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IN THE MATTER OF THE PROPOSED DOCKET NO. RG-00000A-13-0049

AMENDMENTS TO THE PIPELINE SAFETY

RULES A.A.C. R14-5-201, R14-5-202, R14-5-203, DECISION NO. 74143

R14-5-204, AND R14-5-205 AND THE ADDITION

OF NEW RULES R14-5-206 AND R14-5-207. OPINION AND ORDER

DATE OF HEARING: August 9, 2013

PLACES OF HEARING: Phoenix, Arizona

ADMINISTRATIVE LAW JUDGE: Sarah N. Harpring

APPEARANCES: Mr. Charles Hains, Staff Attorney, Legal Division, on
behalf of the Utilities Division of the Arizona
Corporation Commission.

BY THE COMMISSION:

This matter concerns a rulemaking to modify Arizona Administrative Code (“A.A.C.”) Title
14, Chapter 5, Article 2, the Arizona Corporation Commission (“Commission”) rules for Pipeline
Safety, by amending A.A.C. R14-5-201 through R14-5-204, renumbering the existing R14-5-205 and
amending it at its new location at R14-5-207, separating an existing requirement into a new R14-5-
205, and adopting a new rule at R14-5-206. The primary purpose of this rulemaking is to bring the
Commission’s Pipeline Safety rules into compliance with federal requirements by updating the rules’
incorporations by reference of various parts of Title 49 of the Code of Federal Regulations (“49
CFR”). The other modifications to the rules are designed to make the rules more clear, concise, and
understandable and to enhance several safety requirements.

* * * * * * * * * *
Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:
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FINDINGS OF FACT
Process for this Rulemaking
1. On March 4, 2013, the Commission’s Legal Division filed a memorandum requesting,

on behalf of the Commission’s Safety Division (“Staff”), that a docket be opened to receive
documents related to a proposed rulemaking for the Pipeline Safety rules, A.A.C. Title 14, Chapter 5,
Article 2. As a result, the above-captioned docket was opened.

2. On May 29, 2013, Staff issued a memorandum describing in detail Staff’s
recommended modifications to the Pipeline Safety rules and including a proposed order for
Commission consideration at the Open Meeting of June 11 and 12, 2013. In the proposed order, Staff
recommended that the Commission commence the formal rulemaking process by filing a Notice of
Rulemaking Docket Opening and Notice of Proposed Rulemaking with the Office of the Secretary of
State for publication in the Arizona Administrative Register, provided the text of Staff’s
recommended rule modifications, and provided Staff’s recommended schedule for the rulemaking
proceedings.

3. On May 30, 2013, Staff filed a Notice of Filing Service List, including a list of
stakeholders to whom the memorandum and proposed order were being mailed.

4, On June 5, 2013, Staff filed a Notice of Filing Staff Amendment, with which Staff
included Safety Division Proposed Amendment No. 1 (“Staff Amendment No. 17). Staff
Amendment No. 1 was created to correct typographical errors in Staff’s proposed order, to correct
typographical errors in the text of Staff’s recommended rule modifications, and to provide an
attachment that had inadvertently been omitted from the proposed order.

5. At the Commission’s Open Meeting on June 11, 2013, the Commission discussed and
approved the proposed order, as amended by Staff Amendment No. 1.

6. On June 14, 2013, Decision No. 73911 was issued, directing Staff to prepare and file
with the Office of the Secretary of State, for publication in the Arizona Administrative Register no
later than July 5, 2013, a Notice of Rulemaking Docket Opening (“NRDO”) and a Notice of
Proposed Rulemaking (“NPRM”) including the text of Staff’s recommended rule modifications as

included in the Decision. The Decision also ordered the Hearing Division to hold an oral proceeding
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on the NPRM on August 9, 2013, in Phoenix; established dates for the submission of comments; and
established other procedural deadlines and requirements.

7. On July 5, 2013, the NRDO and NPRM were published in the Arizona Administrative
Register. The NPRM is attached hereto and incorporated herein as Exhibit A.

8. On July 5, 2013, Staff filed an Economic, Small Business, and Consumer Impact
Statement (“EIS™),' along with a copy of the published NPRM.

9. On July 10 and 12, 2013, requests to be included on the service list for this matter
were filed by UNS Gas, Inc. and Copper Market Gas, Inc.

10.  On August 9, 2013, the oral proceeding for this matter was held before a duly
authorized Administrative Law Judge of the Commission at the Commission’s offices in Phoenix,
Arizona. Staff appeared through counsel, and Robert Miller, Pipeline Safety Supervisor, also spoke
on behalf of Staff. Copper Market Gas, Incorporated (“CMG”) and Southwest Gas Corporation
(“SWG”) also attended, with CMG providing very brief comment and SWG indicating that it had
filed its comments in writing. SWG’s written comments were filed the same day.

11.  On September 3, 2013, Staff filed a Staff Report providing a summary of the written
and oral comments received on the NPRM, along with Staff’s responses to those comments. The
Staff Report is attached hereto and incorporated herein as Exhibit B. Staff included with the Staff
Report an updated EIS.

Description of the Rule Changes

12.  Along with updating incorporations by reference to conform to current federal
requirements, the rulemaking will make a number of organizational and language changes and add a
number of definitions to make the rules more clear, concise, and understandable. Additionally, the
rulemaking will make the following significant changes to the rules: |

a. R14-5-202(R) will require the operator of a transmission pipeline transporting
gas to conduct leakage surveys at least twice per year, not more than 7 1/2 months apart, regardless of

class location, whereas the federal regulations generally require one leakage survey per calendar year,

' As filed, the EIS included a copy of a blank template. On July 8, 2013, Staff filed a Notice of Errata requesting that

the blank template be disregarded.
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no more than 15 months apart.

b. R14-5-202(R) will also require repair of each grade 2 or 3 underground leak to
be completed within one year after discovery, while the federal regulations generally require
permanent repairs to be made when feasible.

c. R14-5-202(S) will require nondestructive testing of each weld on a pipeline or
appurtenance operating at or above 20 percent of specified minimum yield strength, as opposed to the
federal regulation that allows for some welds to be visually inspected instead.

d. R14-5-203 will broaden some of the reporting criteria for incidents, such as by
requiring reporting when a failure in a pipeline transporting hazardous liquid results in injury with
loss of consciousness, an inability to leave the scene unassisted, or a need for medical treatment, as
opposed to only requiring reporting when such an incident results in death or an injury requiring
hospitalization.

€. R14-5-204 will update the forms to be used for reporting, consistent with
federal requirements.

f. R14-5-205 will be a new section including requirements regarding
Commission investigations that are being carved out of R14-5-203.

g. R14-5-206 will be a new section requiring drug and alcohol testing of pipeline
facility and LNG facility workers to be performed in compliance with 49 CFR Part 199, as
incorporated by reference in R14-5-202. Although 49 CFR Part 199 has been incorporated by
reference in R14-5-202 for some time, the addition of R14-5-206 clarifies why 49 CFR Part 199 is
incorporated by reference. |

h. R14-5-207 will revise the master meter system rule, as renumbered from R14-
5-205, to clarify the rule’s requirements; to set forth requirements for cathodic protection of new,
repaired, replaced, or relocated lines; to clarify leakage survey requirements and impose deadlines for
leak repairs based on grade; and to clarify reporting requirements.

Rationale for the Rulemaking
13.  Under Title 49, § 60105 of the U.S. Code (“49 U.S.C. § 60105”), the Commission

holds certification from the U.S. Department of Transportation’s Pipeline and Hazardous Materials

4 DECISION NO. 74143




O ® N N R W e

[\)[\)[\)[\)[\)»—A'—-a—-r—-v—-r—-»—t.—an—l»—a

DOCKET NO. RG-00000A-13-0049

Safety Administration (“PHMSA”) authorizing the Commission to prescribe and enforce safety
standards and practices for intrastate pipeline facilities and intrastate pipeline transpor‘cation.2 (See 49
U.S.C. § 60105(a).) To maintain certification, Staff must annually submit to PHMSA a certification
stating, inter alia, that the Commission (1) has regulatory jurisdiction over the standards and
practices to which the certification applies; (2) has adopted, by the date of certification, each
applicable standard prescribed under 49 U.S.C. Chapter 601 or, if the standard was prescribed no
later than 120 days before certification, is taking steps to adopt the standard; and (3) is enforcing each
adopted standard through means including inspections by qualified Commission employees. (49
U.S.C. § 60105(b).) The certification filing must also identify the persons subject to the
Commission’s safety jurisdiction, describe specific types of reported accidents or incidents during the
past 12 months, provide an investigation summary for each accident or incident, and describe the
Commission’s regulatory and enforcement practices. (49 U.S.C. § 60105(c).) The PHMSA may
reject certification for a state authority if it determines that the state authority is not satisfactorily
enforcing compliance with the applicable federal safety standards of 49 U.S.C. Chapter 601. (49
U.S.C. § 60105(f).) A state authority that carries out a safety program pursuant to certification under
49 U.S.C. § 60105 is eligible to obtain grant funding from PHMSA of up to 80 percent of the state
authority’s costs for the personnel, equipment, and activities reasonably required to carry out the
program for the next calendar year. (49 U.S.C. § 60107(a).) One of the performance factors
considered by PHMSA when determining the allocation of grant funds to a state authority is whether
the state has adopted the applicable federal pipeline safety standards. (49 CFR § 198.13(c)(7).)
PHMSA can withhold payment if it determines that a state authority is not satisfactorily carrying out
its safety program. (49 U.S.C. § 60107(b).)

14.  The primary purpose of this rulemaking is to update the incorporations by reference of
specific parts of 49 CFR, to make Arizona’s rules consistent with federal pipeline safety

requirements, so as to maintain the Commission’s certification and grant funding from PHMSA. Mr.

2 The Commission has also been authorized to act as an interstate agent under 49 CFR Chapter 601.
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Miller stated at the Oral Proceeding for this rulemaking that the rulemaking must be effective by
December 31, 2013, to comply with PHMSA’s deadline.
15.  Staff stated that the rulemaking will result in enhanced public safety, which is in the

best interests of all people in Arizona.

Authority for this Rulemaking

16.  The Commission is authorized to engage in rulemaking under both its constitutional
authority and its statutory authority endowed by the legislature. In the NPRM, Staff cited as
authority for this rulemaking both Article 15, § 3 of the Arizona Constitution (“Art. 15, § 3”) and
Arizona Revised Statutes (“A.R.S.”) § 40-441.

17.  Article 15, § 3 provides, in pertinent part:

The Corporation Commission shall have full power to, and shall, prescribe
just and reasonable classifications to be used and just and reasonable rates
and charges to be made and collected, by public service corporations
within the State for service rendered therein, and make reasonable rules,
regulations, and orders, by which such corporations shall be governed in
the transaction of business within the State, and may . . . make and enforce
reasonable rules, regulations, and orders for the convenience, comfort, and

safety, and the preservation of the health, of the employees and patrons of

such corporations . . . .

18.  The Commission also has specific statutory authority to adopt rules establishing safety
standards and practices for pipeline systems and the transportation of gas and hazardous liquids

within Arizona. A.R.S. § 40-441 provides:

For the purpose of providing state control over safety standards and
practices applicable to the transportation of gas and hazardous liquids and
gas and hazardous liquids pipeline facilities within the state to the full
extent permissible under federal law that is applicable to natural gas and

hazardous liquid gas pipelines, the commission shall adopt by regulation,
rule or order appropriate safety standards for all such transportation of gas

and hazardous liquids and gas and hazardous liquids pipeline facilities,
including both privately owned and public, which are not subject to

exclusive federal control. Upon the adoption of such regulations, rules or
orders, the commission shall make certifications and reports and take any
other necessary action in accordance with intrastate certifications and
interstate agent agreements under federal pipeline safety laws (49 United
States Code, subtitle VIII, chapter 601).

All terms used in this article that are defined in the federal pipeline safety
laws (49 United States Code, subtitle VIII, chapter 601) shall have the

*  Ariz. Const., Art. 15, § 3 (emphasis added). The Commission is aware of Arizona Corp. Comm’n v. Pacific

Greyhound Lines, 54 Ariz. 159 (1939) (“Pacific Greyhound”) and its progeny.
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definitions set forth in that act.*
19.  Although not cited by Staff in the NPRM, the following statutes also provide the
Commission with authority for portions of the pipeline safety rules:

a. ARS. § 40-202(A) provides: “The commission may supervise and regulate
every public service corporation in the state and do all things, whether
specifically designated in this title or in addition thereto, necessary and
convenient in the exercise of that power and jurisdiction.” This language,
although very broad, has been interpreted by the Arizona Supreme Court as
bestowing no powers on the Commission in addition to those already granted
by the Arizona Constitution or specifically granted elsewhere by the
legislature, although the Court acknowledged that it also provides the
Commission the authority to do those things necessary and convenient in the
exercise of the powers so granted.’

b. A.R.S. § 40-203 states:

When the commission finds that the rates, fares, tolls, rentals,
charges or classifications, or any of them, demanded or collected
by any public service corporation for any service, product or
commodity, or in connection therewith, or that the rules
regulations, practices or contracts, are unjust, discriminatory or
preferential, illegal or insufficient, the commission shall determine
and prescribe them by order, as provided in this title.°

c. AR.S. § 40-321(A) states:

When the commission finds that the equipment, appliances,
facilities or service of any public service corporation, or the
methods of manufacture, distribution, transmission, storage or
supply employed by it, are unjust, unreasonable, unsafe, improper,
inadequate or insufficient, the commission shall determine what is
just, reasonable, safe, proper, adequate or sufficient, and shall
enforce its determination by order or regulation.

d. A.R.S. § 40-322 states, in pertinent part:

A. The commission may:

1. Ascertain and set just and reasonable standards,
classifications, regulations, practices, measurements or service to
be furnished and followed by public service corporations other

*  ARS. § 40-441 (emphasis added).
Southern Pacific Co. v. Arizona Corp. Comm’n, 98 Ariz. 339, 348 (1965).
$  AR.S. 40-203 (emphasis added).
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than a railroad.

2. Ascertain and fix adequate and serviceable standards for
the measurement of quantity, quality, pressure, initial voltage or
other condition pertaining to the supply of the product, commodity
or service furnished by such public service corporation.

3. Prescribe reasonable regulations for the examination and
testing of the product, commodity or service and for the
measurement thereof.

B. The commission, its officers and employees may enter
upon any premises occupied by a public service corporation, for
the purpose of making the examinations and tests and exercising
any of the other powers provided for in this article . . . .

e. A.R.S. § 40-336 states:

The commission may by order, rule or regulation, require every
public service corporation to maintain and operate its line, plant,
system, equipment, and premises in a manner which will promote
and safeguard the health and safety of its employees, passengers,
customers and the public, and may prescribe the installation, use,
maintenance and operation of appropriate safety or other devices
or appliances, including interlocking and other protective devices
at grade crossings or junctions and block or other systems of
signalling, establish uniform or other standards of equipment, and
require the performance of any other act which health or safety
requires.

