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NOTICE IS HEREBY GIVEN pursuant to Government Code, section 11346.6 that the 
California Department of Forestry and Fire Protection – Office of the State Fire Marshal 
(“OSFM”) proposes to adopt and add regulations implementing Title 19, Division 1, 
Chapter 14, Article 7 of the California Code of Regulations, the Requirements For New Or 
Replacement Pipeline Near Environmentally and Ecologically Sensitive Areas In The 
Coastal Zone (EESA Regulations), to reflect recently enacted statutory requirements.  This 
action consists of the adoption of a new article and sections of the California Code of 
Regulations as described below. 
 
The text of the proposed adoptions, the initial statement of reasons and related rulemaking 
documents are available on the Office of the State Fire Marshal’s website at: 
http://osfm.fire.ca.gov/codedevelopment/codedevelopment_title19development.   
 
STATUTORY AUTHORITY 
The Elder California Pipeline Safety Act, California Government Code sections 51010 et 
seq., delegates exclusive authority to the OSFM to regulate intrastate hazardous liquid 
pipelines and to implement the State’s responsibilities under the federal Hazardous Liquid 
Pipeline Safety Act, Title 49 of the United States Code sections 60101 et seq.  Included in 
the broader federal authorities, the OSFM may adopt additional or more stringent safety 
standards applicable to intrastate pipelines pursuant to 49 USC 60101, 60104, and 60105.  
Recently enacted California Government Code section 51013.1 directs the OSFM to adopt 
regulations for the use of best available technology on new, replacement, and existing 
intrastate hazardous liquid pipelines.  To adopt regulations as directed by the legislature, 
the OSFM exercised authority pursuant to sections 51013.1, 51010 (exclusive authority to 
regulate hazardous liquid intrastate pipelines), 51011 (adopt regulations consistent with 
federal law), 51013.5 (testing and inspections on new, existing, relocated, or replaced 
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pipelines), 51015 (production of pipeline operator records, procedures, accident reporting, 
design, construction, testing, or operation and maintenance; right to enter, inspect and 
examine records and properties of pipeline operators), 51015.1 (annual inspection of 
pipelines and operators), 51016 (valve spacing study for new, existing, or replacement 
pipelines to limit spillage into metropolitan and environmentally sensitive areas), 51017 
(pipeline information needed for emergency response and program purposes), 51018.6 
(civil penalties), and 51018.8 (compliance orders).  
 
PROPOSED ACTION 
The proposed action will adopt a new article and regulations to reflect legislative 
requirements found in section 51013.1. 
 
Add: Article 7 to Title 19, Division 1, Chapter 14 of the California Code of Regulations 
entitled “Requirements For New Or Replacement Pipeline Near Environmentally and 
Ecologically Sensitive Areas In The Coastal Zone.” 
 
Add: Sections 2100 - 2120 
 
PUBLIC HEARINGS 
Public hearings will be held in Sacramento, Orange County, and Santa Barbara in 
accordance with the requirements set forth in Government Code section 11346.8.  At the 
hearings, any person may present statements or arguments orally or in writing relevant to 
the proposed action described in the Informative Digest.  The OSFM requests but does not 
require that persons who make oral comments at the hearing also submit a written copy of 
their testimony at the hearing.  The hearing details are as follows: 
 
 Orange County/Huntington Beach/Los Angeles 
 
 Date:  February 22, 2019 
 Time:  1:30 – 4:30 
 Location: 2000 Main Street – City Council Chambers 
   Huntington Beach, CA 92648 
 

Santa Barbara 
 
 Date:  March 1, 2019 
 Time:  1:30 – 4:30 
 Location: 105 E. Anapamu St. – Board Meeting Room 4th Floor 
   Santa Barbara, CA 93101 
 

Sacramento 
 
 Date:   April 2, 2019 
 Time:   1:30 – 4:30 
 Location: Natural Resources Agency Auditorium 
   1416 Ninth Street, First Floor  
   Sacramento, CA 95814 
 
WRITTEN COMMENT PERIOD 
Any interested person may submit written comments relevant to the proposed adoptions in 
this action to the Office of the State Fire Marshal. Comments will be accepted for 45 days 
beginning February 15, 2019 and ending April 2, 2019.  The written comment period 



closes at 5:00 p.m. (Pacific Time (“PT”) on April 2, 2019. All written comments received 
by that time will be considered and responded to as part of the compilation of the 
rulemaking file.  Electronic submission of comments is preferred; however, written 
comments may also be delivered or mailed. Written comments should be addressed as 
follows: 
 

• Email:  diane.arend@fire.ca.gov; (include in the subject line of the email 
“Comments - Pipeline Safety-New Technologies, T19, Division 1”), or 

• Mail to: 

CAL FIRE / OFFICE OF THE STATE FIRE MARSHAL 
P.O. Box 944246 

Sacramento, CA  94244-2460 
Attn: Diane Arend, Code Development & Analysis 

 
Hand delivery to: 
 

CAL FIRE / OFFICE OF THE STATE FIRE MARSHAL 
2251 Harvard Street, 4th Floor 

Sacramento, CA 95815 
Attn: Diane Arend, Code Development & Analysis 

8:00 a.m to 5:00 p.m 
 
 
Please note that under the California Public Records Act (Gov. Code section 6250, et 
seq.), written and oral comments, attachments, and associated contact information (e.g., 
address, phone, email, etc.) become part of the public records and can be released to the 
public upon request. 
 
