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It is a great honor and a real pleasure to have the opportunity to speak before an organization whose members, and the capabilities they provide, will be major contributors to the success of the pipeline industry in meeting emerging requirements for enhanced system integrity.  While the industry is facing the prospect of new, and potentially costly, federal regulations designed to assure greater system integrity, the reality is that much of what the industry will need to do to meet those requirements will be necessary in any case in order to expand the infrastructure, and sustain, and hopefully grow, the productivity of existing pipeline assets.
This Conference, which will provide you with an excellent understanding of these new federal requirements and put them in a context for the vital contributions of the geospatial industry, is coming at a time in the history of the pipeline industry where the most compelling issue is change.  As I will discuss further, the key challenge for the pipeline industry is to position itself economically, operationally, and politically to identify and maximize the potential benefits from the myriad of changes it faces while greatly enhancing its acceptance by the public and its elected and appointed officials. 
As we all know, no change exists in a vacuum, and every change influences much more than its own elements.  This is certainly true for the pipeline industry where an industry-wide credit crunch has led to an ongoing “shaking out” of companies and assets, as firms adjust their capital structures and redefine themselves as domestic, regional, or global players.  This shaking out of assets is occurring everywhere across the broad industrial sector, including in your industry.
From our perspective in PRCI, it is technology that will provide the foundation for the continuing viability of the pipe now in the ground and the pipe and related facilities that will have to be constructed to meet growing and changing demand.   Technology becomes even more important when one stands back and looks at the new set of pipeline owners who are now emerging from all the financial turmoil of the past two years.  Many of them have no history of owning, operating, and maintaining pipelines, yet they have committed substantial capital to enter this business, and they expect a suitable return on that capital.  

In broad terms, let me cite a few key areas of change facing the pipeline industry, either directly, or as a result of the pipeline role in the broader energy spectrum.  Each of these will be relevant to the issue of how the pipeline industry will respond to the new focus on integrity management.  I will talk more about these in a few moments.

· On the business side, the pipeline asset is under constant pressure to continue to be the cash cow that finances a range of opportunities under a holding company umbrella.  Some of these opportunities have turned into recent, often notorious, misadventures, causing the pipeline cash flows to be used for balance sheet repair instead of business expansion.  Yet the traditional roles of service and capacity provider remain unchanged.  Once these industry-wide financial dislocations are remedied, and pipelines have rebalanced their assets and liabilities, they will get back to basics, which includes providing service to expanding markets and thereby enhancing overall asset productivity and shareholder value the old-fashioned way.  
The ongoing need for capacity, coupled with a growing strain on supply, brings focus on the pipeline infrastructure – the existing pipe in the ground and the expansions and upgrades necessary to relieve bottle-necks, replace aging pipe, and bring new gas supplies to market.  In this regard, what has changed so dramatically in the last 18 months has been a far greater awareness of the importance of pipelines to the economic well-being of the Nation generally, and their critical importance to energy reliability specifically.  The California energy crisis of 2001 – 2002, and the more recent Northeast meltdown of the electric grid, are vivid examples of the need to understand and regulate pipelines in a manner that assures both system integrity and reliability, and energy deliverability. 
· On the operating side, the industry must constantly find ways to extend the life of the infrastructure and thereby sustain and enhance its value.  The ability of the industry to make the case to the public and the regulator that pipelines, if properly maintained, have a substantially unlimited life will be a strategic success factor.  In addition, the cost-effectiveness of the pending integrity management programs will be an important aspect of maintaining the economic viability of pipelines, particularly since the capital markets show no sign of becoming any less ruthless for the foreseeable future.  Today, there is simply less margin for error - design, operational, or financial. 

· And, on the legislative and regulatory side, the industry is facing unprecedented interest in pipelines under the glare of legislative, regulatory, and public concern as to its commitment to safety.  In North America and in Europe, to a lesser extent, there has arisen a strident cry for a zero-risk society, and this motivates the public, their elected representatives and the regulators that oversee pipelines, to implement increasingly stringent operating and integrity assurance requirements.  Building on several years of effort to move to a more risk-based regime for federal pipeline safety regulation, the Department of Transportation’s Office of Pipeline Safety responded to this demand by focusing on system integrity – a comprehensive look at all aspects of pipeline operation that could have an effect on safety.  However, this new regulatory paradigm does not come without costs, all of which are borne by pipelines, with the capital that would otherwise be available for system expansions being siphoned off by the operating costs required for system maintenance.

With this background in mind, I would like spend the balance of my time discussing in greater detail the impact of the new integrity management paradigm on the pipeline industry, with a strong bias toward the role of technology in assuring both industry and government that the pipeline system will continue to be the safest form of transportation, while serving as the vital life lines for energy reliability and deliverability.
