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The Department of Natural Resources (DNR) anticipates an increase in expenditures due to changes in the U.S. Department
of Transportation’s Office of Pipeline Safety inspection formula and requirements for states participating in the pipeline safety
program, which take effect in CY 17. DNR estimates that the changes will increase required inspection day requirements from
782 days to 1,900 days. In order to provide for the additional inspection days, DNR anticipates adding additional T.O.
positions and associated operating expenses over the next three fiscal years. To the extent that DNR fails to make the
necessary staff and inspection adjustments, DNR asserts that this program risks losing federal certification and federal
reimbursement, which would lead to the program not being able to sufficiently provide for pipeline safety inspections.

Proposed law increases three fees on pipeline inspections to meet the work needs associated with new federal requirements.

Present law provides for an annual pipeline inspection fee of no more than $22.40 per mile, $400 per pipeline facility, or
whichever is greater. Proposed law changes the pipeline inspection fee to $1 per service mile, but retains the $400 per
pipeline facility and “or whichever is greater” provision. Proposed law provides an annual safety inspection fee not to exceed
$44.80 per mile of pipeline used in a jurisdictional gas pipeline system, $800 per pipeline facility, or whichever is greater.
Proposed law changes the annual inspection fee on hazardous liquid pipelines from not to exceed $22.40 per mile of pipeline
or $400 per pipeline facility, or whichever is greater in present law to not to exceed $44.80 per mile or $800 per pipeline
facility, or whichever is greater.

Proposed law increases fees deposited as revenues into the Statutory Dedication-Oil and Gas Regulatory Fund by $520,000
per year. The fees would be assessed beginning in FY 2016, and would be collected in FY 2017. DNR anticipates federal
reimbursement of between 75-80% of program costs, which constitute an additional source of revenue to the extent that the
department qualifies for and collects it. Federal match dollars are drawn in the year following state expenditure.
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