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Goodmorning. My name is Breean Beggsand | am a member of the Board
of Directors for the Pipdine Safety Trug. ThePipdine Safety Trud is a nonprofit
corporation formed by victims of the 1999Bellinghan Pipdinetragedy to protect
communities throughaut the United States from unsafe pipdines and unsafe
management of those pipdines.

Five years ago last month, the Olympic Pipeline burst into a salmon stream
running throughBellinghan® mogt pristine park and exploded. In aflash, three
youngsers were killed, a salmon stream that runsthroughthe heart of Bellingham
was dead, and our community was sent into a deep sense of loss and mouming.
Thehorendousdeath and damage was caused by negligence, poor management,
pooragency oversightand amogs noneistent regulations Out of tha sadness
came a community wide awareness of pipdine safety inadequecies, and a
commitment to improving pipeine safety nationwide. Because of our community®
commitment local, state, and naiond pipdine safety laws have been passed, and

the Office of Pipdine Safety has significantly increased thear rulemaking efforts.



ThePipdine Safety Trugt came into beng alittle over ayear ago because of
Bellinghan@ efforts, and as part of the court settlement with Equilon PipeLine
Company over the 19990lympic Pipdineexploson. After investigating this
tragedy the U.S. Judice Depatment recognized the need for an independent
organization, tha would provide informed comment and advice to both pipdine
companies and govanment regulators; and, would provide the public with an
iIndgpendent clearinghouse of pipdine safety information. Thefederal trial count
agreed with the Justice Department( recommendation and awarded the Pipdine
Safety Trugt $4 million which was used as an initial endowment for thelong-term
continugion of the Trus® mission.

Thevision of the Pipdine Safety Trug is simple. We bdieve tha
communities should feel safe when pipdines runthroughthem, and trus that ther
govenment is proactively working to prevent pipdine hazards. We bdieve that the
communities who have the mod to lose if apipdinefails should beinduded in
discussionsof how better to prevent pipdine failures. And we bdieve tha only
when trusted partnerships between pipdine companies, govenment, communities,
and safety advocates are formed, will pipdinestruly be safer.

In my testimony this morning | will cover:

¥ The consequences of unsafe pipdines

¥ Theneed to address shortcomingsof the Pipdine Safety Act of 2002

¥ Further pipdine safety issues tha still need to be addressed.



Consequences of unsafe pipelines

In Bellingham we learned first hand the worst consequences of not propely
maintaining, testing and regulating pipdines. Three of ouryoungpeople died.
Human death and injury is often the driving force behind pipdine safety
improvements. This makes sense when you congder tha according to the Office
of Pipdine Safety in the past 20 years 397 people have died and 1850people have
been injured in pipdine accidents naionwide. But death and injury isonly one
measure of the adequecy of our pipdine safety system.

During the same twenty year period the Office of Pipdine Safety (OPS)
reports more than $1.5 billionin property loss from pipdine accidents, and many
beieve tha this nunmber is significantly under-reported. OPS also reports nearly 76
million gdlonsof liquid petroleum produds were los into the environment during
this same period. Thisfigureis also unde-reported since spills of less than 2100
gdlonsdid noteven need to bereported untl the passage of the 2002Pipdine
Safety Act. These spills represent potentially catastrophic damages to private and
public water systems, wetlandsand other surface and groundwaters. Thetotal
cods of these damages are unknown, but clearly subgantial.

In recent years the economc cods of pipdinedistribution disruptonshave
also been recognized. In Washington State, ARCO estimated that the cos of
aterndive trangoortation for fuel during the Olympic Pipe Line shutdown was an

additiond $500million. In Arizong California, and Michigan, which have all had



recent distribution problems dueto pipdinefailures, the cos of gasoline often rose
by more than $1/gdlon. Multiply these temporary increases by the number of
drivers forced to pay these highe prices and you find another hidden cos of the
lack of pipdinesafety in the hundeds of millionsof dollars. After the El Paso
Pipdine exploson tha killed an entire family of twelve near Carlsbad, New
Mexico, the Federal Energy Regulatory Commission stated tha the Carlsbad
accident @ontributed significantlyOto the Califomia energy crisis and OPS
estimated tha impact at $175 millionaday. Since tha pipdinewas shut down for
nearly ayear this amount to an additiond $6 billionin damages dueto thefailure
of asingle pipdine

So while death and injury may still be the most powerful reasonto care
aboutthe safety of our naionspipdines, we also need to recognize tha billionsof
dollars of econonic disruptionsand increased fud prices are beng passed onto
conumers by pipdine companies tha have failed to ensure theintegrity of ther
pipdines. If even asmall portion of this money had been spent to test and repar
these pipdines before they failed, these economc consequences would not have

occurred, and people would still bealive and uninjured.

