STATE OF WASHINGTON
WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

1300 S. Evergreen Park Dr. S.W., P.O. Box 47250 = Olympia, Washington 98504-7250
(360) 664-1160 « TTY (360) 586-8203

CERTIFIED MAIL

October 10, 2012

Eric Martuscelli

Vice President-Operations
Cascade Natural Gas Corporation
8113 W. Grandridge Blvd
Kennewick, WA 99336

Dear Mr. Martuscelli:

RE: 2012 Natural Gas Distribution Integrity Management Program Inspection

Staff from the Washington Utilities and Transportation Commission (staff) conducted an
inspection from August 21 - 23, 2012, of Cascade Natural Gas Corporations (CNG), Distribution
Integrity Management Program (DIMP).

For efficiency and other reasons, we conducted this inspection jointly with representatives from
both the Oregon and Idaho Public Utilities Commissions. However, as you are aware, each of
these agencies has separate gas pipeline safety jurisdiction over CNG and each agency has its
own and separate State Administrative Codes. As a result, each state will make its own decision
in exercising jurisdiction regarding this inspection. Therefore, this letter is from the State of
Washington, Utilities and Transportation Commission only.

Our inspection indicates nine probable violations as noted in the enclosed report.

Your response needed
Please review the attached report and respond in writing by November 13, 2012. The response
should include how and when you plan to bring the probable violations into full compliance.

What happens after you respond to this letter? -
The attached report presents staff’s decision on probable violations and does not constitute a
finding of violation by the commission at this time.

After you respond in writing to this letter, there are several possible actions the commission, in
its discretion, may take with respect to this matter. For example, the commission may:
e Issue an administrative penalty under RCW 81.88.040, or
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e Institute a complaint, seeking monetary penalties, changes in the company’s practices, or
other relief authorized by law, and justified by the circumstances, or
e Consider the matter resolved without further commission action.

If you have any questions or if we may be of any assistance, please contact Scott Rukke at
(360) 664-1241. Please refer to the subject matter described above in any future correspondence
pertaining to this inspection.

)

David D. Lykken
Pipeline Safety Director

Enclosure

cc: Steve Kessie, Manager-Operations Services, Cascade Natural Gas Corporation
Tina Beach, Manager of Standards & Compliance, Cascade Natural Gas Corporation



WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION
2012 Natural Gas Distribution Integrity Management Program
Cascade Natural Gas Corporation, Headquarters

The following probable violations of WAC 480-93 and Title 49 CFR Part 192 were noted as a
result of the 2012 inspection of Cascade Natural Gas’ Distribution Integrity Management
Program (DIMP). The inspection included a review of the program implementation, risk
analysis, and associated records.

PROBABLE VIOLATIONS

WAC 480-93-180 Plans and procedures.

(1)  Each gas pipeline company must have and follow a gas pipeline plan and
procedure manual (manual) for operation, maintenance, inspection, and
emergency response activities that is specific to the gas pipeline company's
system. The manual must include plans and procedures for meeting all applicable
requirements of 49 CFR §¢ 191, 192 and chapter 480-93 WAC, and any plans or
procedures used by a gas pipeline company's associated contractors.

Finding(s):

CNG does not have a written procedure for the categorization of leaks as detailed in
PHMSA’s form: INSTRUCTIONS FOR COMPLETING FORM PHMSA F 7100.1-1
(Rev. 01/11). As a result, CNG’s DIMP program leak categorizations do not match
PHMSA’s instructions for the annual report. CNG’s DIMP procedure 6.2 states that the
categories should match the annual report.

49 CFR §192.1005 What must a gas distribution operator (other than a master
meter or small LPG operator) do to implement this subpart?

No later than August 2, 2011 a gas distribution operator must develop and implement an
integrity management program that includes a written infegrity management plan as
specified in § 192.1007.

Finding(s):

CNG’s DIMP plan (Plan) has been written but is not fully implemented and validated.
CNG’s risk model is based in part on inaccurate data from leak repair and classification
records. The additional or accelerated actions (AA's) that have been identified and
implemented are not fully supported by the risk model. AA’s that support the highest risk
based on the risk model have not been implemented.

49 CFR §192.1007 What are the required elements of an integrity management plan?
A written integrity management plan must contain procedures for developing and
implementing the following elements:
(a) Knowledge. An operator must demonsirate an understanding of its gas
distribution system developed fiom reasonably available information.
(2) Consider the information gained from past design, operations, and
maintenance.




Finding(s):

PHMSA guidance material states that operators should use location, material
composition, piping sizes, joining methods, construction methods, date of installation,
soil conditions (where appropriate), operating and design pressures, history, operating
experience performance data, condition of system, and any other characteristics important
to understanding its system.

