NOTICE OF AMENDMENT

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

January 12, 2010

Rod Sands

Explorer Pipeline Company

President and Chief Executive Officer
PO Box 2650

Tulsa, OK 74101

CPF 4-2010-5002M

Dear Mr. Sands:

During the Months of April, May, and June, 2009, representatives of the Pipeline and Hazardous
Materials Safety Administration (PHMSA) pursuant to Chapter 601 of 49 United States Code
inspected Explorer Pipeline Company’s (Explorer) procedures for operations, maintenance, and
inspection in Tulsa, OK.

On the basis of the inspection, PHMSA has identified the apparent inadequacies found within
Explorer’s plans or procedures, as described below:



1. 8195.55 Reporting safety-related conditions.

(a) Except as provided in paragraph (b) of this section, each operator shall report in

accordance with 819556 the existence of any of the following safety-related

conditions involving pipelines in service:
(1) General corrosion that has reduced the wall thickness to less than that
required for the maximum operating pressure, and localized corrosion
pitting to a degree where leakage might result.
(2) Unintended movement or abnormal loading of a pipeline by
environmental causes, such as an earthquake, landslide, or flood, that
impairs its serviceability.
(3) Any material defect or physical damage that impairs the serviceability of
a pipeline.
(4) Any malfunction or operating error that causes the pressure of a pipeline
to rise above 110 percent of its maximum operating pressure.
(5) A leak in a pipeline that constitutes an emergency.
(6) Any safety-related condition that could lead to an imminent hazard and
causes (either directly or indirectly by remedial action of the operator), for
purposes other than abandonment, a 20 percent or more reduction in
operating pressure or shutdown of operation of a pipeline.

(b) A report is not required for any safety-related condition that-
(1) Exists on a pipeline that is more than 220 yards (200 meters) from any
building intended for human occupancy or outdoor place of assembly, except
that reports are required for conditions within the right-of-way of an active
railroad, paved road, street, or highway, or that occur offshore or at onshore
locations where a loss of hazardous liquid could reasonably be expected to
pollute any stream, river, lake, reservoir, or other body of water;
(2) Is an accident that is required to be reported under §195.50 or results in
such an accident before the deadline for filing the safety-related condition
report; or
(3) Is corrected by repair or replacement in accordance with applicable
safety standards before the deadline for filing the safety-related condition
report, except that reports are required for all conditions under paragraph
(a)(1) of this section other than localized corrosion pitting on an effectively
coated and cathodically protected pipeline.

Explorer’s procedures must be modified to require the submission of applicable Safety Related
Conditions Reports (SRCR) where a pressure reduction has been taken for remediation of a
condition identified from an integrity assessment performed as part of the integrity management
program. Explorer must modify their processes and procedures (e.g.; HSE-SPLS-001; O&M
Section 1.0.5(55)) to accurately reflect the requirements of 195.55 and reflect that a SRCR is
required for anomalies meeting those SRCR criteria that require pressure reduction prior to
remediation under the Integrity Management Rule.



2. 8195.575 Which facilities must | electrically isolate and what inspections, tests, and
safeguards are required?
(a) You must electrically isolate each buried or submerged pipeline from other
metallic structures, unless you electrically interconnect and cathodically protect the
pipeline and the other structures as a single unit.
(b) You must install one or more insulating devices where electrical isolation of a
portion of a pipeline is necessary to facilitate the application of corrosion control.
(c) You must inspect and electrically test each electrical isolation to assure the
isolation is adequate.
(d) If you install an insulating device in an area where a combustible atmosphere is
reasonable to foresee, you must take precautions to prevent arcing.
(e) If a pipeline is in close proximity to electrical transmission tower footings,
ground cables, or counterpoise, or in other areas where it is reasonable to foresee
fault currents or an unusual risk of lightning, you must protect the pipeline against
damage from fault currents or lightning and take protective measures at insulating
devices.

Explorer’s procedures (e.g.; Corrosion Manual, Section 7.5.0) must be modified to provide
sufficient guidance for evaluating whether sufficient protection is being provided from damage
due to fault currents or lightning strikes.

3. 8195.577 What must | do to alleviate interference currents?
(a) For pipelines exposed to stray currents, you must have a program to identify,
test for, and minimize the detrimental effects of such currents.
(b) You must design and install each impressed current or galvanic anode system to
minimize any adverse effects on existing adjacent metallic structures.

Explorer’s procedures (e.g.; Corrosion Manual, Sections 7.6.0; 7.13.0; 7.14.0) must be modified
to provide sufficient guidance describing what testing is necessary to determine whether an
interference bond is required and, if so, whether or not it needs to be considered a critical bond.

