with the
ener gency response people. And so that's
sonet hing we're | ooking at.

PSM doesn't really cover reactive
chem cal s, and those have been a problemin a

nunber of cases, nunber of explosions. W
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have certain exenptions there that may have
made sense 20 years ago but don't make sense
right now. One of themis, for exanple, a
retail exenption, which neans if a facility
actually -- if nore than 50 percent of its
I ncome cones from sal es, commercial sales,
then it's not covered. And that has run into
all kinds of problems. And a nunber of other
I ssues. that we're going to be addressing
through that in ternms of nodernizing it.
W're trying to do this in coordination with
EPA, which again has this R sk Managenent
Program and is very nuch parallel to OSHA's
Process Saf ety Managenent Program

It takes us quite a while, quite a
bit longer | think than al nost any other
agency in the Federal Governnent to issue a
standard. The GAO predicted about seven
years. | think that's optimstic. And | was
al so anused at the question about whether we
can get OMB to speed things up a little bit.

W'd love to junp on that band wagon.
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(Laughter.)

MR. BARAB: But things are
relatively slow and we're trying to figure out
how to speed this up a little bit and try to
get sone real results here. Because we do
have a lot of the information and | think nost
of the industry has not only kind of signed
onto the whol e process safety managenent
concept, but actually, you know, the better
part of the industry is way ahead of us and |
think there are a | ot of practices out there
that we can nodel our future efforts on

So |l wll stop here and |I'd be
glad to take any questions.

ACTI NG CHAI R TAHAMIANI :  Any

guesti ons?

MR WESE: | just have a conment
because |I'd |i ke to encourage people. If you
haven't seen the RFI, | would encourage you to

take a look at it. Particularly | know that
t he nmenbers of the SM5 Commttee who are here

and others were interested in that topic wll
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see, you know, that we've begun to address
sone of those subjects within the draft
Pi pel i ne Safety Managenent System

First of all, I want to thank you
for the presentation, but | also think that
we're learning a lot fromyou and hopeful |y,
you know, we'll continue to learn from
everyone. That's why we bring people in. And
I think it's an attribute of a positive safety
culture, which is one of the other things
we're westling with is how do we | earn? You
know, | loved Tinms coment earlier today. |
guess |'d heard that before, too. He said,
what was it, sonething |ike, you know, the
smart person learns fromtheir m stakes, or
what ever, but the w se person |earns from
ot her peopl e's m st akes.

(Laugher.)

MR WESE: So we would |ike to,
you know, continue to |earn, you know, as you
go through this process. W would invite a

dialogue. 1'lIl send you all the information
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about the work shop tonorrow and we hope to

have all that up on YouTube. But Bill Hoyle

has been very useful. He's been feeding us a
ot of -- | think that you know Bill pretty
wel | .

MR BARAB: Onh, yes. Yes, yes.

MR WESE: And Bill has a | ot of
opi ni ons.

MR. BARAB: Yes.

MR WESE: But he's been very
hel pful in terns of, you know, saying you guys
are really ignoring sonething you need to pay
attention to.

But | would Iike to commend the
RFI to people. You may even be interested in
comrenting on that. But for the SM5 in
particular it's very inportant.

MR. BARAB: Yes, and | want to,
you know, double that as well. You know, when
you |l ook at the map of chem cal regulation in
this country and all the different agencies

that are involved in different pieces of it,
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they all seemto have different systens for
regul ati ng and overseeing. So we have a | ot
to | earn obviously fromwhat other agencies
are doing and trying to do as well. And we'd
be glad to hel p out any other agencies in

t hose areas where we may be ahead.

MR WESE: |[|'ll ask you one other
one, if I can. If you could swwng a little
bit at safety culture, what are doing in
regards to safety culture and how does t hat
factor into your SMS?

MR, BARAB: Yes, that's hard. |
mean it's hard to of kind regulate and we're,
you know, for better for worse a regulatory
and enforcenent agency. |It's difficult to
define. |It's, you know, |ike they used to say
about pornography. You know, it's hard to
define, but you knowit when you see it. And
for safety culture it's the sane ki nd of
t hi ng.

Wth BP, you know, we | ooked at

that. We went back when | was wth the
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Chem cal Safety Board. That was ny previous
“we" | ooked at BP and it was very clearly not
a good safety culture there. Safety was not
first. | nean, everybody says after an
I ncident safety is our highest priority and
you start looking at it and it's rarely the
case. So there were a nunmber of indicators
there that showed that they had a very poor
safety culture in terns of the fact that, you
know, safety was not first. It was
pr oducti on.

You know, | talked a little bit
about worker participation, how that was
di scouraged there overtly. Not just covertly,
but really overtly discouraged. You know,
I nprovenents, continuous inprovenent was
di scouraged. Just about everything we have in
here was di scour aged.

And obvi ously the opposite of that
I's encouraging all these things, and that's a

safety culture. That's why when we do a

program standard like this we kind of try to
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identify the attributes of a good safety
culture and, to the extent we can within a
regul atory process, build that in.

When it cones to managenent
comm t nent, good nanagenent commtnent is
obvi ously essential for safety culture. Good
wor ker participation is essential. (Going
around to the other end, evaluating and then
appl yi ng what you' ve | earned through that
evaluation in the spirit of continuous
I nprovenent, all of these things are essenti al
el ements of safety culture. So to that extent
you can kind of build it into your process,
but really has to kind of cone fromthe top
and it's got to be, you know, kind of infused
t hroughout the organization. And sonetines
that's very hard to kind of require there.

M5. DAUGHERTY: Relating to the
metrics, so obviously very interested in that.
And you nentioned that netrics for slips,
trips and falls are not necessarily indicative

of expected good performance on process

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 276

safety. Have you been able to identify any
good netrics that relate to process safety?

MR. BARAB: Yes, that's been a
difficult issue. | nean, you know, | eading
versus | agging indicators. |'msure you al
have di scussed that. W try to go nore to
| eading indicators. That's not always easy to
do and, you know, sonetines you want to | ook
at lagging indicators because obviously sone
| aggi ng i ndicators |ike nunber of expl osions,
nunber of releases will tell you sonething
even though they're | agging indicators.

So we're | ooking at where there
are |l agging indicators we want to nmake sure
they're the right ones. And then again, if
it's just nunber of rel eases, nunber of
I ncidents, that type of thing and maki ng sure
then that those are evaluated and anal yzed.
The one good thing -- well, not the one good
t hi ng, but one of the good things the Chem cal
Safety Board does is root cause analysis, and

that really a much superior process to our
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process, for exanple, where we're basically

| ooki ng at violations of our law, which is not
al ways the sane thing as a root cause

anal ysi s.

Leadi ng indicators, we're | ooking
nore at, you know, close calls, near m sses,
that kind of things. And that againis --
iIt'"s interesting. It's difficult. You try to
get the facilities thenselves to | ook at
those, which they can do. |It's nore difficult
t hough. And Jeff was tal ki ng about | earning
fromother people's mstakes. They don't want
to advertise their m stakes very nuch. And
it's one of these things.

There are sone areas in the
country that require that. Contra Costa
County has a |law that actually requires, you
know, posting of near m sses and rel eases,
even rel eases that don't cause any injuries or
really any maj or exposures. And those can
gi ve you, you know, sone pretty good

indicators, | think, in terns of the overall
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safety of the plant.

But, you know, the down side of
that is of course the people who are best at
reporting tend to be | abel ed as the worst
behavi or, because you know, the ones that are
cheating and are hiding stuff actually end up
| ooki ng better on paper. So you do run into
those kinds of problens enforcing that kind of
openness.

So anyway, it's sonething we're
| ooki ng at, sonething we very nuch want and
put on as part of our process safety
managenent RFI, but you know, it's not easy.
And it's a good question. W'd actually like
to |l earn, you know, fromwhat you all are
trying to figure out as well here.

ACTI NG CHAI R TAHAMIANI :  Sue, go
ahead.

MEMBER FLECK: Sue Fl eck
representing the Gas Commttee. Could you
pl ease clarify when he comments are due back?

The notice says March 10t h.
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MR BARAB: Yes.

MEMBER FLECK: And |'m wonderi ng
If there may be an extension on that or --

MR BARAB. W're going to
probably extend that to the end of March.

MEMBER FLECK: (Ckay.

MR. BARAB: The reason is that --

MEMBER FLECK: Thank you.

MR. BARAB: -- there's kind of a
paral l el process as part of the executive
order where we were required as of a coupl e of
nont hs ago to i ssue a nunber of regulatory and
regul atory process policy options as part of
the executive order and get comment on those
before we prepare a report for the President.
And the deadline on that is the end of March,
so we decided it nmade nore sense probably to
coordinate those. So |I think what we're going
to do -- in fact, |I've got to go back and
figure out if this is happening, but is extend
the RFI comment period to the end of March as

wel | .
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MEMBER FLECK: Thank you.

MR BARAB:. And the RFI, it's a
very early part of the regul atory process, so
we aren't nearly as strict on deadlines in
terns of sending information as we woul d be
when we get the proposal or the final stage.
So if you have comments, you're going to be a
little late on it, you know, don't worry too
much about it. We'd nuch rather have | ate
comments than no comments at all

ACTI NG CHAI R TAHAMTANI : R ck?

MEMBER KUPREW CZ: Ri ck Kuprew cz
on the Liquid Commttee representing the
public. Just to reinforce the slips, trips
and falls, in the four decades |'ve been
I nvol ved i n process safety managenent
processes in both chemcal refining as well as
pi peline, even though it's not a regul atory
requirenent, | would say there's absolutely no
correl ation between | ost work day injuries.
And | want to reinforce those comments.