20.  The Commission also has both constitutional and statutory authority specifically with
regard to requiring public service corporations to provide information to the Commission. Article 15,
§ 13 of the Arizona Constitution provides: “All public service corporations . . . shall make such
reports to the Corporation Commission, under oath, and provide such information concerning their
acts and operations as may be required by law, or by the Corporation Commission.” In addition,

AR.S. § 40-204(A) states:

Every public service corporation shall furnish to the commission, in the
form and detail the commission prescribes, tabulations, computations,
annual reports, monthly or periodical reports of earnings and expenses,
and all other information required by it to carry into effect the provisions
of this title and shall make specific answers to all questions submitted by
the commission. If a corporation is unable to answer any question, it shall
give a good and sufficient reason therefor.

These provisions grant the Commission authority to require a public service corporation to provide

reports concerning both past business activities and future plans.’

Arizona Pub. Serv. Co. v. Arizona Corp. Comm’n, 155 Ariz. 263 (App. 1987), approved in part, vacated in part, 157
Ariz. 532 (1988).
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21.  Under A.R.S. §§ 40-442 and 40-443, the Commission also has specific statutory
authority to enforce the pipeline safety statutes and the Commission’s rules and orders adopted under
those statutes.

22. The Commission finds that the revisions to A.A.C. Title 14, Chapter 5, Article 2
proposed in the NPRM are authorized under the Commission’s constitutional authority and statutory
authority.

Rulemaking Requirements

23. AR.S. § 41-1057 exempts the Commission from having its rules reviewed by the
Governor’s Regulatory Review Counsel (“GRRC”), but requires the Commission to adopt
substantially similar rule review procedures, to include preparation of an economic impact statement
and a statement of the effect of the rule on small business.

24.  ARS. § 41-1044 requires the Attorney General to review rules that are exempt under
A.R.S. § 41-1057 and further requires that such rules not be submitted to the Office of the Secretary
of State unless first approved by the Attorney General.®

25.  Since fiscal year 2009-2010, Arizona has had in place a general rulemaking
moratorium, first through creation of the Legislature’ and then through gubernatorial orders. The
most recent gubernatorial order is Executive Order 2012-03 (“EO 2012-03”), effective on June 26,
2012, and expiring on December 31, 2014. EO 2012-03 generally prohibits a state agency from
conducting rulemaking except for specific purposes and with prior written approval from the Office
of the Governor. However, EO 2012-03 expressly exempts the Commission from its applicability,
although it encourages all exempted state officials and agencies to participate voluntarily within the
context of their own rulemaking processes.

26.  While EO 2012-03 does not apply to the Commission, this rulemaking falls within the

permissible rulemaking purposes under Executive Order 2012-03 because it is being completed to

8 Although Commission rules generally are subject to review and certification by the Attorney General under A.R.S. §

41-1044 before they become effective, Commission rules promulgated pursuant to the Commission’s exclusive and
plenary constitutional ratemaking authority need not be submitted to the Attorney General for certification. (State ex rel.
Corbin v. Arizona Corp. Comm’n, 174 Ariz. 216, 848 P.2d 301 (Ariz. Ct. App. 1992); Phelps Dodge Corp. v. Arizona
Elec. Power Coop., 207 Ariz. 95, 83 P.3d 573 (Ariz. Ct. App. 2004).)

®  SeeLaws 2010, Ch. 287, § 18 (amending Laws 2009 (3rd Special Session) Ch. 7, § 28).
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comply with a federal requirement that contains a date certain for compliance on or before December
31, 2014, and as necessary to prevent a significant threat to the public health and safety.

27.  Because the Commission is not conducting this rulemaking pursuant to its plenary and
exclusive ratemaking authority under Art. 15, § 3, the Commission is required to obtain Attorney
General certification of this rulemaking under A.R.S. § 41-1044.

28.  A.R.S. § 41-1032(A) provides that a final rule filed with the Office of the Secretary of
State under A.R.S. § 41-1031 becomes effective 60 days after filing unless the rulemaking agency
includes in the preamble information demonstrating that the rule needs to be effective immediately
upon filing, for one of five reasons, among them: (1) to preserve the public peace, health, or safety;
or (2) to avoid a violation of federal law or regulation or state law, if the need for an immediate
effective date is not created due to the agency’s delay or inaction.

29.  According to Staff, this rulemaking needs to take effect by December 31, 2013,
because the Commission is required to update its pipeline safety rules to adopt the current version of
the federal regulations for pipeline safety by that time. In addition, because the Commission’s
pipeline safety rules establish standards to ensure the safety of intrastate pipeline systems, the rules
must become effective as soon as possible to preserve the public health and safety. We find that this
rulemaking is eligible for an immediate effective date under A.R.S. § 41-1032(A)(1) and (2) so as to
preserve the public health and safety and avoid a violation of the federal requirement for the
Commission’s pipeline safety certification and grant funding, and we will require the Preamble for
the Notice of Final Rulemaking to include language demonstrating the need for an immediate
effective date.

Public Comments & Responses

30.  Exhibit B, attached hereto, contains Staff’s summary of the comments received and
Staff’s responses to those comments. The Commission has thoroughly reviewed and considered
Staff’s responses and recommendations in formulating the Commission’s own summary and
responses, which are set forth in Exhibit D. Although the Commission is adopting modifications to
the text of the proposed rules that are different than those recommended by Staff, the Commission

believes that the modifications being adopted are consistent with Staff’s understanding of and intent

10 DECISION NO. 74143
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as to the meaning of the rules as proposed.'®

31.  Exhibit D, attached hereto and incorporated herein, contains the Commission’s
summary of the comments received and the Commission’s responses to those comments. The
Commission’s summary and responses, set forth in Exhibit D, address and resolve the issues raised in
the comments received; are reasonable and appropriate; are adopted; and should be included in the
Preamble for a Notice of Final Rulemaking in this matter.

32.  We find that the following revisions should be made to the text of the rules when the
rules are submitted to the Office of the Attorney General as a Notice of Final Rulemaking:

a. In the Table of Contents for Article 2, the title for R14-5-203 should appear as

follows: “Pipeline Incident Reports and-Investigations”;
b. In R14-5-201(5)(d), the words “known or discovered to be” should be inserted

after “A nonresidential building”;

c. In R14-5-201(8), the definition of “Independent laboratory” should be revised

3

to read as follows: “‘Independent laboratory’ means a laboratory that is not

owned or operated by the operator and that has no affiliation with the operator

through ownership, familial relationship, or contractual or other relationship

that results in the laboratory being controlled by or under common control with

the operator.”;
d. In R14-5-201(19), the words “known or discovered to be” should be inserted

after “To a nonresidential building”;

€. In R14-5-201(27), the definition of “Sour gas” should be revised to read as

follows: “‘Sour gas’ means natural gas that contains the corrosive sulfur-

bearing compound hydrogen sulfide (H,S) in a concentration that exceeds a

minimum threshold of 0.25 grain of hydrogen sulfide per 100 cubic feet (5.8

milligrams/m3) under standard operating conditions (4 parts per million).”;
f. In R14-5-201(32), the definition of “Unknown failure” should be revised by

1 The Commission believes that there is a typographical error in Staff’s proposed revision of R14-5-201(27) and has

interpreted Staff’s recommendation consistent with that belief.
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deleting the word “external”;
g In R14-5-202(S), the following sentence should be inserted after the first

sentence: “The nondestructive testing shall be completed before the newly

welded area of the pipeline or appurtenance is used for service.”;

h. At R14-5-203, the section title should appear as follows: “Pipeline Incident
Reports and-Investigations”;

i In R14-5-203(B)(1), the following language should be added before the colon:
“related to the operator’s intrastate pipeline system”;

J- In R14-5-203(C)(3), in the sixth line, “resulting” should be deleted;

k. In R14-5-205(A), before the period at the end of the sentence, the following

language should be added: “and may investigate other incidents, accidents, or

events”;
1. In R14-5-207(Q)(1), the following language should be added before the colon:

“related to the operator’s master meter system™; and

m. In Exhibit A to the rules, the following changes should be made so that the
report form is usable for any year:
i The second line, appearing just above the border of the table, should be
replaced with the following: “TO BE FILED FOR EACH
CALENDAR YEAR, DUE BETWEEN JANUARY 1 AND APRIL 15
OF THE FOLLOWING CALENDAR YEAR”;

il. In the cell of the table headed “FOR UNDERGROUND STEEL
SYSTEMS,” “2012” should be replaced with “CAL. YR.” the first time
it appears and with “cal. yr.” the second time it appears; and ‘

iii. In the cell of the table headed “DATE OF LEAK SURVEY
CONDUCTED,” “2012” should be replaced with “CAL. YR.” the first
time it appears and with “cal. yr.” the second time it appears.

33.  The revisions described above respond appropriately to the comments received on the

NPRM; will result in rules that are more clear, concise, and understandable than the rules as
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published in the NPRM; and will not result in any rule’s becoming substantially different, under
A.R.S. § 41-1025, from the rule as published in the NPRM.
Probable Economic Impacts

34.  The rulemaking primarily adopts the standards required by the current federal
regulations for pipeline safety, and these provisions thus will not cause an economic impact for
operators currently complying with the federal requirements. The enhanced consistency and
enhanced clarity of the rules as adopted herein is expected to benefit operators, the Commission, and
the general public, although this benefit would be difficult to quantify. The following requirements in
the rules may result in an economic impact to operators, but should enhance the reliability and safety
of pipelines in Arizona, thereby significantly benefiting operators, the general public, and the
Commission:

a. R14-5-202(R), which will require the operator of a transmission pipeline
transporting gas to conduct leakage surveys at least twice per year, not more than 7 1/2 months apart,
regardless of class location;

b. R14-5-202(R), which will require repair of each grade 2 or 3 underground leak
to be completed within one year after discovery;

C. R14-5-202(S), which will require nondestructive testing of each weld on a
pipeline or appurtenance operating at or above 20 percent of specified minimum yield strength,
before the weld is used for service;

d. R14-5-203, which will broaden some of the reporting criteria for incidents,
such as by requiring reporting when a failure in a pipeline transporting hazardous liquid results in
injury with loss of consciousness, an inability to leave the scene unassisted, or a need for medical
treatment; and

€. R14-5-207, which will revise the master meter system rule, as renumbered
from R14-5-205, to clarify the rule’s requirements; to set forth requirements for cathodic protection
of new, repaired, replaced, or relocated lines; to clarify leakage survey requirements and impose

deadlines for leak repairs based on grade; and to clarify reporting requirements.
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35. We find that the information included in the EIS, attached hereto as Exhibit C,!!
substantially conforms to the requirements of A.R.S. §§ 41-1057 and 41-1055'> and should be
adopted.

Resolution

36.  The proposed revisions to A.A.C. Title 14, Chapter 5, Article 2, as set forth in the
NPRM attached hereto as Exhibit A, and modified as set forth in Findings of Fact No. 32, are just and
reasonable and in the public interest and will be adopted by the Commission.

37.  The proposed revisions to A.A.C. Title 14, Chapter 5, Article 2, as set forth in the
NPRM attached hereto as Exhibit A, and modified as set forth in Findings of Fact No. 32, should be
submitted to the Office of the Attorney General in the form of a Notice of Final Rulemaking package
conforming to the requirements of A.R.S. § 41-1001(15)(d) and the Rules of the Office of the
Secretary of State.'’ The Final Rulemaking package should include, as a separate Economic Impact
Statement, the EIS attached hereto as Exhibit C. Additionally, the Preamble for the Notice of Final
Rulemaking should include language demonstrating the need for an immediate effective date for this
rulemaking, as provided under A.R.S. § 41-1032(A)(1) and (2), so as to preserve the public health
and safety and to avoid a violation of the PHMSA‘deadline for the Commission to adopt regulationé
conforming to the current federal regulations for pipeline safety.

CONCLUSIONS OF LAW

1. Pursuant to Arizona Constitution, Art. 15, §§ 3 and 13 and A.R.S. §§ 40-202 through -
204, 40-321 and -322, 40-336, and 40-441 through -443, the Commission has authority and
jurisdiction to revise A.A.C. Titlé 14, Chapter 5, Article 2, as set forth in the NPRM attached hereto
as Exhibit A, and further modified as described in Findings of Fact No. 32.

2. The Commission is required to submit this rulemaking to the Office of the Attorney

General for certification under A.R.S. § 41-1044.

11

b The EIS attached as Exhibit C is based upon the updated EIS filed by Staff on September 3, 2013.

Although A.R.S. § 41-1057 exempts the Commission from having its rules reviewed by GRRC and from application
of AR.S. § 41-1055, it also requires the Commission to adopt substantially similar rule review procedures, to include
preparation of an economic impact statement and a statement of the effect of the rule on small business.

See, e.g., A.A.C. R1-1-105(D), R1-1-601, and R1-1-602.
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3. Notice of the oral proceeding regarding the NPRM was provided in the manner
prescribed by law.

4. The revisions to A.A.C. Title 14, Chapter 5, Article 2, as set forth in the NPRM
attached hereto as Exhibit A, with the further modifications set forth in Findings of Fact No. 32, do
not represent a substantial change from the proposed rules as published in the NPRM.

5. The revisions to A.A.C. Title 14, Chapter 5, Article 2, as set forth in the NPRM
attached hereto as Exhibit A, with the further modifications set forth in Findings of Fact No. 32, are
clear, concise, and understandable; within the Commission’s power to make; within enacted
legislative standards; and made in compliance with appropriate procedures.

6. Adoption of the revisions to A.A.C. Title 14, Chapter 5, Article 2, as set forth in the
NPRM attached hereto as Exhibit A, with the further modifications set forth in Findings of Fact No.
32, is just and reasonable and in the public interest.

7. The EIS attached hereto as Exhibit C substantially conforms to the requirements of
A.R.S. §§ 41-1057 and 41-1055 and should be adopted.

8. The summary of the written and oral comments received regarding the NPRM and the
Commission’s responses to those comments, as set forth in Exhibit D, are accurate, comply with
ARS. § 41-1001(15)(d), and should be included in the Preamble for the Notice of Final Rulemaking
for this matter.

ORDER

IT IS THEREFORE ORDERED that the Commission hereby adopts the text of A.A.C. Title
14, Chapter 5, Article 2, revised as set forth in the NPRM attached hereto as Exhibit A and further
revised as set forth in Findings of Fact No. 32.

IT IS FURTHER ORDERED that the Commission hereby adopts the Economic Impact
Statement attached hereto as Exhibit C.

IT IS FURTHER ORDERED that the Commission hereby adopts the summary of comments
and Commission responses set forth in Exhibit D.