CNG’s Plan addresses some, but not all of this information. CNG’s Plan should better
detail how this information was used and why some information was not included in their
Plan. CNG personnel indicated that information such as system over pressurization
records, patrol records or differences in soil and corrosion rates were not used in
identifying potential threats.

49 CFR §192.1007 What are the required elements of an integrity management plan?
A written integrity management plan must contain procedures for developing and
implementing the following elements:
(a) Knowledge. An operator must demonstrate an understanding of its gas
distribution system developed from reasonably available information.
(3) Identify additional information needed and provide a plan for gaining that
information over time through normal activities conducted on the pipeline
(for example, design, construction, operations or maintenance activities).

Finding(s):

It appears that CNG’s Risk Model does not accurately reflect known risks, partially due
to unknown data and partially due to inaccurate data mainly related to leak repair records.
CNG’s Plan, Section 2.5.2.1, does not clearly identify what additional information is
needed and how this information will be gathered over time.

49 CFR §192.1007 What are the required elements of an integrity management plan?
A written integrity management plan must contain procedures for developing and
implementing the following elements:
(a) Knowledge. An operator must demonstrate an understanding of its gas
distribution system developed from reasonably available information.
(5)  Provide for the capture and retention of data on any new pipeline
installed. The data must include, at a minimum, the location where the
new pipeline is installed and the material of which it is constructed.

Finding(s):
CNG’s Plan, Section 2.5.4 refers to data that must be recorded for newly installed
facilities. The information to be recorded does not include the specification, grade of steel

or type of plastic, manufacturer, coating, etc.

PHMSA has published an FAQ describing what information must be collected for new
pipelines. Below is an excerpt from FAQ, C.4.a.4, published November 11, 2010:



C.4.a.4 What data will be required to be collected for new gas pipelines going in the
ground?

The DIMP regulation prescribes two minimum data elements thal must be captured and
retained on any new distribution pipelines. the location where the new pipeline is
installed and the material of which it is constructed. Pipeline, defined in §192.3, means
all parts of those physical facilities through which gas moves in transportation, including
pipe, valves, and other appurtenance attached lo pipe, compressor units, metering
stations, regulator stations, delivery stations, holders, and fabricated assemblies.
Additionally, operators must collect data about new gas pipelines which will be needed to
assess current and future threats and risks to the pipeline’s integrity. This includes
information about the characteristics of the pipeline’s design, operations, and the
environmental factors where the pipeline is installed.

PHMSA guidance material states that:

Material is more than just “steel” or “plastic.” It should include the specification, grade
of steel or type of plastic, manufacturer, coating, etc. In accordance with the definition
of “pipeline” in §192.3, this includes valves and other appurtenances through which gas

flows.

49 CFR §192.1007 What are the required elements of an integrity management plan?
A written integrily management plan must contain procedures for developing and
implementing the following elements:

(b) Identify threats. The operator must consider the following categories of threats to
each gas distribution pipeline: corrosion, natural forces, excavation damage,
other outside force damage, material or welds, equipment failure, incorrect
operations, and other concerns that could threaten the integrity of its pipeline. An
operator must consider reasonably available information to identify existing and
poftential threats. Sources of data may include, but are not limited to, incident and
leak history, corrosion control records, continuing surveillance records,
patrolling records, maintenance history, and excavation damage experience.

Finding(s):

a. CNG’s Plan, Section 3.2, categorizes the threats incorrectly. Section 6.2 requires
that leaks be categorized by cause and that this categorization match the
information on the annual distribution report. PHMSA has instructions for filling
out the annual distribution report (INSTRUCTIONS FOR COMPLETING FORM
PHMSA F 7100.1-1 (Rev. 01/11)) which also includes leak categorization by
cause. CNG’s Plan does not match this categorization.

b. CNG’s leak repair records are also suspect in how they record leak cause. CNG’s

' annual reports for 2007, 2008, 2009 and 2010 do not match the construction
defects and material failure report required by WAC 480-93-200 (7)(c).

e. CNG’s Plan has not clearly identified all potential threats. Potential threats are
threats where the operator has not experienced a leak (i.c., release of gas) but they
have conditions conducive to the threat. Examples include:

e Trenchless technology used in the area — unknowingly bored thru sewer or
water lines.



Future utility/road improvement projects.

Customer built structures over existing pipelines.

Over-pressurization events.

Instances of pipe damage (including damage to tracer wire) that did not result

in a release. _

d. CNG’s Plan does not reasonably subdivide the system to identify existing and/or
potential threats. Records indicate that the corrosion rate is approximately six
times higher for mains installed in Western WA compared to Eastern WA. This
may be due to environmental factors related to soil conditions.

e. CNG’s Plan does not specify whether Continuing Surveillance records are being
considered or incorporated into CNG’s Plan. ‘

£ Per CNG personnel, maintenance history such as system over-pressurization
events are not considered or incorporated into CNG’s Plan.

g. Per CNG personnel, patrolling records are only considered if a leak has occurred.