Pursuant to Government Code section 11346.9, the OSFM shall respond to comments 
submitted during the comment period containing objections and/or recommendations 
specifically directed at the OSFM’s proposed action or to the procedures followed by the 
agency in proposing or adopting the action. 
 
AUTHORITY AND REFERENCE 
These regulations are submitted to the OSFM’s authority under California Government 
Code Sections 51010, 51011, 51013.1, 51013.5, 51015, 51015.1, 51016, 51017, 51018.6, 
and 51018.8, and authority found in Title 49 of the United States Code Sections 49 USC 
60101, 60104, and 60105. 
 
INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW 
This rulemaking action implements, interprets, clarifies and/or makes specific section 
51013.1 of the Government Code. 
 
The Elder California Pipeline Safety Act (Government Code §51010, et seq.) requires 
pipeline operators to comply with minimum federal standards and additional more stringent 
State standards to ensure the safe operation of intrastate hazardous liquid pipelines. 
 
Summary of Existing Laws: 
Government Code section 51013.1 was enacted in response to an interstate hazardous 
liquid spill resulting from a pipeline near Refugio Beach in Santa Barbara County.  Oil from 
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that release entered the Pacific Ocean and caused extensive environmental damage.  At 
that time, the pipeline was not subject to OSFM jurisdiction but highlighted the importance 
of protecting California’s vital natural resources.  Section 51013.1 imposed more stringent 
standards on intrastate pipelines and directed the OSFM to adopt regulations that would 
require new, replacement, and existing intrastate pipelines to install or retrofit pipelines 
near environmentally and ecologically sensitive areas in the coastal zone to use best 
available technology.  Similar to existing regulatory authority, the OSFM must review 
information and data submitted by operators to make a compliance determination with the 
proposed regulations.  
 
Summary of Proposed Regulations 
The OSFM is proposing to add California Code of Regulations, Title 19, Division 1, 
Chapter 14, Article 7, The proposed regulations build on the minimum PHMSA 
requirements.  The more stringent safety standards that California is proposing are 
designed to address the environmental protection needs of California’s uniquely situated 
resources.  To achieve this goal, the proposed regulations will require pipeline operators 
to: identify pipelines subject to the proposed regulations, submit risk analysis evaluating 
spill volumes and dispersion that could impact environmentally and ecologically sensitive 
areas, propose use of best available technology to reduce spill volumes, and are subject to 
review and approval by the OSFM.  Operators must implement retrofit to existing pipelines 
with best available technology in a specified time frame.  Following implementation, 
operators are required to review and update risk analyses on a set schedule in the future 
to ensure that technologies on the pipeline continue to limit the consequences of a release 
and take account for migration, movement, and discovery of important natural resources.  
The effect the proposed regulations will have is continued protection of environmentally 
and ecologically sensitive areas now and in the future. 
 
Summary of Effect 
In drafting the proposed regulations, the Office of the State Fire Marshal recognized the 
significant legislative policy objective of protecting environmentally and ecologically 
sensitive areas.  Because the proposed regulations are intended to identify requirements 
that combine pipeline operations with environmental protection, the OSFM invited 
stakeholders, including operators, non-governmental organizations, and State and local 
agencies to identify provisions that would assist in achieving compliance under the new 
law.  Many of the provisions in the proposed regulations were suggested by those 
stakeholders.  In inviting stakeholder input the OSFM specifically solicited comments 
directed at development of regulatory language that will protect environmentally and 
ecologically sensitive areas, consider economic impacts to the regulated community, and 
remain consistent with the Elder Pipeline Safety Act and other adopted State policies.  
 
Objective and Anticipated Benefits of the Proposed Regulations 
The primary objective of the proposed regulations is to protect environmentally and 
ecologically sensitive areas and state waters and wildlife.  Government Code section 
51013.1 achieves this objective by reducing the volume of hazardous liquid released in the 
event of a spill using best available technology.   
 
The proposed regulations identified for adoption during this rulemaking process include 
approximately twenty (20) new sections.  Those sections are intended to reduce the 
amount of oil released in an oil spill to more effectively protect environmentally and 
ecologically sensitive areas and state waters and wildlife when compared to existing law.  
There is no guarantee another spill will not occur.  However, the proposed regulations 
should reduce the consequences of a release and corresponding negative environmental 



and economic impacts if a spill occurs.  Anticipated benefits include, continued access to 
coastal activities following a spill, fewer injury or death of species and habitat in California’s 
coastal areas, reduced response costs on State, Federal, and local agencies freeing up 
resources for other beneficial purposes, lesser impacts on ocean fisheries, stability to 
energy infrastructure, and the avoidance of potential costs to responsible parties, among 
others. 
 
Comparable Federal Regulations or Statute: 
The proposed action does not duplicate or conflict with any federal regulations or statutes.   
 