IT IS FURTHER ORDERED that the Commission’s Safety Division/Legal Division shall

prepare and file with the Office of the Attorney General, for certification under A.R.S. § 41-1044, a

15 DECISION NO. 74143
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Notice of Final Rulemaking package that includes (1) A Notice of Final Rulemaking setting forth the
text of A.A.C. Title 14, Chapter 5, Article 2, adopted herein and a Preamble conforming to A.R.S. §
41-1001(15)(d) and including the summary of comments and Commission responses adopted herein
as well as language demonstrating the need for an immediate effective date for the rulemaking as
provided under A.R.S. § 41-1032; (2) the Economic Impact Statement adopted herein; (3) any
additional documents required by the Office of the Attorney General for certification under A.R.S. §
41-1044; and (4) any additional documents required for publication and codification by the Office of

the Secretary of State after the rulemaking is certified by the Office of the Attorney General.
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IT IS FURTHER ORDERED that the Commission’s Safety Division/Legal Division is
authorized to make non-substantive changes in the text of A.A.C. Title 14, Chapter 5, Article 2
adopted herein; the summary of comments and Commission responses ado;;téd herein; the Economic
Impact Statement adopted herein; and any of the additional documents required by the Office of the
Attorney General or the Office of the Secretary of State, in response to comments received from the
Office of the Attorney General or the Office of the Secretary of State during the certification,
publication, and/or codification process, unless the Commission requires otherwise after notiﬁcatior:r

of those changes.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

LA —
CHAIRMAN COMMISSIONER

47.
e oD Ao wi

COMMISSIONER COMMISSIONER COMMISSIONER
-

IN WITNESS WHEREOF, I, JODI JERICH, Executive
Director of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission,to be affixed at the itol/in the City of Phoenix,
this /8% day of w@h/b 2013.

( :
/I DJJERICH” ~
/EXECUTIVE DIREGTOR

\,
\\.

DISSENT

DISSENT
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Mr. Frank Perkins, Plant Manager
Arizona Public Service Company
Post Office Box 53999

Mail Station 4120

Phoenix, Arizona 85072-3999

Mr. Bill Watson, Jr.
Compliance Auditor

Mineral Park Mine

8275 North Mineral Park Rd.
Golden Valley, Arizona 86413

Mr. Glenn Nichols

City Manager

City of Benson

160 South Huachuca
Benson, Arizona 85602

Dindy Bird, Manager
Alliance Propane

2000 East Frontage Road
Post Office Box 3025
Page, Arizona 86040

Mr. James Payne, District Manager
Alliance Propane

200 West Longhorn Road

Payson, Arizona 85541

Mr. Wayne Liles
Facilities Supervisor
Plains LPG Services, L.P.
14702 West Olive Avenue
Waddell, Arizona 85355

Mr. Scott Sill, Vice President

Plains LPG Services, L.P.

Suite 1400, 607 Eighth Avenue S.W.
Calgary, Alberta

Canada T2P OA7

Mr. Nick Martinez

Utilities Supervisor

Copper Market Incorporated
Post Office Box 245
Bagdad, Arizona 86321
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Mr. Otis Williams, Station Manager
Swissport Fueling Inc.

4200 East Airlane Drive

Phoenix, Arizona 85034

Mr. Don Esperson
Pipeline Manager
Swissport Fueling Inc.
4200 East Airlane Drive
Phoenix, Arizona 85034

Mr. Mike Pearce

General Manager

Duncan Rural Service Cooperative
Post Office Box 440

379597 AZHWY 75

Duncan, Arizona 85534

Mr. Tom Meek

Compliance

Kinder Morgan — El Paso Natural Gas
8725 Alameda Park Dr., N.E.
Albuquerque, New Mexico 87113

Mr. Steve Marositz

Compliance

Kinder Morgan — El Paso Natural Gas
2319 South Riverside Ave.
Bloomington, California 92316

Mr. Steve Lines

General Manager

Graham County Utilities, Inc.
Post Office Drawer B

Pima, Arizona 85543

Mr. Frank McRae

Director of Energy Resources
City of Mesa

Post Office Box 1466

Mesa, Arizona 85211-1466

Mr. Eric Buckley, Utilities Director
City of Safford

Post Office Box 272

Safford, Arizona 85548
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Mr. Nathan Shelly

General Manager

Unisource Energy

2901 W. Shamrell Blvd, Suite 110
Flagstaff, Arizona 86001

Mrs. Debra Gallo

Manager Regulatory Affairs
Southwest Gas Corporation

Post Office Box 98510

Las Vegas, Nevada 89193-8510

Mr. Pat McCourt

City Manager

City of Willcox

250 N. Railroad Avenue
Willcox, Arizona 85643

Mr. Doug Adams

Plant Manager

Nucor Steel Kingman
3000 Highway 66 South
Kingman, Arizona 86413

Mr. Dan DiMiccio

Vice President/General Manager
Nucor Steel Utah

Post Office Box 100

Plymouth, Utah 84330

Mr. Stephen Swan, Engineering Manager
Pimalco Aerospace Aluminum

683.3 West Willis Road

Box 5050

Chandler, Arizona 85226

Pinal County Building Inspections
Queen Creek, Magma Gas Area
Building Safety Division

Post Office Box 827

31 North Pinal St., Bldg. D
Florence, Arizona 85232

Mr. Greg Merdick

Cox Communications
Community Relations
1550 W. Deer Valley Rd.
Phoenix, Arizona 85027

Jones Intercable

Regulatory Division

8251 North Cortaro Road
Tucson, Arizona 85743-9599

19

DOCKET NO. RG-00000A-13-0049

Tucson Electric Power
Legal Department — DB203
220 West 6™ Street

Post Office Box 711
Tucson, Arizona 85072

Mr. David Martin

Association of General Contractors
1825 West Adams

Phoenix, Arizona 85007

Mr. Clark Tartar and Mr. Frank Harris
Arizona Pipeline Company

3111 West Lincoln Street

Phoenix, Arizona 85009

City of Mesa

Building Inspections

Post Office Box 1466
Mesa, Arizona 85211-1466

ASARCO Incorporated

c/o Webb Crocket, Esq.

Fennemore Craig

2394 East Camelback Road, Ste. 600
Phoenix, Arizona 85016-3429

The Arizona Utility Group
Bill Parry-Chairman

6405 Wilkinson Dr.
Prescott, Arizona 86301

Mr. John H. Shorbe, Sr.
Southern Arizona Home
Builders Association

2840 North Country Club Road
Tucson, Arizona 85716

Mr. John Richardson, Park Manager
Canyon Valle Airpark

801 South State Route 64, Space 100
Williams, Arizona 86406

Mr. Bryan Jaconi
Manager

Havasu Springs Resort
2581 Highway 95
Parker, Arizona 85344
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Mr. John Bowen

Director of Public Services and Works
City of Willcox

250 North Railroad Avenue

Willcox, Arizona 85643

Mr. Phillip Stahl

District Manager

Tkard and Newsom

4359 US Hwy. 64

Kirtland, New Mexico 87419

Mr. Harold Begay

Tuba City Unified School District No. 15
Post Office Box 67

Tuba City, Arizona 86045

Mr. Steve Chasse

Abbott RPD Manager

Utility & Facility Manager
Abbott Labs

1250 West Maricopa Highway
Casa Grande, Arizona 85222

Mr. Scott Vickers

Manager, Compliance

Calpine Pipeline Company
3779 Courtwright Road
P.O.Box 5619

Mohave Valley, Arizona 86440

Mr. Justin B. Jessop

Gas Department Supervisor
Colorado City Gas

Post Office Box 840809
Hildale, Utah 84784

Mr. Robert Stone

Plant Manager

Gila River, L.P.

P. 0. Box 798

Gila Bend, Arizona 85337

Mr. Ray Latchem

President

Desert Gas Services

8505 South Elwood Avenue, #123
Tulsa, Oklahoma 74132

20

DOCKET NO. RG-00000A-13-0049

Jason D. Gellman

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Marcus Middleton

Nick Martinez

Copper Market Gas, Inc.
P.O. Box 245

Bagdad, Arizona 86321

Lawrence J. Cole

Michael McElrath

Paul Boman

Copper Market Gas, Inc.
333 North Central Avenue
Phoenix, Arizona 85004

Bradley S. Carroll

UNS Gas, Inc. _

88 East Broadway Blvd., MS HQES10
P.O.Box 711

Tucson, Arizona 85702

Michael W. Patten

Roshka DeWulf & Patten, PLC

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Robert E. Miller

Arizona Corporation Commission
Safety Division

2200 North Central Ave., Suite 300
Phoenix, Arizona 85004

Mr. Robert Marvin

Director — Safety Division

Arizona Corporation Commission
Safety Division

2200 North Central Ave., Suite 300
Phoenix, Arizona 85004

Janice M. Alward, Chief Counsel
Legal Division

Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

Steven M. Olea, Director
Utilities Division

Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007
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Arizona Administrative Register / Secretary of State
Notices of Proposed Rulemaking

NOTICES OF PROPOSED RULEMAKING

Unless exempted by A.R.S. § 41-1005, each agency shall begin the rulemaking process by first submitting to the Secretary of
State’s Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking that contains the preamble
and the full text of the rules. The Secretary of State’s Office publishes each Notice in the next available issue of the Register
according to the schedule of deadlines for Register publication. Under the Administrative Procedure Act (A.R.S. § 41-1001 et
seq.), an agency must allow at least 30 days to elapse after the publication of the Notice of Proposed Rulemaking in the Register
before beginning any proceedings for making, amending, or repealing any rule. (A.R.S. §§ 41-1013 and 41-1022)

NOTICE OF PROPOSED RULEMAKING

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION
CHAPTER 5. CORPORATION COMMISSION — TRANSPORTATION

Editor’s Note: The following two Notices of Proposed Rulemaking were exempt from Executive Order 2012-03 as issued by
Governor Brewer. (See the text of the executive order on page 1749.)

[R13-110]
PREAMBLE
L Sections Affected Rulemaking Action

R14-5-201 Amend

R14-5-202 Amend

R14-5-203 Amend

R14-5-204 Amend

R14-5-205 Renumber
R14-5-205 New Section
R14-5-206 New Section
R14-5-207 Renumber

R14-5-207 Amend
at101] O 111€C AT€ 1 e 4 )

Authorizing statute: A.R.S. § 40-441
Implementing statute: Arizona Constitution, Article XV, § 3

Name: ) Charles Hams Commission Counsel Legal Dlvnsmn

Address: Arizona Corporation Commission |
1200 W. Washington St.
Phoenix, AZ 85007
Telephone: (602) 542-3402
Fax: (602) 542-4870
E-mail: Chains@azcc.gov
Web site: WWW.azCC.goV
i N
The purpose of the proposed rules would amend R14-5-201, R14-5-202, R14-5-203, R14-5-204, renumber R14-5-
205 and add new rules R14-5-206 and R14-5-207, of the Pipeline Safety Rules.
July 5, 2013 Page 1723 Volume 19, Issue 27
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The amendments to R14-5-201 will update the meanings of the definitions and add definitions for several terms used
within the rules. The amendments to R14-5-202, R14-5-203 and R14-5-204 are revised for clarity and to update
incorporations by reference of the most recent amendments to the Code of Federal Regulations (“CFR”), Title 49.

R14-5-205 (Master Meter System Operators) is renumbered as R14-5-207. New rule R14-5-205 (Commission Inves-
tigations) is added.

New rule R14-5-206 (Employee Drug and Alcohol Testing Requirements) is added and adopts by reference the fed-
eral employee drug and alcohol testing requirement applicable to interstate pipeline and applies to intrastate gas or
hazardous liquid pipeline facilities and intrastate LNG facilities.

Renumbered rule R14-5-207 is modified for clarity.

Small Busmess Subject to the Rules: These rulesdo not change the respon51b111t1es of master meter operators already
established in 1970 by the adoption by the Commission of the Code of Federal Regulations, Title 49, Parts 191 and
192.

The new rules will have no effect on consumers or users of the gas service provided by regulated public utilities as
they presently are required to be in compliance with all standards, but this will benefit consumers, users and the gen-
eral public by maintaining a safe pipeline system.

The proposed rules are the least costly method for obtaining compliance with the long standing minimum safety stan-
dards. The rules do not impose additional standards. There is no less intrusive method.

Name: Robert Miller, Office of Pipeline Safety

Address: Arizona Corporation Commission
2200 N. Central Ave., Suite 300
Phoenix, AZ 85004

Telephone: (602) 262-5601
Fax: « (602) 262-5620
E-mail: RMiller@azcc.gov
Web site: WWW.azZCC.goV

The Commlssmn has scheduled the followmg oral proceedlng for publlc comments:

Date: August 9, 2013
Time: 10:00 a.m.
Location: Arizona Corporation Commission

Hearing Room 1

1200 W. Washington St.

Phoenix, AZ 85007
Nature: Public Comment Hearing

Written comments can be submitted on or before August 9, 2013, to the Commission’s Docket Control at the address
listed above. Please reference Docket No. RG-00000A-13-0049 on all documents.

Oral comments may be provided at the proceedlngs on August 9, 2013, at 10:00 a.m.

Volume 19, Issue 27 Page 1724 July 5, 2013
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49 CFR 40 (October 1 2012) adopted in R14 5 202(B)
49 CFR 191 (October 1, 2012) adopted in R14-5-202(B)
49 CFR 192 (October 1, 2012), except I(A)(2) and (3) of Appendix D to part 192 adopted in R14-5-202(B)
49 CFR 193 (October 1, 2012) adopted in R14-5-202(B)
49 CFR 195 (October 1, 2012), except 195.1(b)}(2), (3), and (4) adopted in R14-5-202(B)
49 CFR 199 (October 1, 2012) adopted in R14-5-202(B)
13. The full text of the rules follows:

TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION

CHAPTER 5. CORPORATION COMMISSION — TRANSPORTATION

ARTICLE 2. PIPELINE SAFETY

Section

R14-5-201.  Definitions

R14-5-202.  Construction and Safety Standards for Gas, LNG, and Hazardous Liquid Pipeline Systems
R14-5-203.  Pipeline Incident Reports and Investigations

R14-5-204.  Annual Reports

R14-5-205.  Commission Investigations

R14-5-206.  Emplovee Drug and Alcohol Testing Requirements
R14-5-205-R14-5-207. Master Meter System Operators

ARTICLE 2. PIPELINE SAFETY

R14-5-201. Definitions
As used in thls Amcle

42, “Commission means the Arlzona Corporatlon Commlssmn

3. “Discontinuation of service” means an interruption in service expected to exceed four hours, occurring after an oper-
ator tests a service line or meter set assembly and determines that additional actions are necessary to restore service
because of a leak or hazardous operating condition.

4. “DOT” means the U.S. Department of Transportation.
5. “Evacuation” means denying entry into or the organized clearing of a building or bulldmgs= involving;
a. One hundred or more individuyals from any number of buildings:
b.  All of the individuals present from five or more buildings;
¢. All of the individuals present from five or more businesses within a single building such as a strip mall; or
d. A nonresidential building occupied by individuals who are confined. are of impaired mobility. or would be diffi-
cult to evacuate because of their age or physical or mental condition or capabilities, such as a hospital, prison,
school. davcare facility, retirement facility, or assisted living facility.
July 5, 2013 Page 1725 Volume 19, Issue 27
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6. “Gas” means natural gas, flammable gas, or toxic or corrosive gas and includes LPG and LNG that js vaporized.
7

2

‘Hazardous liquid” means:

a. Petroleum

b. A petroleum product. or

c. Anhydrous ammonia.
8. “Independent laboratory” means a laboratory that is not owned or operated by an operator and that has no affiliation

with the operator through ownership, contract, or familial relationship.
5-9. “Intrastate pipeline” means all pipeline facilities; included in the definition of “pipeline system” that are used by pub~-
i i iens a provider to transport ratural gas, Ligquefied Natural-Gas{(“ENG™); LNG, ethergas or a haz-
ardous Hguids liquid within Arizonas and that are not used to transport gas, LNG, or a hazardous liquids liquid in
interstate or foreign commerce. This includes, without limitation, any equipment, facility, building, or other property
used or intended for use in transporting gas, LNG, or a hazardous hquids liguid.