Shortcomings of the Pipeline Safety Act of 2002

ThePipdine Safety Act of 2002provided many clear enhancements to
pipdinesafety regulations induding increased fines, opaator training

requirements, whistleblower protections and increased funding for the OPS. To



build on this progress the following provisionsof the 2002Act need to bere-
examined.

Integrity Management of Gas Transmission Lines - One of the mog
important rules issued as aresult of the 2002Act, was the naural gas trangmission
pipdineintegrity management rule published in December of 2003.This rule was
agoodfirst step, butin our opinion does notgo far enough,or fast enough,to
enaure theintegrity of a majority of the gas transmission lines in the system.
Because the Act only requires integrity assessments in High Densty Population
Areas, and because OPS@ definition of such areas only indudes an estimated 7%
of thetotal mileage of gas tranamission lines, only asmall percentage of pipdines
will ever betested. To illudrate, pipdineinspection will not berequired unde
OPS@ definition of High Consequence Areas where the Carlsbad, New Mexico
pipdineruptured, killed twelve people and ultimately cost consumers $175
million dollarsaday. Thislack of requirement for assessment amounts to an
endorsement of the integrity management techniqueof finding problems by
waiting for leaks and explosons and seems to promote a policy choice tha
ambushes conaumers and busnesses with unexpected cods rather than
incorporating the cog of ingoected, dependable pipdinesinto therate structure.

To make matters worse the Act gives companies up to 10 years to test only
seven percent of thar pipdines. We hopetha you will take alook at this serious

flaw in the 2002Act and moveforward in requiring testing of all pipdines.



Another conaern in theintegrity management section of the 2002Pipdine
Safety Act was theindusion of the unproven and unddined method of Qllirect
assessment,Oas an alternative to the well documented assessment methodsof
internd ingpection and pressure testing, We hopetha Congress will continueto
provide oversight of the development and efficacy of Qlirect assessment.O

Strict liability DThe 202 Act did increase fines for pipdine accidents, but
those fines were |eft to the discretion of the Office of Pipdine Safety. Often times
thefineamount announed by the OPS are never collected or negotiated down
significantly. If Congress implemented a strict liability formulafor pendties based
onthevolume spilled, companies would have a greater incentive to avoid spills
and nather OPS or the company would have to spend resources arguing over the
amountof thefine

Community Right To Know DMany of the early versionsof the2002Act
induded sectionsto hdp ensure that local communities and citizenswould have
easy access to information to allow them to judgefor themselves the safety of the
pipdines tha run throughther communities. This information would indude
thingslike spill and accident records, integrity management plans, frequency of
testing, descriptionsof what thetesting found, descriptionsof wha was doneabout
problems found, whether opeaators had been trained, whether emergency response
planswere in place for local communities, etc. Unfortunaely, these sectionswere

removed after the 9/11 tragedy for fear of providing terrorists information about



the county@ pipdineinfrastructure. We hopetha Congress will now move
forward and indudesuch Community Right To Know information into pipdine
safety laws, since the aboveinformation would be of no use to terrorists, but would
be of significant use to communities trying to assess their own safety and shinethe
light of day on any problems with the overall system of pipdine safety.

Technical Assistance Grants - Section 9 of the 2002Act provided for
technical assistance grants to communities for Gengineering and other scientific
andysis of pipdinesafety issues, induding the promotion of public paticipaionin
official proceedingsconduded unde this chapter.O Unfortunaely to date the OPS
has not developed the competitive procedures required to award these grants, and
Congress has therefore not provided the appropriationsto fundthem. We hope
tha Congress will require the OPS to develop the needed procedures to award
these grants by a date certain, and then provide the funding to allow communities
aroundthe county to better undestand some of the pipdine problemsin thar

midg.

Further pipeline safety issues that still need to be addressed

Integrity Management of Liquid Transmission Lines — Many of the same
problems already stated abovefor naural gas transmission lines also apply to the
rules for liquid pipdines. Only those sectionsof pipdines in High Consequence
Areas are required to be assessed, and by some estimates this amounts to less than

10%of thetotal mileage. According to testimony by the Ingpector General of the



Depatment of Trangportation given in Jung with only 16% of therequired
mileage tested over 12000ntegrity threatsOrequiring immediate repair were
found.Extrapolating this to therest of theliquid transmission pipdine mileage
indicates that there may be more than 75000ntegrity threatsOneeding immediate
repar. Because of the narrow definition of High Consequence Areas, many of
them will notbefoundin a planned methodical fashion by ingoection and repair.
Ingtead, they will be discovered the hard wayN by endangering communities with
pipdinefailures and abruptly depriving downsream communities of ther energy
supplies. Congress needsto address why there is no urgent requirement to find and
remedy these immediate threats as soonas possible.

Gathering Lines and Shut Off Valves - Congress has previoudy mandaed
regulationsfor gathering lines, and shut off valves for oil and gas lines, but so far
OPS has not developeal these rules.

