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COMMENTS OF THE PENNSYLVANIA PUBLIC UTILITY COMMISSION ON THE PROPOSED RULE FOR NATURAL GAS DISTRIBUTION INTEGRITY MANAGEMENT
Introduction

The Pennsylvania General Assembly has empowered the Pennsylvania Public Utility Commission (PaPUC or Commission) to direct and enforce safety standards for pipeline facilities and to regulate safety practices of certificated utilities engaged in the transportation of natural gas and other gas by pipeline.  The PaPUC is authorized to enforce federal safety standards as an agent of the United States Department of Transportation's (USDOT) Office of Pipeline Safety. Accordingly, the PaPUC is responsible for enforcing federal and state pipeline safety regulations as they apply to the certificated natural gas utilities in Pennsylvania. The safety standards apply to the design, installation, operation, inspection, testing, construction, extension, replacement and maintenance of pipeline facilities. The PaPUC appreciates the opportunity to comment on Pipeline and Hazardous Materials Safety Administration’s (PHMSA) notice of proposed rulemaking regarding integrity management programs for gas distribution pipelines.
General Comments

On June 25, 2008, the USDOT, PHMSA’s published in the Federal Register a Notice of Proposed Rulemaking on Gas Distribution Integrity Management Programs in the above-captioned docket.  FR 73, 36015.  The PaPUC generally supports the proposed rule, which provides for distribution integrity management and generally follows the Phase 1 Report. There are, however, certain areas in which the Commission has concerns, which are outlined below.

State pipeline safety regulators have been involved in the Integrity Management Program (IMP) process since as early as 2002, which includes the AGF-DIGIT Study and the Integrity Management for Gas Distribution Phase 1 process. These regulators have demonstrated a commitment to Distribution IMP.
The purpose of the Distribution IMP process is to produce a safer pipeline system using cost-effective techniques.  As natural gas commodity costs and distribution costs rise, ratepayers will demand prudent work methods. The aim of the Distribution IMP process is to better understand the individual pipeline system in terms of the risks it faces and to discover ways to mitigate these risks, implement selected options and measure performance.
The Distribution IMP process should be applied in a common-sense manner; that is, if the results of the risk analysis identify areas in which more utility effort is needed, then more effort should be applied. If the risk analysis results indicate that a satisfactory effort is currently being expended in an area, that the current activity should be maintained. If the risk analysis results require additional utility funds to provide safe and reliable service, then these funds should be provided. If the results indicate some utility funding can be transferred from one area to another with the same or superior level of safety, such action may be appropriate.

In the end, producing meaningful improvement in safety is more important than producing reams of procedures, detailed flow charts and statistical analyses. By using effective data discovery and integration, operators can make better choices regarding their systems and can better allocate scarce resources to those areas that will in turn result in the greatest increment in public safety.
Distribution IMP must apply to all distribution operators, regardless of size or product, since all systems represent a potential threat to public safety. The level of complexity of analysis will vary, but all evaluations must uncover any potential safety issues that may exist.

The PaPUC believes that, properly applied, Distribution IMP can improve safety at a reasonable cost.

The PaPUC provides the following specific comments to the proposed Distribution IMP rule.
§192.1001 – What do the regulations in this subpart cover?

These proposed regulations will apply to all operators of gas distribution systems subject to Part 192.  The proposed rules would require each operator of a distribution pipeline system to implement an IM program with prescribed minimum requirements.  However, under the proposal, IM requirements applicable to master meter operators and operators of liquid propane gas (LPG) distribution systems will be much more limited than those applicable to larger operators.
The PaPUC is concerned that there are different requirements for master meter operators, LPG operators and perhaps small operators. During the Distribution IMP Phase 1 discussions, it was widely agreed that all operators of distribution systems should be required to comply with the same rules, though implementation would be simpler for less complex systems.  Pennsylvania has more than 3,500 master meter operators (MMO), with several MMO having more than 6,000 customers each.   The PaPUC does not have regulatory authority over MMO and is aware that PHMSA does not inspect these facilities in Pennsylvania.   The PaPUC regulates more than 24 small operators who would be affected by the different levels of requirements.  In addition, LPG is the fastest growing energy source in Pennsylvania.  Non-jurisdictional propane distribution systems are being constructed at record numbers with no safety oversight.  Currently, Pennsylvania only inspects the LPG facilities that are jurisdictional.  PHMSA does not inspect these facilities in Pennsylvania.  Finally, Pennsylvania does not have regulatory authority to inspect natural gas co-ops located within the state.  These facilities are not being inspected by PHMSA either.  Given these numbers of facilities that are not inspected by PHMSA or non-jurisdictional, the PaPUC is greatly concerned that in the current form, the Distribution IMP regulations should be amended to remove the Master Meter and LPG operator exemption. 
§192.1003 – What definitions apply to this subpart?

This section introduces a new definition for “damage” as used in § 192.1005.  The term “damage” is used in the forms required by 49 CFR 191. However, the proposed definition of “damage” could cause significant confusion. If the proposal is maintained, the term “excavation damage” should be used. The proposed definition states that “any … exposure resulting in … replacement” would be a damage. This would make each exposure made as part of a planned replacement of pipe, or an appurtenance such as an anode, a “damage,” which is not reasonable and presumably not intended. It is therefore recommended that the definition be limited to a “direct impact or unplanned exposure requiring repair or replacement …”

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

The proposed rule would require gas distribution operators, other than master meter or LPG distribution system operators, to develop formal IM programs with certain prescribed elements and to implement their programs no later than 18 months after the final rule becomes effective.