10. “Liquefied natural gas” means natural gas or synthetic gas having as its major constituent methane (CH,) that has
been changed to a liguid. -

11. “LNG” means liquefied natural gas.

12. “LNG facility” means those portions of a pipeline system that are used for transporting or storing LNG or for LNG
conversion.

13. “LPG” means liquefied petroleum gas.

14. “MAOP” means maximum allowable operating pressure, the maximum_pressure at which a gas or LPG pipeline or

segment of pipeline may be operated.
6:15. “Master meter system” means physical facilities for distributing gas within a definable area where the operator pur-

chases metered gas from a publie-serviee-eerperation provider to provide gas service to two or more buildings other
than at a single family residence.

16. “Office of Pipeline Safety” means the Commission personnel assigned to perform the Commission’s day-to-day
activities under A.R.S. Title 40, Chapter 2. Article 10, who are headquartered at 2200 N. Central Ave., Suite 300,
Phoenix. AZ 85004 and whose contact information is available at http.// . .gov/Divisions/Safety.

Z:17. “Operator” means a person that owns or operates a pipeline system or master meter system.

18. “OPS” means “Office of Pipeline Safety.” as defined herein.
19. “Qutage” means an unplanned and unscheduled discontinuation of service:
a. Concurrently to 250 or more residential customer accounts or to 10 or more commercial customer accounts: or
b. To a nonresidential building occupied by individuals who are confined, are of impaired mobility, or would be
difficult to evacuate or relocate because of age or physical or mental condition or capabilities, such as a hospital,
prison, school. davcare facility, retirement facility, or assisted living facility.

8:20. “Person” means any individual, firm, joint venture, partnership, corporation, association, cooperative association,
joint stock association, trustee, receiver, assignee, or personal representative, or the state or any political subdivision
thereof of the state.

21. “PHMSA” means the U.S. Department of Transportation Pipeline and Hazardous Materials Safety Administration.

9:22. “Pipeline system” means all parts of these the physical facilities that-are-used-by of a public service eerperations
corporation or provider through which rataral gas, LPG, LNG, ethergases or a hazardous Heuids-meve liguid moves
in transportation, including; but not limited to; pipes, compressor units, metering stations, regulator stations, delivery
stations, holders, and fabricated assemblies, and other equipment, buildings, and property so used.

23. “Provider” means any intrastate gas pipeline operator, public service corporation, or municipality that provides natu-
ral gas or LPG service to a master meter customer.

24. “PSIG” means pounds per square inch gauge.

25. “Public service corporation” has the same meaning as in Article 15. § 2 of the Arizona Constitution.

P )

|

including no future editions or amendments, which is
the-Seeretary-of-State Pipeline Safety: and eept i
he-Commission-Officcof Pip Sefety1200-West-Washington; PheenbeArizona-$5007 published by and avail-
able from ASTM International, 100 Barr Harbor Drive, P.O. Box C700. West Conshohocken, PA 19428-2959.
27. “Sour gas” means natural gas that contains the corrosive sulfur-bearing compound hydrogen sulfide (H,S).
28. “Sour 0il” means crude oil containing the impurity sulfur in a concentration greater than 0.5 percent.
32-29. “State” means the state of Arizona and all lands within its boundaries.
| 13-30. “Structure” means something that whieh is built or constructed, an-edifiee-orbuilding-ef-any kind or any piece of
work artificially butlt-er composed of parts joined together in some definite manner.
+4:31. “Transport” or “transportation” of gas, LNG, or a hazardous Heuids liquid means the gathering, transmission, dis-
tribution, or storage of gas, LNG, or a hazardous Hiquids liquid by using a pipeline system within the state.

Volume 19, Issue 27 Page 1726 July 5,2013
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32. “Unknown failure” means an occurrence in which a portion of a pipeline system fails, and:
a. The cause cannot be attributed to any observable external corrosion, third-party damage, natural or other outside
force, construction or material defect, equipment malfunction, or incorrect operations; or
b. The operator and the Office of Pipeline Safety disagree as to the cause.

R14-5-202. Construction and Safety Standards M&Mwmm&m

A. Applicability: This rate Section applies to the construction, reconstruction, repair, operation, and maintenance of &l each
intrastate natural gas, other—gas; LNG, and or hazardous liquid pipeline systems; system, pursuant to as—deseribed—in
ARS. § 40-441.

B. Subject to the definitional changes in R14-5-201 and the rewvisiens modifications noted in subseetionC) this Section, the
Commission adopts, incorporates, and approves as its own 49 CFR 40;; 1915; 192, except H2Y-and-3) (N(AX?2) and (3) of
Appendlx D to Part 192;; 193;; 195, except 195.1(b)(2), and (3), and (4); and 199;revised-as-ofOetober152640 (October

1,2012), including ¢and no future editions or amendments), which are incorporated by reference; on file with and-eopies

availablefrom the Office of Pipeline Safety,-2260-N--Central-Aves-Ste-300;, Phoents-AZ-85004-and: and published by
and available from the United-States U.S. Government Printing Office, PO Bex371954;:Pittsburgh; PA35250-7954 710

North Capital Street N.W., Washington, DC 20401, and at http://www.gpo.gov/fdsys/. For purposes of 49 CFR 192,

3

‘Business District” means an area where the public congregate for economic, industrial, religious. educational, health, or
recreational purposes and two or more buildings used for these purposes are located within 100 ygrds of each other.

C. The above mentioned incorporated Parts of 49 CFR, except Parts 49 CFR 191;; 49 CFR 192.727 192.913(b)(1)(vii
192.943(a), 192.949(a). (b), and 192.951; 49 CFR 193 Subpart A; and 49 CFR 195 Sﬁbpaft Subpart s A and B, are revised
as follows:

1. Substitute “Commission” where “Administrator,” efthe-Research-and peeial ; tnistration”

and Hazardous Materials Administration.” er “Office of Plpellne Safety,” or “OPS”)—(&tpje)eaiL appears: and

2. Substitute “Office of Pipeline Safety, Arizona Corporation Commission, at its office in Phoenix, Arizona” where the
address for the “Information Resources Manager, Office of Pipeline Safety, Pipeline and Hazardous Materials Safety
Administration, U.S. Department of Transportation” appears.

D. Operators An operator of an intrastate pipeline i}t shall file with the Commission an Operation and Maintenance Plan ¢©
&M, including an emergency plan, at least 30 days prierte before placing a pipeline system into operation. Any changes
in an existing plans Operation and Maintenance Plan will shall be filed within 30 days ef after the effective date of the
change.

E. Operaters An operator of an intrastate pipeline transporting sour gas or sour oil are-subjeette shall comply with the fol-
lowing industry standards addressing facilities handling hydrogen sulfide (H,S)-Standards-adepted-are, which are incor-
porated by reference, including no future editions or amendments:

1. NACE Standard MRO+75 MR0175-99, Standard Materlals Requ1rements Sulﬁde Stress Cracklng Re51stant Metalhc
Material for Oilfield Equipment (1999 Revision), inee ; ; : B
avaitable-from on file with the Office of Pipeline Safety%%%—N—Geﬂtralﬁfe——Ste%O—Pheemhﬁ-Z—SéeM and p_b

lished by and availab le from the NACE Internat1ona1 1440 S Creek Dr., Houston, X 77084-4906— and

APIRPSS ditton); d : and-gas§

“Pipeline

ommended Practlce for Conductmg 011 and Gas Producmg and Gas Processmg Plant Operatlons Involvmg Hydrogen

Sulfide (2nd Edition 1995), available-frem on file with the Office of Pipeline Safety and published by and available
from the American Petroleum Institute, 1200 L Street, N.W., Washington, DC 2665-4076 20005-4070 and at Feeh-
street; http://www.techstreet.com/.

F. Operators An operator of an intrastate pipeline transporting LNG, hazardous liquid, natural-gas or ether gas will shall not
construct any part of a hazardous liquid, LNG, natural-gas or ether gas pipeline system under a building. Fer-building
encroachments If a building encroaches over a pipeline system, the operator may require the property owner to remove the
building from over the pipeline or to reimburse the operator the cost associated with relocating the pipeline system. The
operator shall determine, within 90 days after discovering the encroachment. whether the encroachment can be resolved
within 180 days. If the operator determines that the encroachment cannot be resolved within 180 days, the operator shall.

within 90 days of discovery, submit to the Office of Plpelme Safety a wrltten plan to resolve the encroachment w1th1n

perlod longer than 180 dgy i all-be d-w O-day Fery 3 : 3

of P1pe11ne Safety may then extend the 180 day requlrement in order to allow the fatepayef prop_em owner and the-opera-
tor to implement the written plan to resolve the encroachment. If the operator does not submit a written plan, and the

encroachment is not resolved within 180 days of discovery. the operator shall discontinue service to the pipeline system.
This modifies 49 CFR 192.361 and 195.210,

G. Operaters An operator of an intrastate distribution pipeline transporting natural gas er-ether-gas-will shall not construct
any part of a pipeline system eleser less than 8 inches te away from any other underground structure. If the 8-inch clear-

July 5, 2013 Page 1727 Volume 19, Issue 27

DECISION NO. 74143



http://www.techstreet.com

DOCKET NO. RG-00000A-13-0049

Arizona Administrative Register / Secretary of State
Notices of Proposed Rulemaking

ance cannot be maintained from-otherunderground-struetures, a sleeve, casing, or shielding shall be used. This modifies
49 CFR 192.361.

H. Operators An operator of an intrastate pipeline transporting ratural gas er-other—gas that have has regulators, meters, or
regulation meter sets that have been out of service for 36 months will shall ebanden-theselines disconnect the pipeline
from all sources and supplies of gas or hazardous hqulds= purge the gas or hazardous llgurds from the pipeline being dis-
connected, and cap all ends—Fhe S-to-Beeomp sha ¢ within six months
beyond after the 36 months eu-t—semee—status have passed This modlﬁes 49 CFR 192.727.

I. Operators An operator of an intrastate pipeline shall not install or operate a gas regulator that might release gas in-its-oper-
ationeloser-than within 3 feet te of a source of ignition, an opening into a building, an air intake into a building, or te any
electrical source that is not intrinsically safe. The 3 foot clearance from a source of ignition wiH shall be measured from
the vent or source of release (discharge port), not from the physical location of the meter set assembly. This subsection
shell-net-be-effeetive-withrespeet does not apply to building permits which-are issued and subdivisions whieh-are platted
prier-te before October 1, 2000. Fer If an encroachment within jnto the required 3 foot clearance is caused by an action of
the property owner, an occupant, or a serviee provider; after the effective date of this rule, the operator may require the
property owner to resolve the encroachment or to reimburse the operator the cost associated with relocating the pipeline
system. The operator shall determine, within 90 days after discovering the encroachment, whether the encroachment can
be resolved within 180 days. If the operator determines that the encroachment cannot be resolved within 180 days. the
operator shall, within 90 days of discovery, submit to the Office of Plpelme Safety a written plan to resolve the encroach-
ment within a period longer than 180 days. ; aH-be d-within180-days-of-diseovery-orthe-ope

eﬂefeaehmeﬂt— The Ofﬁce of Plpehne Safety may then extend the 180- day requ1rement in order to allow the fatepayef
property owner and the operator to implement the written plan to resolve the encroachment. If the operator does not sub-

mit a written plan, and the encroachment is not resolved within 180 days of discovery, the operator shall discontinue ser-
vice to the affected pipeline system. This modifies 49 CFR 192.357 and 192.361.

J. Operators An operator of an intrastate pipeline transporting LNG, natural gas, ether-gases or a hazardous liquid wil-uti-
Hize shall use a cathodic protection system designed to protect the metallic pipeline in its entirety, in accordance with 49
CFR 192, Subpart I, October 1, 2010 (and no future amendments), incorporated by reference, and copies available from

the Office of Pipeline Safety; 2260 N—Central-Ave;—Ste—300;Phoenix-AZ85004; and the United States Government
Printing Office, P.O. Box 371954, Pittsburgh, PA 15250-7954, except 1H23-ard-33 (I} A)(2) and (3) of Appendix D to Part

192 shall not be utlllzed h1s modrﬁes 49 CFR 192. 4631al= 193 2629= and 195.571.

L—& Gpefaters An operato of an 1ntrastate plpehne transportmg hazardous llqurd—natufal-g&s or ether gas wil shall not install
Aerylonitrite-Butadiene-Styrene Acrylonitrile-Butadiene-Styrene (ABS) or aluminum pipe in their a pipeline systems
system. This modifies 49 CFR 192.53 and 192.59.

ML, Operators An operator of an intrastate pipeline transporting hazardous liquid;—natural-gas or ether gas wiH shall not
install plastic pipe aboveground unless the plastic pipeline is protected by a metal casing, or equivalent, and the installa-
tion is approved by the Office of Pipeline Safety. Femporary An operator may use a temporary aboveground plastic pipe-
line bypasses-are-permitted bypass for up to 60 days, provided that the plastic pipeline is protected and is under the direct
supervision of the operator at all times. This modifies 49 CFR 192.321 and 195.254,

MM, Operaters An operator of an intrastate pipeline transporting hazardous liquid;-natural-gas or ether gas that eenstrast con-
structs a pipeline system or any portion thereof using plastic pipe; w4l shall install, at a minimum, a 14-gauge coated or
corrosion resistant, electrically conductive wire as a means of locating the pipe while it is underground. Tracer wire shall
not be wrapped around the plastic pipe;. traeer Tracer wire may be taped, or attached in—seme—manner to the pipe in
another manner, provided that the adhesive or the attachment is not detrimental to the integrity of the pipe wall. This mod-
ifies 49 CFR 192.321 and 195.246.

O:N, Operators An operator of an intrastate pipeline transporting natural-gas;-ether gas or hazardous liquid; that eenstraet con-
structs an underground pipeline system using plastic pipeswiH shall bury the installed pipe with a-minimum-of at least 6
inches of sandy type soil, free of any rock or debris, surrounding the pipe for bedding and shading,
debris; unless the pipe is otherwise protected and as approved by the Office of Pipeline Safety Steel pipe shall be installed
with at least 6 inches of sandy type 3011= free of any debrls or materlals 1n1ur10us to the pipe coating, surroundmg the pipe
for bedding and shading, free-of-any-debris-or-materials—injurious-to—the-pipe-eeating; unless the pipe is otherwise pro-

tected and as approved by the Office of Plpelme Safety. This modlﬁes 49 CFR 192.321, 192.361 and 195.246.

PO, Operators An operator of an intrastate pipeline transporting natural-gas-or-other gas that eenstreet constructs an under-
ground pipeline system using plastic pipe wilt shall install the pipe with sufficient slack to allow for thermal expansion
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and contraction. In addition, all plastic pipe and fittings for use in an area with service temperatures above 100° F shall be
tested and marked CD, CE, CF, or CG as requlred by ASTM D2513 (3995¢Editionandno-futdare-editionsy (1995), mclud-

ing no future editions or amendments, which is incorporated by reference, on file with the Office of Pipeline Safety. an
published by and eepies available from ASTM International, 100 Barr Harbor Dr., P.O. Box C700, W. Conshohocken, PA

19428-2959for-areas-where-the-service-temperatare-is-abeve100°F and through http://www.astm.org. This modifies 49
CFR 192.63.

