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Summary

The 107" Congress is considering legidation that would amend federal pipeline
safety law, which directs the U.S. Secretary of Transportation to regulate pipeline
transportationand storage of natural gases and hazardousliquids. Thosebillsasowould
authorize funding for the Office of Pipeline Safety (OPS) of the U.S. Department of
Transportation (DOT), which is charged with implementing federal pipeine safety law.
Among thetopicsdiscussed as part of the process of reauthorizing the OPS program are:
state versus federal rolesin pipdline safety, increased community involvement, funding
amounts to support OPS, and new regulatory directives and authorities intended to
improve the OPS program and associated state activities. S. 235, as amended, the
“Pipeline Safety Improvement Act of 2001,” passed the Senate on February 8, 2001.
This report will be updated as necessary.

Pipeline Industry and Its Safety Record

Natural gas, oil, gasoline, diesd fuel, and other industria liquids play key rolesinthe
Nation’s economy. Over 3,000 natural gas operators and 52,000 master meter and
liquefied natural gas (LNG) operatorsand over 200 hazardousliquid operatorsbring these
products to market.> Transporting both gaseous and liquid materials safely through an
intricate network of over 1,750,000 miles of pipeline is a complex undertaking.
Unremitting attentionto safety is necessary given the hazardous nature of these materials,

1 OPS web page: [http://ops.dot.gov/init.htm]. Master meter operators distribute gas servicefrom
agastransmission or distribution linefor resaletoindividua customers, such as owners of mobile

homesin atrailer park.
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proximity of many pipelinesto homesand businesses, and potential environmental impacts
that could result from a spill.

Over the 14 year period of 1986-1999, industry reported to the DOT that annualy
there were on average 23 fatalities, 113 injuries, and $68 million in property damage as a
result of 411 releases from pipelines during transportation.? DOT statistics indicate that
excavation damage, by such third parties as construction companies and highway crews,
is the major cause of pipeline accidents for natural gas transmission and distribution
pipelines. Excavation damageisthe second leading cause of accidentsfor hazardousliquid
pipdines, after corrosion, according to DOT. Data collected by DOT indicate that
property damages from excavation-caused rel eases varies year to year, but, this sum has
exceeded $20,000,000 per year since 1997. Other major causes of pipeline releases
include material defects and pipeline operator errors. Significant releases from pipelines
happen infrequently; however, when they occur, they attract much attention.

Office of Pipeline Safety (OPS)-Mission, Funding, and Activities

The Office of Pipdine Safety (OPS) of the DOT is charged with the responsibility to
promote safe and environmentally sound operation of natural gas and hazardous liquid
pipelinesystems. OPSissuesand enforces pipeline safety regul ations, and providestraining
and technical assistance to state inspectors and industry. Two statutes provide the
primary legal framework for thefederal pipelinesafety program. TheNatural GasPipeline
Safety Act (NGPSA) of 1968, as amended, authorizes the DOT to regulate pipeline
transportation of various gases, including natural gasand LNG. Similarly, the Hazardous
Liquid Pipeline Safety Act (HLPSA) of 1979, as amended, authorizes the Department to
regulate pipdine transportation of hazardous liquids. Both of these Acts have been
recodified in 49 U.S.C. Chapter 60101 et seq.

Primarily based on these statutes, itsown initiatives, and recommendationsfrom the
National Transportation Safety Board (NTSB), OPS issues the federal pipeline safety
regulations, which set minimum standards on design safety, construction, inspection,
testing, operation, emergency response, and maintenance of pipelines and associated
facilities® To promote compliance with its safety standards, OPS uses a variety of
strategies. For example, OPS initiates about 100 to 200 enforcement cases against
companies each year for aleged violations of itsregulations and annually collects a total
of about $200,000 to $300,000 in civil pendties.* Some casesinvolve substantially large
clams against companies. OPS currently has over $3.6 million in recent civil penalty
claims awaiting settlement. OPS also conducts accident investigations and systemwide
reviews designed to focus on high-risk operational or procedural problems and areas of
the pipeline that transverse senditive environmental areas or high-density populations. To
improve itsregulations and activities, OPS conducts a research program funded at about
$2,000,000 per year.