Regarding subsection (b), the section is vague.  The procedures addressed in this section should describe in detail and direct the process for development.
It is recommended that subsection (b) be revised to read:
(b) Procedures. An operator’s program must include written procedures that describe in detail the processes for developing, implementing and periodically (every 12 months or more frequently if needed) improving each of the required elements. The procedures should provide sufficient detail so that a person with working knowledge of gas distribution facilities can follow the procedures and produce the desired result.
§192.1007 – What are the required integrity management (IM) program elements?

The proposed rules define the minimum elements each operator’s IM program must include.  It is recommended that §192.1007(a) be amended with supplementary detail as shown below to more completely identify potential sources of information an operator should use to improve its knowledge of its system.

(a) Knowledge. An operator must demonstrate a thorough understanding of the gas distribution system through the following methods:

(1) Identify the characteristics of the system and the environmental factors that are necessary to assess the applicable threats and risks to the gas distribution system.

(2) Understand the information gained from past design, operations and maintenance and management policies;
(3) Identify additional information needed and provide a plan for gaining that information over time through normal activities.

(4) Develop an ongoing process by which the operator’s knowledge of its system will be refined and improved.

(5) Provide for the capture and retention of data on any new, replaced or exposed piping system and appurtenances installed after the operator’s IM program becomes effective. The data must include, at a minimum, the location where the new piping and appurtenances are installed, date of installation, the manufacturer, installer, joining methods, joint location, depth of pipeline and the material of which they are constructed.  For exposed pipe, data must include condition of the pipe, depth of pipe and a positive location device for electronic mapping.
In general, regarding §192.1007, the PaPUC does not support the concept of a “one size fits all” approach, but rather believes a specific plan needs to be developed to meet the particular physical system, environmental conditions and risk analyses for each distribution  system. The differences in vintage (100+ years old vs. 21st century vintage), material (cast iron and bare steel vs. coated, cathodically protected steel and high quality plastic), environment (frost vs. desert heat, clay vs. sand), method and manner of construction (supported on blocks vs. continuous sand padding), frequency of leakage surveys (multiple winter frost surveys vs. once every 5 years) and other design and operating and maintenance conditions are so great as to make a standardized IM plan or a standardized IM State review infeasible. 
The PaPUC asserts that a flexible approach by distribution operators is necessary.  The Distribution IMP approach also requires flexibility in the State review. The situation is the ultimate in performance regulation. There are no predefined risk analyses or predefined measures to reduce risk, so there cannot be any predefined oversight or consistency. The consistency that is possible would require that each operator learn about its system, perform an appropriate risk analysis, implement measures to reduce threats, develop appropriate measures to determine performance and possess a method by which to revise the plan based on the results demonstrated by the performance measures.
The PaPUC notes that it supports the position in the Phase 1 Report discussed in 

§ 192.1007(f):

“The review of the operator’s written distribution integrity management program should be at intervals not exceeding 15 months, but at least once each calendar year (the same interval currently required for review and update of its Operations and Maintenance (O&M) Plan (49 CFR 192.605)).” (Phase 1 Report, RCP 7-1)

During the Phase 1 study there was also discussion of how often an operator should review its performance measures to look for trends, “bunching” of data or events, or other relevant information. It was argued that it takes a number of years of data to identify trends, bunching, etc. with any degree of statistical significance, and one year of additional data (which could be atypical by, for example, including leak surveys from a part of the system with significantly more – or fewer – leaks than the norm) could improperly distort that analysis.

The PaPUC would add a note to PHMSA regarding section (g).   Whatever reporting is to be required to be made to PHMSA should be entered in a database and be made accessible to States for review and analysis, as opposed to creating both federal and State reporting requirements and duplicate databases.
§192.1009 – What must an operator report when plastic pipe fails?
This section would require that operators report all plastic pipe failures to PHMSA within 90 days after a failure.  The PaPUC urges PHMSA to define the term “failure” and provide examples of failures anticipated by the definition.

§192.1015 – What records must an operator keep?

The PaPUC agrees with the language in this section.
§192.1017 – When may an operator deviate from required periodic inspections under this part?

This section provides operators flexibility in complying with the mandated Code requirements and in using alternative inspection timeframes based on engineering analysis and risk assessment.

The PaPUC strongly urges PHMSA to change section (b) of this part to eliminate submission to PHMSA’s Associate Administrator for Pipeline Safety regarding any state jurisdictional entity.  The states should have sole discretion as to deviations from periodic inspections for the utilities that they regulate.
The PaPUC notes that this section may be burdensome in a regulatory sense since it may require that multiple petitions (more than 100) be filed with the Commission.  Given the number of regulated gas distribution systems operating in Pennsylvania, the PaPUC may need to hire additional personnel to process the petitions.  The PaPUC urges PHMSA to acknowledge the additional workload with additional funding.
§192.1019 – What must a master meter or liquefied propane gas (LPG) operator do to implement this subpart?

This section specifies the requirements master meter and LPG operators must meet.  

The PaPUC strongly urges PHMSA to eliminate this part and require master meter operators, LPG, and Cooperative Distribution Utilities to follow the proposed regulations applicable to distribution gas utilities.

Miscellaneous Issues--OTHER COMMENTS

The PaPUC strongly urges PHMSA to increase funding associated with the proposed Distribution IMP NPRM as soon as the proposed rule becomes effective.  The PaPUC is concerned that this proposed rule will become another under-funded mandate for the states.
The PaPUC also urges PHMSA to work with its regulatory partners, NARUC and NAPSR to create a better rule than that which is currently proposed.

Conclusion

The PaPUC’s main objective is the continued safe operation of pipeline facilities and believes that, if properly applied, Distribution IMP can improve safety at a reasonable cost.  Consequently, the PaPUC requests that PHMSA consider the comments presented herein.
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