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Proposed law creates a voluntary pre-litigation process by which a surface owner and operator of an oilfield or exploration and production
site may jointly request a certificate of compliance from the Department of Conservation and Energy (C&E). The process includes
submission of notice, a defined review period during which the department evaluates the site and may conduct inspections, and issuance
of either a certificate of compliance or a report of noncompliance with a corrective action period. Proposed law provides that issuance of a
certificate of compliance establishes a rebuttable presumption that the site is in compliance with applicable environmental laws and
standards, forecloses certain environmental and property damage claims and governmental enforcement actions for conditions existing
prior to certification, and may be asserted as an affirmative defense in subsequent litigation. Proposed law further authorizes C&E to
establish fees, provides for confidentiality of materials during the evaluation and corrective action process, allows for voluntary waiver of
certain remediation standards by the surface owner, and establishes exclusive venue in the 19th Judicial District Court for related actions.

Effective upon signature of the governor.

The Department of Conservation and Energy (C&E) reports that proposed law may result in an indeterminable increase in
expenditures associated with administering the certificate of compliance process, including site evaluations, inspections, and
review of submitted data. C&E reports that expenditures will be contingent upon the number of certificate of compliance
requests received, site size, and the scope of review required for each location. C&E anticipates establishing fee structures
sufficient to cover associated costs; however, the voluntary nature of the program creates uncertainty in participation levels,
which may limit their ability to accurately determine initial fee rates and could result in early collections being insufficient to
fully offset expenditures. *Note: The Department of Environmental Quality (DEQ) initially indicated that of the existing
oilfield sites and exploration and production sites, there are currently 555 facilities subject to radiation licensing, 439
locations with water permits, and 2,575 locations with air permits that may be subject to the voluntary certification program.

C&E reports that during the rulemaking and implementation period (estimated at 6-12 months), SGF may be required to
support program costs until fee collections begin. C&E anticipates travel costs, including overnight travel, for site
inspections, though they were unable to quantify whether additional staffing may be required without knowing the activity
level generated under the provisions of proposed law. The LFO cannot corroborate nor refute the need for additional SGF
associated with the implementation period, although the LFO anticipates that costs associated with rulemaking can be
absorbed within the departments current budget authority.

Proposed law will result in an indeterminable increase in revenue for C&E from the collection of fees associated with the
evaluation, inspection, and certification process. The amount of revenue generated will depend on the number of
applications submitted and the fee schedule established by each department. C&E reports that they will develop a fee
structure that ensures costs are adequately covered, although participation levels are indeterminable, as the certification is a
voluntary process. C&E reports that the MOF will depend on how the program is established (the LFO has designated
revenue as SGR for purposes of this note, subject to further clarification). C&E additionally reports a 6-12 month delay in
revenues associated with the implementation period of the program, which may require SGF capitalization to implement.

NOTE: As the program is voluntary in nature, the exact timing and amount of revenues in any given fiscal year is unknown.
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