Evaluation of Inconsistency/Incompatibility with Existing State Regulations: 
The OSFM has evaluated the proposed regulations and found that they are not 
inconsistent or incompatible with existing State and federal regulations. 
The OSFM regulates the safety of intrastate hazardous liquid pipelines through 
certification from the United States Department of Transportation - Pipeline and 
Hazardous Materials Safety Administration (PHMSA), as required by the Hazardous Liquid 
Pipeline Safety Act of 1979, 49 U.S.C. sections 60101 et seq. and associated regulations 
found in 49 C.F.R. 195 et seq.  The PHMSA certification requires the OSFM to conduct 
various inspections on each intrastate hazardous liquid pipeline operator and their 
pipelines at varying time intervals.  In broad terms, the PHMSA requirements contained in 
Federal statute and regulations set the minimum regulatory requirements on hazardous 
liquid pipeline operators.  These minimum standards include evaluating valve placement, 
testing, operational procedures, and identifying areas that are more sensitive to the 
consequences of spills.  Any state, including California, that maintains a certification from 
PHMSA may impose additional more stringent safety requirements on hazardous liquid 
pipeline operators pursuant to 49 U.S.C. 60104. 
 
Forms and Documents Incorporated by Reference: 
The following documents or forms are incorporated by reference for this rulemaking: 
 

1. Form PSD-103: Notice of Intrastate Hazardous Liquid Pipeline Construction 
(July 1, 2017) 

2. American Petroleum Institute Recommended Practice 1130, “Computational 
Pipeline Monitoring for Liquids” (First Edition, September 2007, Reaffirmed 
April 2012). 

3. American Petroleum Institute Recommended Practice 1175, “Pipeline Leak 
Detection – Program Management” (First Edition, December 2015). 

 
OTHER MATTERS PRESCRIBED BY STATUTE APPLICABLE TO THE AGENCY OR 
ANY SPECIFIC REGULATION OR CLASS OF REGULATIONS 
There are no other matters prescribed by statute applicable to the OSFM, or to any 
specific regulation.  There are no other matters to identify.  
 
DISCLOSURES REGARDING THE PROPOSED ACTION 
The OSFM has made the following initial determinations concerning the adoption of the 
proposed EESA Regulations: 
 

Mandates on Local Agencies and School Districts 
 
The OSFM has initially determined that the adoption of the proposed EESA Regulations 
will not impose a mandate on local agencies or school districts requiring reimbursement 
pursuant to Government Code section 17500 et seq. because the OSFM is implementing 



legislation based on State and federal laws affecting pipeline operators, not local agencies 
or school districts.  Local agencies may incur costs secondarily when pipeline operators 
undertake actions to comply with the proposed EESA Regulations through permitting 
related activities.  Those permitting costs are recovered by local agencies through fees 
paid by pipeline operators. Such secondary costs are not the result of a new program or 
higher level of service within the meaning of Article XIII.B, Section 6 of the California 
Constitution.   
 

Costs or Savings to Local Agencies And School Districts, State Agencies, Or 
Federal Funding To The State Of California 

 
The development and implementation of the proposed EESA Regulations (along with 
other newly enacted statutory requirements) was anticipated to result in increased 
inspections and number of inspectors needed, research related to best available 
technologies, automatic shutoff systems, leak detection technology, and review of risk 
assessments.  The OSFM estimated an increased cost of $1.137 million related to these 
new obligations for fiscal year (FY) 2016-2017.  An increase in on-going costs associated 
with these obligations was estimated at an additional $755,000 for FY 2017-2018, 
$707,000 for FY 2018-2019, $652,000 for FY 2019-2020, and $594,000 for FY 2020-2021.  
All the above costs were covered through an approved budget change proposal submitted 
to the Legislature in April of 2016.   
 
The OSFM’s Pipeline Safety Division is partially funded by federal grant funding 
administered by the Pipeline and Hazardous Materials Safety Administration (PHMSA) 
within the United States Department of Transportation.  Over the past 10 years, federal 
grant funding has covered 50 percent of the Pipeline Safety Division’s qualified 
expenditures.  The OSFM has maintained communications with PHMSA regarding the 
expanding role of the Pipeline Safety Division and its staff and does not anticipate a 
change in the percentage of grant funding allocated in the future.    
 
Pursuant to Government Code sections 51019 and 51019.05 the OSFM has regulatory 
authority to adjust fees assessed on pipeline operators in the State to cover costs 
associated with administering its regulatory duties.  The OSFM monitors these costs and 
will initiate rulemaking to cover increased costs as needed going forward. 
 
No reimbursable costs or savings under Part 7 (commencing with Section 17500) of 
Division 4 of the Government Code are estimated to local agencies or school districts, no 
nondiscretionary costs or savings to local agencies or school districts, and no costs or 
savings in federal funding to the State will result from the proposed action.   
 
It is anticipated that some indirect cost impacts to other State agencies may occur 
following implementation of the regulations, though no requirements are directly imposed 
on other State agencies.  If pipeline operators utilize resources within other agencies to 
seek compliance with the proposed regulations, there will be an indirect cost impact. 
However, any indirect costs imposed on a State agency, if any, are to small to quantify. 
 

Significant Effect on Housing Costs 
 
The OSFM has determined that the proposed regulation will not have a significant effect 
on housing costs. 
 