2 [ http://ops.dot.gov/stats.htm]. Most of the deaths and injuriesresulted from natural gasreleases,
while most of the property damage was caused by hazardous liquid releases.

® These are published in the Code of Federal Regulations, 49 CFR Parts 190-199.

* These amounts vary year to year.
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The OPS program and the state grants administered by OPS are funded from two
primary sources. the Pipeline Safety Fund and the Oil Spill Liability Trust Fund (OSLTF).
In the annual DOT appropriations act, Congress specifies an amount of funding to be
obtained from each of those sources. The Pipeline Safety Fund provides monies to pay
most of the costsof the OPS program and associated grants. Thisfund isreplenished each
year by fees that OPS collects annualy from gas transmisson and liquid pipeline
companies. The balance at the beginning of each budget cyclein that fund varies but has
averaged around $17,000,000 in recent years. Moniesobtained from the OSLTF are used
only to pay for activities that OPS conductsto implement provisions of the Oil Pollution
Act of 1990 (P.L. 102-508). In FY 2000 approximately $5,480,000 of the budget of the
OPS program was derived from the OSLTF. The FY2001 DOT Appropriation Act,
(P.L.106-346), made atotal of $47.044 million available for the pipeline safety program,
including an appropriation of $36.556 millionfromthe pipeline safety fund, $7.488 million
fromthe oil spill liability trust fund, and $3 millionfrom the reserve in the Pipeline Safety
Fund.

OPS, in conjunction with other federa agencies and industry, is identifying and
prioritizing unusually sensitive areas (USASs)(e.g., bodies of water) that would be severely
impacted if areleasefromapipelinewereto occur. The Agency in November 2000 issued
new safety and environmental standards, including mandatory testing, for specified
pipdines transporting hazardous liquids through populated areas, USAs, and certain
waterways. OPS aso works with industry to collect information on the location of
pipelinesinrelationship to navigable waters and population centers. Withthe participation
of industry and state and local officids, OPS conducts practice drills to help plan
emergency responses to oil spills. One of the purposes of these exercises is to improve
reacti on capabilitiesand communi cationsamong the governmental and industry partiesthat
respond or oversee the response to a spill. OPS seeks to help responders increase oil
recovery rates, improve operator response readiness, and reduce environmental damages,
and protect sensitive areas.

OPS manages the Risk Management Demonstration Program (RMDP), which was
authorizedinthe Accountable Pipeline Safety and Partnership Act of 1996 (P.L. 104-304).
Under this program, OPS encourages an approved operator to implement its own risk
management strategies applying additional financial resources to address high risk
challenges(or vulnerabilities). The Agency may providean exemption from certainfederal
pipeline saf ety regulations when it is convinced that industry’ s risk management program
would achieve a superior level of safety and environmental protection than would be
expected if the operator complied with all applicable federal safety regulations.®

OPS promotes “Dig Safely,” which is a nationwide public education campaign
conducted by OPS in conjunction with numerous groups to inform excavators, facility
operators, public works employees, and the public about the importance of preventing
damage to underground facilities and pipelines. This campaign encourages contact with

> Many companies participating in the risk management demonstration program do not seek an
exemption from federal requirements. These companies add or integrate their additional risk
management strategies with their effortsto comply with the federal pipeline safety regulations. Up
to 10 projects can participate in the risk management program.
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“one-call” systems to help locate this infrastructure.® To identify and validate best
practices used to prevent damage to underground facilities, OPS, working with different
groups, has completed a report entitled Common Ground.’

OPS dso administers agrant program that supports state i nspection of hazardous
liquids and gas pipdines. In FY2001 that program, which underpins the federal/state
partnership in pipeline safety, was funded at $16.4 million.?2 As part of the grant, OPSis
authorized to reimburse a state agency for up to 50 percent of the coststo carry out its
pipeline safety program.® In the pipeline safety reauthorization bill, Congress historically
has set authorized levels for the state grants.

