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OIL AND GAS TAX REVENUES
How the Oil Industry and Region Benefit and Support the State



OIL AND GAS TAX REVENUE STUDY

Supporting Organizations
• North Dakota Petroleum Council

• Promote and enhance the discovery, development, production, transportation, 
refining, conservation, and marketing of oil and gas in North Dakota, South 
Dakota, and the Rocky Mountain region; to promote opportunities for open 
discussion, lawful interchange of information, and education concerning the 
petroleum industry; to monitor and influence legislative and regulatory activities 
on the state and national level; and to accumulate and disseminate information 
concerning the petroleum industry to foster the best interests of the public and 
industry.

• Western Dakota Energy Association
• Supports sustainable energy development and responsible revenue sharing for its 

members, and promotes the greater good of North Dakota.
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OIL AND GAS TAX REVENUE STUDY

Purpose
To review the extraction and gross production tax 
collections by the State of North Dakota from fiscal year 
2008 to 2021.

To highlight the benefits the citizens and political 
subdivisions have received through state distributions of 
those taxes.

To detail where and how the funding has been used 
through the various funds and distributions authorized by 
the legislature.



OIL AND GAS TAX DESCRIPTIONS
Extraction Tax

• The gross value of oil production at the well, less any part which is 
specifically exempt.

• History
• The oil extraction tax became effective January 1, 1981, as a result of an initiated 

measure passed by the voters of North Dakota at a tax rate of 6.5%.
• Multiple incentives and triggers passed between 1987 and 2015.
• Multiple changes to the distribution of funds

• 1981 = 30% State General Fund, 60% Schools, 10% Resource Trust Fund
• 1997 = 60% State General Fund, 20% Schools, 10% Resource Trust Fund
• 2011 = 30% General Fund, 30% Legacy Fund, 20% Schools, 20% Resource Trust Fund

• Rate
• January 1, 1981 = 6.5%
• January 1, 2016 = 5.0%
• June 1, 2022 = 6.0%*

*Rate changed to 6% due to price trigger ($94.69) on 6/1/2022. Reverts to 5% if price is below trigger for 3 months



OIL AND GAS TAX DESCRIPTIONS

Gross Production Tax
• Gross value of oil production at the well, less any part which is 

specifically exempt, is taxed in lieu of property taxes on the oil and gas 
producing properties. Gas production is taxed on a volume basis at a 
rate determined by the movement of a fuels cost index.

• History
• Introduced in the 1953 Legislative Session after the discovery of oil and the 

expansion of the oil and gas activity in North Dakota.
• Multiple changes to the distribution of funds

State General Fund Oil Producing Political Subdivisions
Oil and Gas Research Fund Oil and Gas Impact Grant Fund
Outdoor Heritage Fund Legacy Fund

• Rates
• July 1, 1953 = 4.25%
• July 1, 1957 = 5.0%



Constitutional Funds
Legacy Fund

Resources Trust Fund

Common Schools

Foundation Aid

In Lieu of Property Tax
Hub Cities and School

Counties, Cities, Schools, Townships

Impact Grant Funds

State Funds
Conservation Grant Fund

Renewable Energy Development Fund

Oil and Gas Research Fund

Abandoned Well and Reclamation Fund

Outdoor Heritage Fund

General Fund

Tax Relief Fund

Budget Stabilization Fund

Lignite Research Fund

Strategic Investment and Improvement 

Fund

OIL AND GAS TAX FUNDING



OIL AND GAS TAX – EXTRACTION

Extraction 
Tax

20%
Resources Trust

30%
Legacy Fund

10%
Foundation Aid

10%
Common School

30%
State Funds

State Funds
• General Fund
• Tax Relief
• Budget 

Stabilization
• Lignite Research
• SIIF

0.5% or $200,000
Conservation Grant 

Fund

3.0% or $3,000,000
Renewable Energy 
Development Fund

2.0% or $10,000,000
Oil and Gas 

Research Fund



OIL AND GAS TAX – GROSS PRODUCTION

Gross 
Production 

Tax

30%
Legacy Fund

1/5 Tax Revenue

4/5 Tax Revenue

• Hub Cities
• Hub Schools
• School Hold Even
• Impact Grant Fund
• Abandoned Well and 

Reclamation Fund
• Outdoor Heritage Fund

$0 - $5,000,000
100% Local

$5,000,000 +
30% Local
70% State

State Funds
• General Fund
• Tax Relief
• Budget Stabilization
• Lignite Research
• SIIF



GPT
History 
Basics

2011 
Session

Increased caps of GPT funding of local political subs (LPS) to 
$5.35 million

2013 
Session

Changed allocation formula
100% to LPS increased from $2 million to $5 million
Split distribution between LPS into under/over $5 million tiers
Over $5 million 75/25 split state/LPS
60/20/5/3/3/9 (County/City/School/Township/Township/Hub City)

Hub Cities created and defined % split of funds

2015 
Session

Increased LPS share from 25% to 30% over $5 million

Hub Cities definition changed to used “oil and gas related” 
employment

Fixed dollar amount based on employment %
Non-oil Hub Cities created with new definition