Q:P. Operators An operator of an intrastate pipeline system transporting hazardous liquid;-natural-gas or ether-gases gas shall
qualify welding procedures and shall perform ensure that welding of steel pipelines is performed in accordance with API
Standard 1104-,_as mcorporated by reference in 49 CFR 192.7, by welders guahﬁed pursuant to API Standard 1104,

except that Each-welde st-be-qualified-in-neccordanec-with= d he-qualification-o
welders qualified as delmeated in 49 CFR 192 &ppend—r—x App_endl C may be used for low stress level pipe. ! his modlﬁe
49 CFR 192.225.192.227, 195214, and 195.222.

R-Q. Operators An operator of an intrastate pipeline transporting natural gas er-ethergas pipeline-system shall survey and
grade all detected leakage byhﬂie—feﬂewmg—guid& accordmg to the standards nrov1ded below whrch modlfv 49 CFR

1. In the case of all gas except LPG, leakage surveys and grading shall be performed pursuant to the standards set by

ASME Guide for Gas Transmission and Distribution Pipeline System. Guide Material. Appendix G-11-1983, includ-
ing no future editions or amendments, which is incorporated by reference; on file with the Office of Pipeline Safety:
published by and available from ASME, Three Park Avenue, New York. NY 10016-5990; and modified by omitting
4.4(c) and by replacing “should” with “shall” each time it appears.

2. Inthe case of LPG, leakage surveys and grading shall be performed pursuant to the standards set by ASME Guide for
Gas Transmission and Distribution Pipeline System. Guide Material, Appendix G-11A-1983, including no future edi-
tions or amendments, which is incorporated by reference; on file with the Office of Pipeline Safety: published by and
available from ASME. Three Park Avenue, New York, NY 10016-5990; and modified by replacing “should” with
“shall” each time it appears.

3. Leakage survey records shall identify in some manner each pipeline surveyed and shall be maintained to demonstrate
that each regu1red leakage survey has been cgnducted Thls modlﬁes 49 CFR 192 706 and 192.723.

PP FHY
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R. An operator of an intrastate transmission pipeline transporting gas shall conduct a leakage survey at least twice each cal-
endar vear, at an interval not exceeding 7 1/2 months, independent of class location, and shall repair each underground
leak clagsified as grade two or three either upon discovery or within one vear after discovery. This modifies 49 CFR
192.706 and 192.711.

S. An operator of an intrastate transmission pipeline transporting gas and operating at or above 20 percent of Specified Min-
imum Yield Strength shall ensure that nondestructive testing is completed for each weld performed on newly installed,
replaced. or repaired pipeline or an appurtenance. This modifies 49 CFR 192.241.

T. Inthe event of an unknown failure of a gas. LNG. or hazardous liquid pipeline. resulting in the operator’s being required
to provide a telephonic or written report under R14-5-203(B) or (C) and in the operator’s removing a portion of the failed
pipeline, the following shall occur:

The operator shall retain the portion of failed pipeline that was removed:

The operator shall telephonically notify the Office of Pipeline Safety of the removal within two hours after the

removal is completed, providing the following information:

Identity of the failed pipeline,

Description and location of the failure,

Date and time of the removal

Length or guantity of the removed portion,

Storage location of the removed portion, and

Any additional information about the failure or the removal of the portion of the failed pipeline that is requested

by the Office of Pipeline Safety:

Within 48 hours after receiving telephonic notification pursuant to subsection (T)(2), the Office of Pipeline Safety

shall;

Determine, based on the information provided by the operator and the availability, adequacy, and reliability of
any pipeline testing laboratory operated by the operator, whether it is necessarv to have the removed portion of
pipeline tested at an independent laboratory; and

Telephonically notify the operator either;

i, That the operator must have the removed portion of pipeline tested. in accordance with Office of Pipeline
Safety directions, by an independent laboratory selected by the Office of Pipeline Safety as provided in sub-
section (T)(5). to determine the cause or causes of the failure; or
ii. That the operator is not required to have the removed portion of pipeline tested by an independent laboratory

and instead must conduct testing in its own pipeline testing laboratory. after which the operator may discard
the removed portion of pipeline;

After providing telephonic notice as provided in subsection (T)(3)(b). the Office of Pipeline Safety shall confirm its

notification in writing:

If the Office of Pipeline Safety directs testing by an independent laboratory:

a. The Office of Pipeline Safety shall:

i Determine, as provided in subsection (T)(6), the independent laboratory that will do the testing and the
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period of time within which the testing is to be completed:
ii. Determine,. based on the available information concerning the failure. the number and types of tests to be
performed on the removed pipeline: and
iii. Notify the operator of its determinations; and
he operator shall:
Contact the selected independent laboratory to arrange the scheduling of the required tests;
Notify the Office of Pipeline Safety, at least 20 days before the date of the tests, of the date and time sched-
uled for the laboratory tests: .
At the request of the Office of Pipeline Safety, ensure that a representative of the Office of Pipeline Safety is
permitted to observe any or all of the tests;
iv. Ensure that the original test results are provided to the Office of Pipeline Safety by the independent labora-
tory within 30 days after the tests are completed; and
v. Pay for the independent laboratory testing; and
6. In determining an independent laboratory to perform testing required under subsection (T). the Office of Pipeline
Safety shall:
Submit to at least three different independent laboratories written requests for bids to conduct the testing;
Consider each responding independent laboratory’s gualifications to perform the testing, as demonstrated by:
i.  Past experience in performing the required test or tests according to ASTM International standards; and
il. Any recognition that a laboratory may have received from a national or international laboratory accredita-
tion body. such as through a certification or accreditation process:
Wait to select an independent laboratory until one of the following occurs:
i.  The Office of Pipeline Safety has received written bids from at least three different independent laboratories,

or

ii. Thirty days have passed since the date of the request for bids; and

d. Select the independent laboratory that offers the optimum balance between cost and demonstrated ability to per-
form the required test or tests. This modifies 49 CFR 192.617. 193.2515. and 195.402.
U, AH An op_erator shall ensure that all repair work performed on an existing intrastate pipeline transporting LNG, hazard-
ous Hewids liquid, ﬂ-at-ufa-l—gas or ether gas willeomply complies with the-previsiens-of this Article.
+:Y. The Commission may waive compliance with any of the aferementioned-parts requirements of this Section upon a find-
ing that such a waiver is in the interest of public and pipeline safety.
VW, To ensure compliance with the provisions of this rule Article, the Commission or an authorized representative thereof

=

=
|_:: =~

—
b +
=
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may enter the premises of an operator of an intrastate pipeline to inspect and investigate the property, books, papers, elec-
tronic files, business methods, and affairs that pertain to the pipeline system operation.

R14-5-203.  Pipeline Incident Reports and Investigations
A. Applicability. This rale Section applies to all intrastate pipeline systems.
B. Required incident reports by telephone:
1. Operators An operator of an intrastate pipeline transporting LNG;rataral-gas or ether gas will shall immediately
notify by telephone the Office of Pipeline Safety, at (602) 262-5601 during normal working hours or at (602) 252-
4449 at all other times, tmmediately upon diseevery-of discovering the occurrence of any of the following:
a. TFherelease Release of natural-gas;—other gas or Hquefied-natural-gas{LNG) from a pipeline or LNG facility,

when any of the followmg results:
i.  Death or personal injury requiring hospitalizations;

ii. A&—e*p}es*eﬂ—ef—ﬁfe-net—ﬁﬁermefm%bset—by—the—eper&teﬁ Injury to any individual resulting in loss of con-
scmusness

iii.

mageineluding-the-valy - An explosion or fire not
ntentlonally set by the operator,
iv. Property damage estimated in excess of $5.000, including the value of the gas lost; or
v. Unintentional release of gas from a transmission pipeline;

b. Emergency transmission pipeline shutdowns;

c. News media inquiry:;

d. Overpressure of a pipeline system where a pipeline operating at less than 12 PSIG exceeds MAOP by 50%,
where a pipeline operating between 12 PSIG and 60 PSIG exceeds MAOP by 6 PSIG, or where a pipeline oper-
ating over 60 PSIG exceeds MAOP plus 10%-;

e. Permanent or temporary discontinuance of gas service to a master meter system or when assisting with the isola-
tion of any portion of a gas master meter system due to & failure of a leak test;

f. Emergency shutdown of & any LNG preeess-orsterage facilitys;
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An evacuation; or
An outage.

2. Operators An operator of an intrastate pipeline transporting hazardous liquid w# shall immediately notify by tele-
phone the Office of Pipeline Safety. at (602) 262-5601 during normal working hours or at (602) 252-4449 at all other

times, imnrediately upon diseevery-of discovering a failure in a pipeline system resulting in the occurrence of any of
the following:

a.

°

g.

Death-or-personal-injury requiring-hospitalization- Injury to an individual that results in one or more of the fol-
lowing:

i.  Death or personal injury requiring medical treatment,

ii. Loss of consciousness, or

iii. Inability of the individual to leave the scene of the incident unassisted;

An explosion or fire not intentionally set by the operators;

Property damage estimated in excess of $5,000=;

Pollution of any land; or stream, river, lake, reservoir, or other body of water that violates applicable environ-
mental quality; or water quality standards, causes a discoloration of the water surface ef-the-water or adjoining
shoreline, or deposits sludge or emulsion beneath the water surface efthe-water or upon the adjoining sherelines:
shoreling;

News media inquirys;

Release of 5 gallons (19 liters) or more of hazardous liquid or carbon dioxide, except that no report is required

- for a release of less than 5 barrels (0.8 cubic meters) resulting from a pipeline maintenance activity if the release

is:
i.  Not otherwise reportable under this Section;

ii. Not one described in 49 CFR 195.52(a)(4) (26+0-revisionand-ne-future-revisions), as incorporated by refer-
ence m R14-5-202 and eopies available from the Office of Pipeline Safety;2200-N-—Central-AveSte—300;

E

iii. Conﬁned to eempaﬁy the operator’s property or the pipeline right-of-way; and

iv. Cleaned up promptly=; or

Any release of hazardous liquid or carbon dioxide; that was significant in the judgment of the operator even
though it did not meet any of the criteria efthissubseetion in subsections (B)(2)(a) through (f).

3. TFelephone A telephonic incident reperts-will report shall include the following information:

RO RN

Name of the pipeline system operator,

Name of the reporting party,

Job title of the reporting party,

The-reporting-party-s-telephone Telephone number of the reporting party,
Location of the incident,

Time of the incident, and

Fatalities Description of any fatalities and injuries;#f-asny.

C. Req-uﬁe Required written incident repest reports:
1. Operaters An operator of an intrastate pipeline transporting natural-gas; LNG or ether-gases-will gas shall file a writ-
ten incident report when an incident eeetrs involving a astural-gas-or-othergas pipeline thatresults occurs resulting
in any of the following:

a.

An-explosienor-firenetintentionallyset-by-the-operator: Release of gas or LNG from a pipeline or LNG facility,
when any of the following results:

i.  Death or personal injury requiring hospitalization;

ii, Loss of consciousness;

iii. An explosion or fire not intentionally set by the operator:;

iv. Property damage estimated in excess of $25.000. including the value of all released gas: or

V.

. Unintentional release of gas from a transmission pipeline;

An incident involving an evacuation, outage= or property damage and resulting in expenses including the value of
ny released gas and of restorlng service or evacuation estlmated in excess of $25.000;

dc. Emergency transmlssmn p1pe11ne shutdown:;

ed. Overpressure of a pipeline system where a pipeline operating at less than 12 PSIG exceeds MAOP by 50%,

where a pipeline operating between 12 PSIG and 60 PSIG exceeds MAOP by 6 PSIG, or where a pipeline oper-
ating over 60 PSIG exceeds MAOP plus 10%-;_or
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f£e. Emergency shutdown of & any LNG preeess-or-storage facility.

Written A written incident repetts report concerning a ratural-gas-er-other gas pipeline systems system wil shall be in
completed using the following ferm, as applicable, which are incorporated by reference; on file with the Office of
Pipeline Safety: and published by and available from PHMSA at East Building, Second Floor, 1200 New Jersey Ave..
S.E., Washmgton= DC 20590= and at hﬁp_ //www phmsa dot gov/plpe]me/hbrary/form

Pheenbe—A—Z—SéO(—)* orm PHMSA F 7100.1: Incident Report — Gas Distribution System (June 2011). ingluding
no future editions or amendments,

b.
Ave——Ste—?r(-)(-)—Pheemhk-Z—SéGM— Form PHMSA F 7100,2 Inmdent Report Natural and Other Gas Transmls-
1on and thherlng Plpelme Systems (December 2012)= 1nc1ud1ng no future ed1t10ns or amendments, or

Form PHMSA F 7100 3: Inc1dent Report ngueﬁed Natura
Gas (LNG) Facilities (June 2011). including no future editions or amendments.

Operators An operator of an intrastate pipeline transporting hazardous liquid will-malee shall file a written incident
report er completed using Form PHMSA F 7000-1;-Gannary—20+0-Revision-and-ne—future—revisions);: Accident
Report — Hazardous Liguid Pipeline Systems (December 2012), including no future editions or amendments, which is
incorporated by reference, and-eepies-available-frem on file with the Office of Pipeline Safety, 2200-N—Central-Aves;
Ste—300,Pheenig-AZ$5604, and published by and available from PHMSA as set forth in subsection (C)(2), when
thereis-areleasc-ofhazardoustiquid-whichresults resulting in-any-ofthefolowing: any time the operator would have
been required to make a notlficatron as required under R14-5-203(B)(2).

e: News-mediainquiry

Written A written incident repests-as report required i by this Section will shall be filed with the Office of Pipeline
Safety; within the time specified below:

a. Natural For gas; an LNG, or ether gas - incident, within 20 days after detections; and

b. HazardeustHeuids— For a hazardous liguid incident, within 15 days after detection.
Fhe-Operators An operato r shall alse e1ther ﬁle a copy of a-l-l ach DOT requlred written incident reperts report elec-

tronically with the ; ation PHMSA at http#opsweb-phmsa-dot.gev/
https:/portal.phmsa. dot gov/plpelm or submlt a wrltten request for an alternative reporting method to the Informa-
tion Resource Manager, Office of Pipeline Safety, Pipeline and Hazardous Materials Safety Administration, PHP-20,
1200 New Jersey Avenue, S.E., Washington, DC 20590-, under 49 CFR 195.58, as incorporated by reference in R14-
5-202.