In fact, what we find is
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I nvestigations; not at the regulatory |evel
for other reasons, that if anybody's trying to
draw a correl ation, you have a serious problem
both in your process safety nanagenent
approach and probably in your integrity
managenment approach. They're just two
different animals. And while | understand
sone of the managenent may try to think there
Is a correlation there, that's a clear
I ndi cation fromour observation; trying to be
a neutral party here, not a judgnental party,
that they just don't get it. The culture
doesn't get it.

So you don't want to be doing
that. And it's an easy trap to fall into.
|'"d advise people just to kind of, you know,
think if themas two different boxes and nove
on. Sorry for that [ engthy coment.

MR, BARAB: Yes. No, | couldn't
agree wwth that nore. |In fact, | spoke a few
years ago after -- | think it was right after

the Anacortes explosion that killed | think
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seven workers in Washington State at one of
the Petrol eum | ndustry Associ ations who j ust
as that expl osion happened i ssued a press
rel ease saying this is one of the safest
I ndustries in the country based on again, you
know, their injury statistics. And | nean, |
kind of lost it alittle bit. | said you
cannot be issuing this kind of stuff based on
basically faulty information while people are
literally burying their husbands and sons.
And they knowit. | nean, that's what kind of
pisses ne off. | nean, they know there's no
relationship there, but it sounds good again
in the sound bites.

MR WESE: Well, Jordan, | think
that that resolves the questions. You're
wel cone to stay as |long as you want, but |
wanted to close that section out by saying |
appreciate the work that you and Dr. M chaels
are doing and your staff. Been actually
pretty good partners. | renmenber Dr. M chaels

drug Linda down to Texas.
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MR BARAB: Yes.

MR. WESE: You had the risk-based
regul ation. Sone of the nenbers of this
Comm ttee have been working wth us for 15
years on risk-based regul ation.

MR BARAB: Yes.

MR WESE: And it is a double-
edged sword, as you know - -

MR BARAB: Yes.

MR WESE: -- you know, probably
better than nost.

MR BARAB: Yes, yes.

MR, WESE: You know, it is
probably the way to go, you know, but there
are a lot of challenges --

MR BARAB: Yes.

MR WESE: -- wth doing risk-
based regul ati ons. So thi nk the one thing
we agreed on there, and hopefully we're off
the record, right?

(Laughter.)

MR WESE: No. Well, | think it

Neal R Gross and Co., Inc.
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was OVB who asked to start comng to our
neetings and we said no. You know, said no
t hanks.

(Laughter.)

MR WESE: And all the agencies
woul d cl am up.

MR, BARAB: Yes.

MR WESE: But we were trying to
| earn fromone another. So really thank you
for your | eadership on that. But also for the
work that you're doing with us now W' ve got
a notion of support fromthe Commttee
yesterday to create a M dstream Wrking G oup
where we'l|l be | ooking at OSHA and our
jurisdiction, where they match up agai nst each
other in the mdstreamsector. And with the
onset of all the shale plays in the U S. this
Is getting to be a bigger and bi gger issue.

So really thank you for your support on that
one.

So barring any ot her questions, |

think we'll npbve on and npbve next to Brian
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Salerno. |'mpleased to introduce Brian. He
was sworn in as the Director of the Bureau of
Saf ety and Environnental Enforcenent on August
26th, 2013. I|I'mreading his standard bio, but
| know for a fact, and it's not in here, he
was actually actively engaged with BSEE for
sone tine before that in hel ping Ji m Wt son

ki nd of get, you know, together what he wanted
to do at that tine.

Jimw |l be speaking to us
tonorrow norning, so you can talk to himabout
t hat .

But for those of you who are not
that famliar with BSEE;, | actually have a
soft spot in nmy heart for it since | worked
for the predecessor agency for 15 years when
It was MMV5, but basically taking care of all
regul atory oversight and enforcenent on
of fshore operations on the U S. CQuter
Conti nental Shelf.

Prior to this appointnent Brian

served in the U S. Coast Guard as the Deputy
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Commandant for Operations, had a pretty
extensive profile of things there. He
attained the rank of vice-admiral within the
Coast CGuard, which is pretty serious. And a
2000 graduate of the U S. Arny War Col | ege
wWth a naster's in strategic studies. Also a
graduate of the Naval War Col | ege Non- Resi dent
Program and holds a master's degree in
managenment from Johns Hopki ns.

So wwth that, | hope you'll help
me wel conme Brian to the Commttee.

Thank you, Bri an.

MR SALERNO. Well, thanks, Jeff.
Good afternoon everybody. Well, it's great to
be here. Thanks for the invitation and | was
very interested in what Jordan had to say.
I'"'mgoing to repeat sone of the thenes that he
has rai sed, because | think when you talk
about safety culture, safety nanagenent, a | ot
of these thenes do -- | nean, they're fairly
comon across industries.

|"malso glad to be on the panel
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wth ny friend Patrick, ny neighbor, colleague

and counterpart to the north. And | just want
to thank himfor his graciousness and not
rubbing in the U S. defeat |ast week.
(Laughter.)
MR, SALERNO The nen's hockey,
and even nore so that he didn't rub in the

fact that we are now obligated to keep Justin

Bi eber.

(Laughter.)

MR, SALERNO. O maybe he j ust
hasn't had the chance to yet. | don't know.

(Laughter.)

MR, SALERNO But and |'msure a
| ot of what I'Il say, you know, Patrick has

sone, you know, simlar thoughts but froma
slightly different perspective.

| do want to share sone concepts
and thoughts as to why safety culture has
becone such a conpelling topic of conversation
wthin the offshore oil and gas industry, as

well as a topic of great discussion about

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 288

regulators. And | nean that not only within
the U S., but internationally. It's really
becone a subject of great prom nence.

The safety culture and safety
managenent systens are in nmany ways changi ng
the relationship between the industry and the
regul ator, and even the way we carry out our
regul atory duties. And | would predict that
iIt's going to continue to change that
rel ationshi p and our nethodol ogi es as we go
forward.

Now, | won't get into the weeds.

I want to try to keep this at a pretty high

| evel, but I think you'll see there are
parallels, you know, to what you do in your
own industries and what is taking place in the
of fshore. And for those of you who do have,
you know, or oversee pipelines that are
connected to offshore infrastructure, you
know, there may be nore of a direct connection
there as we approach safety. And | think part

of the value of talking in a FACA committee
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such as this.

So traditionally, you know,
regul ators have typically taken the approach
of , you know, they establish regul ations for
the industry to follow You know, there's
general ly an inspections conponent, a process
whereby the regulator verifies the conpliance
with those regulations. And we've all seen
that. It's very famliar

This is a notional chart, but
we' ve seen, you know, many of us that, you
know, when conpani es are com ng due for
I nspection, you know, the dig out the
regul ations. A safety person does a pre-exam
You know, a lot of things that may have
slipped into non-conpliance or on the deferred
mai nt enance |ist, you know, they get sone
attention. They get fixed before the
I nspector shows up and you get the facility
ready for inspection. So you have that steep,
you know, uptick here in this chart, you know,

| eading up to inspection. GCetting ready.
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You know, it's a little bit |ike
if I invited you to dinner at ny house, |'d be
doi ng that, you know, trying to get the dishes
washed in the sink and the dirty laundry, you
know, just to nmake it | ook presentable. And
you'd show up and you'd think everything
| ooked pretty good. And that's often what
happens in an inspection. You know,
everything | ooks pretty good.

But unl ess the conpany has a
commtnent to nmaintain that |evel of safety,
you know, things tend to degrade. You know,
sonet hi ng woul d break down, it goes on the
deferred maintenance list and it slowy starts
to taper off, you know, and you see this type
of a curve here.

So can we conclude after we do an
I nspection that the operation is safe? Maybe
In sone cases you can, but | think it's
probably not a wse thing to do, you know, in
general terms. You need really nore

information to go on to conclude that the
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operation is safe. It doesn't tell you in
t hat snapshot inspection how a conpany really
does its business, how enpl oyees and how
manager s behave when no one el se i s watching.
And that's really |I think what it conmes down
to. That's what a safety culture is. Wat do
you do when no one's | ooking over your
shoul der ?

So if safety is not, you know,
part of the normal routine, conpliance tapers
off and potentially, you know, high-risk
behavi or, including decision nmaking, you know,
can occur on what m ght otherw se be thought
of as a conpliant facility. And in the worst
cases, you know, it could result in deaths,
injuries, environnental damage. And from a
conpany's perspective pretty serious economc
|l oss. And for years we've seen this type of
cyclical rhythm you know, in conpliance, you
know, where it peaks and then tapers off. And
it has not served the interests of safety very

well. It gave a false sense of security to
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the regulator and in many cases even to senior
conpany managenent.

It also results, | think, in a
m spl aced burden of responsibility. You know,
who's ultimately responsible for managi ng
safety and maintaining safety? Is it the
regul ator that periodically does these spot
checks or is it the operator, you know, who's
there every day and has intimte know edge of
his own plant, people and processes?

A conpl i ance-based verification
approach al so feeds into, you know, a term
that 1've heard used called an affirmative
defense nentality. You know, in other words,
| passed the inspection. All the boxes are
checked. |I'min conpliance. |'msafe to
operate. You know, you put the burden on the
regulator to find sonething and if the
regul ator doesn't find it, you know, well it's
not ny fault.

So many people started | ooking at,

you know, how do you level this out? How do

Neal R Gross and Co., Inc.
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you have that straight |ine across the top
where you nmaintain safety and you shave off

t he peaks and valleys? And to nake a very

| ong story short, the prevailing viewis that
the only way to do that is to maintain that
steady state, and the appropriate level is to
really define that burden of responsibility.
In effect, it's to shift the enphasis to the
operator for nmanaging safety at all tines, at
all levels, not just in preparation for the
regul atory conpliance checks.