GPT
History 
Basics

2017 
Session

Hub City definition changed to “mining” employment
Eliminated non-oil Hub Cities

Changed allocation formula
60/20/5/4/9/2 (County/City/School/Township/Hub City/Hub City 
Schools)

Removal of “Sunset” clause on the GPT percentage split

2019 
Session

Operation Prairie Dog – provided funding for non-oil from state 
buckets

NOTE – Did not “take” funding from GPT distributions of oil LPS

Hub City and Hub City Schools “Funding Pools” created

Removal of “Sunset” clause that had been in place on Hub City
2021 
Session



OIL AND GAS TAX INDUSTRY ACTIVITY
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OIL AND GAS TAX INDUSTRY ACTIVITY
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OIL AND GAS TAX COLLECTIONS

ND Tax Department Biennial Report * Preliminary reported numbers 
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ND Tax Department Biennial Report * Preliminary reported numbers 
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OIL AND GAS TAX COLLECTIONS

ND Tax Department Biennial Report * Preliminary reported numbers 
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TOTAL STATE TAX COLLECTIONS BY TYPE

ND Tax Department Biennial Report * Preliminary reported numbers 
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OIL AND GAS TAX DISTRIBUTIONS FY 2008-2021

* Preliminary reported numbers 

Impact Grant
2%

Foundation Aid
4%

Common 
Schools

4%

Three 
Affiliated 

Tribes
8%

Tax Relief
6%

General Fund
9%

Resources Trust
9%

Local
12%

SIIF
17%

Legacy Fund
27%

Other*
2%

Impact Grant $454,427,198 
Foundation Aid $1,112,762,099 
Common Schools $1,112,762,099 

Three Affiliated 
Tribes $2,130,082,493 
Tax Relief $1,583,580,000 
General Fund $2,242,000,000 
Resources Trust $2,226,060,451 
Local $3,232,820,939 
SIIF $4,520,415,100 
Legacy Fund $6,894,063,193 
Other* $453,962,239 
TOTAL $25,962,935,811 



OIL AND GAS TAX SURGE BILL – 2015 FY

RECIPTIANT TOTAL
HUB CITIES $   172,000,000

OIL COUNTIES $   240,000,000

OIL COUNTY CITIES $   100,000,000

NON OIL TOWNSHIPS $     16,000,000

BOUNDARY CITIES $     10,000,000

COUNTIES $   112,000,000

NDDOT $    450,000,000

TOTAL $  1,100,000,000



OIL & GAS TAX COLLECTIONS & DISTRIBUTIONS

2018 – 2018*



OIL AND GAS TAX BENEFITS - SUMMARY
Statewide Benefits

• Infrastructure Investments
• Oil and Gas Producing region through In Lieu of Property Tax GPT Formula
• Statewide through appropriations from the RTF, SIIF, DOT

• Educational Funding
• Foundation Aid Payments 
• Rapid Enrollment Grants

• Tax Relief Fund
• Budget Stabilization Fund
• Research Investments

• Oil and Gas Research Fund
• Renewable Energy Development Fund
• Lignite Energy Research Fund



OIL AND GAS TAX BENEFITS - CONCLUSIONS
Statewide Benefits

• Continued support of the responsible development of the oil and gas 
resources in the state provide benefits for all of North Dakota

• Common Sense Regulations
• Reasonable Tax Policy
• Infrastructure Development

• Continued support of investments for infrastructure in the oil and gas 
producing region are important to the success of the industry

• Stable Funding Formula
• Community Infrastructure Investments
• Quality of Life Initiatives



2021-2023 Biennium Oil & Gas 
Tax Revenue Forecasts



OIL TAX ALLOCATIONS TO STATE FUNDS

State Funds 21-23 Forecast

Tribal Share $486,890,000

Legacy Fund $971,340,000

Outdoor Heritage $15,000,000

Abandoned Well $11,720,000

Political Subdivisions $518,220,000

Common Schools $158,690,000

Foundation Aid $158,690,000

Resource Trust Fund $321,110,000

Energy Conservation Grants $1,200,000

Renewable Energy $3,000,000

Oil and Gas Research $16,000,000

State Energy Research Fund $5,000,000

$50.00 ND price with 1.1 / 1.0 production avg. (21-23 Revenue Forecast)



**As of 7/31/2022
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$400 M

$15.5 M
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$200 M

$20 M

ForecastState Share “The Buckets”
14 $1,052 M

15a - General Fund $200 M

16 - Tax Relief $200 M

17 - Budget Stabilization $75 M

18 - Lignite Research $10 M

19 - Disaster Relief (capped at $20M)

15b - General Fund $200 M

20 – Strategic Investment (SIIF) $400 M

24 – City/County (OPD Fund) $230 M

25 – Airport (OPD Fund) $20 M

26 – Strategic Investment (SIIF) $Remaining

$50.00 ND price with 1.1 / 1.0 production avg. (21-23 Revenue Forecast)

$191.9 M



Brent Bogar  |  AE2S  | Brent.Bogar@AE2S.com

OIL AND GAS TAX REVENUES
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