Operators-of-a-natural-gas-er-other After an incident involving shutdown or partial shutdown of a master meter sys-
tem. an operator of a gas pipeline system il shall request and obtain a clearance from the Office of Pipeline Safety

prier-te before turning on or reinstating service to a master meter eperator system or portion of the master meter sys-

tem that was shut down
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R14-5-204,  Annual Reports
A. AlHntrastate-pipeline-operators-will An operator of an intrastate pipeline shall file with the Office of Pipeline Safety, not
later than March 135, for the preceding calendar year, the-feHowing-apprepriate-repert{s) an annual report completed using
one of the following, as applicable, which are incorporated by reference; on file with the Qffice of Pipeline Safety: and
published by and available from PHMSA as provided in R14-5-203(C)(2):
1. Form PHMSA F 7000-1.1; Annual Report for Calendar Year 20 _ Hazardous quuld Plpehne System (June 2011
Edition-and-no-future-editions) —*“Ann eport-forealendaryear20— hazardoustiquid-orcarbon-dioxid

aid-Tng atiomc Lot oo ating
aia H H v O =

ﬂ&aﬁeﬁ—at—h&p#epsweb—phmsa-det—ge%’—, lgcludmg no future edltlons or amendments, whlch shall be completed in
accordance with the PHMSA instructions for the form;
2. PHMSA-FH004-+ Form PHMSA F 7100.1-1: é}aﬂuafy—Q-O-l-I—Edmeﬂ—and—ne—future—ed-mens)——ﬁAnnual Report for

3.
Annua] Report for Calendar Year 20 Natural and Other Gas Transmrss1on and Gatherlng Pipeline System
(December 2012). including no future _editions or amendments. which shall be completed in accordance with the
PHMSA 1nstruct10ns for the form or

4, G v 0

endar Year 20 _ ggeﬁed Natural Gas QLNG) Fa0111t1es 1June 2011), including no future edmons or amendments,

| which shall be complgted in accordance with the PHMSA instructions for the form.
B. Fhe An operator will-alse—file of an intrastate pipeline shall subm1 t a copy of a-l-} each requlred annual fepefts epo by

March 15, for the previous calendar year, to the d
httpHopsweb-phmsa-detgevs PHMSA at https: //portal phmsa dot gov/plpelme

R14-3-205, Commission Investigations

A. The Office of Pipeline Safety shall investigate the cause of each reportable incident. accident, or event resulting in a death
or an injury requiring hospitalization.

B. While investigating an incident, accident, or event. the Commission, or an authorized agent of the Commission may:

Inspect all plant and facilities of a pipeline system and all other property of a pipeline system operator;

Inspect the books, papers, business methods. and affairs of a pipeline system operator;

Make inquiries regarding and interview persons having knowledge of facts surrounding an incident or accident;

Attend. as an observer, all hearings and formal investigations concerning a pipeline system operator;

Schedule and conduct a public hearing into the incident or accident; and

Issue subpoenas to compel the production of records and the taking of testimony.

S e
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R14-5-206. Emplovee Drug and Alcohol Testing Reguirements

An operator of an intrastate pipeline facility transporting gas or a hazardous liquid or of an intrastate LNG facility shall ensure
that drug and alcohol testing of its workers is performed in compliance with 49 CFR 199, as incorporated by reference in R14-
5-202.

R14-5-205:-R14-5-207, Master Meter System Operators
A. Applicabilitys: This rite Section applies to the construction, reconstruction, repalr emergency procedures operatlon and

marntenance of all master meter systems asa-eondition-of reeeiving serviee

An operator of a master meter system shall comply with thls Sectlon as a condltlon of receiving service from a provider.
Noncompliance with this Section by an operator of a master meters system constitutes grounds for termination of service
by the provider when informed in writing by the Office of Pipeline Safety. In case of an emergency. the Office of Pipeline

Safety may give the provider oral instructions to terminate service. with written confirmation to be furnished within 24
hours.

@

Each operator of a master meter system shall comply Wlth all appllcable regulrements of 49 CFR 192= as 1nc0rporated by
reference in R14 5 202

SP‘ e

An operator of a master meter system shall
1. Establish an Operation and Maintenance Plan. including an emergency plan: and
2. At all tlmes, maintain a copy of the Operation and Malntenance Plan at the master meter system locatlon

p

P

(5

An operator of a master meter system shall:

1. Ensure that no part of a gas pipeline system is constructed under a building and that no building is placed over any
portion of a gas pipeline system; and

2. Upon discovering that a building is located over a portion of a gas pipeline system, complete one of the following
within 180 days:
a. Remove the building from over the pipeline,
b. Relocate the pipeline. or
c. Discontinue service to the portion of the pipeline system located under the building.

F. Gperatefs An operator of a master meter system sl shall not install Acrylonitrile-Butadiene-Styrene (ABS) or aluminum

plpe in thefr—sfﬂfems the master metgr system

e he-pipe-provided-that the-ad v atts S-A he-integ .Anoperato
of a master meter system that constructs a pipeline or any portion thereof usmg plastic pipe shgll 1nstall= at a minimum, a
14-gauge coated or corrosion resistant, electrically conductive wire as a means of locating the pipe while it is under-
ground. Tracer wire shall not be wrapped around the plastic pipe. Tracer wire may be taped or attached to the pipe in
another manner, provided that the adhesive or attachment is not detrimental to the integrity of the pipe wall.
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EH. Operators An operator of a master meter system that eenstraet constructs an underground pipeline using plastic pipe;wilt
shall bury the installed pipe with e-minimum-of at least 6 inches of sandy type soil, free of any rock or debris, surrounding
the pipe for bedding and shading, free-of anyreek-or-debris; unless the pipe is otherwise protected and as approved by the
Office of Pipelme Safety Steel pipe shall be installed with at least 6 inches of sandy type soil. free of any debris or mate-

rials injurious to the pipe coatlng= surrounding the pipe for bedding and shading, free-of-any-debris-er-materialsinjurious
to-the-pipe-cosating; unless the pipe is otherwise protected end as approved by the Office of Pipeline Safety

&1, Operators An operator of a master meter system that eenstruet constructs an underground pipeline using plastic pipe wilt

shall install the pipe with sufficient slack to allow for thermal expansion and contraction. In addition, all plastic pipe and

fittings for use in an area with service temperatures above 100° F shall be marked CD, CE, CF, or CG as requlred by

ASTM D2513 61—99§e—Ed-rt-ren—aﬂd—ne—futufe—eé&rens) 1 1995), 1ncorporated by reference in R14 5- 202— and eeptes avall-

able from the Ofﬁce of Pipehne Safe B0 Ave A

. 9

-1-9(-)°—F
=l Qpefa-ters An operator of a master meter gas system shall qualify welding procedures and shall perform ensure that weld-

ing of steel pipelines is performed in accordance with API Standard 1104, as incorporated by reference in 49 CFR 192.7

and R14-5-202, by welders gualified pursuant to API Standard 1104. Each-welder-must-be-qualified-in-accordanee-with

APFStandard 104, 49-CFR-192,192-F

£=K. An operator of a master meter system shall ensure that AH all repair work performed on an existing master meter systems
will-comply-with-the-previsions-of system complies with this Article.
L. An operator of a master meter system shall:

1. Ensure that each underground steel pipeline is protected against external corrosion with an external protective coating
meeting the requirements of 49 CFR 192.461;

2. When installing a new underground steel pipeline system. before placing the new pipeline system into service, pro-
vide a cathodic protection system designed to protect the new pipeline system in its entirety:

3. When repairing, partially replacing, or relocating an existing underground steel pipeline system, within 45 days after
completing the repair, replacement, or relocation, provide a cathodic protection system designed to protect the pipe-
line system; and

4. Ensure that each cathodic protection system has a voltage of at least negative 0.85 volts direct current (-0.85Vdc) as
measured using a saturated copper-copper sulfate half cell.

M. Operators An operator of a master meter system will-net-construet-any-part-of-a-natural shall ensure that no portion of an
undergroun gas eret-heiegas system 1s installed eieser less than 8 mches toa way from any other underground structure.

any pipeline, an operator of a master meter system shall file wrth the Office of Pipeline Safety a Notice of Construction
that includes at least the following information:

1. The-dates-ofeconstruetion The dates projected for commencing and completing construction,

2. The size and type of pipe to be used,

3. The location of construction, and

4. The Max—mum%l-}ewab}e—eper&ﬁﬁg—ﬁeswfe-(MAOP) for the new plpehn

Q. An operator of a master meter system shall:
1. Perform leakage surveys at intervals not exceeding 15 months, but at least once each calendar year, using leak detec-
tion procedures approved by the Office of Pipeline Safety;
2. Exgept for LPG, perform each leakage survey in accordance with ASME Guide for Gas Transmission and Distrlbu-
1 di 83, other th . d by refe

[

For LPG, perform each leakage survey in accordance with ASME Guide for Gas Transmission and Distribution Pipe-

line System, Guide Material. Appendix G-11A-1983, as incorporated by reference in R14-5-202(Q); and

Repair each grade 1 leak immediately upon discovery, each grade 2 leak within 30 days of discovery, and each grade
3 leak within one year of discovery.

[
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i1 A —aavys o Re-aate-o RCTCaGHEeSs O S asPassed:
P. In the event of an unknown failure of a gas pipeline resulting in a master meter operator’s being required to provide a
report under subsection (Q) and in the operator’s removing a portion of the failed pipeline, the following shall occur:
1. The operator shall retain the portion of failed pipeline that was removed:
2. The operator shall telephonically notify the Office of Pipeline Safety of the removal within two hours after the
removal is completed, providing the following information:
a. Identity of the failed pipeline,
b. Description and location of the failure,
¢. Date and time of the removal
d. Length or quantity of the removed portion,
e. Storage location of the removed portion, and
f.  Any additional information about the failure or the removal of the portion of the failed pipeline that is requested
by the Office of Pipeline Safety:
3. Within 48 hours after receiving telephonic notification pursuant to subsection (Q)(2). the Office of Pipeline Safety
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shall:
a. Determine. based on the information provided by the operator and the availability, adequacy, and reliability of

any pipeline testing laboratory operated by the operator, whether it is necessary to have the removed portion of
pipeline tested at an independent laboratory: and
b. Telephonically notify the operator either:

i.  That the operator must have the removed portion of pipeline tested, in accordance with Office of Pipeline
Safety directions, by an independent laboratory selected by the Office of Pipeline Safety as provided in sub-
section (P)(6), to determine the cause or causes of the failure; or

ii, That the operator is not required to have the removed portion of pipeline tested by an independent laboratory
and instead must conduct testing in its own pipeline testing laboratory. after which the operator may discard
the removed portion of pipeline;

4. After providing telephonic notice as provided in subsection (PY3)(b). the Office of Pipeline Safety shall confirm its
5. If the Office of Pipeline Safety directs testing by an independent laboratory:
a. The Office of Pipeline Safety shall:
i. Determine, as provided in subsection (P)(6), the independent laboratory that will do the testing and the
period of time within which the testing is to be completed;
ii. Determine, based on the available information concerning the failure, the number and types of tests to be
performed on the removed pipeline; and :
iii. Notify the operator of its determinations;
b. The operator shall:

Contact the selected independent laboratory to arrange the scheduling of the required tests:
Notify the Office of Pipeline Safety, at least 20 days before the date of the tests, of the date and time sched-
uled for the laboratory tests;

At the request of the Office of Pipeline Safety, ensure that a representative of the Office of Pipeline Safety is

permitted to observe any or all of the tests;

Ensure that the original test results are provided to the Office of Pipeline Safety by the independent labora-

tory within 30 days after the tests are completed; and

v. Pay for the independent laboratory testing; and

6. In determining an independent laboratory to perform testing reqguired under subsection (P), the Office of Pipeline
Safety shall:

Submit to at least three different independent laboratories written requests for bids to conduct the testing;

Consider each responding laboratory’s qualifications to perform the testing, as demonstrated by:

i.  Past experience in performing the required test or tests according to ASTM International standards; and

ii. Any recognition that a laboratory may have received from a national or international laboratory accredita-
tion body, such as through a certification or accreditation process;

Wait to select an independent laboratory until:

i.  The Office of Pipeline Safety has received written bids from at least three different independent laboratories;
or

ii. Thirty days have passed since the date of the request for bids, whichever comes sooner; and

Select the independent laboratory that offers the optimum balance between cost and demonstrated ability to per-

form the regulred te§t or tests.

’:: =

=
=
—

R

=

[

e

Q. An operator of a master meter system shall
1. Telephonically notify the Office of Pipeline Safety, at (602) 262-5601 during normal working hours or at (602) 252-
4449 at all other times. at the earliest practicable moment following discovery of any of the following:
a. An event involving a release of gas from a pipeline, along with any of the following:
A death or personal injury regumng hospitalization:
Injury to any individual resulting in the individual’s loss of consciousness:
Estimated pro damage, including the value of all released gas, in excess of $5,000;
Unintentional estimated gas loss of 3 million cubic feet or more;
An explosion or fire not intentionally set by the operator;
A news media inquiry;
. An evacuation; or
viii. An outage;
b. An event involving overpressure of a pipeline system where a pipeline operating at less than 12 PSIG exceeds
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MAQP by 50%, where a pipeline operating between 12 PSIG and 60 PSIG exceeds MAOP by 6 PSIG, or where
a pipeline operating over 60 PSIG exceeds MAOP plus 10%;

An event involving permanent or temporary discontinuance of service to a master meter system or any portion of
a master meter system due to a failure of a leak test; or

An event that is significant, in the judgment of the operator. even though it does not meet any of the criteria listed
in subsections (Q)(1)(a) through (c);

Include the following information in a telephonic report under subsection (Q)(1):

The names of the operator and the person making the report;

The job title of the person making the report;

The telephone numbers of the operator and the person making the report;

A description of the type and location of the event;

The time of the event;

The number of fatalities and personal injuries, if any; and

All other significant facts that are known by the operator and are relevant to the cause of the event or the extent
of the damages:; and

3. Not later than April 15 of each year, submit to the Office of Pipeline Safety an annual report for the prior calendar

year, completed on Commission Form MM-04: “Annual Report for Calendar Year 20 . Small Operators of Gas

Distribution System,” which is included herein as Exhibit A.

R. The Commission may waive compliance with any of the aferementioned-parts requirements of this Section upon a finding
that such a waiver is in the interest of public and pipeline safety.

S.  To ensure compliance with all applicable provisions of this rafe Article, the Commission or an authorized representative
thereof, may enter the premises of an operator of a master meter system to inspect and investigate the property, books,
papers, electronic files. business methods, and affairs that pertain to the operation of the master meter system.