Significant Statewide Adverse Economic Impacts on Business 



 
The OSFM has initially determined that the proposed action will not have a significant, 
statewide adverse economic impact directly affecting business, including the ability of 
California businesses to compete with businesses in other states.  The factual basis for 
this conclusion is that the proposed regulations interpret and make specific existing 
statutory requirements. The proposed regulations will likely result in some economic 
impact to pipeline operators to conduct studies and potentially install best available 
technologies.  However, these impacts are offset by the numerous benefits of reduced spill 
volumes that should ultimately result in cost savings to pipeline operators and substantial 
benefit to the health, safety, and environment unique to California.  Because the extent of 
costs incurred and costs saved will depend on the individual pipeline designs and 
operational needs, it is not possible to quantify the effects on each pipeline operator 
without reviewing a pipeline risk analysis.  The pipeline risk analyses are required from 
pipeline operators after regulatory adoption, and the OSFM does not possess the 
necessary information at this time to project pipeline specific cost impacts but estimates 
indicate that any impact will not be significant.  Additional information is contained in the 
Standardized Regulatory Impact Assessment.  
 
DECLARATION OF EVIDENCE 
The OSFM has not relied on any other facts, evidence, documents, testimony or other 
evidence to make its initial determination of no statewide adverse economic impact.   
 
STATEMENT OF THE RESULTS OF THE STANDARDIZED REGULATORY IMPACT 
ASSESSMENT 
The OSFM determined that the proposed regulations are major regulations requiring a 
Standardized Regulatory Impact Assessment (SRIA).  Quantitative and qualitative analysis 
of the economic impact of the proposed regulations presented various challenges that 
necessitated assumptions at times to complete the assessment.  The SRIA anticipates the 
proposed regulations will incur additional direct costs on pipeline operators, however those 
costs are expected to be offset by benefits to industry, the public, and California’s natural 
resources. These impacts are thoroughly analyzed in the SRIA.  The Department of 
Finance reviewed and commented on the SRIA.  A summary of those comments and the 
OSFM’s response can be found below and are included in the Initial Statement of 
Reasons.  
 

Statement of the results of the SRIA 
 
The primary quantitative cost attributed to the regulated community is estimated to be 
approximately $220 million spread across the first three years of implementation with only 
nominal costs incurred thereafter.  This estimate is inclusive and likely represents an 
overestimation of actual direct costs that operators could incur on Risk Analyses, leak 
detection systems, automatic shutoff systems, automated valves, remote controlled block 
valves, construction labor, permitting, testing, and training.  Despite the direct costs that 
operators could incur, the impact on the roughly $2.6 trillion Gross State Product is 
expected to be negligible.  A more thorough discussion of SRIA results is provided bellow. 
 
 Creation or elimination of jobs within California 
 
The proposed regulations will have an impact on the creation of jobs in California and are 
estimated to create 1885 industry related jobs over the first three years of implementation.  
Generally speaking, the oil industry is expected to see an initial increase in overall 
employment in year one with approximately 271 jobs created, and larger increases in the 



subsequent two years. The increase in employment is largely related to increased 
consultant positions related to risk analyses and construction industries positions 
necessary to implement and retrofit pipeline projects installing best available technologies. 
 

Creation of new businesses or elimination of existing business within 
California 

 
It is anticipated that the proposed regulations will not significantly impact the creation or 
elimination of businesses in California.  Hazardous liquid pipeline construction and retrofit 
requires personnel to meet regulatory qualifications that could act as a barrier to entry for a 
new business.  Likewise, labor, hardware, and software required to meet compliance 
requirements in the proposed regulations is typically highly specialized and requires 
extensive training. However, due to the anticipated increase in demand for qualified and 
personnel it is likely that some new businesses will enter the industry to support pipeline 
operators in achieving regulatory compliance. 
 
Those businesses that are currently operating in California and employ the specialized 
personnel required may experience growth in overall business. This is tempered by the 
fact that some members of industry indicated that where resources are scarce, operators 
may turn to qualified individuals from out of State to install required Best Available 
Technology (BAT).  Bringing business from out of State may not necessarily have a 
negative impact and could be beneficial because it creates more competition delivering 
economic efficiencies.  

 
The competitive advantages or disadvantages for business currently doing 
business within California 

 
It is unlikely that the proposed regulations will act as a disadvantage to industry in 
California because the intrastate hazardous liquid pipeline industry is captive.  If an outside 
business wishes to enter the California market, it must comply with the regulatory 
requirements, placing industry on even footing.   
 
The proposed regulations may act as an advantage for California industry if pipeline 
operators own interstate pipelines or operate intrastate pipelines in other states throughout 
the Country.  Although it is only preliminary, PHMSA is in the process of drafting 
regulations that may ultimately be similar to the regulations proposed here.  It is possible 
that the proposed PHMSA regulations will require similar evaluation and retrofit of 
pipelines that could impact HCAs for interstate pipelines.  The PHMSA regulations could 
also address requirements on intrastate pipelines outside of California.  California industry 
and operators would be uniquely situated to understand and competitively implement the 
more protective PHMSA requirements when compared to industry outside of California 
because of their prior regulatory experience. This prior experience could place businesses 
in California at a competitive advantage in the national pipeline transportation market. 

