NOTICE OF AMENDMENT

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

April 5, 2013

Mr. Rick Petersen
President

Jayhawk Pipeline

1391 Iron Horse Road
McPherson, KS 67460

CPF 3-2013-5012M

Dear Mr. Petersen:

On December 5-8, 2011, representatives of the Pipeline and Hazardous Materials Safety
Administration (PHMSA) pursuant to Chapter 601 of 49 United States Code conducted an
inspection of your Integrity Management Program and procedures at your facilities in
McPherson, KS.

On the basis of the inspection, PHMSA has identified the apparent inadequacies found within
Jayhawk Pipeline’s (Jayhawk) plans or procedures, as described below:
1. 8195.402 Procedural manual for operations, maintenance, and emergencies.
(c) Maintenance and normal operations. The manual required by paragraph (a) of
this section must include procedures for the following to provide safety during

maintenance and normal operations:

(3) Operating, maintaining, and repairing the pipeline system in accordance with
each of the requirements of this subpart and subpart H of this part.



8195.452 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:

(1) A process for identifying which pipeline segments could affect a high consequence
area;

Jayhawk’s procedure for spill analysis that could affect a high consequence area (HCA)
only consisted of a full guillotine release. The procedures did not take into account small
leaks that could go undiscovered for an extended period of time. The procedure must
include an analysis of the could affect HCA resulting from a small leak that is below leak
detection thresholds.

Additionally, Jayhawk’s procedures did not consider subsurface water transportation or
spray releases for HCA areas that could be affected from a spill transport through
waterways.

. §195.402(c) — See above
8195.452 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:

(7) Methods to measure the program'’s effectiveness (see paragraph (k) of this
section);

Jayhawk’s procedures included a Root Cause Analysis element for releases, but did not
include the evaluation of failures, leak, and near misses. A defined process and systematic
approach to evaluate these issues to obtain lessons learned and how these lessons are
communicated throughout the company and incorporated in the Integrity Management Plan
must be included in the procedures.



Response to this Notice

This Notice is provided pursuant to 49 U.S.C. 8 60108(a) and 49 C.F.R. 8 190.237. 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.

If, after opportunity for a hearing, your plans or procedures are found inadequate as alleged in
this Notice, you may be ordered to amend your plans or procedures to correct the inadequacies
(49 C.F.R. § 190.237). If you are not contesting this Notice, we propose that you submit your
amended procedures to my office within 90 days of receipt of this Notice. This period may be
extended by written request for good cause. Once the inadequacies identified herein have
been addressed in your amended procedures, this enforcement action will be closed.

It is requested (not mandated) that Jayhawk Pipeline maintain documentation of the safety
improvement costs associated with fulfilling this Notice of Amendment (preparation/revision
of plans, procedures) and submit the total to David Barrett, Director, Central Region, Pipeline
and Hazardous Materials Safety Administration. In correspondence concerning this matter,
please refer to CPF 3-2013-5012M and, for each document you submit, please provide a copy
in electronic format whenever possible.

Sincerely,

David Barrett
Director, Central Region
Pipeline and Hazardous Materials Safety Administration

Enclosure: Response Options for Pipeline Operators in Compliance Proceedings