The intent of this code is to consider all information that may be indicative of
potential threats such as information that could be identified during patrols.
CNG’s Plan should detail how this information is reviewed and why it is not
necessary to identify potential threats.

49 CFR §192.1007 What are the required elements of an integrity management plan?
A written integrity management plan must contain procedures for developing and
implementing the following elements:

(c) Evaluate and rank risk. An operator must evaluate the risks associated with its
distribution pipeline. In this evaluation, the operator must determine the relative
importance of each threat and estimate and rank the risks posed to its pipeline.
This evaluation must consider each applicable current and potential threat, the
likelihood of failure associated with each threat, and the potential consequences
of such a failure. An operator may subdivide its pipeline into regions with similar
characteristics (e.g., contiguous areas within a distribution pipeline consisting of
mains, services and other appurtenances, areas with common materials or
environmental factors), and for which similar actions likely would be effective in
reducing risk.

Finding(s): ,

a. CNG’s Plan is unclear on how risk weighting factors were validated or justified.

b. Explicit guidelines and process formality were not provided to support use of
SME’s in risk analysis. No guidelines are established for who can be considered
an SME. Per CNG personnel, SME information may be used to override the
Plan’s risk model when implementing AA’s, but no procedures have been
established detailing how and when this may be done.

C. CNG’s Plan is unclear on how the risk model will be validated, what information
will be provided to SME’s and how the SME’s input will be utilized. The risk
model does not appear to match actual threats to CNG’s system(s). Records were
not clear as to what information was provided to SME’s for validation. Some
records indicated only corrosion and pipe replacement issues were discussed.



d. CNG personnel stated they were still struggling with results that don’t match
actual risks. The risk model appears to be flawed due to inconsistent leak repair
records, inaccurate leak repair records, excessive unknown data, and unclear
procedures on how SME’s input is utilized.

49 CFR §192.1007 What are the required elements of an integrity management plan?

A written integrity management plan must contain procedures for developing and

implementing the following elements: ;

(d) Identify and implement measures to address risks. Determine and implement
measures designed lo reduce the risks from failure of its gas distribution pipeline.
These measures must include an effective leak management program (unless all
leaks are repaired when found).

Finding(s):

a. CNG’s Plan does not have detailed procedures for implementing actions to reduce
risk. The Plan should include:

*  Procedures on how measures will be implemented to reduce risks based on
CNG’s risk model (table 5.1 gives examples but no details).
¢ Schedule for implementation of the measure(s) to reduce risk

b. The additional measures implemented by CNG are not based on the risk model.
As an example, the risk model indicated that in some areas within WA State,
materials and improper operations were the number one and number two highest
risks but no AA’s have been implemented to reduce these risks such as training,
procedures review, leak program evaluation, additional leak surveys, etc.

G, CNG’s Plan does not adequately require a documented justification for decisions
regarding additional preventive and mitigative measures. CNG’s Plan does
indicate that additional measures above and beyond code requirements are in
place, such as accelerated leak surveys, etc., but it does not tie these measures into
its Plan or associate them with AA’s based on the risk model.

49 CFR §192.1007 What are the required elements of an integrity management plan?
A written infegrity management plan must contain procedures for developing and
implementing the following elements:

(e) Measure performance, monitor results, and evaluate effectiveness.

(1) Develop and monitor performance measures from an established baseline
to evaluate the effectiveness of its IM program. An operator must consider
the results of its performance monitoring in periodically re-evaluating the
threats and risks. These performance measures must include the
Jollowing: '

(i) Number of hazardous leaks either eliminated or repaired as
required by §192.703(c) of this subchapter (or total number of
leaks if all leaks are repaired when found), categorized by cause;

(ii) Number of excavation damages,

(iii))  Number of excavation tickets (receipt of information by the
underground facility operator firom the notification center);




(iv)  Total number of leaks either eliminated or repaired, categorized by
cause;

() Number of hazardous leaks either eliminated or repaired as
required by §192.703(c) (or total number of leaks if all leaks are
repaired when found), categorized by material;, and

(vi)  Any additional measures the operator determines are needed to
evaluate the effectiveness of the operator's IM program in
controlling each identified threa.

Finding(s):

CNG’s Plan, section 6.4 and 6.5, does not have detailed procedures indicating what
trends would be considered abnormal and what documents, databases, spreadsheets, etc.,
will be used for trend analysis. The procedures do not have thresholds that would require
additional measures or that would indicate that AA’s are not adequately addressing the

associated threats.



