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Dear Mr. Moore:

On February 26 through March 2, 2007, representatives of the Pipeline and Hazardous
Materials Safety Administration (PHMSA) pursuant to Chapter 601 of 49 United States Code
inspected your Integrity Management Program in Denver, Colorado.

As aresult of the inspection, it appears that you have committed probable violations of the
Pipeline Safety Regulations, Title 49, Code of Federal Regulations. The items inspected and
the probable violation(s) are:

1. §195.452 Pipeline integrity management in high consequence areas.

(f) What are the elements of an integrity management program? An integrity
management program begins with the initial framework. An operator must
continually change the program to reflect operating experience, conclusions
drawn from results of the integrity assessments, and other maintenance and
surveillance data, and evaluation of consequences of a failure on the high




consequence area. An operator must include, at minimum, each of the following
elements in its written integrity management program:

(4) Criteria for remedial actions to address integrity issues raised by the
assessment methods and information analysis (see paragraph (h) of this section);
(h) What actions must an operator take to address integrity issues?

(4) Special requirements for scheduling remediation.

(i) Immediate repair conditions. An operator's evaluation and remediation
schedule must provide for immediate repair conditions...

Item 1A: §195.452(f)(4) and (h)(4)

An anomaly in the Tesoro Hawaii 10-inch Products Pipeline was identified as a Bottom
Side Dent with metal loss ( a 60 day repair condition ) when in actuality the anomaly
was located between the 8 and 4 o’clock position. A Topside Dent with metal loss is
classified as an Immediate Repair condition. Tesoro did not investigate immediately.

Evidence: Tesoro’s Dig List and Repair Record for Dig #7 (Item 626).
§195.452 Pipeline integrity management in high consequence areas.

(f) What are the elements of an integrity management program? An integrity
management program begins with the initial framework. An operator must
continually change the program to reflect operating experience, conclusions
drawn from results of the integrity assessments, and other maintenance and
surveillance data, and evaluation of consequences of a failure on the high
consequence area. An operator must include, at minimum, each of the following
elements in its written integrity management program:

(4) Criteria for remedial actions to address integrity issues raised by the
assessment methods and information analysis (see paragraph (h) of this section);
(h) What actions must an operator take to address integrity issues?

(2) Discovery of condition. Discovery of a condition occurs when an operator has
adequate information about the condition to determine that the condition presents
a potential threat to the integrity of the pipeline. An operator must promptly, but
no later than 180 days after an integrity assessment, obtain sufficient information
about a condition to make that determination, unless the operator can
demonstrate that the 180-day period is impracticable.

Item 2A: §195.452(f)(4) and (h)(2)

Discovery for the Refinery to Sand Island, and Sand Island to Shell Terminal pipeline
segments were not declared until 30 days after the vendor’s final report was delivered.
This is inconsistent with Tesoro’s current commitment to declare discovery when the

vendor’s final report is received.

Evidence: Tesoro’s IM007 Procedures for in-line inspection dated December 30, 2006.




§195.452 Pipeline integrity management in high consequence areas.

(f) What are the elements of an integrity management program? An integrity
management program begins with the initial framework. An operator must
continually change the program to reflect operating experience, conclusions
drawn from results of the integrity assessments, and other maintenance and ~
surveillance data, and evaluation of consequences of a failure on the high
consequence area. An operator must include, at minimum, each of the following
elements in its written integrity management program:

(4) Criteria for remedial actions to address integrity issues raised by the
assessment methods and information analysis (see paragraph (h) of this section);
(h) What actions must an operator take to address integrity issues?

(1) General requirements. An operator must take prompt action to address all
anomalous conditions that the operator discovers through the integrity assessment
or information analysis. In addressing all conditions, an operator must evaluate
all anomalous conditions and remediate those that could reduce a pipeline's
integrity. An operator must be able to demonstrate that the remediation of the
condition will ensure that the condition is unlikely to pose a threat to the long-
term integrity of the pipeline. A reduction in operating pressure cannot exceed
365 days without an operator taking further remedial action to ensure the safety
of the pipeline. An operator must comply with Sec. 195.422 when making a repair.
(3) Schedule for evaluation and remediation. An operator must complete
remediation of a condition according to a schedule that prioritizes the conditions
for evaluation and remediation. If an operator cannot meet the schedule for any
condition, the operator must justify the reasons why it cannot meet the schedule
and that the changed schedule will not jeopardize public safety or environmenial
protection. An operator must notify OPS if the operator cannot meet the schedule
and cannot provide safety through a temporary reduction in operating pressure.
An operator must send the notice to the address specified in paragraph (m) of this
section.

(4) Special requirements for scheduling remediation...

Item 3A: §195.452(f)(4) and (h)(1), (3), and (4)

Digs 26 and 28 on TAPL were not completed within 60 days from discovery. A
pressure reduction was not taken and no notification to PHMSA was made as required
by 195.452(h)(3).

Evidence: Tesoro’s Dig List and Repair Record for Digs 26 and 28.




Proposed Civil Penalty

Under 49 United States Code, § 60122, you are subject to a civil penalty not to exceed
$100,000 for each violation for each day the violation persists up to a maximum of $1,000,000
for any related series of violations. The Compliance Officer has reviewed the circumstances
and supporting documentation involved in the above probable violation(s) and has _
recommended that you be preliminarily assessed a civil penalty of $40,000.00 as follows:

Item number PENALTY
1A $10,000.00
2A $10,000.00
3A $20,000.00

Response to this Notice

Enclosed as part of this Notice is a document entitled Response Options for Pipeline
Operators in Compliance Proceedings. Please refer to this document and note the response
options. Be advised that all material you submit 1n response to this enforcement action is
subject to being made publicly available. If you believe that any portion of your responsive
material qualifies for confidential treatment under 5 U.S.C. 552(b), along with the complete
original document you must provide a second copy of the document with the portions you
believe qualify for confidential treatment redacted and an explanation of why you believe the
redacted information qualifies for confidential treatment under 5 U.S.C. 552(b). If you do not
respond within 30 days of receipt of this Notice, this constitutes a waiver of your right to
contest the allegations in this Notice and authorizes the Associate Administrator for Pipeline
Safety to find facts as alleged in this Notice without further notice to you and to issue a Final
Order. =

In your correspondence on this matter, please refer to CPF 5-2007-5031 and for each
document you submit, please provide a copy in electronic format whenever possible.

Sincerely, 7

Chris Hoidal
Director, Western Region
Pipeline and Hazardous Materials Safety Administration

Enclosure: Response Options for Pipeline Operators in Compliance Proceedings

cc: PHP-60 Compliance Registry
PHP-500 H. Nguyen (#118232)