And along wth that goes an
adjustnent to the way regulators interact with
the industry, the way regul ati ons are
constructed and the type of conpliance
verification procedures that are put in place.
In effect, it's nore of a performance-based
systemthat will get you there rather than a
purely prescriptive based checklist approach.

In the offshore industry a | ot of
this restructuring of that relationship really

began in the U K, the United Kingdom and it
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occurred after a very serious accident. This
was the Piper Al pha accident in 1988. There
over 160 fatalities. It was a fire an
explosion. A very, very serious event. Many
nore were injured in that event and it really
caused, you know, a very serious |ook into how
safety is nmanaged in the offshore environnent.
And the North Sea of course is pretty extrene
environnmental conditions to begin wth.

So, you know, to nake a long story
short, they decided to nove towards a safety
case approach, and |I'm sure many of you have
heard that term And essentially what it does
Is the operator identifies all the risks and
their procedures and their safeguards. They
are reviewed and devel oped in conjunction with
| abor and with the Governnent. The regul ator,
you know, ultimately if they're satisfied,
woul d accept the operator's plan and then that
operator is obligated to conduct business in
accordance with the plan. It has all the

safety features woven into the fabric of the
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saf ety case and the operator assunes
responsibility.

It sounds pretty good, and a | ot
of conpani es have done that, but it doesn't
necessarily apply in every jurisdiction around
the world. In the US., for exanple, we
haven't gone with the safety case approach,
but we've borrowed fromit and we've, you
know, adopted sone of its principles in an

effort to achieve very nuch the sane effect.

We still have retained our
regul atory structure. W still have
I nspectors. W still go out and we make sure

that there's conpliance wth regul ation, but
we' ve al so added to that a perfornmance-based
system which we call SEM5S. It's an acronym
It stands for the Safety and Environnent al
Managenent System SEMS. So what we've done
inthe US essentially is a hybrid. W
retained the traditional regul atory approach
pl us the SEMS perfornmance- based system

SEMS has about 13 different
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elements init. |It's actually a requirenent.
A conpany now is required to have a SEMS pl an
This is an outgrowth of the Qulf oil spill,
the Macondo oil spill. As you recall, you
know, there were a |ot of studies. There was
a presidential conmm ssion that | ooked at that.
There was the National Acadeny of Engi neers,
Nat i onal Acadeny of Sciences. There were
probably a dozen different studies done, and
many of themreally focused on perfornance-
based regul at ory approaches as an answer, as
a way ahead in this.

So we've adopted a |l ot of that and
whereby prior to the oil spill SEMS was a
vol untary system after the spill a regulation
went into effect, nade it nmandatory. So we
don't tell people, you know, what constitutes
their safety plan. W defined el enents that
they need to address. It's up to themto
address it in a way that nakes sense for their
operations and then to operate in accordance

wth that. So you've got the baseline
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conpliance and then SEMS on top. And there's

about 13 different elenents that we require
themto include in their plan.

Last year we took two actions, and
this kind of gets into the whole, you know,
how do you regulate a culture? Well, | don't
know that you can. | don't think it's
possi bl e, as Jordan was sayi ng, but you can
try to influence the way peopl e operate and
the way they think. And our beginning
approach to that was to issue a safety culture
policy. It was really just a set of guiding
principles that would help, we hope, influence
the way i1 ndustry nmakes their decisions. |
won't try to go through all of it, but you can
see in general it's an attenpt to reflect a
pattern of thinking and behavi ng that
enphasi zes safety above, you know, ot her
consi derati ons.

Now in reality there's al ways
going to be that trade-off between safety and

cost and schedul e. | nean, that's the tension
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poi nt and, you know, every conpany has to
manage that. But fromour perspective, if
there's a serious issue and it's in tension
W th cost and schedul e, you know, our
preference woul d be that the conpany would err
on the side of safety. And we continue to
preach that in the hopes that, you know,
industry will start to internalize many of
those values, and | think many of them have.

The second action we took was
actually to inprove our SEMS plan. And |
nmenti oned we've got 13 different el enents.
It's a bit of an eye chart. |'mnot going to
read themall, but it has sone of the kinds of
thi ngs that Jordan was nentioning. You know,
It has hazard analysis and it has, you know,
safe work practices and training and change
managenent and those types of things. So
those are the elenents that are required to be
i ncl uded in a plan.

But what SEMS || did was really

enphasi ze the ability of workers to exercise
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stop work authority. You know, so it put sone
responsibility on the workers thensel ves and
It created the expectation that conpanies wl|
respect that relationship with their workers.
It al so added in a nuch nore robust audit
program So there's a third-party audit

requi renment that, you know, every so often
every three years the conpany gets audited on
a certain percentage of its facilities to see
how they're truly operating under their SEMS
plan. And then that of course is submtted to
t he Governnent.

By the way, safety nmnagenent is
by no neans unique to drilling, as was already
menti oned. M/ Coast Guard background, | can
tell you | had a | ot of exposure to the
shi pping industry and shi ppi ng has al so been
doing this type of thing for a nunber of
years, and for the sane reasons. Shi pping
also is a very international industry, |ike
drilling, and as a result there's actually

been an international code for safety
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managenent. And all ships that cone to the
United States are required to conply with that
saf ety managenent code. And if they don't
conply, | nean, they're subject to sanctions.
They coul d be detained in port and so forth.
And in fact that has happened quite a bit.
Wien | was in the Coast Guard one of the
| eadi ng reasons we detai ned shi ps was because
many of them were not follow ng their own
safety plans. They had lack of famliarity
withit.

So it has not necessarily been a
snmooth transition in every industry. In
shi ppi ng, you know, quite honestly, it was in
danger of becom ng a paperwork exercise. And
It was through a concerted effort by the
regul ator to hold peopl e accountable, you
know, to their plans, follow their plans that
a significant change in behavior started to
take place. So again, you influence by the
way you regul ate.

Qur experience in the offshore is

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 301

far nore recent and | would say that, too, is
a bit of a mxed bag at this point. You know,
sone conpanies are very conmtted. They have
the resources, they have the desire. Mny of
them do not want to be in the newspapers
unless it's for sone really good reason. They
don't want to be in there because sonething
went terribly wong. And they're commtted to
maki ng sure that things don't go wong.

But then there are others that
really just don't get it. And we've had a few
cases even within the |ast year of serious
accidents, including fatalities, which should
not have happened, a conpl ete breakdown in
safety, an absence of safety culture and
peopl e died needlessly. So there are sone
that don't get it. And there are sone that
still feel that they're operating in that
affirmati ve defense nodel. Just tell ne what
| need to do to operate, which is not a safety
cul ture.

That doesn't nean that the safety
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culture concept is wong. It does nean that
we need to do a better job in how we oversee
activities in the industry, how we adjust our
regul atory practices to reinforce a safety
consci ous behavior and to dis-incentivize very
perfunctory behavior on the part of the

I ndustry.

So one of the things we're trying
to do within BSEE is to institute a risk-based
I nspection process, you know, so that where
conpani es have denonstrated a commtnent to
safety, have very strong perfornmance records,
we woul d exercise a much lighter degree of
regul atory oversight in contrast to conpanies
that just don't get it and al nost by
definition pose a higher risk. They would
tend to see us nmuch nore frequently. And that
of course goes to even the way we enforce.
Wien we encounter a defect, for exanple, if
the conpany is taking corrective action under
its own plan, our view is they ought not to be

cited for non-conpliance. W'Ill give them
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credit for operating under their plan, for
doing the right thing. W'Il still follow up,
but we want to incentivize and encourage the
use of them operating under their plan.

So we' re maki ng progress, but
we're not there yet. | think noving ahead,
you know, we can do a better job of
gquantifying risk. W're doing a | ot of work
with some of the national |aboratories on risk
bow ties and, you know, on barriers. There's
alot we're borrowng fromthe chem ca
I ndustry as you | ook at barriers, you know,
peopl e, process and plant. Pretty good break
down on criteria. So we're doing a |ot of
wor k there.

There's also a | ot nore we can do
in the offshore on process safety or system
safety. You know, it is one thing to | ook at
slips, trips and falls, lost tinme accidents
and so forth. | nean, that's inportant and
['"'mnot going to mnimze that because, |

nmean, that affects real people and we've put

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 304

a |l ot of enphasis on reducing that. But we

al so have to pay attention to the | ow
probability, high-consequence events which can
have w despread effects on life, on the

envi ronment and from a conpany perspective,
you know, a huge effect on their liabilities.

You know, the Deep Water Hori zon,
the Gulf oil spill, is a good exanple of that.
There was really poor risk managenent, cutting
corners on critical processes, msinterpreting
i nformation, you know, all of which
contributed to a disaster that, you know,
occurred on what was seemngly a conpliant
operation. So it's a very real problem So
bui | di ng process risk into our SEMS pl an, our
SEMS systemis | think the next step in the
evolution of safety in the offshore.

And 1"l finish up on final
thought. One area that is of interest to ne
and why I'mvery interested in talking with
this Commttee is the extent to which nmultiple

regul ators can or shoul d adapt conpatible
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approaches to safety nmanagenent, you know,
especially when the industries that they
regul ate soneti nes have to operate under
multiple regulatory regines. This is nost
apparent in the offshore environnent between
my organi zation, BSEE, and ny forner
organi zation, the Coast Guard. You know,
together wth the Coast Guard we've worked to
harnoni ze two very different safety nanagenent
systens. You know, we have SEMS w t hin BSEE
The Coast Guard has a safety managenent system
whi ch applies to vessels. And it seens |ike
It ought to be pretty easy to blend those two
together. And actually it was kind of hard.
There were differences in
term nol ogi es and reporting requirenents, and
even in the target audience, but the goals
were very simlar. And as | talked with the
I ndustry, they said why can't you guys as
regul ators, you know, get it together? You
know, we're all after the sane thing here, but

you're nmaking it hard for us and you're
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forcing us to adjudi cate between two
regulators. And | have to admt they had a
poi nt .