 
 The increase or decrease of investment in California 
 
Pipeline operators typically maintain a consistent review, testing, and evaluation of existing 
hardware and systems installed on pipelines.  Upgrades to hardware and systems are 
common place.  These actions lead to continued investment in fixed assets and personnel, 
regardless of the proposed regulations, that operators build in to annual budgets.  The 
proposed regulations anticipate a minimal increase in the overall growth of investment with 
initial expenses by operators on hardware, equipment, and labor that will meet best 



available technology requirements following regulatory adoption.  The increase in 
investment will have a nominal impact on California’s $2.6 trillion annual economy with no 
indication that the proposed regulations will negatively affect investment in California.  
Pipeline operators have stated that they are already planning for additional investment in 
California to meet potential regulatory requirements. 
 
 The incentives for innovation in products, materials, or processes 
 
The proposed regulation is guided by one of the primary purposes of AB 864, using BAT 
to achieve spill volume reduction.  BAT is broadly defined as technology that provides the 
greatest degree of protection by limiting the quantity of release in the event of a spill, 
taking into consideration whether the processes are currently in use and could be 
purchased anywhere in the world.  The universe of possible applications of BAT is broad 
as no single pipeline is the same and no single technology may be BAT for all applications.  
This flexibility affords operators and industry the opportunity to innovate and demonstrate 
combinations of technologies that will best achieve spill volume reduction. It is anticipated 
that operators will meet the BAT requirements through improving, modifying, 
supplementing, adapting, or retrofitting existing products, materials, and processes.  The 
flexibility in achieving compliance will act as a driver of innovation at implementation and 
going forward because the proposed regulations require operators to review installed and 
retrofit BAT every five years.     
 

The benefits of the regulations, including but not limited to, benefits to the 
health, safety, and welfare of California residents, worker safety, and the 
state’s environment and quality of life, among any other benefits identified by 
the agency. 

 
The possible benefits derived from the proposed regulations can broadly be described as 
costs avoided resulting in a benefit conferred.  The potential benefits, both direct and 
indirect, are variable and pipeline specific but on whole California and its residents will 
realize benefits from reduced spill frequency and volumes.  There is no guarantee that 
future spills will not occur. However, the proposed regulations seek to reduce spill 
frequency and volumes that should correspond to benefits to the environment, public 
safety, tourism, coastal businesses, pipeline industry, fisheries, energy supply, and local 
and State government, among others.  Some of the potential benefits are described in 
more detail below: 
 

• Increased protection of state waters and wildlife.  The proposed regulations are 
similar to existing federal regulatory requirements designed to protect 
environmentally sensitive areas.  However, the proposed regulations include 
additional environmental protections by using California’s more expansive definition 
of environmentally and ecologically sensitive areas.  Using the more expansive 
definition of environmentally and ecologically sensitive areas where pipelines must 
consider BAT and environmental impacts from a potential release should result in 
more pipelines installing spill detection and spill limiting technologies.  Thereby 
reducing the harmful effects of a spill and increasing protection of state waters and 
wildlife.     
  

• Mitigation against future releases. Following adoption and implementation of the 
proposed regulations, pipeline operators and the OSFM will continue to review 
pipeline information to ensure BAT is installed on pipelines.  The on-going review 
will allow the proposed regulations to seamlessly incorporate new technologies and 



reassess installed technologies to determine if they still represent BAT.  This 
process should result in a regulatory program that is constantly striving towards 
mitigating future spill frequency and size by incorporating constantly evolving BAT.   

 
• Increased public safety. Spills from hazardous liquid pipelines can impact nearby 

communities and in some cases, may necessitate evacuation due to potential risk 
and health impacts.  Reducing the size and frequency of spills will reduce the 
likelihood and severity of the public being exposed to unsafe conditions. 

 
• Reduction in lost recreational activities. California’s coastal areas are host to parks, 

beaches, campgrounds, and numerous recreational attractions that draw residents 
from all over the State to enjoy the natural resources that make California so 
unique. Residents cannot enjoy these resources when they are closed because of 
a hazardous liquid pipeline release.  The proposed regulations should lead to fewer 
releases and lesser impacts in the event of a release, which will allow residents 
more time to enjoy recreational activities.   

 
• Continuity of revenue to individuals, businesses, and State and local governments.  

California’s coastal areas draw residents and non-residents to enjoy its natural 
beauty.  When people visit these areas they bring significant economic benefits to 
the community through State park fees, food, hotels, and other tourism related 
industries. These industries suffer lost revenue when coastal areas are closed 
following a hazardous liquid pipeline release.  In some instances, the economic 
impacts of a release can lead to lost State and local government revenue from oil 
production and transportation, lost jobs, and corporate bankruptcy.  The proposed 
regulations seek to reduce releases and the resultant harm, which should lead to 
fewer revenue interruptions for industry and the coastal economy.  

 
• Increased reliability in energy infrastructure.  Hazardous liquid pipelines play a 

significant role in distributing energy supplies to facilities for refinement and end 
users.  When a pipeline suffers a significant failure the subsequent regulatory and 
investigatory functions may lead to the pipeline being taken out of service for a 
protracted period of time to ensure its safety before resuming operations.  This 
disruption can lead to challenges in the supply chain and lead to a less reliable 
energy infrastructure.  Fewer pipeline failures and smaller releases should lead to 
increased reliability in the hazardous liquid pipeline infrastructure.    
 