One Call Systems DMany states provide no pendties for those who do not
use theonecall system to have pipdines located before they dig in thearea of a
pipdine Horror stories aboundof near misses caused by contractors and
individuds who are willing to take the chance of digging near pipdines withou
formally locating them dueto time condraints or ignorance. Onereason tha they
take thisrisk is tha they know tha there is no pendty unless they hit something.
We are not aware of any studies onthisissue, butthere is some anecdotal evidence

tha states with pendties for digging before you call for alocation have fewer near



misses and pipdinestrikes. A definitive study of whether pendties do deter
digging without usng the onecall system is needed. If thefindingsindicate an
adequae decrease in pipdine damage and near misses in states with such pendties,
then OPS should encourage or require such pendties naionwide.

Leak Detection DMany leaks, and even some ruptures, in liquid pipdines
go undeected for toolong. Leak detection performance standadsfor liquid
tranamission pipdines need to be developed to ensure tha leaks of a particular size
are discovered rapidly.

State Pre-emption - Current pipdine safety law prevents states from
regulating and enforcing violationson interstate pipeines even if such regulation
would improve public safety and/or environmental protection and would not affect
interstate commerce. There are numerous areas of oversight and regulation where
states might want to exceed federal requirements to enhance pipdine safety, and
would not compromise a company@® ability to opaate its pipdines smoothly and
safely. Congress needsto affirmatively act to allow states to use the unique
knowledgethey have to protect thar citizens.

Financial responsibility requirements for pipeline corporations - Large
corporationscan shield themselves from liability for poorsafety practices through
certain strategies, such as holding assets tha may generate liability (e.g.,
pipdines) in subgdiaries or as shares of separate corporations As part of this

strategy, the parent corporation drastically undecapitalizes its subsdiary. In the



case of pipdines, thisis common. It is notunusid for a pipdine company to be
capitalized by virtudly 100%debt, lent by thelarge corporate shareholders. In
fact, asimilar strategy was used by the owners of Bellinghan@® Olympic Pipdine
In amajor spill like Bellingham, the undecapitalized pipdine company is forced
into bankruptcy when the owners declineto provide further financing. In theusud
bankruptcy, the shareholders lose the company assets to the debt holders, butin
this case, those are the same entities. Bankruptcy presents no meaningful threat to
these shareholders but it does allow pipdine companies to avoid finanaal
consequences for inadequde safety measures. Congress should impose finandal
responsbility requirements for pipdines asit aready does for liqudied naural gas
facilities.

Enforcement DThe Pipdine Safety Trugt and other members of the
Bellinghan community are very concerned tha the OPS has been unwilling to date
to collect significant fines for violationsof OPS regulationsfrom thetragediesin
Bellinghan and Carlsbad. OPS often touts large proposed fines, but historically
they have collected little if any of themoney. The public has no evidence tha the
increased pendties contained in Section 8 of the 2002Act are being used by OPS
to send a messageto pipdine opaators tha violationsare both unacceptable and
codly.

TheU.S. General Accouning Office (GAO) is expected to release areport

on OPSCenforcement record. We hopethis report will take alook at thelarge



difference between fines tha the OPS proposes versusthe actud fines they collect.
Preliminary testimony onthe GAO report in Juneseemed to emphasize the
difference between assessed fines and collected fines, which for the mo4 pat are
nearly the same thing. Thereal mystery lies beween theinitial proposl of fine
amount and theamountactudly collected. Why is this difference so great? Is OPS
in error in ther initial proposed fines? Are they negotiating fines down because
they are undestaffed for this task? Are they reduang fines because they fear legd
fights with pipdine opeaators? Or, are they simply not committed to enforcing the
law as enacted by this Committee and the Congress. These are thetypes of
guestionstha we hopethe GAO report will address. If it does not, we hopetha
Congress will ask them to expand their report to do so. We also bdieve tha
proposed fines, the company( respon to the proposed fines, and information
describing how the assessed fine was reached needsto be public throughoutthe
process. OPS currently does not make such information public despite Freedom of
Information Act Requests by organizations like the Pipdine Safety Trust, that
share the same mission of pipdine safety.

Current OPS enforcement actionsappear to be mogtly reactive to pipdine
accidents rather than proactively preventing them. The agency needsto adopta an
enforcement strategy that would indudefines to companies foundto be opeating
pipdines in ways tha could result in seriousspills or explosonsregardless of

whether or notthey occur. Only throughwell publicized and rigorous preventative



enforcement will some within theindudry begin to spend sufficient money on
preventioningead of relying oninsurance and bankruptcy to deal with any
significant damages caused by a pipdinefailure.

Thank youfor this oppotunity to testify. Please feel free to contact the

Pipdine Safety Trug at any time.