So even going back and trying to
har noni ze that between two regqulators, it's
not quite there, but it's alnost there, and
it's been, you know, | think a worthwhile
process that would benefit the industry in the
end.

But there may al so be an
opportunity to do sonething simlar wth
of fshore pipelines, you know, with PHVSA. You
know, BSEE has sone regul atory
responsi bilities over offshore pipelines;
PHVSA | think has nore, but they all connect
together. And we're both tal king about safety
managenent system So potentially, you know,
we can do a better job of harnonizing our
regul atory approach in a safety nanagenent
perspective. And the practical value of that,
you know, | think is fairly clear.

You know, a pipeline failure
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of fshore that results in an oil spill or a gas
release is going to bring a | ot of reqgqulators
together in a hurry in a response node, as
well as the affected industries and naturally
we'd nmuch rather prevent that than have to
respond to it. But a key to preventing it is
having the right systens in place to spot a
potential problembefore it occurs.

So, you know, | guess ny pitch is
that, you know, a safety managenent system
wher e conpani es take ownership of the risks,
they identify their vulnerabilities, they
actively nmanage them enpl oyees are enpowered
to act on behalf of safety and they're
rewar ded for doing so, in short, where a real
safety culture exists, you know, when all of
that is present, | think we're collectively
better able to avoid the kinds of things that
none of us wants to see.

So, I'll stop there and take any
guesti ons.

ACTI NG CHAI R TAHAMTANI :  Thank you
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very nmuch. G eat presentation.

Any questions? Andy?

MEMBER DRAKE: This is Andy Drake
wth the Gas Commttee. Could you back up
to --

MR, SALERNO Oh, sure. Ckay.

The ot her way?

MEMBER DRAKE: | was trying to
catch you before you shut it down.

MR SALERNO.  Ckay.

MEMBER DRAKE: To the slide that
had the core values and behaviors. | think it
was great.

MR, SALERNO  This one here?

Ckay.

MEMBER DRAKE: Yes. There's a
t hought there that | want to tease out a
little bit; and that is, you know, | think we
all agree, and have many unfortunate incidents
t hat show people that were having slips, trips
and accidents netrics and doing well in those

prograns and extrapol ated that to their asset
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integrities. And that was not appropriate.

MR. SALERNG  Yes.

MEMBER DRAKE: But | like the way
you' ve worded this, because | think the
question |I have is although it's not
appropriate to extend performance in one to
the other, do you see that the behaviors and
the values and the characteristics of good
safety performance; physically, personnel and
asset, are simlar? | nmean, when you | ook at
that statenent, you could apply that to people
or plants.

MR, SALERNO R ght.

MEMBER DRAKE: Do you see the
behavi ors and characteristics are sort of the
sane, that there's sonme commonality of zero on
this front and how to get there as there is on
zero on this front and how to get there? You
have to be careful about how they extend
performance in one to the other.

MR. SALERNO Yes, and in fact

that's why | kind |ike, you know, that risk
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bow ti e approach where you have a risk event
in the barriers. And the way the chem cal
I ndustry has done it, you know, they'll have
people, they'll have plant, you know, which is
t he physical assets, and they'l|l have process.
And all of those three interrelate. And |
think you really have to ook at it, you know,
through that lens. They all contribute to,
you know, preventing the unwanted risk event.
They're all essential. |If any of themfails,
you know, obviously you're closer to that risk
event. But, yes, | think it perneates.
Culture has to start at the top of
an organi zation. It can't be nore than just
a wnk and a nod. It has to be sonething
serious. There has to be I think a sense from
t he enpl oyee' s perspective, that if they
report sonething, their job's not in jeopardy,
you know, that they're actually going to be
rewarded for | ooking after the conpany. You
know, they're |ooking after their coll eagues,

their coworkers, they're preventing sonething
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very expensive and unwanted from happeni ng.

And that takes sone tinme to
develop and it's a real nental shift for a | ot
of people. But again, sone conpanies are
al ready there and | think they've achieved the
benefits of that. And that's what we want to
I ncentivize. You can't regulate that kind of
thinking. You can't force people to think a
certain way you can, you know, maybe | think
I ncentivize it.

One of the things we're trying to
do as well along those lines; and Jordan
nmenti oned the near mss reporting, a |ot of
conpani es on their own are studying that
wthin their own operations and getting a
better idea of what are the kinds of things
t hat al nost happened, you know, and how cl ose
did we cone to, you know, sonething bad? As
a regulator | don't have a wi ndow into that
right now, but I"'mtrying to get it.

Actual ly we signed an agreenent

wth the Bureau of Transportation Statistics
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as one of those entities that can coll ect

i nformati on and then nmake it anonynous, you
know, so it can kind of give us a little nore
of a picture of what's taking place. It's not
rolled out yet. W're still working the
details, but it's been very effective in other
I ndustries. The aviation industry, very
effective in collecting that type of
information, creating a picture of, gee, what
al nost happened? And very, very powerful in

I nproving safety. And | think we can do that
in the offshore and | think it could be done
in alnmost any industrial setting, but there
has to be the confidence in the system you
know, so that people can report it w thout any
fear of, you know, being exposed or any

penal ty.

But again, it all feeds that
culture of safety, that al nost obligation to
do sonething at all levels, whether you're a
wor ker, m d- manager or senior nanager if, you

know, there is an unsafe activity taking
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pl ace, or conditions, unsafe conditions.

| hope |I answered your question.
| get alittle |ong-wnded at tines.

ACTI NG CHAI R TAHAMTANI . Wl |
actually Andy requires that kind of answer
fromtime to tine.

(Laughter.)

ACTI NG CHAI R TAHAMITANI : G eat
] ob.

Any ot her questions?

(No audi bl e response.)

ACTI NG CHAI R TAHAMTANI : Al
right. Jeff, back to you.

MR WESE: Just a couple of quick
comrents if | can. Hopefully you can
understand why we invited Brian to cone talk
to you, because we've actually been having
very simlar conversations and | think we
wanted you to understand that it's not unique
in our world. And Patrick I think wll show
you again. Patrick we've had a 8 or 10-year

relationship with, and so | think we think

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 314

very simlarly. But we've gotten to know
Brian and | think you can see the | eadership
that he brings to BSEE is very simlar in many
regards to the things that we've been tal king
about .

If you'll allow nme, | would |ike
to pick up on a couple things: First of all,
we wel cone the partnership. So | think we're
nore than happy. |In fact, | |look forward to
it. So as you know, | love the offshore stuff
and | really enjoy the pipeline thing, so this
wll give ne an opportunity to marry those up.

But | did want to pick up on a
coupl e of things you brought out, if you'l
allow nme. Actually | said sonething recently
on a panel with Gaetan Caron and it was picked
up in the nedia and it becane a subject of
di scussion in our Agency, but both you and
Jordan have hit on it, and | bet Patrick would
as well. What | said to the group of NARUC
people and the public is that 1'd |like to nmake

cl ear that nobody at the table operates
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pi pelines. You know, we're conm ssioners and
regul ators. W do not operate pipelines. Yet
every time there's a failure, the regul ator
really takes a pounding. And | know that you
know t hat in spades.

So it starts bringing on the
guestion of responsibility. Were is the
responsibility for safety? The regul ators'
traditional job has been really about, as you
sai d, prescribing things, checking for
conpliance. But you know, fortunately we're
better off than Jordan; and don't get any
I deas on that once every 100 years or whatever
I nspecti on.

(Laughter.)

MR WESE: But, you know, the
point | want to say is our resources are only
sufficient to allow us to sanple what an
operator is doing in a sliceintinm. |It's
that sinple. You know, so that alone is not
enough to equate to safety. | think that's

what takes us in the direction of safety
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managenent systens shifting responsibility.

I think nost of the good operators welcone it,
you know, and they take it. And many of them
can enbrace it. And it's |like Andy said,
actually you can nake noney at it, you know?
It works for them

So | just think that it's worth
keepi ng that discussion alive, that, you know,
our responsibility while many want to
prescribe it to conpliance, | think we would
agree, all of us, that that doesn't equate to
safety. You know, that's at a m ni num f eder al
code. Sone people hate hearing that, but it
doesn't equate to safety. There's nore to
safety than just mnimal conpliance with a
code that had to go through a regul atory
Gor di an knot.

And sonebody was tal ki ng about QOVB
earlier. Dr. Mchaels has shared with us the
chal l enges he's had in getting changes to PSM
out. And | think you' ve been luckier. Your

stuff has noved, but you probably had a
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freight train right behind yours. | guess.

(Laughter.)

MR WESE: So at any rate, | just
wanted to close nostly by thanking you.
knew what you would bring to the discussion
and | very nuch appreciate it. | think this
Commttee is going to be actively engaged in
those matters and we'll | ook forward to an
ongoing relationship wth you. So thank you
SO nuch.

Ckay. So with that, we'll turn
right now to one of our colleagues fromnorth
of the border. And Brian stole all of our
] okes about hockey and everything el se.

(Laughter.)

MR WESE: So we're going to |et
those drop. Besides we've worn out every | oke
in this 8 or 10-year relationship wth the NEB
by now.

|'"d like to introduce Patrick by
saying first of all when the idea of neeting

with the NEB first cane up -- and, gosh, |

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 318

don't even really know how t hat happened,

whet her you initiated or we did -- but
irrelevant, | initially thought, well, this is
good governnent. You know, we ought to just
get together and chat. And | was thinking,
well, they can report back, well, we net with
our col |l eagues on the other side of the
border. That woul d make sense. But the
conversation was extrenely good. You know, |
think we really liked it.