Summary of Department of Finance’s comments on the SRIA and Response 
 

The Department of Finance (DOF) provided comments on the SRIA in a letter dated 
December 27, 2018.  Finance noted that it generally concurs with the methodology used to 
estimate impacts of the proposed regulations, but suggested two areas for further 
discussion. 
 

1. DOF Comment: The regulatory impact on smaller operators should be considered, 
as they may be less able to absorb the costs associated with completing the risk 
assessment and associated upgrades.  Some of the smaller operators may choose 
to go out of business, which may have implications for the state’s interconnected 
system of pipelines. 
 



Department Response: The Office of the State Fire Marshal (OSFM) OSFM 
attempted to assess the regulatory impact on all pipeline operators, including 
smaller pipeline operators, in conducting the SRIA by directly soliciting data 
from all operators in the State.  No meaningful assessment of impact on 
operators, regardless of size, could be drawn from the limited response 
received.  Additional attempts to gather economic impact data were made 
during multiple public workshops but they were equally unsuccessful in 
obtaining any information related to economic impacts to small operators.  The 
OSFM independently conducted additional research and obtained alternative 
sources of economic information.  Based on that information and analysis within 
the SRIA it was determined that no alternative approach identified would lessen 
the economic impact, if any, on small businesses and operators and still allow 
for effective implementation of the legislation and proposed regulations.   
 
Impacts and costs associated with the completing of risk assessment and 
associated upgrades is anticipated to be distributed similarly across small and 
other sized operators consistent with the determinations found in the SRIA.  
Depending on how costs are distributed, some operators may incur higher or 
lower costs based on unique pipeline factors.  Data indicates that operators can 
anticipate a cost increase in the range of 1.6% to 8.8% for a three-year period 
following regulatory implementation with costs returning to pre-regulatory 
adoption in the following years. It is entirely possible that an operator need not 
make any upgrades to their pipeline system when the regulations are 
implemented resulting in no cost impacts for upgrades.  In the event a small 
operator is faced with increased costs they can absorb those costs through rate 
adjustments in the same manner as all operators, by petitioning the Public 
Utilities Commission.  Operators can apply for a rate increase related to 
delivering product through a pipeline every year of approximately 10% with 
larger increases allowed based on a more thorough demonstration of a needed 
increase in rates.  Regulatory compliance costs are considered a basis for a 
rate increase.  Additionally, cost impacts on operators will largely be related to 
material, hardware, plants, and facilities infrastructure that can be depreciated 
over time further reducing cost impacts.    
 
Discussions with members of industry throughout the regulatory development 
process indicate that none of the operators, regardless of size, intend to exit the 
industry due to regulatory compliance requirements proposed in the 
regulations.  However, in the unlikely instance that a small operator chose to 
exit the industry, the OSFM does not anticipate any negative implications for 
the State’s interconnected system of pipelines.  This is because the extensive 
network of pipelines in California would likely allow for other pipelines to deliver 
product.  Alternatively, if an operator recognizes a pipeline as being so 
important that it may have negative implications for the State’s interconnected 
system of pipelines if it were non-operational, that operator would likely make 
necessary improvements and seek rate increases to cover costs because of its 
market power.   
 

2. DOF Comment: Remote sensing and control technology may open up new 
vulnerabilities in pipelines from malicious hackers. Infrastructure sabotage has 
been identified as a serious risk, and risk mitigation plans should take cybersecurity 
into account. 

 



Department Response: The DOF’s concern that remote sensing and control 
technology may open up new vulnerabilities from malicious hackers, infrastructure 
sabotage, and cybersecurity is shared by the regulated community, OSFM, and the 
Nation.  This shared concern, however, is likely outside the scope of the proposed 
regulations and the legislation authorizing regulatory development.  The focus of 
the proposed regulations and legislation is on risk analysis and general pipeline 
safety, not risk mitigation from malicious hackers.  Even so, the risk mitigation 
concerns of DOF and the associated economic impacts are covered in the SRIA.   
 
Risk analyses are focused on addressing known pipeline operations and potential 
spill volume reductions in response to a pipeline failure through implementing best 
available technologies (BAT).  BAT costs and impacts are captured in the SRIA.  
Operators are required to submit risk analyses considering BAT applications to 
reduce spill volume that includes but is not limited to remote operated equipment.  
Robustness of BAT is one of the factors considered when evaluating whether a 
particular piece of equipment or system is actually BAT, which could include 
cybersecurity.  Remote operated equipment of any kind, including BAT, 
incorporates some level of security ranging from encryption to physical operation 
but is dependent upon individual design.  A piece of remotely operated equipment 
that did not account for cybersecurity may not meet the BAT requirement.  The 
impacts and costs associated with remote operated equipment are discussed at 
length in the SRIA therefore any costs associated with risk mitigation, as posed by 
the DOF, are already built in to the analysis. 

 
 
EFFECT ON CALIFORNIA BUSINESS ENTERPRISES AND INDIVIDUALS 
The OSFM assessed the potential for the proposed regulations to adversely affect 
California business enterprises and individuals, including whether it will affect the creation, 
elimination or expansion of businesses, as required by Government Code section 
11346.3.  As discussed above, the proposed regulations are expected to have an impact 
on job creation including employment in construction and retrofit, testing, consulting, and 
vendors of materials and equipment necessary to meet regulatory standards. 
 