Legislative Issues

The 107" Congress is considering legislation to amend pipeline safety law and
reauthorize the OPS program. The reauthorization process provides an opportunity to
review the OPS program and regulations affecting pipeline safety and to evaluate various
optionsintended to improve those federal activitiesand standards. S. 235, asamended, the
“Pipeline Safety Improvement Act of 2001,” passed the Senate on February 8, 2001. The
Bush Administration, as well as the National Governors Association supported Senate
passage of S. 235; some Members and organizations, however, sought other provisions.
Several key issues and illustrative options contained in various bills are discussed below.

Federal/State Pipeline Safe Roles. The appropriaterole of DOT versus that
of the states in the regulation of pipeline safety and the enforcement of operating
standards is a topic of continuing debate. In S. 2409/H.R. 4276 (DOT version of the
pipeline safety reauthori zation bill during the 106™ Congress), the Clinton Administration
sought to enhance stateoversight, e.g., inspectionof interstate pipelinetransportation, but
it wanted to ensure that the safety regulation of interstate operations remains solely a
federal function. The Clinton Administration, as well as industry, sought to maintain
uniformity in safety standards. Historically, this domain has been reserved for the U.S.
DOT, withthe states exercising regul atory authority only over intrastate pipelines. S. 235,
asamended (107" Congress) also would allow a state to increaseitsinterstate inspection
activities with the approval of OPS. S. 299 (Murray)/H.R. 459 (Larsen et al.)(107™"
Congress) and H.R. 144 (Oberstar et al.) (107" Congress) would alow similar authority.

® Upon request, these communication systems often notify facility operators that construction or
digging will occur at a specific location. The facility operators (or their contractor) may then go
to the site and mark the location of any of their underground facilities.

” U.S. DOT. OPS. Common Ground. June 1999. 252 p., dso see
[http://www.cycla.com/opsiswc/we.dll ?ocss~toppage]. The study includes information on
recommended practices regarding one-cal notification syssems and damage prevention of
underground facilities. The best practices are recognized by 160 damage prevention experts as
useful in helping to protect underground facilities, the public and the environment.

& This amount does not include funds for risk management grants.

® The amount of reimbursement that a state receives depends upon the amount appropriated for
the grant program as well as the state’ s performance as judged by OPS. This federa assistance
hel ps ensurethe continuity of stateprograms whichingpect morethan 90 percent of U.S. pipelines.
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Increased Community Involvement in Pipeline Safety. The Clinton
Administration maintained that industry and communities need to work together to ensure
that pipeline operations are safe and environmentally sound.’® Consistent with that
premise, in S. 2409 (106™ Congress) that Administration proposed to require operators
to maintain liaison with various state or local entities and provide information, upon their
request, on the methodology or program that a pipeline company is using to promote
safety and on other aspects of facility operations, including the location of pipelines. S.
235, as passed by the Senate, includes asimilar provision. The Clinton Administration’s
bill, aswell as S. 235, as amended, would require each owner or operator of a pipeline
facility to carry out a continuing program to educate the public regarding pipdine safety,
including providing information on the use of one-call notification systems prior to
excavation. Both bills also direct pipeline operators to initiate and maintain
communi cationwith stateemergency response commissionsand |ocal emergency planning
committees. S. 299, H.R. 144, and H.R. 459 include numerous provisions that are
intended to substantially increase the scope and nature of public information available
about specific pipdinefacilities. Many stateand local officias seek substantially increased
and improvedinformationabout pipelineoperationsinthelr jurisdictions. Somecompanies
maintain that thereisno need for additional federal requirementsin this area because they
have already established community awareness and education programs.

Funding. S. 235, aspassed by the Senate, authorizesfunding for the OPS program
for FY 2002 through FY 2004 and includes specific amounts of funds to carry out the
pipeline integrity program and research and development activities. In addition, the bill
specifies that $8,000,000 that would be obtained annually from the OSLTF fund to pay
for OPA activities, such asemergency responsedrills. Many state officialswant increased
funding to be provided by OPS under the inspection grant program. Operators have been
willing to pay what they consider to be reasonable and appropriate fees for the federal
pipeline program, but they have objected when substantial increases in fees have been
proposed or levied. S. 299/H.R. 459 would authorize larger sums than those that would
be authorized under S. 235, as amended. H.R. 144 specifies authorization levels for
FY 2001 through FY 2003.