O 6 86 arty v d ap Sivivaay, y—ati v W PP
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See top of next page for Exhibit A
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EXHIBIT A
ARIZONA CORPORATION COMMISSION PIPELINE SAFETY
TO BE FILED NO SOONER THAN JANUARY 1, 2013 AND NO LATER THAN APRIL 15, 2013
ANNUAL REPORT FOR CALENDAR YEAR
SMALL OPERATORS OF GAS DISTRIBUTION SYSTEM
FACILITY INFORMATION OPERATOR/OWNER
NAME OF FACILITY NAME
ADDRESS OF FACILITY ADDRESS
CITY COUNTY CITY
STATE ZIP CODE STATE ZIP-CODE
FACILITY E-MAIL ADDRESS OPERATOR E-MAIL ADDRESS
AREA CODE TELEPHONE AREA CODE TELEPHONE
FACILITY TYPE: MHP APT/CONDO SCHOOL BUSINESS # OF BLDG

FOR UNDERGROUND STEEL SYSTEMS

SYSTEM INFORMATION FEET OF DATE OF LAST C/P CHECK IN 2012
PIPE
/ /
(If-ne tests were conducted in 2012, please write “None Conducted™)
UNDERGROUND STEEL PIPE
ABOVEGROUND STEEL PIPE DATE OF LEAK SURVEY CONDUCTED
IN2012
UNDERGROUND PE PLASTIC PIPE / /
(If o tests were conducted in 2012, please write “None Conducted”)

TOTAL LEAKS IN SYSTEM

UNDERGROUND PVC PLASTIC PIPE DURING LAST CAL. YEAR
| CAUSE:

CORROSION
TOTAL FEET OF PIPE IN SYSTEM THIRD PARTY DAMAGE

CONSTRUCTION DEFECT
NOTE: (ifyou have any comments or concerns, please note in thisbox) | MATERIAL DEFECT

OTHER

NUMBER OF KNOWN LEAKS

AT END OF YEAR

PREPARED BY (TYPE OR PRINT) AREA CODE TELEPHONE
NAME AND TITLE PERSON SIGNING AUTHORIZED SIGNATURE

MAIL TO: 2200 N. Central Ave., Suite #300, Phoenix, Arizona 85004

FAX TO: (602) 262-5620 — OR EMAIL TO: safety@azcc.gov
MM-04
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STAFF REPORT
SAFETY DIVISION, PIPELINE SAFETY SECTION
ARIZONA CORPORATION COMMISSION

PROPOSED RULEMAKING ON PIPELINE SAFETY RULES

DOCKET NO. RG-00000A-13-0049

STAFF RESPONSE TO ORAL COMMENTS

September 3, 2013
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STAFF ACKNOWLEDGEMENT

The Staff Response to Oral Comments for Proposed Rulemaking on Pipeline Safety
Rules, Docket No. RG-00000A-13-0049, was the responsibility of the Staff member listed

below.
Robert Mil%r

Pipeline Safety Manager
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Introduction

The Arizona Corporation Commission (“Commission”) issued Decision No. 73911 on
June 14, 2013. In that Decision, the Commission ordered that a Notice of Proposed Rulemaking
regarding modifications to the Commission’s Pipeline Safety Rules be filed with the Office of
the Secretary of State for publication. The Notice of Proposed Rulemaking was published in the
Arizona Administrative Register on July 5, 2013.

Pursuant to Decision No. 73911, Staff filed the Economic, Small Business, and
Consumer Impact Statement that addressed the economic impacts of the proposed Pipeline
Safety rules on July 5, 2013. '

Decision No.73911 requested that interested parties provide initial comments concerning
the Notice of Proposed Rulemaking by filing written documents with the Commission’s Docket
Control by August 9, 2013.

Decision No. 73911 also provided for an opportunity for interested parties to give oral
comments at a public comment hearing to be held on August 9, 2013. The Safety Division was
to file with the Commission’s Docket Control by September 3, 2013, a document including (1) a
summary of all written comments filed by interested persons before August 9, 2013 and any oral
comments received during the oral proceeding in this matter; (2) the Safety Division’s responses
to those comments; and (3) a revised Economic, Small Business, and Consumer Impact
Statement or a memorandum explaining why no revision to the prior Economic, Small Business,
and Consumer Impact Statement is necessary.

Summary of Written Comments Filed August 9, 2013 Regarding the Proposed Pipeline
Safety Rules

Only one written comment was filed in the Commission’s Docket Control in relation to
the Noticed of Proposed Rulemaking. Southwest Gas Company (“SWG”) filed comments on
August 9, 2013. Although supportive of the rule change as an update to maintain consistency
between state and federal requirements, SWG indicated concerns with respect to the proposed
R14-5-201 definitions for “evacuation”, “independent laboratory”, “outage”, “sour gas”, and
“unknown failure”. Likewise, SWG proposed a clarification to R14-5-202(S) and to R14-5-
203(B)(1)(a) and —(a)(v).

L Comments on Proposed Amendments to R14-5-201
A. R14-5-201(5)(d) definition of “evacuation”
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SWG indicated a concern with the proposed definition for “evacuation” to the effect that
an operator may not be aware whether a given building that is evacuated is a daycare facility,
retirement facility or assisted living facility due to the fact that these facilities may be located in
residential areas and not clearly identified as being one of the specified types of buildings. SWG
is recommending further explanation of the term “nonresidential building”. SWG suggests
removal of “daycare facility, retirement facility or assisted living facility” from R14-5-201(5)(d)
or, alternatively, limiting the applicability of R14-5-201(5)(d) to “when a utility has knowledge
of the existence of a nonresidential building....”

Staff recognizes SWG concerns. In response, Staff would recommend the following
change be made to R14-5-201(5)(d) for the purpose of clarification:

A nonresidential building upon discovery that it is occupied by individuals who
are confined, are of impaired mobility, or would be difficult to evacuate because
of their age or physical or mental condition or capabilities, such as a hospital,
prison, school, daycare facility, retirement facility, or assisted living facility.

B. R14-5-201(8) definition of “independent laboratory”

SWG expressed reservations concerning the definition of “independent laboratories”
because they feel the definition excludes all laboratories that may have a contract with an
operator. '

Staff does not agree with this assessment and feels that as written, “independent
laboratory” applies only to the relationship between a specific laboratory and the operator for
whom the investigation is ordered. The definition does not preclude the use of a laboratory that
has a contractual agreement with another operator. An operator’s contractual relationship with a
laboratory would not preclude the use of that laboratory for analysis of material failures of a
different operator.

C. R14-5-201(19)(b) definition of “Outage”

- SWG provided similar concerns regarding the proposed definition of “Outage” to those
stated in regard to R14-5-201(5) definition of outage.

In response, Staff would recommend the same clarification as for R14-5-201(5)(d). The
following change be made to R14-5-201(19)(b) for the purpose of clarification:

A nonresidential building upon discovery that it is occupied by individuals who
are confined, are of impaired mobility, or would be difficult to evacuate because
of their age or physical or mental condition or capabilities, such as a hospital,
prison, school, daycare facility, retirement facility, or assisted living facility.
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D. R14-5-201(27) definition of “sour gas”

SWG expressed concern that, as written, the current definition of sour gas lacks a
minimum threshold for hydrogen sulfide present in order to constitute “sour gas” for purposes of
the rule. SWG requests that the definition be clarified to include the minimum threshold of 0.25
grain of hydrogen sulfide per 100 cubic feet (5.8 milligrams/m3) at standard conditions (4 parts
per million) to the definition. The criterion SWG proposes is drawn from 49 C.F.R. §192.475(c)

Staff finds the proposed clarification to be reasonable and would suggest clarifying R14-
5-201(27) to state:

“Sour gas” means natural gas that does not contains the corrosive sulfur-bearing
compound hydrogen sulfide (H2S) in concentrations that exceed a minimum

threshold of 0.25 grain of hydrogen sulfide per 100 cubic feet (5.8 milligrams/m3)
under standard operating conditions (4 parts per million).

R14-5-201(32) definition of “Unknown failure”

SWG proposes replacing of the term “observable external corrosion” with the term
“observable corrosion”. SWG states that the removal of the term “external” would eliminate the
unnecessary exclusion of observable internal corrosion or stress corrosion cracking from the
definition of “unknown failure.” '

Staff is in agreement with SWG and supports this change. Staff would recommend clarifying
R14-5-201(32)(a) to state:

‘The cause cannot be attributed to any observable exteraal corrosion, third-party
damage, natural or other outside force, construction or material defect, equipment
malfunction, or incorrect operations; or

II. Comments on Proposed Amendments to R14-5-202
A, R14-5-202(R)

SWG has concerns relating to the frequency of leak surveys in class 1 and 2 locations and
the requirement to repair all identified leaks including class 2 and 3 within one year of discovery.
SWG also states that resources may have to be diverted from other activities that could reduce
risks to their system.

Staff acknowledges that there are current regulations and standards such as the referenced
American Society of Mechanical Engineers (ASME) Managing System Integrity of Gas
Pipelines, B31.85-2004 that address similar issues of leak detection, mitigation of leaks and
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other risks to the pipeline. Staff further acknowledges the efforts of SWG in taking all available
steps necessary to prevent the release of gas that could result in an incident.

However, Staff does not agree that Subsection R14-5-202(R) should be removed or
modified from how Staff currently proposes to modify it. Requiring that transmission pipeline
leakage surveys be conducted at least twice a year, not to exceed 7-1/2 months in all class
locations and repairing underground leaks classified as grade two or three either upon discovery
or within one year after discovery is reasonable and appropriate. R14-5-202(R) as proposed is
intended to enhance the discovery and repair of transmission line leaks. Staff believes the
increased operational pressures and increased severity of catastrophic failures associated with
transmission pipelines compared to lower pressure leaks associated with distribution systems
prompts a reasonable conclusion that time spent eliminating leaks on a transmission pipeline is
well spent and would not hamper SWG’s ability to manage other risks associated with the
operation of their pipeline system.

B.  R14-5-202(S)

SWG supports this subsection but is requesting a modification to include a 5 day window
to facilitate completion of any nondestructive testing.

Staff does not believes that a 5 day window or any time restriction on conducting NDT
testing on each weld performed on newly installed, replaced or repaired intrastate transmission
pipeline or an appurtenance as proposed by SWG is necessary. As drafted, the current subsection
does not include a deadline for testing to be completed. Staff’s belief is that should an operator
fail to nondestructively test any required pipe or appurtenance Staff would then require the
operator to remove the pipe or appurtenance from service. This allows the operator complete
flexibility in scheduling nondestructive testing. For example, an operator working on a larger
project could choose to do all the required testing at the end of their project even if it exceeds 5
days from when the new construction or repair was performed.

III. Comments on Proposed Amendments to R14-5-203
A.  R14-5-203(B)(1)(a)

SWG has a concern that, as written, the current subsection will result in an operator
having to report a release of gas discovered from any pipeline, regardless of whether the operator
owns and operates the pipeline.

Staff believes that the present language is sufficiently clear in the placement of the
obligation solely on the operator for the operator’s own pipeline.
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B.  R14-5-203(B)(1)(a)(v)

SWG has expressed concern that the condition of “unintentional release of gas from a
transmission pipeline” is overly broad and would mandate the reporting of previously non-
hazardous Grade 2 and Grade 3 leaks. SWG goes on to state that in addition to being
unnecessary, requiring operators to immediately notify the Office of Pipeline Safety creates
practical issues for the operator. The example given by SWG involves two pipelines in close
proximity to each other, one transmission and one distribution. SWG states that depending on the
severity of the leak it may be weeks before an operator excavates to determine which line is
actually leaking. SWQG asserts that this scenario may result in operators reporting leaks that are
not on a transmission line or may result in reporting leaks sometime after the initial discovery.

Staff disagrees that the requirement to report any unintentional release of gas from a
transmission line is overly broad. It is the intention of this section to require that the operator
make such a report. Given the high pressures and increased threat of a catastrophic failure, any
leak on a transmission line could easily and quickly escalate the severity of the circumstance. In
the example given by SWG, when a transmission line and a distribution line are in close
proximity to each other, Staff would expect that the operator not wait to excavate the area
regardless of the readings to determine which of the two lines were leaking.

Summary of Oral Comments Regarding the Pipeline Safety Rules and Staff Response

SWG and Copper Market Gas, Incorporated were present during the oral comment
proceeding. However, neither party provided oral comments in regard to the proposed rule
changes. SWQG deferred to the written comments that they filed.

In light of the lack of oral comment, Staff has no additional response to provide.

Discussion of Economic, Small Business, and Consumer Impact Statement

Staff has no modifications based on the comments received. However, Staff noticed that
an incorrect earlier draft of the Economic, Small Business, and Consumer Impact Statement was
filed on July 5, 2013. The filed draft did not note that changes were proposed to R14-5-201 in
addition to the other sections. Likewise, the section discussing need for the rule amendments
neglected to discuss the significance of updating the rules with respect to maintaining the
Commission’s participation in the Federal Department of Transportation, Pipeline and
Hazardous Materials' Safety Administration’s pipeline safety program. Therefore, Staff has
-attached to. this Staff Report, a copy of an updated Economic, Small Business, and Consumer
Impact Statement.
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BRIEF DESCRIPTION: This rulemaking will modify Arizona Administrative Code
(“A.A.C.”) Title 14, Chapter 5, Article 2, the Arizona Corporation Commission’s rules for
Pipeline Safety, by amending A.A.C. R14-5-201 through R14-5-204, renumbering the existing
R14-5-205 and amending it at its new location at R14-5-207, separating an existing requirement
into a new R14-5-205, and adopting a new rule at R14-5-206. The primary purpose of this
rulemaking is to bring the Commission’s Pipeline Safety rules into compliance with federal
requirements by updating the rules’ incorporations by reference of various parts of Title 49 of the
Code of Federal Regulations (“49 CFR”). The other modifications to the rules are designed to
make the rules more clear, concise, and understandable and to enhance several safety

requirements.

NEED FOR THE RULEMAKING: Under Title 49, § 60105 of the U.S. Code (“49
US.C. § 60105”), the Commission holds certification from the U.S. Department of
Transportation’s Pipeline and Hazardous Materials Safety Administration (“PHMSA™)
authorizing the Commission to prescribe and enforce safety standards and practices for intrastate
pipeline facilities and intrastate pipeline transportation. To maintain certification, the
Commission’s Pipeline Safety Section must annually submit to PHMSA a certification stating,
inter alia, that the Commission (1) has regulatory jurisdiction over the standards and practices to
which the certification applies; (2) has adopted, by the date of certification, each applicable
standard prescribed under 49 U.S.C. Chapter 601 or, if the standard was prescribed no later than
120 days before certification, is taking steps to adopt the standard; and (3) is enforcing each
adopted standard through means including inspections by qualified Commission employees.
(See 49 U.S.C. § 60105(a), (b).) The certification filing must also identify the persons subject to

the Commission’s safety jurisdiction, describe specific types of reported accidents or incidents
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during the past 12 months, provide an investigation summary for each accident or incident, and
describe the Commission’s regulatory and enforcement practices. (49 U.S.C. § 60105(c).) The
PHMSA may reject certification for a state authority if it determines that the state authority is not
satisfactorily enforcing compliance with the applicable federal safety standards of 49 U.S.C.
Chapter 601. (49 U.S.C. § 60105(f).) A state authority that carries out a safety program
pursuant to certification under 49 U.S.C. § 60105 is eligible to obtain grant funding from
PHMSA of up to 80 percent of the state authority’s costs for the personnel, equipment, and
activities reasonably required to carry out the program for the next calendar year. (49 U.S.C. §
60107(a).) One of the performance factors considered by PHMSA when determining the
allocation of grant funds to a state authority is whether the state has adopted the applicable
federal pipeline safety standards. (49 CFR § 198.13(c)(7).). PHMSA can withhold payment if it
determines that a state authority is not satisfactorily carrying out its safety program. (49 U.S.C. §
60107(b).)

The Commission’s Pipeline Safety rules currently incorporate by reference 49 CFR 40, 191, 192
except 1(2) and (3) of Appendix D to Part 192, 193, 195 except 195.1(b)(2) and (3), and 199,
revised as of October 1, 2010. This rulemaking will update the incorporations by reference to
adopt 49 CFR 40; 191; 192 except (I}(A)(2) and (3) of Appendix D to Part 192; 193; 195 except
195.1(b)(2), (3), and (4); and 199, revised as of October 1, 2012. The rulemaking will also

update the forms to be used for reporting, consistent with federal requirements.