The conservative assumptions that were used in the SRIA likely overestimated direct 
costs, at $220 million, and economic impact to output, at $307 million.  These costs would 
be spread across California’s 40 pipeline operators relative to the number of pipelines that 
are captured by the proposed regulations.  Not all operators will incur costs and it is 
possible that some will incur no cost at all.  Because the extent of direct costs imposed, 
and benefit derived, is dependent upon individual pipeline design and location, it is not 
possible to quantify the exact impact of the proposed regulations.  Additional information 
can be found in the Standardized Regulatory Impact Analysis (SRIA). 
 
COST IMPACTS ON A REPRESENTATIVE PERSON OR BUSINESS 
The OSFM is not aware of any direct cost impacts that a representative private person or 
business would incur in reasonable compliance with the proposed action. The proposed 
regulations will impose some direct costs on operators as discussed above.  
 
SMALL BUSINESS DETERMINATION 
California Government Code section 11342.610 excludes “a petroleum producer, a 
natural gas producer, a refiner, or a pipeline” from evaluation consideration as a 
small business. However, the OSFM attempted to assess small business impacts 
and reasonable alternatives that would lessen any adverse impact on small 



business.  A survey was circulated to all pipeline operators in the State requesting 
data that would have assisted in evaluating reasonable alternatives and impacts to 
all businesses, including small businesses.  The OSFM also contacted additional 
sources, conducted independent research, and utilized internal data to assess 
reasonable alternatives and impacts.  It was ultimately determined that no 
reasonable alternative would be equally effective and less burdensome than the 
proposed regulations.  Additionally, the proposed regulations will further the statutory 
mandates and goals of the legislation while still allowing the OSFM to effectively 
regulate the hazardous liquid pipeline industry.  
 
BUSINESS REPORT 
The proposed regulation mandates new reporting and recordkeeping requirements. For 
reporting, pipeline operators generate risk analysis and plans that must be submitted to 
the OSFM as required by the authorizing legislation.  Record keeping and record retention 
schedules are also mandated that specify the types of records and the length of time 
records must be maintained on pipelines governed by the proposed regulations.  The 
record retention schedules are related to documents operators currently maintain or will 
generate as part of the proposed regulations.  The new reporting requirements are 
mandated by the authorizing legislation directing the adoption of regulations, while the 
recordkeeping requirements are an extension of the reporting requirements.  Records 
must be maintained to verify statutory compliance and support conclusions reached in risk 
analyses and plans submitted by pipeline operators.  The reports and recordkeeping 
requirements imposed on pipeline operators are necessary for the health, safety, and 
welfare of the people of the State.  
 
CONSIDERATION OF ALTERNATIVES 
In accordance with subsection (a)(13) of section 11346.5 of the Government 
Code, the OSFM must determine that no reasonable alternative considered by 
the OSFM or that has otherwise been identified and brought to the OSFM’s 
attention would be more effective in carrying out the purpose for which the action 
is proposed, or would be as effective and less burdensome to affected private 
persons than the proposed action, or would be more cost-effective to affected 
private persons and equally effective in implementing the statutory policy or other 
provision of law. 
 
The OSFM considered reasonable alternatives to the proposed action and 
determined that no reasonable alternative would be more effective in carrying out the 
purpose for which the action is proposed or would be as effective as, and less 
burdensome to affected private persons and small businesses than the proposed 
action.  This conclusion is based on the OSFM’s determination that the proposed 
action is necessary to implement recent legislative enactments expanding the 
OSFM’s regulatory authority over intrastate hazardous liquid pipelines.   
 
During pre-rulemaking public workshops and stakeholder meetings the OSFM 
solicited comment on the proposed regulations, possible economic impacts, and 
alternative approaches to achieve the statutory mandate.  The OSFM considered 
the following alternatives based on comments received during those public 
workshops. 
 
Alternative 1: Require Only Automatic Shutoff Valves 
One suggested alternative proposed mandating only a specific type of equipment, 
Automatic Shutoff Valves, be used by operators to achieve best available 



technology requirements.  This requirement would have been mandatory under the 
proposed alternative and was ultimately rejected because the complex nature of 
hazardous liquid pipelines does not lend itself well to a single technology 
addressing the many issues encountered in pipeline operations.  Prescribed 
technology, upon evaluation, would not meet the flexible needs of uniquely 
designed and complicated pipeline systems that by their design require different 
configuration and technology needs. Additionally, future developments in 
technology could render Automatic Shutoff Valves obsolete and outside the scope 
of BAT resulting in the axiomatic situation of operators installing technology that did 
not qualify as best available technology, absent a regulatory or statutory change. 
Also, the need for a risk analysis, a key requirement of the enabling legislation to 
assist in identifying BAT, provide much needed background on pipeline operation, 
information on projected spill reduction, and protection of environmentally and 
ecologically sensitive areas, would likely be rendered superfluous. 
 