Actual ly, you know, Brian, it was
nodel ed of f of the International Regul ators
Forum and | know that you both participated in
that, where regul ators get together and tal k
about what's the role of the regulator and all
these various things. So that relationship
has evol ved over the course of, you know,
nearly a decade. | think we readily exchange
i nformati on on accidents with operators who
operate on both sides of the border. W
wel conme your gesture. You know, the

of fshore/ on-shore and all North Anerican
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al i gnnments makes sense for everyone, you know?
And so we'll continue to work with you and
with the NEB towards that goal.

But by way of introduction,
Patrick is the business | eaders of the
Operations Business Unit, Chief Conservation
O ficer at the Canadi an National Energy Board.
He's been there since May of 2011, had a
nunmber of other postings on there. He's also
wor ked for the Province of British Col unbi a.
And one of your coll eagues at NEB nust have
swapped pl aces.

MR SMYTH  Yes.

MR WESE: Yes, you threw hi mout
and sent himover to B.C. and took his place.

But | would just say that he's got
a lot of responsibilities that align with ours
very closely. Sonme of them go beyond ours.
They have a |l arger environnental mssion, for
exanple, than we do. He nay be nore invol ved
In security matters than we will. W were

heavily involved in those prior to 9/11, and
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then the stand-up of DHS here sort of resolved
a lot of that.

| think I'"ll conclude wth that,
but saying that | really want to thank
Patrick. He's cone to talk about safety
managenment systens today, but he's al so
tal king about safety culture tonorrow. So

these two are very tightly intertw ned, as we

know.

So thank you, Patrick.

MR SMWTH Al right. Thanks,
Jeff. And, yes, | agree we've got a great

relationship wwth PHVSA. It hel ps us out an
awful lot and | hope that we're able to help
PHVBA out. And we're just enbarking on what

| hope will be a simlar relationship with
BSEE. It's a year ago that we signed our MOU
and |'mup here wth one of ny coll eagues, Jim
Fox, who's sitting over here. And Jimand |
are going to have our first annual neeting

wi th BSEE tonorrow to tal k about the MOU and

what the relationship could | ook Iike going

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 321

forward. So I think good things are happening
on all fronts for us and it's great to have
what | consider partners |like these two

organi zations to share information wth.

It's appropriate that | go | ast
because |'ve got a few nore slides and |I'm
bringing it up alittle bit. And I'"'mgoing to
tell alittle bit of a story around what our
regul atory framework | ooks |ike and how the
requi renents for nmanagenent systens are
entrenched within that regulation, and a
little bit of our research into why it's
I nportant to have robust nmanagenent systens.
And as far as safety culture, I'll talk a
little bit about that, but I'mgoing to keep
nmy powder dry because we have a presentation
that I'll offer up tonorrow specifically on
safety culture.

So wth that, I'll talk alittle
bit about the role of the National Energy
Board. W are the organi zati on established by

the Parlianent of Canada in 1959 to regul ate
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the construction and operation of

I nterprovincial and international pipelines,
as well as international and designated

I nterprovincial power |ines.

About 20 or 25 years ago we
assuned the responsibility of regulating oil
and gas exploration and production in Canada's
north and certain offshore areas that aren't
covered by offshore accords. W also regul ate
the export and inport of oil, gas, natural
gas, liquids, and electricity, and then
finally pipeline traffic, tolls, and tariffs.
We do requlate through the entire life cycle

of a project, so our first interaction with

conpanies wll be prior to receiving the
application and then we'll regulate right
t hrough to abandonnent. | like to equate it

to kind of a conbination of what you see with
FERC, PHVBA, and BSEE down here. A |lot of
stuff going on with 450 peopl e based out of
Cal gary.

So here's what our world | ooks
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|i ke north of the border. This is the

pi peline network and it goes fromthe Pacific
Coast to the Atlantic Coast. There's one

pi peline right now that comes down fromthe
Nort hwest Territories. And there are a nunber
of other pipelines on the drawi ng board. The
Nat i onal Energy Board Panel |ate |ast year

rel eased its decision on a proposed northern
gateway project from Ednonton to the Pacific
Coast. And that's now with the governnent of
Canada to nmake their decision. And in front
of us are a couple of significant projects in
Enbridge's Line 9 reversal, Energy East for
TransCanada, and Ki nder Myrgan's tw nning of
the Trans Mountain Pipeline that goes from
Ednont on down t hrough the Rockies to the
Vancouver area.

So with respect to the regul ation
of pipelines, specifically their construction,
operation and eventual abandonnent, the NEB
has in place a conprehensive suite of enabling

| egi sl ation, regul ation and nati onal
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standards. The key instrunents are referenced
above on this slide. And if you bear with ne,
as | go through this there's a lot of detail
in sone of the analysis we've done. And | am
going to be referring to the notes on ny
slides here.

So when one | ooks at our
regul atory framework, you'll see that we start
by defining the safety and security,
envi ronnmental protection and econom c
efficiency outcones to be achieved. For the
nost part this approach provides regul at ed
conpanies with the flexibility to determ ne
the neans to achi eve the outcones. This
approach encourages i nnovation and the use of
nost appropriate technol ogy. Conpani es nust
persuade us that they have sel ected the
appropriate neans to achi eve those outcones.

And |'ve got an exanple and it
comes out of the Canada G| and Gas Drilling
and Production Regul ation, Section 19. The

operator shall take all reasonabl e precautions
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to ensure safety and environnental protection.
So with that, the conpany needs to provide
evi dence to us that what they've selected or
what they're proposing to do neets the
obj ective that we've set in regulation

So the framework offers a
systemati c approach to managing risk. |t
I ncl udes several nmanagenent system franmeworks.
Al'l have common el enents such as | eadership
comm tment, conmmuni cation wi th personnel at
all levels, conprehensive identification of
hazards, risk assessnents, proactive reporting
of near m sses and incidents, as well as
continual inprovenent. Continual inprovenent
Is critical and nust nake reference to the
day-to-day operations and standardi zed
consi stent docunented and robust nmanagenent of
safety, security and environnmental protection
during all regulated activities.

So here's where | want to tell a
little bit of a story, and it's sone anal ysis

that we've done. And we started | ooking at
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the evolution of safety as it relates to nmjor
hazard i ndustries, be it pipeline, be it

of fshore, be it on-shore oil and gas

expl orati on.

So in between points 1 and 2, and
point 1 is on the left-hand side of the slide,
was the stage where peopl e kept making
m st akes. Concept is you can't fire themall,
So it resulted in a supervise them approach
At stage 2 in the mddle safety departnents
were created. Siloed safety professionals
tried to supervise errors out of the system
Later they tried to advance human factors
awareness. And finally on the right-hand side
at stage 3 these professionals realized that
there were deeper lying conditions that set
the individuals up to commt errors. There
were active and latent threats in the system
that created conditions for errors and
accidents to occur. Soon these professionals
found thensel ves in the board room as

advocates trying to argue for bigger budgets,
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nore resources, greater power to effect change
beyond their predefined safety scope.

Over tinme there was success as the
evi dence nount ed t hrough acci dent
I nvestigation findings. Systens thinking
i ntroduced a nore holistic approach to safety
once it was denonstrated that often nanagenent
unwittingly created the conditions for an
accident to occur. Safety becane everyone's
busi ness, not just that of the safety manager
and team Executives becane engaged as they
were made aware of the potential inpact of
their decisions, particularly those related to
the allocation of human and fi nanci al
resour ces.

This fornms part of the culture
shift that acconpani es a nmanagenent systens
approach to safety, which |leads us to the
| atest step change in safety nmanagenent, the
under standi ng of culture indicators, et
cetera. At our board, and I know wi th other

regulators, we are in the early days of this
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very di scussions, the rel ationshi ps between
managenent systens and safety cul ture.

So | ask the question. |Is this
just a theory or do we have evidence that this
hol i stic approach can effectively advance
safety, security and environnental protection?

Janes Reason, a psychol ogi st who
studi es human error and acci dent causation,
notes that there are different types of
accidents, individual and organi zational .
Organi zational accidents are rare yet
cat astrophi c, have w despread consequences on
uni nvol ved popul ati ons, assets and the
envi ronment or current systens that have been
built with nultiple defenses, have nultiple
causes invol ving many people, include judgnent
and deci sion nmaking errors and have inpacts
that endure long after the event itself.

Reason notes that organi zati onal
accidents are a result of advancenments in
technol ogy which have radically altered the

rel ationshi p between systens and the hunans
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working with them And while these types of

accidents are difficult to predict, there are
patterns that can be detected in their root
causes and so there are lessons to be | earned.
Managenent systens as a neans of addressing
risk is one such devel opnent.

And here's the evidence. The NEB
recently conm ssioned a study that conpared
I nvestigation reports from several najor
hazard accidents. A cross-section of
I ndustries were included in the study and the
results provide great awareness to the
guesti on why nanagenent systens?

So we | ook at the Ccean Ranger
of f shore pl atform sinki ng, Chernobyl nuclear
power plant radiation rel ease, the Piper Al pha
of fshore platform explosion and fire, the
Westray m ne expl osion, Esso Longford gas
processi ng plant explosion in Australia, the
Col unbi a Space Shuttle breakup upon entry, the
Texas City Refinery explosion, and finally the

Deep Water Horizon accident.
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In this graph a red X indicates
that the investigation report identified a
rel ated deficiency to the managenent system
el ement. A green thunbs up indicates that
I nvestigators found the elenent to be
adequate, in other words, not a causal factor.
Not addressed in text indicates that the
I nvestigation report was silent on the subject
and no judgnent could be nade on its
ef fectiveness.