OPS Responses to NTSB Concerns. The National Transportation Safety
Board (NTSB) maintains that OPS has not responded adequately to some of its
recommendations.”* H.R. 1378 (106™ Congress) would have required the OPS to submit
aformal response to each recommendation it receives from the NTSB regarding pipeline
safety and include atimetable for compl eting such actions or astatement of reasonsfor not
implementing those recommendations. S. 235, as passed by the Senate specifies that the
DOT Secretary and the OPS Director should comply with section 1135 of Title 49 to
ensuretimely response to NTSB recommendations about pipeline safety. S. 299 and H.R.
459 include asimilar provision. On the other hand, OPS maintainsthat it has substantially
improved its response rate to NTSB in recent years.

Training/Qualification Issues. The NTSB, Congress, industry, and OPS have
debated whether federal requirementsfor the training or qualification of pipeline operators

10 Section-by-section analysis submitted by the Administration regarding its pipeline safety hill.

1 NTSB tegtimony before the Senate Commerce Committee, March 13, 2000,
[http://www.senate.gov/~commerce/hearings/0313chi.pdf].
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are adequate. In August 1999 OPS issued afinal rule that requires operators to develop
and maintain awritten programintended to ensure that individuals performing safety tasks
arequalified.®> OPSdoes not require aformal test to be given and does not certify pipeline
employees as to their qualifications. Some maintain that the OPS final rule is inadequate
to ensure adequate training and testing of pipeline employees. S. 235, as amended would
require aplan that would provide for training and periodic reexamination, as appropriate,
to enhance personnel operating qualifications; authorizes certification of those plans; and
allows for minimum standards for training and evauation. In addition, the legidation
required the Secretary to provide areport to the Congress evaluating the effectiveness of
operator qudification and training. S. 235, as amended, authorizes the Secretary to
establish the benchmark or criteriafor evaluating and reporting on operator qualification
and training. H.R. 144 would requirethe DOT Secretary to carry out a pilot program for
certifying specified individuas at three pipeline facilities. S. 299 and H.R. 459 would
establishaqualificationprogramsimilar to that would be established in S. 235, asamended,
but those billshave some different features. Industry generally supportsthe OPSregulation
and citesitsinvestmentsin ensuring personnel competency and the adequacy of its safety
systems.

Promoting the Integrity of Pipelines. InS. 2409 (106" Congress), the Clinton
Administration proposed amendmentsto existing law that wereintended to strengthen OPS
authorities regarding pipeline integrity, e.g., the internal structure of a pipeline. That bill
would have directed industry to evaluate risksto pipeline operationsin certain areas, such
as unusudly (eg., environmentally) sendtive areas, and implement an “integrity
management” program to reduce thoserisks. S. 235, as amended, specifiesa similar but
less prescriptive approach than that proposed in S. 2409. The Senate-passed bill would
require the implementation of integrity management plans for interstate pipelines that
traverseenvironmentally sensitiveareasand high density populationareas. Each operator’ s
plan would need to be based on risk andyss and include periodic assessment of the
integrity of the pipeline through various methodsno lessthan every fiveyearsunlesscertain
conditionsaremet. H.R. 144, H.R. 459 and S. 299 also include requirementsfor integrity
management plans. The NTSB maintains it is essential for OPS to mandate and enforce
apipeline integrity inspection program for al operators.** Both industry and OPS have
been working for several years to improve federa regulations regarding integrity
management. Congressional initiatives, if enacted, may add additional requirementsinthis
area.

2 U.S. DOT. RSPA. Pipeline Safety: Qualification of Pipeline Personnel. Federal Register,
August 27, 1999: 46865-46867.

13 NTSB testimony. March 13, 2000.