Alternative 2: Require All Pipelines Use Real Time Transient Monitoring 
A second alternative was adapted from a suggestion proffered during one of the 
workshops, again requiring prescribed technology, in the form of one specific leak 
detection system across all pipelines in California.  This alternative was seen as 
beyond the scope of the enabling legislation, which emphasized the coastal zone 
connection to environmentally and ecologically sensitive areas.  Although this 
alternative was rejected as too broad, a narrowed down version of the alternative 
was considered.  The alternative evaluated considered the requirement that all 
pipelines located near the coastal zone be equipped with Real Time Transient 
Monitoring leak detection systems.  Similar to Alternative 1 considered above, this 
approach would have eviscerated the need for each pipeline to conduct a risk 
analysis and consider appropriate leak detection systems as best available 
technology on a pipeline specific basis. Additionally, this requirement assumes that 
real time transient monitoring is best available technology for all pipelines.  Even if 
this were the case, future developments in technology could render Real Time 
Transient Monitoring obsolete and outside the scope of BAT resulting in the 
axiomatic situation of operators installing technology that did not qualify as best 
available technology, absent a regulatory or statutory change.  The need for a 
flexible approach and solution to unique pipeline designs, including leak detection 
systems, is paramount to the application of best available technology. 
 
Ultimately both Alternative 1 and Alternative 2 were rejected because prescribed 
technology may not be the best available technology for all pipeline configurations, 
now or in the future.  Reviewing data, conducting risk analyses, and reaching 
determinations on what best available technology is in an applied setting demands 
flexibility in meeting the proposed regulation requirements and the legislation.  
Currently no other regulatory program is in place to ensure pipeline operators use 
best available technologies on intrastate pipelines that could impact environmentally 
and ecologically sensitive areas in the coastal zone.  Furthermore, the alternative of 
no regulatory action would not be in the best interest of the public because the 
health and safety benefits conferred through the legislation cannot be achieved 
absent regulatory action.  Similarly, the reduction in spill volume and resultant 
harm to the environment, coastal resources, and coastal businesses is less 
likely to be achieved if no regulatory action is taken. 
 
 
 



CONTACT PERSONS 
Inquiries regarding the proposed rulemaking action may be directed to: 
 

Diane Arend, Regulations Coordinator 
CAL FIRE / Office of the State Fire Marshal 

2251 Harvard Street, 4th Floor 
Sacramento, CA 95815 
diane.arend@fire.ca.gov 

(916) 568-2917 
 

For substantive or technical questions: 
 

James Hosler, Chief of Pipeline and CUPA Programs 
CAL FIRE / Office of the State Fire Marshal 

3950 Paramount Blvd., Suite 210 
Lakewood, CA 90712 

james.hosler@fire.ca.gov 
(562) 626-0073 

 
Joshua Cleaver, Staff Counsel 

CAL FIRE / Office of the State Fire Marshal 
1416 9th Street 

Sacramento, CA 94244 
joshua.cleaver@fire.ca.gov 

(916) 653-9420 
 
 
AVAILABILITY OF STATEMENT OF REASONS, TEXT OF PROPOSED 
REGULATIONS, AND RULEMAKING FILE 
The OSFM will make the entire rulemaking file available for inspection and copying 
throughout the rulemaking process at its office at the above Sacramento Harvard Street 
address.  As of the date of this notice being published in the Notice Register, the 
rulemaking file consists of this notice, the proposed text of the regulations, the initial 
statement of reasons, and supporting information, including prior drafts of the proposed 
regulatory text.  Copies may be obtained by contacting Diane Arend with the OSFM at the 
addresses and/or phone numbers listed. The two standards incorporated by reference 
(API 1130 and API 1175) are copyrighted but are available for review at our Sacramento 
Harvard Street or Lakewood Offices. 
 
AVAILABILITY OF CHANGED OR MODIFIED TEXT 
Following the hearings and consideration of all timely and relevant comments received, 
the OSFM may adopt the proposed regulations substantially as described in this notice.  If 
the OSFM makes modifications which are sufficiently related to the originally proposed 
text, it will make the modified text (with the changes clearly indicated) available to the 
public for at least 15 days before the OSFM adopts the regulations as revised.  Requests 
for copies of any modified regulations should be directed to Diane Arend at the address 
listed above following publication of the modified text.  If the OSFM modifies the originally 
proposed text, the OSFM will accept written comments on the modified regulations for 15 
days after the date on which the modifications are made available. 
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AVAILABILITY OF THE FINAL STATEMENT OF REASONS 
Upon its completion, copies of the final Statement of Reasons may be obtained by 
contacting Diane Arend at the above address and telephone number or by accessing the 
website listed below.  
 
AVAILABILITY OF DOCUMENTS ON THE INTERNET 
Copies of this Notice of the Proposed Rulemaking (“NOPR”), the initial statement of 
reasons (“ISOR”), the text of the proposed regulations (“ET”) and any other materials or 
documents concerning this rulemaking can be accessed through the following web 
address: http://osfm.fire.ca.gov/codedevelopment/codedevelopment_title19development.  
 
PLAIN ENGLISH DETERMINATION AND AVAILABLITY OF TEXT 
The proposed EESA Regulations were prepared pursuant to the standard of clarity 
provided in Government Code section 11349 and the plain English requirements of 
Government Code section 11342.580 and 11346.2(a)(1).  The proposed regulations were 
written to be easily understood by the parties that will use them. 
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