NOTICE OF PROBABLE VIOLATION
and
PROPQOSED CIVIL PENALTY

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

May 14, 2009

Mr. Larry J. Davied

Vice President - Technical Services
Magellan Pipeline Company, LP
One Williams Center

MD 27

Tulsa, OK 74172

CPF 3-2009-5004
Dear Mr. Davied:
On various dates between May 14, 2008 and December 5, 2008, representatives of the
Pipeline and Hazardous Materials Safety Administration (PHMSA) pursuant to Chapter 601 of

49 United States Code inspected your records and facilities in North Dakota, South Dakota,
Nebraska, Kansas, Missouri, Illinois, and lowa.

As a result 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. 8195.404 Maps and Records.

(a) Each operator shall maintain current maps and records of its pipeline systems
that include at least the following information;

(2) All crossings of public roads, railroads, rivers, buried utilities, and foreign
pipelines.



Magellan did not maintain a current map of the new 10” McPherson to Andale line built in
2006.

In 2007, Magellan’s cathodic protection personnel found that the new pipeline crossed
four (4) natural gas transmission pipelines that were interfering with the new line’s
cathodic protection. These four (4) lines were not on the alignment sheets. These
crossings should have been on the alignment sheet from the time the line went into service.
Additionally, during the field evaluation of this inspection, the new 10” line was driven
and walked to a test station at MP 2.179. After taking a reading, Magellan corrosion
personnel were not comfortable with the reading obtained. A brief investigation of the
area found that a liquid transmission line crossed the new line in this area. Again, this line
was not on the alignment sheet.

§195.404 Maps and Records.
c) Each operator shall maintain the following records for the periods specified;

(3) A record of each inspection and test required by this subpart shall be maintained
for at least 2 years or until the next inspection or test is performed, whichever is
longer.

Magellan personnel were not documenting the inspection of their control valves at the
pump stations.

Review of the over-pressure and pressure control records for the entire system found that
per Magellan’s SIP 7.13-ADM-015, Magellan personnel were to document the inspection
of the control valve that they do on the Protective and Control Device Inspection Record.
This was not being done. Magellan personnel indicated that the inspections were being
done, but not being documented properly.

8195.428 Overpressure safety devices and overfill protection systems

(a) Except as provided in paragraph (b) of this section, each operator shall, at
intervals not exceeding 15 months, but at least once each calendar year, or in the
case of pipelines used to carry highly volatile liquids, at intervals not to exceed 7%z
months, but at least twice each calendar year, inspect and test each pressure
limiting device, relief valve, pressure regulator, or other item of pressure control
equipment to determine that it is functioning properly, is in good mechanical
condition, and is adequate from the standpoint of capacity and reliability of
operation for the service in which it is used.

Magellan did not ensure that the over-pressure protection for their facilities located in Mt.
Vernon and at EI Dorado were inspected annually for the Mt. Vernon location and semi-
annually for the El Dorado location. Additionally, a thermal relief located at the Carthage
Station was not inspected semi-annually in 2005 or 2006.



Review of Magellan’s over-pressure protection records and the field evaluation of the Mt.
Vernon Station and at the Junction Valve site in El Dorado identified these two areas
where Magellan relies on a foreign company to provide over-pressure protection for their
facilities. Magellan personnel were not ensuring that the over-pressure protection devices
were being inspected as required for 2006 and 2007.

In regard to the thermal relief at Carthage, that relief was inadvertently put on the refined
products inspection schedule. Magellan personnel identified the issue in 2007 and moved
the relief over to the semi-annual inspection.

§195.432 Breakout tanks.

b) Each operator shall inspect the physical integrity of in-service atmospheric and
low-pressure steel aboveground breakout tanks according to section 4 of API
Standard 653. However, if structural conditions prevent access to the tank
bottom, the bottom integrity may be assessed according to a plan included in the
operations and maintenance manual under 8195.402(c)(3).

Magellan personnel were not inspecting the relief tank for the Osage 20-inch crude oil line
as a breakout tank.

