NOTICE OF PROBABLE VIOLATION
and
PROPOSED CIVIL PENALTY

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

September 12, 2019

Keith Kuehn, VP-Pipeline

Coffeyville Resources Crude Transportation, LLC
411 N.E. Washington Blvd.

Bartlesville, OK 74006

CPF 3-2019-5021

Dear Mr. Kuehn:

On August 20-24 and 27-30, 2018, a representative of the Pipeline and Hazardous Materials
Safety Administration (PHMSA), Office of Pipeline Safety (OPS), pursuant to Chapter 601 of
49 United States Code (U.S.C.) inspected your records in Bartlesville, Oklahoma and
conducted on-site inspections of your pipeline, pump stations and records in Oklahoma and
Kansas.

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



§195.573 What must I do to monitor external corrosion control?

@......

(e) Corrective action. You must correct any identified deficiency in corrosion
control as required by § 195.401(b). However, if the deficiency involves a pipeline
in an integrity management program under § 195.452, you must correct the
deficiency as required by § 195.452(h).

Coffeyville Resources (CVR) failed to take corrective action to correct identified
deficiencies on its corrosion control system. A review of the operator’s external
corrosion control inspection records found that CVR had not completed corrective
actions at three test points with low readings on non-integrity management pipe. Low
readings (under 850 mV negative) were taken in 2016 and 2017 at CR 4670 North
Side, CR 4601 South Side, and CR 4500 North Side. These deficiencies had not been
corrected by the end of the following year.

§195.589 What corrosion control information do I have to maintain?

@....

(¢) 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 §§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.

§195.573 What must I do to monitor external corrosion control?

(a) Protected pipelines. You must do the following to determine whether cathodic
protection required by this subpart complies with § 195.571:

(1) Conduct tests on the protected pipeline at least once each calendar year, but
with intervals not exceeding 15 months. However, if tests at those intervals are
impractical for separately protected short sections of bare or ineffectively coated
pipelines, testing may be done at least once every 3 calendar years, but with
intervals not exceeding 39 months.

Coffeyville Resources Crude Transportation (CVR) failed to maintain records of tests
conducted along its Shidler line at eight test points in accordance with §195.573(a)(1)
for at least 5 years as required by §195.589(c).

During the inspection, a review of the operator’s external corrosion control inspection
records showed that CVR did not maintain said records for calendar year 2015 that
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would demonstrate they completed the tests. The missing 2015 records are for test
points located at 291st Rd. West Side, CR 4950 North Side, CR 4685 East Side, CR
4670 North Side, CR 4601 South Side, 4500 North Side, Shidler Station, and Gate
Valve East of Station.

Proposed Civil Penalty

Under 49 U.S.C. § 60122 and 49 CFR § 190.223, you are subject to a civil penalty not to
exceed $218,647 per violation per day the violation persists, up to a maximum of $2,186,465
for a related series of violations. For violation occurring on or after November 27, 2018 and
before July 31, 2019, the maximum penalty may not exceed $213,268 per violation per day,
with a maximum penalty not to exceed $2,132,679. For violation occurring on or after
November 2, 2015 and before November 27, 2018, the maximum penalty may not exceed
$209,002 per violation per day, with a maximum penalty not to exceed $2,090,022. For
violations occurring prior to November 2, 2015, the maximum penalty may not exceed
$200,000 per violation per day, with a maximum penalty not to exceed $2,000,000 for a
related series of violations. The Compliance Officer has reviewed the circumstances and
supporting documentation involved for the above probable violation(s) and has recommended
that you be preliminarily assessed a civil penalty of $36,900 as follows:

Item number PENALTY
1 $36,900

Warning Item

With respect to item 2 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 this item. Failure to
do so may result in 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. All material you submit in response to this enforcement action may be 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).

Following the receipt of this Notice, you have 30 days to submit written comments, or request
a hearing under 49 CFR § 190.211. 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
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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 you are responding to this
Notice, we propose that you submit your correspondence to my office within 30 days from
receipt of this Notice. This period may be extended by written request for good cause.

In your correspondence on this matter, please refer to CPF 3-2019-5021 and, for each
document you submit, please provide a copy in electronic format whenever possible.

Sincerely,

Allan C. Beshore
Director, Central Region, OPS
Pipeline and Hazardous Materials Safety Administration

Enclosures: Response Options for Pipeline Operators in Compliance Proceedings



