VENOCO, INC.

July 26, 2012

Mr. Chris Hoidal
PHMSA/Western Region

12300 W. Dakota Ave., Suite 110
Lakewood, Co 80228

Re: Venoco Gas Integrity Management Program Deficiencies, Ref: CPF 5-2012-0014

Dear Mr. Hoidel:

The enclosed documentation with explanation contained in this letter is being submitted in response to the
deficiencies found in the Venoco, Inc. Gas Integrity Management Program as stated in your letter to
Venoco’s Mr. Ed O’Donnell dated May 22, 2012. This documentation is part of Venoco’s Gas Integrity
Management Program, (IMP).

RESPONSE TO PROPOSED COMPLIANCE ORDER

Item 1 — Venoco failed to identify a segment of the Montalvo Sales Gas pipeline as an HCA and did
not appropriately classify the pipeline segment.

Venoco has re-evaluated it’s classification of its Montalvo Gas Pipeline and agrees with PHMSA
assessment that identifies a segment is within an HCA. As a result, Venoco will include this pipeline in
its Gas Pipeline Integrity Management Program and proceed with all required data gathering,
assessments, evaluations, and inspections.

Item 2 — Venoco uses In-Line-Inspection (ILI) tools as a method to assess/reassess its pipelines, but
failed to specify an ILI tool or tools capable of detecting corrosion, and any other threats to which
the covered segment is susceptible. Also, Venoco operates some pre-1970 ERW pipelines and
claims these pipelines have no history of Stress Corrosion Cracking or seam failure. However,
Stress Corrosion Cracking is a time dependent threat and the type of ILI tool or tools selected need
to address this possible threat as well.

Enclosed for your review is a copy of a worksheet from our Gas IMP files “VENOCO IMP_ BAP &
Mitigation, v2012”, revised July 24, 2012. Listed on this worksheet is the specified type of inspection,
(including the type of inspection tool, when applicable), capable of assessing the identified primary
threats, also listed, for each pipeline segment in Venoco’s Gas IMP. Venoco has updated this worksheet
to include as primary threats Stress Corrosion Cracking and Pre 1970 ERW Pipe to the pipeline segments
within our Gas IMP where the possibility of these threats may exist.

Venoco believes this worksheet demonstrates compliance in accordance with § 192.917, §192.921 and
ASME/ANSI B31.8S section 6.2 in selecting the appropriate internal inspection tools for the
covered segment. In addition, Venoco believes it also demonstrates compliance in accordance with
ASME/ANSI B31.8S section 6.3 (copy enclosed) which states that Pressure Testing is an appropriate
method for assessing Time Dependent threats including Stress Corrosion Cracking and Manufacturing
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and Related Defects including pipelines comprised of low frequency welded electric resistance welded
(ERW) pipe which may include certain Pre 1970 ERW pipe.

Our review of the operating history and maintenance records for the two pipeline segments that possibly
include these threats leads us to conclude these potential conditions are “stable”. This conclusion is based
on the following:
1. In over 30 years of continuous operation these pipeline segments do not have any history of seam
failure or SCC.
2. These pipeline segments have never operated under cyclic pressure conditions.
3. These pipeline segments and have not seen an increase in pressure over the Maximum Operating
Pressure during the preceding 5 years.
4. These pipeline segments have been successfully pressure tested since their acquisition by Venoco
as well as successfully pressure tested by their previous owners/operators.

Following your review of the enclosed documentation with our explanations of Item 2, contained in this

letter, please further advise as to PHMSA’s conclusion with our addressing the proposed compliance
order.

SAFETY IMPROVEMENT COST ASOCIATED WITH FILLING THIS COMPLIANCE ORDER

Venoco estimates the cost associated with preparation/revision of plans, procedures, studies and analyses
for:
e Item 1 Approximately $3,500 for manpower, $200 for materials, and $25,000 to complete a
baseline inspection for the Montalvo Sales Gas Line. Total: $28,700.
e Item 2 Approximately $500 for manpower. Total: $500

Venoco estimates the cost associated with replacements, additions and other changes to pipeline

infrastructure for:
e Item 1 Approximately $2,000 for minor piping modifications associated with completing a
baseline inspection for the Montalvo Sales Gas Line. Total: $2,000.
e Item 2 No cost estimated since no changes to pipeline infrastructure.

Should you have any questions concerning this material or require further clarification, please contact
Vince Eccleston at 661-617-8947 or myself at 805-745-2259.

Sincerely,

Keith Wenal \

Manager — Health, Environment and Safety

Enclosures




cc:
L. Huskins  w/attachments

S. English «“ «“
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