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Present law authorizes the commissioner of conservation to levy certain penalties for violations of the pipeline safety
provisions of law. Requires a notice of the violation and an opportunity for a hearing. Authorizes the imposition of a penalty
not to exceed $10,000 per day for each violation with a maximum penalty not to exceed $500,000 for any related series of
violations.

Proposed law increases the maximums to $200,000 per day of violation and a maximum of $2 million for any related series
of violations.

The proposed law will have an indeterminable impact on DNR’s expenditures. DNR uses statutory dedications out of the Oil
and Gas Regulatory Fund for the pipeline safety program and then seeks federal reimbursement for these expenditures. This
measure is anticipated to increase the federal reimbursement by approximately $25,000 and reduce the state contribution by
a like amount. This excess in statutory dedications can be reinvested into the pipeline program for future expenditures or
used by the Office of Conservation for its general operations. However, any potential savings in statutory dedications will not
be known and realized until after the federal reimbursement is finalized which is typically in June.

The proposed legislation will have an indeterminate impact to the Department of Natural Resources revenues, but is
anticipated to result in additional federal revenues. The proposed law raises the maximum daily penalty cap for pipeline
safety violations from $10,000 to $200,000 in order to make the state law consistent with federal law. Over the last five
years (2013-2017), the average penalty assessed by the Office of Conservation was $1,068. Conservation has not assessed
a penalty greater than $10,000 and has indicated it is not anticipating it will assess a penalty greater than $10,000 over the
next five years. However, this legislation provides the ability to assess penalties significantly greater than what is currently
allowed. To the extent Conservation does assess a penalty greater than the current maximum $10,000 penalty, this
legislation would then provide Conservation with additional revenues from these penalties.
The proposed law is anticipated to increase annual federal funds by approximately $25,000 based on current (2017) pipeline
grants, but will depend on the annual grant amount. The federal grants for the pipeline safety program reimburse DNR for
expenses incurred by the agency. This reimbursement is based on the total cost approved by the federal government, the
maximum allocation percentage, and the state agency performance score. The maximum allocation percentage is the
amount the federal government agrees to pay of the total cost. The state agency’s performance score will then reduce this
maximum allocation percentage. Currently, DNR’s score is reduced because the penalty amount ($10,000) in statute is less
than the federal requirement ($200,000). The proposed law’s increase in the maximum penalty cap will improve DNR’s
federal scoring and is anticipated to result in additional federal funding.
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