Here we see a very clear pattern
energe. Safety policy and conm t nent
statenents were present in each of the
managenent systens, however hazard
identification, risk assessnents and the
related controls were deficient in the
maj ority of the scenari os.

Looki ng at the inplenentation of
t he managenent system we see that very few
el ements were present or effectively executed
in order to create barriers to negative

consequences. Managenent of change was noted
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as a causal factor in all incidents that
considered this particular factor.

Communi cati on, docunentation and docunent
control as well as operational control --
that's procedures to address normal and
abnormal conditions -- were consistently noted
as i nadequate.

Finally, when we | ook at the
checki ng and review el enents which are
critical to ensuring continual inprovenent
wthin the system we see another clear
pattern energe. |nspections and nonitoring,
corrective and preventative actions to address
identified deficiencies, records managenent
and managenent revi ew were consistently noted
as being causal factors. The effectiveness
and the internal auditing were noted in four
of the eight incidents with three reports
remai ni ng silent on the subject.

The overall findings of the NEB
Comm ssion report indicate that when

organi zati onal accidents occur there is often
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a noted di sconnect between the conpany's
vision and policies, in other words, what they
say, and their planning, inplenentation,
nmoni toring and review, in other words, what
they do. The authors of the report also
acknow edge that it is critical that
organi zations capture their contractors'
activities in their Safety Managenent Program
I n addition, accidents and near m sses, or
what we like to call near hits, contain vital
I nformation about active and |atent threats to
safety. This |earning nust be acted upon and
communi cated in order to effectively nanage
safety.

So here we | ook at what we've got
in place at the National Energy Board. So
| ooki ng at the NEB we have managenent system
requi rements under all of our enabling
| egi slation. Under the Canada G| and Gas
Qperations Act we have the Drilling and
Producti on Regul ati ons which require operators

who apply for authorizations to denonstrate
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that they have a managenent systemin place in
order to even qualify for an authorization,
that they have a safety plan and environnent
protection plan that nmakes reference to the
managenent system and denonstrates how it wll
be applied to the proposed work or activity.
Under the National Energy Board
Act we have the On-Shore Pipeline Regul ations
1999, or OPR-99, which includes outcone-based
provisions for safety, integrity and
envi ronnmental protection progranms. The
Canadi an St andards Associ ation, CSA-Z662,
called G| and Gas Pipeline Systens, was
I ncorporated by reference in the OPR  This
i ncluded a requirenent for a safety and | oss
managenent system
Wiile the OPR-99 was effective, it
didn't include a couple of key areas of
regul ati on, that being security and energency
managenent. In the spirit of continuing
I nprovenent the board noved forward in 2011

Wi th a proposed regul atory change to build on
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and address sone gaps within the OPR-99.

Last year the new OPR was
pronul gated. It contains a full spectrum of
pl an, do, check, act cycle. It's tailored to
the NEB mandate for pipeline regulation,
ensures |inkage between the conpany's policies
and their planning, inplenentation,
nmonitoring, and review. |t applies to all OPR
programareas including integrity, safety,
security, environnmental protection and
emer gency nmanagenent. And it al so includes
safety culture provisions for an accountabl e
officer to be appointed who's responsi ble for
t he managenent system also a requirenent for
an annual report on performance on the
managenent system and a policy and process for
internal reporting of hazards.

So I'll end with this slide, and
this is where | would nornmally lead into the
safety culture discussion. This slide is
I nportant because, as our chair says, it's all

connected. You need to have a nmanagenent
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system and within that nmanagenent system you
need to have the concept of safety culture
intertwine there. And of course if you don't
have | eadership, you're going to fail. So we
like this diagram And, Jeff, | know you' ve
seen it a couple tines. W've used it in
Calgary and we'll continue to use it to
denonstrate how everything needs to be working
t oget her.

So, Jeff, I'lIl leave it at that.

ACTI NG CHAI R TAHAMTANI :  Thank
you, Patrick.

Any questions for Patrick?

You're saving it all for tonorrow,
Is that what you're doing? Tonorrow s going
to be a late presentation, Patrick, right?

MR, SMYTH 1"l try.

ACTI NG CHAIR TAHAMTANI : It may be
just you and ne in the room

(Laughter.)

ACTI NG CHAI R TAHAMTANI : Go ahead.

MR WESE: WlIl, first of all,
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t hank you, Patrick. And thank you again,

Brian. Because | think as you see, these

di scussions | think are going to be nore and
nore sort of a facet of our |andscape in this
Commttee. We have our Managenent System
Standard draft, which |I've sent to both of you
again, for the purposes | think, Brian, that
you brought up, you know, better alignnent
makes sense for everyone concerned.

But Gaetan Caron had an
interesting coment at -- and he's the chair
of the NEB. He sits on the NARUC Gas
Commttee with ne and we did a panel recently.
| lToved his quote. I'mnot sure |I'll get it
quite right. But we were tal king about safety
culture and what's the role of the regul ator?
And that's been actively debated w thin our
Comm ttee, you know? And to this day |I'm not
sure that | have a good answer to the
question. You renenber Gaetan's quote?

MR, SMYTH:  Yes, | actually have

it here. And he referenced it again at a
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meeting | attended with himin Mntreal just
at the beginning of this week. He says we're
not quite sure how we're going to nove forward
wth the concept of safety culture, and he
equated it to a bit Iike that dog chasing the
car. |It's succeeds by grabbing the rear
bunper, but what does it do wth the car next?
So we haven't figured it out. W' re chasing
the bunper. W think we've al nost got it.
W're trying to figure out so what does it
| ook I'i ke after we've got the bunper?

MR WESE: Yes. But |I'll say
that your graphic does nake a | ot of sense.
I think we all understand that you can have
t he best safety managenent systemin the
wor |l d, but w thout an appropriate safety
culture it wll fail, you know? But if you
just build the safety culture, you know, and
wor k on those issues, it's probably not going
to succeed. So it does take kind of an
interaction of all these things.

| hope that the Commttee and the
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public who attend the work shop tonmorrow wil |
see a lot of this discussion that's com ng
forward. So | really ook forward to that and
I know Patrick is going to be tal king about
safety culture nore there. JimWitson wll be
kicking us off. And |'mpretty sure that

he'l |l be addressing all of these things.

Al though | gave Jim you know, carte bl anche
to cover what he wanted, |'ve known himl ong
enough to know that he'll hit it, he'll hit
the target.

So | just wanted to thank you both
for taking tinme out of your schedules, | know
you' re both busy, to cone and join us. And
hopefully we can continue that dialogue. So
very good.

MR. SMYTH.  Thank you for asking

MR, WESE: Yes, absolutely.
ACTI NG CHAI R TAHAMTANI : | think
Andy, you had question?

MEMBER DRAKE: | was just going to
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see if we could get copies of your
presentation materials, both of you. | think
it would just be good for reference material.

| think there's a lot of thinking that's going
to go on on this issue.

MR WESE: Actually, all the
presentations will be posted to the docket,
but if you'd like, we can email themout to
the Advisory Comm ttee nenbers.

(O f the record comments)

MR, SMWTH.  Wth the deck that |
just went through you're going to get the
added bonus of | think about a dozen slides
beyond this that tal k about the safety culture
work we're doing. Yes, so it's a good thing.

Before | wrap up, Jeff, | just
want to say that it's not the Canadi an thing
to do to rub salt in the wound, Brian.

(Laughter.)

MR. WESE: There we go.

MR SMWYTH  But | will nention

that in addition to Brian -- to Justin Bi eber
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having to stay down here and to Canadi an nen
wi nni ng gol d, the Canadi an wonen went gold as
wel | .

(Laughter.)

ACTI NG CHAI R TAHAMTANI : Al
right.

MR WESE: W won't tal k about
medal counts though.

(Laughter.)

ACTI NG CHAI R TAHAMTANI :  Thank
you, Patrick.

MR WESE: So | think we're going
to continue on wth our performance neasures
thing. W decided in the interest of tine and
W th your perm ssion -- you know, we
interrupted Alan and Linda before. W'IIl give
them an opportunity to talk. Performance
nmetrics are obviously part of this whole
systemthat we're having to tal k about, so
with your perm ssion we'll continue wth that
and ['ll turn themand let themrun that.

ACTI NG CHAI R TAHAMTANI :  You know,
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iIf it were up to ne | would have given you two
br eaks by now.

(Laughter.)

ACTI NG CHAI R TAHAMTANI :  But PHVBA
Is just a tough hardworking -- who's up? Al an
and Li nda?

M5. DAUGHERTY: Yes. W'l be
short.

So where we were, we were talking
about sone of the itens that we had up on this
list. You know, we tal ked about, you know,
the Liquid and the Gas Team The things that
we have here on PHVBA' s score card Al an was
nmentioning, these are itens that PHMSA has
| ooked at. Wat we've done is we've gone
t hrough our data to say if we need to eval uate
operators and try to figure out how one
operator conpares to the normof simlarly
situated operators. |In other words, |arge
operators versus |arge operators, small versus
smal |

Here are sone of the things that
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we've put on. Not going to go through them

but they'll be in your slides. The Data Teans
can mull over them W' ve presented themto
the Data Teans. They can just say, hey, is
this useful or is this not good information?
There's a whole lot of stuff in here we are
currently using and refining.

The next step is, you know, you've
heard Alan and | talk. W've talked about all
the different things we're doing and how we're
trying to get the Data Teans together. W've
asked a few fol ks representing different
sectors to huma few bars on what they see.
And we're just tal king a short anmount of tine.

So | know everybody's ready for
their break or ready to go end the day. So
W t hout further ado |'m going to spool up Andy
Bl ack to speak on behal f of Liquids.