4. 8195.571 What criteria must | use to determine the adequacy of cathodic
protection?
Cathodic protection required by this subpart must comply with one or more of the
applicable criteria and other considerations for cathodic protection contained in
paragraphs 6.2 and 6.3 of NACE Standard RP 0169 (incorporated by reference, see
§195.3).

Explorer’s procedures (e.g.; Corrosion Manual, Section 7.4.0) must be modified to provide
specific direction on how IR drop is to be considered when using the “-0.850v on” criterion to
determine cathodic protection (CP) adequacy. Explorer Procedure 7.4.0 does not clearly convey
and lacks specific direction on how IR drop is to be considered when using the “-0.850v on”
criterion.



5. 8195.573 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).

Explorer’s procedures (e.g.; Corrosion Manual, Section 7.5.0) must be modified to provide
specificity for actions to be taken for evaluating and reacting to CP data and additional details on
performing the follow up and verification of completion of remediation and completed work for
atmospheric and external corrosion deficiencies (e.g., test lead repairs, rectifier replacement,
ground bed replacements, low cp readings, low CIS readings, exposed pipe report).

6. 8195.505 Qualification program. Each operator shall have and follow a written
qualification program. The program shall include provisions to:
(a) Identify covered tasks;
(b) Ensure through evaluation that individuals performing covered tasks are
qualified;

The Qualification Method Matrix must be modified by adding detail and specificity to ensure it
accurately reflects all applicable qualification methods for the covered tasks (for example,
Performance Verification (PV) and other methods should not be assumed such as in OQ-COR-
1.3, OQ-MT-27.1, and the “operate the pipeline” tasks). The “Corrosion related Tank Covered
Task List” that Explorer presented during the inspection must be incorporated into the
Qualification Method Matrix for those tasks where Explorer uses API 653 certified inspectors to
perform the external floating roof tank inspections and seal inspections (including AOC
qualification). The Qualification Method Matrix must be modified by adding detail and
specificity for the vendor developed ASNT certification programs; TD Williams Hot-tapping and
stoppling certification programs; and Clockspring and Perma-wrap vendor qualification
programs that are referenced in the OQ Plan without specifically defining the evaluation methods
and re-inspection intervals. The qualification matrix process documentation must be modified to
define that the requirements for re-qualification are the same as initial qualification, as described
by Explorer during the inspection.



7. 8195.505(i) After December 16, 2004, notify the Administrator or a state agency
participating under 49 U.S.C. Chapter 601 if the operator significantly modifies the
program after the Administrator or state agency has verified that it complies with
this section.

Explorer must provide additional detail to the definition of “Significant changes” in the OQ Plan.
The OQ Plan defines significant modification as “a modification to the plan’s content associated
with internal structural changes or regulatory changes” in definitions; and in Section 9, the OQ
Plan states that “changes of regulatory and/or organizational structure impacting the OQ Plan
will constitute Explorer” notifying PHMSA. The use of “internal structural changes” and
“organizational structure impacting the OQ Plan” to define what constitutes a significant change
to the OQ Plan (outside of impacts from regulatory changes) is not sufficient specificity to
ensure Explorer submits Notifications to PHMSA when appropriate.

8. §195.505(b) (see above)
§195.503 Definitions.
Abnormal operating condition means a condition identified by the operator that
may indicate a malfunction of a component or deviation from normal operations
that may:
(a) Indicate a condition exceeding design limits; or
(b) Result in a hazard(s) to persons, property, or the environment.

The OQ Plan must be modified to define that in-house Explorer personnel must have AOC
qualification for the covered task and describe the method(s) to accomplish the qualification.

0. 8195.442 Damage prevention program.
(c) The damage prevention program required by paragraph (a) of this section must,
ata minimum:
(1) Include the identity, on a current basis, of persons who normally engage
in excavation activities in the area in which the pipeline is located.

The Public Awareness Plan (Section 10.4 & 10.5) must be modified to provide sufficient detail
on how information on newly-identified excavators is collected to ensure they are included in
future public awareness mailings and communication.



Response to this Notice

This Notice is provided pursuant to 49 U.S.C. § 60108(a) and 49 C.F.R. § 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 30 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.

In correspondence concerning this matter, please refer to CPF 4-2010-5002M and, for each
document you submit, please provide a copy in electronic format whenever possible.

Sincerely,

R. M. Seeley
Director, Southwest
Pipeline and Hazardous Materials Safety Administration

Enclosure: Response Options for Pipeline Operators in Compliance Proceedings



