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November 27, 2024 

Senator Ricky Hill 
Chair, Insurance and Commerce Committee 
1 Capitol Mall, 5th Floor 
Little Rock, AR 72201 

Representative John Maddox 
Chair, Insurance and Commerce Committee 
1 Capitol Mall, 5th Floor 
Little Rock, AR 72201 

Re: Arkansas Public Service Commission Pipeline Investigation Report 

Dear Chairs: 

The Arkansas Public Service Commission appreciates the opportunity to present the following 
investigative report to the Joint Insurance and Commerce Committee, and believes that the report 
fully addresses the questions posed during the October 28, 2024, meeting of the Joint Committee.  
We endeavored to present this information in the most efficient and informative format. 

Please do not hesitate to contact me with any questions. 

Sincerely 

Doyle Webb 
Chairman 

Justin Tate 
Commissioner
(501) 682-5806

Katie Anderson
Commissioner
(501) 682-5806

Doyle Webb 
Chairman

(501) 682-5806

EXHIBIT E

Kristen Washington
Cross-Out
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Arkansas Public Service Commission Pipeline Investigative Report 

Objectives: In a meeting of the Joint Insurance and Commerce Committees (Committee) of the 

Arkansas General Assembly on October 28, 2024, the need for a fact-finding and analysis became 

apparent, and the Committee affirmatively voted on a motion directing the Arkansas Public Service 

Commission (APSC) to produce a report back to the Committee by the end of November.  The 

APSC has undertaken steps internally to gather information to help inform decisions.  The 

following questions guided the APSC’s review: 

1. Has the APSC found any concern with its Pipeline Safety Office oversight of

CenterPoint Arkansas or Summit?

2. Does any evidence readily available to the APSC through previous and current dockets

suggest that CenterPoint Arkansas, the former owner of the largest natural gas utility

in the state, acted in noncompliance with its maintenance efforts concerning its pipeline

infrastructure?

3. Does any evidence in Summit Arkansas’s (Summit) rate case APSC Docket No. 23-

079-U, or other information readily available to the APSC, suggest that Summit, now

the owner of the assets formerly owned by CenterPoint Arkansas, acted in

noncompliance with maintenance efforts concerning pipeline infrastructure?

4. Does any evidence in Summit’s rate case, or other information readily available to the

APSC, suggest that Summit over-invested in its pipeline infrastructure?

5. Does any evidence in Summit’s rate case, or other information readily available to the

APSC, suggest that Summit overpaid for the assets purchased from CenterPoint

Arkansas?
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Findings: 

1. The APSC does not find deficiencies in its Pipeline Safety Office’s oversight of

CenterPoint Arkansas and Summit, and instead finds that its Pipeline Safety Office has

gone above and beyond in its charge to regulate the safety of gas pipelines in Arkansas.

2. The APSC has not found evidence, neither in its dockets nor in other readily available

information, that CenterPoint Arkansas was noncompliant in its maintenance of its

pipeline infrastructure.

3. The APSC has not found evidence, neither in its dockets nor in other readily available

information, that Summit has been and/or is noncompliant in its maintenance of its

pipeline infrastructure.

4. The APSC has not found evidence, neither in its dockets nor in other readily available

information, that Summit over-invested in its pipeline infrastructure.

5. The APSC has determined that whether or not Summit overpaid for the assets

purchased from CenterPoint Arkansas, that Summit shall not be able to recover any

“goodwill” in excess of book value from Arkansas ratepayers.

Background: 

The APSC’s Pipeline Safety Office regulates the safety of gas pipelines for intrastate natural gas 

operators in Arkansas.  Pipeline safety laws fall under federal authority in Title 49, United States 

Code.  Chapter 601 of Title 49 establishes the framework for promoting pipeline safety via federal 

authority for regulation of interstate pipeline facilities and federal delegation to the states for all or 

part of the responsibility for intrastate pipeline facilities under an annual certification or agreement. 

The Arkansas Natural Gas Pipeline Safety Act, Ark. Code Ann. §23-15-201 et seq., empowers the 

APSC to obtain a certification with the federal government to regulate gas pipeline safety of 
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intrastate natural gas operators.  The APSC’s Pipeline Safety Office enforces pipeline safety rules 

contained in the Arkansas Gas Pipeline Code and the Federal Pipeline Safety Regulations Parts 

190 to 199. 

The Pipeline Safety Office enforces pipeline safety rules by inspecting four natural gas distribution 

utilities, twenty-six intrastate natural gas operators, and 163 master meter gas systems for operating 

safety, gas leakage, and the control of corrosion.  The inspections ensure that gas operators comply 

with the Arkansas Gase Pipeline Code.  The Pipeline Safety Office is responsible for 1,761 miles 

of intrastate gas transmission and gathering pipelines, 20,352 miles of gas distribution mains, and 

676,413 individual gas service lines.1 

The Pipeline Safety Office works closely with the Federal Office of Pipeline Safety.  Each year, 

the Federal Office of Pipeline Safety, through its Pipeline and Hazardous Materials Safety 

Administration (PHMSA), evaluates the Pipeline Safety Office for compliance with federal 

certification requirements, and the APSC’s Pipeline Safety Office consistently receives high 

evaluations from the Federal office. 