MR, BLACK: First, self-
introduction. |'mAndy Black with AOPL, the
Associ ation of Ol Pipe Lines. W represent

the owners and operators of |iquids pipelines

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 343

as does APl and ny col | eague Peter Lidi ak.

There's an expression on Capitol
H Il that is used to describe situations |like
this when nenbers of Congress are eyeing
flights and their interest in debate starts to
wane, and that expression is that the snell of
jet fuel is intoxicating.

(Laughter.)

MR BLACK: | snell jet fuel here,
so | wll not take that |ong.

We think this is a great idea.
ACPL and APl have | ong maintained netrics for
assessing how the industry has done and how
operators individually are doing and we think
the idea of PHMSA to pursue a consensus set of
metrics is a great idea. W' ve been using our
own netrics on an ad hoc basis with
st akehol der and presentations of the Pipeline
Safety Trust and other places. W've recently
standardi zed that. Wen TimFelt wal ked you
t hrough sone of the reporting that we're

doing, there's a commtnent now to do annual
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reporting on how the industry is doing year
over year.

The two nmetrics that we have
generally used in those settings are rel eases
per mles of pipe or releases nomnally and
volumes. And | think that's consistent with
the thene that Linda is tal king about. W
have a pipeline performance tracking system
for the liquids industry that collects
i nformati on about incidents in addition to
what is reported to PHVSA. It collects a
little nmore information that our teanms have
been mining through a data mining teamto try
to identify some | earnings and | eading
i ndicators and identify where safety is not
i nproving as fast on a subset of issues as it
Is on other sets of issues. W' ve used that
type of analysis of data in our strategic
pl anni ng. Those seven initiatives that Tim
Felt outlined are partly informed by where we
want to inprove safety where it again is not

i nproving at the pace of other things.
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We believe that in this

conversation the netrics should be about
performance. In a group we have suggested two
general goals of netrics in accessing
performance. The first is to identify the
success of operators and of the industry in
integrity managenent. And the second is to
neasure the effects of pipeline rel eases upon
peopl e, property and the environnent.

For the first goal of assessing
the success of integrity managenent prograns
we have suggested in the early discussions of
this liquids consensus netrics di scussion the
following. That we use PHVSA data on the
right-of-way and assess failures attributed to
integrity-related failure causes per mle. So
that's failures of corrosion and of pipe
material and weld, again per mle so that
PHVSA can assess how the industry has done
over tinme on nmanaging integrity-rel ated
failure causes.

That second goal | nentioned is to
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assess the effects of pipeline rel eases upon
peopl e, property and the environnent. And the
nmetric that we have suggested in the early
stages of this group is to use the PHVSA
definition of significant rel eases and
identify rel eases per mles of pipe.

Now I'd |1 ke to spend just a quick
nmonment on what PHVSBA includes in its
definition of significant releases. It's any
I ncident involving a fatality or an injury
requiring hospitalization, any rel ease on the
liquid side involving an explosion or fire,
any release of 5 barrels of a highly-volatile
liquid, of 50 barrels of any other liquid, and
any rel ease involving a total cost of $50,000
measured in 1984 dollars. W want to use
significant rel eases because they're nore
significant than all other rel eases.

When we continue this discussion,
we' d advocate perhaps a revision of
significant, not so that we have fewer

identified, but that we're focusing on the
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types of releases that really matter. | said
5 barrels of highly-volatile liquid, 50
barrels of other liquids. Perhaps that nunber
shoul d be higher. That's a conversation that
we | ook forward to having within this group.

And one criteria for a significant
rel ease is $50,000 of total costs neasured in
1984 dollars. W're not really sure that's
the right way to neasure the effect upon
peopl e, property and the environnent when that
I ncl udes cl ean-up costs. And you m ght have
rel eases in area A reach that threshold but
not in area B.

So we're excited about the
opportunity to discuss this. Those are two
we're ready to discuss nore. W hope that in
a future neeting we bring to you a consensus
that we've identified with Carl and ot her
nmenbers of the public and PHVSA, because we
think this is a good effort. Wrking on
metrics neasuring the industry and operators

over tinme is sonething that we believe in.
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M5. DAUGHERTY: Thank you.

MR. BLACK: Thank you.

M5. DAUGHERTY: Thank you, Andy.
Very nicely done.

And our next speaker is?

MR, MAYBERRY: Yes, thanks, Andy.
For the Gas Team|'d ask Scott Currier to cone
talk to us.

Scott is a nenber of the team and
he' Il just give sonme comments fromhis
perspective representing the operators.

MR CURRIER Yes, so | got an
advanced copy of this slide deck and I think
there's only 30 slides init, so | think
there's only ne and two slides between you and
getting out of here. So I'll hopefully nmake
It short here.

My nane is Scott Currier. |I'm
with | NGAA. W have about 24 nenber conpani es
representing about 200,000 interstate natural
gas pipeline mles. And just wanted to echo

the comments that were said here previously ny

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 349
Andy, Linda and Al an.

And first of all, | wanted to
appl aud PHVBA for putting together this team
to focus on the data quality. It last canme up
at a work shop that was held | ast January, the
Data Quality Wrkshop | believe it was call ed,
where Christina Sanes of the AGA called for
these conmttees to be put together to really
focus on the quality of the data we're
currently collecting and to really standardi ze
on the analysis and what the data was telling
us and agree on conmon nessagi ng.

Sol think I'd like to recogni ze
her for bringing that to everyone's attention
and appl aud PHVBA for putting together this
team even though unfortunately the first tine
we nmet, we showed up that norning and PHVSA
was nowhere to be found because they were on
furl ough.

(Laughter.)

MR CURRI ER. But needl ess to say,

you know, we got sone stuff during that
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nmeeti ng, but the next one was nuch nore
producti ve.

| think Linda said two key points
here that 1'd like to reenphasize; and that's,
you know, focusing on on | eading and | aggi ng
I ndi cators both and that, you know, at this
Data Quality Wrk Shop that was held | ast
January the various stakehol ders showed up,
plotted the sane data on different graphs.
And, you know, | think one of the things we
want to do is drive comon nessagi ng and agree
wi th, you know, Carl, PHVBA and all the other
I nterested stakehol ders on what the data is
actually telling us.

And | think one of the prinmary
focuses of this effort is to really first ask,
you know, what are we trying to find out and
then tell us, you know, what kind of data do
we need to tell us that versus taking the data
we al ready have, plotting it and then trying
to gather fromit conclusions that it m ght

not willingly lend us to.
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One of the other things that |

believe is really inportant to the Gas Data
Quality Action Teamis the quality of the data
going into all these netrics. | know that's
sonet hi ng that nmaybe wasn't discussed here
quite yet, but | wanted to spend a mnute
tal king about it.

There are a | ot of instructions
t hat acconpany these annual report forns and
I ncident report forns and sonetines | think
the operators filling it out have the best
intention trying to fill out the nbst accurate
data they possibly can, but sonetines the
I nstructions, you know, can be interpreted one
or multiple different ways. So | think that's
an effort that the Conmttee here is going to
take up in reviewing that data to nmake sure
we're getting quality data as it's very
I nportant when we end up rolling all this data
up into the performance netrics.

And then one last thing that |

wanted to tal k about is, you know, you saw a

Neal R Gross and Co., Inc.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

Page 352

much of netrics flashing up on the screen
there and I think they're all very inportant
and they're a starting point for this group.
They m ght change over tinme, but one of the
things that | think this Commttee, this Gas
Data Quality Teamis going to look at is, you
know, prior to actually plotting the data what
are the conclusions we're going to gather from
it so we don't plot it and then we try to
force fit our opinions on what it's telling
us? So | look forward to those di scussions
with Carl, PHMSA and others so that we can
really narrow down on our nessaging to
determ ne the state of pipeline safety.

| know there's one thing in
particular that from you know, tinme to tine
there's always these underlying nessages to
the data that gets plotted. You know, one
such nuance is significant incidents where the
definition of those has changed over tine. So
when you see these spikes and valleys in the

data it's really hard to trend. So | think
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I'"d really like the teamto focus on that and
review sort of what it nmeans when we end up
plotting it and naybe put sone nessaging to

It.

So that's all | had. Appreciate
you guys.

MR, MAYBERRY: Wth that, | know
we're getting close on tine, Carl, | don't
know i f you wanted to weigh in or -- okay.

Al right.

ACTI NG CHAI R TAHAMTANI :  Sonebody
find Jeff?

PARTI Cl PANT:  Yes, he'll be right
back.

ACTI NG CHAIR TAHAMTANI : O "I
finish it off without him

PARTI Cl PANT: He wanted to cl ose
It out.

ACTI NG CHAI R TAHAMITANI :  Yes. So,
no questions for these fine two teans that are
headed by two fine people that will have a

product to us no later than the end of the
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year ?

You all didn't give us a deadline
here. | knew |'d get sonebody to start
t al ki ng.

MEMBER FLECK: One just quick
general question while we're waiting for
sonmeone to return.

(Laughter.)

MEMBER FLECK: Actually I was
really fascinated by all the discussions on
performance neasures, and there's one that has
me concerned and there's one that's had ne
concerned for a long tine, and that's any
measure around the nunber of violations a
conpany receives fromtheir regqulators. And
| think what you need to do is really think
hard about materiality, about conparisons, one
conpany agai nst anot her.

Sonme states do an extensive anount
of analysis and create violations for one-
hundred of a pound excursion over MAOP,

m ssing a date, an inspection date by one day.
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In Hurricane Sandy, you know, we m ssed a day
because the hurricane hit. You know, those
kind of things. But if you just print those
nmeasures, you know, nunber of violations on an
external Web site and the public | ooks at it
and they see 1,000 violations and they don't
understand the context and materiality behind
It, they can becone unnecessarily anxi ous and
upset .