On the Osage 20-inch line, at the end of the line in El Dorado, the full pressure manifold
relief relieves into a tank owned and operated by another company. Magellan personnel
were not inspecting, or getting any inspection records for this tank. Since this tank is
owned and also used as a relief tank by the foreign company, inspections per APl 653
were being done by them. However, Magellan personnel were not ensuring that those
inspections were being done. During the field inspection, Magellan was able to secure a
copy of the inspections done by the foreign company for the 2008 year.

8195.583 What must | do to monitor atmospheric corrosion control?

(a) You must inspect each pipeline or portion of pipeline that is exposed to the
atmosphere for evidence of atmospheric corrosion, as follows:

If the pipeline is located: Then the frequency of inspection is:

Onshore At least once every 3 calendar years, but with
intervals not exceeding 39 months

Offshore At least once each calendar year, but with intervals

not exceeding 15 months
(b) During inspections you must give particular attention to pipe at soil-to-air
interfaces, under thermal insulation, under disbonded coatings, at pipe supports,
in splash zones, at deck penetrations, and in spans over water.

Magellan did not inspect some of their above-ground facilities for atmospheric corrosion
in Kansas.



Review of records found that the exposures at MP 92+18 and 95+48 on the #7-16”
Barnsdall to EI Dorado did not have any atmospheric inspections prior to 7-30-2006.
Likewise, in the Olathe Terminal, there were no atmospheric corrosion inspections prior to
2006. Additionally, on the #4 -12” and #5-12” Osborn to KC lines, there were no
atmospheric inspections of the mainline valves, exposures, and stations prior to 2006.

8195.573 What must I do to monitor external corrosion control?

(c) Rectifiers and other devices. You must electrically check for proper performance
each device in the first column at the frequency stated in the second column.

Device Check frequency
Rectifier..........cooooviiiiininn. At least six times each calendar year,
Reverse current switch but with intervals not exceeding 2 ¥2 months

Diode, Interference bond whose

failure would jeopardize

structural protection.

Other interference bond.......... At least once each calendar year, but with
intervals not exceeding 15 months.

Magellan did not electrically check the critical bonds on the #1-8” El Dorado to Humboldt
line between 2004 and 2006.

In 2004, Magellan sold the parallel line to this line to another company. Included in the
sale were the rectifiers that protect the sold line and the #1-8” El Dorado to Humboldt line.
In situations where Magellan does not have access to the rectifiers that protect their lines,
Magellan treats the negative cable from the rectifiers to their pipeline as a critical bond,
and checks that cable six times a year. However, due to an oversight, the critical bonds
(negative rectifier leads) on the #1-8” El Dorado to Humboldt at MP 40.16 and MP 58+52
were not checked between 2004 and 2006, when Magellan personnel identified this
deficiency and began checking the bonds.

8195.589 What corrosion control information do | have to maintain?

(c) You must maintain a record of each analysis, check, demonstration, examination,
inspection, investigation, review, survey, and test required by this subpart in
sufficient detail to demonstrate the adequacy of corrosion control measures or that
corrosion requiring control measures does not exist. You must retain these records
for at least 5 years, except that records related to Secs. 195.569, 195.573(a) and (b),
and 195.579(b)(3) and (c) must be retained for as long as the pipeline remains in
service.

Magellan did not have any records of the annual cathodic protection survey for the
OneOK/Enterprise 6”/8” propane line prior to October 2007. Additionally, for Tank 222-1
in Olathe terminal, Magellan did not have any records of cathodic protection readings
prior to 2007.

Magellan personnel indicated that the surveys were done, but could not find the records.
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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 $23,800 for Item 1.

Warning Items

With respect to item(s) two through seven, we have reviewed the circumstances and
supporting documents involved in this case and have decided not to conduct additional
enforcement action or penalty assessment proceedings at this time. We advise you to
promptly correct these item(s). Be advised that failure to do so may result in Magellan
Pipeline Company, LP being subject to additional enforcement action.

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 in 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 3-2009-5004 and for each
document you submit, please provide a copy in electronic format whenever possible.

Sincerely,

Ivan A. Huntoon
Director, Central Region
Pipeline and Hazardous Materials Safety Administration

Enclosure: Response Options for Pipeline Operators in Compliance Proceedings