PHMSA requires that natural gas pipeline operators establish integrity management programs, 

such as a Transmission Integrity Management Program (TIMP) and a Distribution Integrity 

Management Program (DIMP).  These programs are regulatory frameworks which require pipeline 

operators to identify, assess, and mitigate potential risks associated with their transmission and 

distribution lines, respectively, aiming to ensure safety and prevent incidents.  While operators are 

required to implement these integrity management plans, each individual operator sets the detailed 

procedures for its integrity management plan(s), within a framework established by PHMSA, to 

1 See Attachment 1 for Pipeline Safety Office Operation and Inspection Plan for details on the inspection process and 
procedure. 
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inspect pipelines, identify threats, and repair and replace pipelines.  Operators must submit 

performance measure reports annually to PHMSA. 

Analysis: 

1. During the course of this review, the Pipeline Safety Office provided extensive

operating policies and procedures which it follows for inspection and citation of

possible violations.  The Pipeline Safety Office keeps records of all inspections, which

include both onsite physical inspection and records inspection of utilities and other gas

pipeline operators.  When asked to produce records regarding CenterPoint Arkansas

and Summit, the Pipeline Safety Office readily provided documents.  The APSC has

found that its Pipeline Safety Office operated at a highly competent level during its

regulation of CenterPoint Arkansas, including the sale of assets from CenterPoint

Arkansas to Summit, and that the Pipeline Safety Office continues to operate at that

level today.

2. From 2016 to 2021, the last five years during which CenterPoint Arkansas owned its

Arkansas assets, the APSC Pipeline Safety Office conducted 133 inspections of

CenterPoint Arkansas’s pipelines and records.  In accordance with its then-current

TIMP and DIMP, CenterPoint Arkansas replaced nearly 468 miles of pipeline between

2016 and 2021.  Some of these replaced miles included updating from iron pipes to

plastic.  In its recent rate case, Summit testified that CenterPoint Arkansas underwent

audits for TIMP in 2016 and DIMP in 2019, before Summit acquired these assets.2

3. As part of Summit’s recent rate case, Summit filed testimony explaining that the

PHMSA Mega Rule, a comprehensive and sweeping set of pipeline regulations which

2 See Direct Testimony of Vernon McNully (Doc. #25) in APSC Docket No. 23-079-U. 
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first went into effect in 2020, is a major overhaul of natural gas pipeline regulations.  

Summit testified that the Mega Rule was implemented in three parts, with the first part 

focusing on material verification, assessment expansion, and record keeping; the 

second part focusing on integrity management, corrosion control, and inspection 

requirements; and the third part expanding PHMSA’s jurisdiction over onshore 

gathering lines.  Capital investment dedicated to improvement of Summit’s pipeline 

infrastructure represents 62 percent of Summit’s total capital investment for the year 

2023. 

Summit testified that its TIMP and DIMP are reviewed at least annually, with the 

possibility of more frequent reviews based on the identification of new threats or 

changes to existing ones.  Summit’s TIMP and DIMP are both reviewed by the APSC’s 

Pipeline Safety Office, and Summit used the previously-reviewed TIMP and DIMP of 

CenterPoint Arkansas to help formulate its own TIMP and DIMP.  Summit uses 

continued analysis of assets through its integrity management plans to effectively 

identify and target replacement areas.  They noted in testimony that system behavior 

analysis and risk evaluation tools are used to address the risks associated with which 

assets are targeted for replacement, and that ongoing analysis may lead to further 

replacement or mitigation.3  From 2022 to present, the Pipeline Safety Office has 

conducted 82 inspections of Summit’s pipelines and records. 

4. Summit testified that it increased its replacement activity in recent years due to the

significant number of facilities installed in the 1960’s and earlier that have surpassed

50 years of age and have reached the end of their useful lives.  In 2022 and 2023,

Summit replaced a total of 53.33 plastic pipeline miles, in accordance with its TIMP

3 Id. 
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and DIMP.  Additionally, the Mega Rule, as mentioned above, tripled the miles of 

transmission pipe which require assessment resulting in an impact to costs.4  Since 

2021, as a comparison, Summit has seen less growth in its gross plant5 compared to 

other gas utilities in Arkansas. 

5. As part of the APSC’s ruling in Docket No. 21-060-U, which approved the sale of

CenterPoint Arkansas’ Arkansas assets to Summit, Summit was prohibited from

directly or indirectly seeking recovery of any acquisition premium6 associated with the

transaction, and could not include any such acquisition premium in its capital structure

for regulatory or ratemaking purposes.7  As such, Summit testified in the present rate

case that it was required to remove the debt and equity associated with the acquisition

premium, or “goodwill,” that was acquired as part of the acquisition in January of 2022,

and that it conservatively assumed in its adjustments that the goodwill acquired as part

of the acquisition was financed with 37.5 percent debt and 62.5 percent equity.8

Next Steps: 

In the requirements laid out by the APSC in its recent Order No. 12, the APSC directed Summit to 

continue filing quarterly reports until the time when Summit files a future rate case.  In addition to 

the quarterly reports Summit must file per this order, the APSC’s Pipeline Safety Office will 

continue to inspect and monitor Summit, just like any other utility or operator within APSC 

jurisdiction, and the Pipeline Safety Office will continue to ensure that Summit maintains 

compliance of its pipeline infrastructure. 

4 Id. 
5 Gross plant refers to the book value cost of in-service infrastructure. 
6 Acquisition premium refers to the amount paid for the assets above the book value. 
7 See Joint Motion to Approve Settlement Agreement and to Waive Hearing (Doc. #126) in APSC Docket No. 21-
060-U. 
8 See Direct Testimony of Craig Root (Doc. #31) in APSC Docket No. 23-079-U. 
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