Additionally, the rulemaking will make organizational and language changes and add a number
of definitions to make the rules more clear, concise, and understandable. For transmission
pipelines transporting gas, the rulemaking will also enhance the safety standards for leakage
surveys, repairs of underground leaks, and testing of welds on pipelines or appurtenances
operating at or above 20 percent of specified minimum yield strength. The rulemaking will
broaden some of the reporting criteria for incidents, such as by requiring reporting when a failure

in a pipeline transporting hazardous liquid results in injury with loss of consciousness, an
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inability to leave the scene unassisted, or a need for medical treatment, as opposed to only
requiring reporting when such an incidént results in death or an injury requiring hospitalization.
The rulemaking adds a new section specifically requiring drug and alcohol testing of pipeline
facility and liquefied natural gas (“LNG”) facility workers to be performed in compliance with
49 CFR 199, which is not a new requirement, but a clarification because 49 CFR 199 has been
incorporated by reference for some time. The rulemaking will also revise the master meter
system rules to clarify its requirements; set forth requirements for cathodic protection of new,
repaired, replaced, or relocated lines; clarify leakage survey requirements and impose deadlines

for leak repairs based on grade; and clarify reporting requirements.

AFFECTED CLASSES OF PERSONS:

A. Intrastate operators of natural gas and other gas pipelines.
B. Intrastate operators of hazardous liquid pipelines.

C. Operators of master meter gas distribution systems.

D. The general public (residents of and visitors to Arizona).

PROBABLE IMPACTS ON AFFECTED CLASSES OF PERSONS:

A. Operators of natural gas and other gas pipeline systems who are already complying with
current federal pipeline safety regulations will experience only minimal impacts from the
enhanced safety standards described above. These operators will also experience
significant but unquantifiable benefits from the increased clarity, conciseness, and
understandability of the requirements in the rules. In addition, if the enhanced safety
standards described above result in prevention of future incidents, such prevention may

result in significant and quantifiable benefits.
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Operators of pipeline systems transporting hazardous liquids who are already complying
with current federal pipeline safety regulations will experience only minimal impacts
from the broadened reporting requirements described above. These operators will also
experience significant but unquantifiable benefits from the increased clarity, conciseness,

and understandability of the requirements in the rules.

Master meter system operators who are already complying with current federal pipeline
safety regulations will experience only minimal impacts from the requirements for
cathodic protection of new, repaired, replaced, or relocated lines and from the leak repair
deadlines based on grade. These operators will also experience significant but
unquantifiable benefits from the increased clarity, conciseness, and understandability of
the requirements in the applicable rule and, if the enhanced/clarified safety standards for
cathodic protection and leak repair timing result in prevention of future incidents, may

also receive significant and quantifiable benefits therefrom.

The general public should receive significant but unquantifiable benefits from the
enhanced clarity and enhanced safety and reporting requirements of the rules. If the
enhanced clarity and enhanced safety and reporting requirements result in prevention of
future incidents, the general public may also receive significant and quantifiable benefits

therefrom.

PROBABLE COSTS AND BENEFITS TO THE AGENCY: The rulemaking will have a
minimal cost effect on the Commission and is expected to have no cost impact on other state
agencies. The Commission will benefit substantially from maintaining its federal grant funding
and its agent status. The Commission also should benefit from the enhanced safety and reporting
standards to be adopted in the rules, particularly if those enhanced standards result in prevention
of future incidents. The Commission will not need to hire any new full-time employees to

implement and enforce the revised rules.
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PROBABLE COSTS AND BENEFITS TO POLITICAL SUBDIVISIONS: For political
subdivisions that are intrastate pipelines operators or master meter operators, the impacts will be

as described above for those classes of persons.

PROBABLE COSTS AND BENEFITS TO PRIVATE PERSONS AND CONSUMERS:
None of the impacted operators indicated a need for additional resources due to the proposed
revisions to the rules. Thus, the proposed revisions should have no cost effect upon private
persons or consumers. Customers and the general public are expected to benefit as described

above for the general public.

PROBABLE IMPACT ON PRIVATE EMPLOYMENT: The Commission believes that the

rulemaking will have no impact on private employment.

PROBABLE IMPACT ON SMALL BUSINESSES: The small businesses subject to the rules
would be master meter system operators, and the costs and benefits to those operators are as

described above for that class of persons.

PROBABLE EFFECT ON STATE REVENUES: If the rulemaking is not completed, the
Commission believes that there would be a substantial cost to the state as a result of the
Commission’s loss of federal grant funding to cover most of the costs of its Pipeline Safety

Section.

LESS COSTLY OR INTRUSIVE METHODS: The Commission believes that the revisions
to the rules are the least costly and least intrusive method for ensuring the safety of pipeline
systems, including master meter systems, in Arizona. The Commission believes that the benefits
of the rulemaking, and the potential benefits of the rulemaking if the enhanced safety and
reporting standards in the rules result in prevention of adverse incidents, greatly outweigh any

costs associated with the rulemaking for any affected persons.

5 DECISION NO. __ 74143




DOCKET NO. RG-00000A-13-0049

12. ALTERNATIVE METHODS CONSIDERED: The Commission does not believe that there is
an alternative method available to ensure the safety of pipeline systems, including master meter

systems, in Arizona.
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EXHIBIT D

Summary of the Comments Made on the Rulemaking and the Agency Response to Them, Prepared
Pursuant to A.R.S. § 41-1001(15)(d)(iii)

The written and oral comments received by the Commission concerning the published Notice of
Proposed Rulemaking are included in the following table, along with the Commission response to each.

Public Comment Commission Response

Rulemaking generally: Southwest Gas Corporation | The Commission acknowledges the
(“SWG”) stated that it supports many of the supportive comment.

proposed amendments as they update Arizona’s
pipeline safety regulations and help establish
consistency between federal and state requirements.

R14-5-201(5)(d): SWG expressed concern about Staff recognized SWG’s concerns and
the definition of “evacuation” because a utility proposed a revision to the definition.
could be unaware that a building is used as a
daycare facility, retirement facility, or assisted
living facility. SWG stated that the definition is
overly broad and could result in a utility’s violating
the rules because there was no reasonable manner
for the utility to identify a building as a daycare
facility, retirement facility, or assisted living
facility. SWG suggested that “daycare facility,
retirement facility, or assisted living facility” be
removed from the definition or, alternatively, that
R14-5-201(5)(d) be limited to “when a utility has
knowledge of the existence of a nonresidential

No change is needed in response to this
comment.

The Commission will address SWG’s
concerns by inserting the words “known
or discovered to be” after “A
nonresidential building.”

building . ...”

R14-5-201(8): SWG expressed concern about the | Staff disagreed with SWG’s

definition of “independent laboratory” because interpretation, stating that only a

SWG interprets the definition as excluding all relationship between a laboratory and the
laboratories that may have a contract with an operator for whom investigation is
operator. SWGQ stated that this is an overly ordered would be precluded. Staff did not
restrictive standard that may result in the recommend any change.

?iqua: 1fi.cat10r(11ct>lf;r?(t)ﬁt, if pctn all, V}able tract with The Commission will clarify the
aboratories and that the existence ok a contract wi definition by revising it to read as follows:

an operator may not create a conflict of interest, “‘Independent laboratory’ means a
) ) . p ry” means a
although it could be taken into account in laboratory that is not owned or operated

determining what laboratory should perform by the operator and that has no affiliation

testing. with the operator through ownership,
familial relationship, or contractual or
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other relationship that results in the
laboratory being controlled by or under
common control with the operator.”

R14-5-201(19): SWG expressed the same concern
about the definition of “outage” as it had expressed
regarding the definition of “evacuation” and
suggested the same alternate revisions to address its
concern.

Staff recognized SWG’s concerns and
proposed a revision to the definition.

The Commission will address SWG’s
concerns by inserting the words “known
or discovered to be” after “To a

nonresidential building.”

R14-5-201(27): SWG expressed concern about the
proposed definition of “sour gas” because it did not
provide a minimum threshold of hydrogen sulfide
content for gas to be considered “sour gas” and
could result in gas with only a trace amount of
hydrogen sulfide being categorized as “sour gas.”
SWG suggested that the definition be revised to
include a minimum threshold of “more than 0.25
grain of hydrogen sulfide per 100 cubic feet (5.8
milligrams/m-) at standard conditions (4 parts per
million),” which SWG stated is the standard set by
PHMSA in 49 CFR § 475(c).

Staff found the suggested clarification to
be reasonable and proposed a revision to
the definition.

The Commission will address SWG’s
concerns by revising the definition,
consistent with the PHMSA standard set
in 49 CFR § 192.475(c), to read as
follows: “‘Sour gas’ means natural gas
that contains the corrosive sulfur-bearing

compound hydrogen sulfide (H,S) in a

concentration that exceeds a minimum
threshold of 0.25 grain of hydrogen
sulfide per 100 cubic feet (5.8

milligrams/m3 ) under standard operating
conditions (4 parts per million).”

R14-5-201(32)(a): SWG proposed that the term
“observable external corrosion” be replaced with
“observable corrosion” to eliminate the unnecessary
exclusion of observable internal corrosion or stress
corrosion cracking from the definition of “unknown
failure.”

Staff agreed with SWG’s suggested
change and recommended that it be made.

The Commission will revise the definition
of “Unknown failure” by deleting the
word “external.”

R14-5-202(R): SWG expressed concern regarding
the proposed requirement for transmission pipeline
leakage surveys to be conducted at least twice a
year, not more than 7 1/2 months apart, and for
repairing underground leaks classified as grade 2 or
3 either upon discovery or within one year after
discovery. SWG stated that although both proposed
requirements exceed current requirements, SWG
believes that they are not based on supporting risk
information of which SWG is aware and may divert
resources from other activities that could reduce
risk. SWG cited American Society of Mechanical
Engineers (“ASME”), Managing System Integrity
of Gas Pipelines, B31.8s-2004, Section 1.2 as

While Staff acknowledged the existence
of regulations and standards, such as the
referenced ASME standard, addressing
similar issues of leak detection and
mitigation and other risks to pipeline,
Staff disagreed that the proposed
subsection should be removed or modified
as proposed by SWG. Staff stated that
because of the increased operational
pressures and increased severity of
catastrophic failures associated with
transmission pipelines (versus distribution
systems), time spent eliminating leaks on
transmission pipeline is time well spent.
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supporting integrity management programs that
allow operators to allocate resources to prevention,
detection, and mitigation activities that will result in
improved safety and a reduction in incidents. SWG
stated that it is already required to identify and
implement appropriate prevention, detection, and
mitigation activities per 49 CFR § 192.935 and
recommended that this subsection be removed or,
alternatively, that the rule require leak surveys
twice a year, no more than 7 1/2 months apart, on
Class 3, 4, and HCAs within Class 1 and 2, and that
Grade 2 or 3 leaks confirmed on transmission
pipelines “be repaired within 12 months, not to
exceed 15 months of discovery.”

Staff further stated that the rule would not
hamper SWG’s ability to manage other
risks associated with its pipeline system
operation.

Balancing the potential benefits against
the expected burdens, the Commission
finds that the enhancements advocated by
Staff are reasonable and appropriate and
should be adopted. Staff asserted that the
increased operational pressures, and the
increased severity of catastrophic failures,
associated with transmission pipeline
leaks versus lower pressure distribution
system leaks, merit the enhancements of
the rule. SWG has not asserted that the
rule will result in increased operational
costs or a need for additional resources.
Because the preventative requirements
should enhance safety and could prevent
significant hazards, damage, and costs, the
Commission will not make a change in
response to this comment. The
Commission notes, however, that the rule
could be revisited under the proposed
R14-5-202(V) if it unexpectedly becomes
an undue burden not in the interest of
public and pipeline safety.

R14-5-202(S): SWG stated that it supports the
requirement for nondestructive testing for each
weld performed on newly installed, replaced, or
repaired intrastate transmission pipeline or an
appurtenance, but proposed that operators be
provided at least a five-day window to complete the
testing, as weekends and holidays may cause delay.

Staff stated that the subsection does not
currently include a deadline for the testing
to be completed, but that Staff would
require an operator to remove pipe or an
appurtenance from service if the operator
failed to complete the nondestructive
testing. Staff stated that this provides an
operator flexibility because all of the
testing on a large project could be
completed at the end of the project, even
though the welding may have been
completed more than five days earlier.

The Commission agrees with Staff that
flexibility in the timing of the testing is
appropriate and that the important thing is
that the testing be completed before
transmission pipeline or an appurtenance
with a new weld is placed into service.
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Thus, the Commission will insert the
following sentence after the first sentence
of R14-5-202(S): “The nondestructive
testing shall be completed before the
newly welded area of the pipeline or
appurtenance is used for service.”

R14-5-203(B)(1)(a): SWG stated that this
subsection should be revised to read “Release of
gas or LNG from an operator’s pipeline or LNG
facility,” because failure to narrow the subsection to
an operator’s own facilities would result in an
operator’s being required to report release of gas
from any pipeline, regardless of ownership and
operational responsibility.

Staff stated that the language is
sufficiently clear in the placement of the
obligation solely on the operator for the
operator’s own pipeline.

While the Commission does not believe it
likely that the proposed language would
be interpreted as broadly as suggested by
SWG, the Commission will clarify the
rule by adding the following language in
R14-5-203(B)(1), immediately before the

colon: “related to the operator’s intrastate
pipeline system.”

R14-5-203(B)(1)(a)(v): SWG expressed concern
that the requirement to provide immediate
notification of all unintentional release of gas from
a transmission pipeline is overly broad because it
would require operators to report all leaks,
including Grade 2 and Grade 3 leaks, which SWG
stated are considered non-hazardous. SWG also
expressed concern that the responsibility to provide
notice immediately would create practical issues for
operators when transmission and distribution
pipelines are in close proximity, because an
operator may not be able to tell which pipeline has
the leak until after excavation, which could be
weeks later if the leak is not severe. SWG stated
that the subsection may result in reporting of leaks
that are not from transmission pipeline or reporting
of leaks sometime after discovery but immediately
after the leaks are determined to be from
transmission line. SWG stated that it would be
amenable to a requirement to make a telephonic
report upon discovery of any Grade 1 leak from
transmission pipe

Public Comment

Staff disagreed with SWG’s statement that
the requirement to report any
unintentional release of gas from a
transmission pipeline is overly broad.
Staff stated that the subsection is intended
to require operators to make such reports,
because the high pressures on
transmission lines, and the increased
threat of catastrophic failure from leaks on
transmission lines, can easily and quickly
escalate the severity of the circumstance.
Staff stated that it would expect an
operator, when faced with a leak in an
area where transmission and distribution
lines are in close proximity, not to wait to
excavate to determine which of the two
lines was leaking, regardless of the
readings.

The Commission agrees with Staff and
will make no change in response to this
comment.

Commission Response

Copper Market Gas, Incorporated appeared at the
oral proceeding, but declined to make any

The Commission acknowledges the
comment.
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comments other than to state that it was monitoring
the rulemaking and had no objection to the changes
roposed.

No change is needed in response to this
comment.

SWG appeared at the oral proceeding and indicated
that it stood by its written comments.

The Commission acknowledges the
comment.

No change is needed in response to this
comment.
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