And | think that's one that's
going to need nore art than science and | w sh
you luck in figuring it out, because that's a
tricky one that you're going to have to deal
with. And Massoud knows what |'mtal king
about. If you |look at the enforcenent across
the various states, it is far fromeven. And
we don't even define a | eak the sane way, so
we don't define a violation the sane way.
It's areally tricky one and |I'mvery
concerned about it, as are a | ot of conpanies
in the states that do have the extensive

I nspection and witing violations.
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ACTI NG CHAI R TAHAMTANI :  Thank

you, Sue.

Jeff?

MR WESE Wll, Carl, | was
counting on you for enough tine to get out.
Since this guy is such a task master, we can't
even get a body break.

So be that as it may, there are
ot her ones that | would point out here, and
Carl and we have debated this tinme and tine
agai n, how many vi ol ations you have per
I nspection. And the public and even the other
entities in Governnent who | ook at our
regul ati ons al ways want to ask how many nore
I nspections are you going to do? And | go,
wel |, you know, it is not that sinple.

You know, we had about a dozen
different kinds of inspections. Otentines
they were layered in by statutory
requirenents. We built a program W
executed it. We went out and we went around.

Now what we're doing is an integrated
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I nspection. And | think you heard comments
about risk-based i nspections com ng out of
people. You heard | think things that take us
-- and it's useful to have a conversation on
that topic. Craig Pierson is going through
one of our integrated inspections right now,
so |I'"'msure that he would have sone
interesting comments. | don't know, have any
of you guys had an Il yet? You have?

PARTI Cl PANT: We had one | ast year
and we're getting another inspection this
year.

MR WESE: Oh, okay. But
I ntegrated inspection -- so for what defense
"Il make there, is to say that the integrated
IS an attenpt to stop comng out to see you
six times for different kinds of things.
W're trying to cone out and see people for
the reasons that we need to be there. R ght?
And it's a really useful conversation to have
because it relies on the data, it relies on

performance netrics, you know, and we don't
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have enough resources to go everywhere.

You know, we used to run our
I nspection programthat we would try to
I nspect everyone every two years. Well, first
of all, it was hard to do. And secondly,
Congress kept layering in new requirenents.
So eventually we've integrated these things.
But | think we have a | ong ways to, but |
think it's the right direction. But it's not
as easy as people think and we can't even get
people to agree on risk ranking of the code,
you know? You know, what violation is worse
t han anot her one? GCh, ny God. You know, we
had knock-down drag-outs even inside the House
on that thing.

So any rate, I'Il just say we have
a lot of work to do on perfornmance netrics.
It's a pretty difficult subject, but it's
really inportant. And close to ny friend Ron
by saying it's very nuch part of the SMS, you
know? And | think that that's a rel ated

conver sati on
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ACTI NG CHAI R TAHAMTANI : Wl |

Jeff | hope you don't mnd that | gave Al an
and Linda a deadline of the end of the year
to --

MR WESE: You gave themthat
| ong?

(Laughter.)

M5. DAUGHERTY: | like this.

MR WESE: Was there noney that
changed hands here or what?

MR. MAYBERRY: W were going to
say April and he gave us --

MR WESE: Onh, great.

(Laughter.)

ACTI NG CHAI R TAHAMTANI :  End of
t he year.

MR WESE: And they say you're
tough. You know, where is that?

ACTI NG CHAI R TAHAMTANI :  Not when
I"'mclose to D.C

Wth that, |I think we've conpl eted

the agenda and I'mgoing to turn it over to
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Jeff for sone closing remarks.

MR WESE: kay. As usual, |
don't have --

ACTI NG CHAI R TAHAMTANI : | ' m
sorry, | thought we were done.

MEMBER KUPREW CZ: Yes, |'m going
to hold everybody for a couple comments here.
Ri ck Kuprew cz representing the public on the
Liquid Commttee.

First of all, in ternms of
transparency of data and the progress that has
been nmade over the |ast 10 years you have an
excellent story to tell here. GCkay? Are you
there? No. You' ve conme quantum |l eap froma
publ i c perspective, and Carl can speak for,
you know, his organi zation, but input I'm
getting fromvarious representatives of the
public. So if you | ook at the studies that
have been made, it's a very good story, so you
want to carry that into the next re-
aut hori zation as a possi bl e suggestion. Al

right?
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So it says you need to get this
fairly conplete. Now, conplete doesn't nean
perfect. Al right? And you're going to hear
a |l ot of people getting apprehensive. | would
use as an exanple the nuch effort that went
into the performance netrics for the D M
regulation. And fromwhat |'ve seen and
various testinonies and various different
conpani es associated with DI MP, you know,
they're not perfect netrics, but they really
are show ng that people are getting it. So
kind of keep it at that higher level. You
want to be able to get that to the public in
sone manner that they can figure out.

And the comment about m ni m zing
the nunber of clicks, I'"'mfairly conversant in
Web stuff and all that and |I'm | ooking for
stuff and | can't find it. And | have to go
call Carl and say do you guys know how to get
there, because | don't? And so there is a way
to inprove that.

So don't | ook at perfection on
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this. Continually nove on the transparency
Issue. It's an excellent story on a |ot of
stuff that everybody's conpl ai ni ng about, but
you' ve nade a good stride here. So build off
that success and don't | ook for perfection.
And with that, I'll shut up.
MR WESE: Yes, |I'll pay you
| ater, R ck? Ckay.
(Laughter.)
MEMBER KUPREW CZ: Fifty bucks.
MR WESE: Fifty bucks. kay.

Renenber, they've frozen our pay for three-

plus years now, so we'll have to negotiate
t hat one.

So with your permssion, | really
don't have nuch to add. | nostly wanted to

t hank you and wi sh you well and safe travels
back to your honmes. | really enjoy -- you
know, |I'Il tell a quick story by saying when

| first joined OPS and | went through several
of the Advisory Commttee neetings, | renenber

thinking -- 1'"Il use different ternms, but what
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a pain. You know, what a pain.

(Laughter.)

MR. WESE: Because | had to do a
| ot of work to prepare for it. The beauty of
it nowis other people do the work and | just
show up at the neeting.

(Laughter.)

MR WESE: No. No. Just
kidding. | really have cone to appreciate the
Advi sory Commttee. W build a consensus
here, and sonetines it's not pretty |like the
pl astic vote. You know, that was rough and |
never |ike to cause, you know, that kind of
anxiety. For sone of the people |I think you
m ssed sone of this, but there were sone tense
nmonments. And we had sone side conversations
and | think we did the right thing, you know,
but certainly not all parties wal ked away from
t hat one happy canpers. So don't |like to do
that. Like to do the work in advance so that
when we get there it's not that kind of a

fight, but | appreciate that.
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And as | talked to sone of the
menbers about that fight they openly said that
they were conflicted, you know, and they
couldn't have voted to support the party who
lost in this particular case, but you know,
were quite torn. So | realize it's not an
easy task sonetines. |It's not black and
white, the stuff that we do. And | very mnuch
appreciate it.

So I'l'l close with commendi ng
those of you who can and rem ndi ng you t hat
we'll have a full day work shop tonorrow

starting at 8:00 a.m | think in this sane

room although we'll be set up differently.
| do encourage you to cone. |If you can't
conme, there's a Wb cast and we'l| al so be

doi ng YouTube portions for sone of the panels.
So |l think wwth that 1'lIl w sh you
wel | and thank you agai n.
MR, SATTERTHWAI TE: Ch, just real
qui ck.

VR. W ESE: Sur e.
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MR, SATTERTHWAI TE: Actual ly

they're going to nove us down a coupl e of

r ooIs.

MR WESE: OCh, we are? Ckay.

MR, SATTERTHWAI TE: So we'll be on
t he end.

MR, WESE: (ood.

MR, SATTERTHWAI TE: So they did do
that. It was like a |ast-m nute thing.

MR WESE  Ckay.

MR, SATTERTHWAI TE:  Anot her thing
on the presentations. W'IIl go first probably

on the neeting page for nenbers of the public.

And it will be in the docket and it will be on

our Web site. And I'll try to send sonething
to the nenbers as well. [If you have any
questions as far as like the electronic -- you

know t he briefing sheet or anything |ike that,
feel free to give ne a call or send an email
W were trying to figure out we want to do
that. Feel free to send any comments that you

have. | don't knowif we're going to do any
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ot her type of survey on that. But that was
all | had.

MR WESE: GCkay. And | also want
to thank Caneron. | nean Caneron picked up
several jobs here unexpectedly due to people
being ill. W had two people in that group go
out .

So | did see, by the way, the
cervical fusions that John had. There was an
X-ray of those. Quite interesting to take a
| ook at that.

But | thank you very nuch
Caner on.

| think | did nmake sort of a
general offer to the group that we'll just
send out to themthe PowerPoi nts, whatnot.
Andy or sonebody had asked for that, so we'l]l
try to do that

MR SATTERTHWAI TE: Al so wanted to
just add in there Cheryl did a great job just
setting things up, because it was easy to pick

up. So she did a good job, as she al ways
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does, even though she wasn't here to get the
credit, but I do want to give her the credit.
A lot of work she did conmunicating with you
all throughout the year and things such as.
And if there are any errors or anything like
that in your nanme tags or anything, feel free
to give us a call and we'll work on it to get
it better than we have. So that's all.

MR WESE: Al right. Thanks,
Caneron. Thank you agai n.

All right. Safe travels.

(Wher eupon, the neeting was

adjourned at 4:36 p.m)
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CERTIFICATE

This is to certify that the foregoing transcript

In the matter of: Jojnt Meet i ng

Before: DOT

Date: 02-26-2014

Place: Arlington, Virginia

was duly recorded and accurately transcribed under
my direction; further, that said transcript is a

true and accurate record of the proceedings.

Court Reporter

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com
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