DISTRIBUTION OF ESTIMATED OIL EXTRACTION AND OIL AND GAS GROSS PRODUCTION
TAXES FOR THE 2013-15 BIENNIUM (AMOUNTS SHOWN IN MILLIONS)

Total oil and gas tax collections are estimated to be $5.28 billion for the 2013-15 biennium, an increase of $153.5 million from the executive budget
recommendation estimate of $5.13 billion. House Bill No. 1134 (2013) provided an exemption from oil and gas gross production taxes for natural gas gathering
lines which decreased oil and gas gross production tax revenues by $14.1 million. House Bill No. 1198 (2013) made changes to the application of oil extraction
taxes and modified the tribal agreement for distribution of taxes collected on the Fort Berthold Reservation which increased oil extraction tax revenues by
$167.6 million, of which $81 million is allocated to the tribal share.

QOil and North
Common | Foundation Gas Oil and Dakota Abandoned
Schools Aid Resources Impact Gas Outdoor Well
State Legacy Trust Stabilization Trust Grant Research | Heritage Political Tribal |Reclamation
Tax Share! Fund? Fund® Fund® Fund* Fund® Fund® Fund’ | Subdivisions® | Share®| Fund®™ Total

2013-15 legislative
forecast®
Oil extraction tax*° $841.02 $846.38 $282.16 $282.16 $564.32 $0.00 $5.33 $0.00 $0.00 | $174.00 $0.00| $2,995.37
Oil and gas gross
production tax™! 671.88 655.80 0.00 0.00 0.00 240.00 4.67 17.62 588.09 98.40 10.00| 2,286.46
Total $1,512.90| $1,502.18 $282.16 $282.16 $564.32 $240.00 $10.00 $17.62 $588.09 | $272.40 $10.00| $5,281.83

The Legislative Assembly in 2011 created a new section to North Dakota Century Code Chapter 57-51.1 to provide for the allocation of the state's share of oil and gas tax
revenues designated for deposit in the general fund under Chapters 57-51 and 57-51.1. The funds and the estimated allocations for the 2013-15 biennium are:
e The first $200 million is deposited in the general fund ($200 million);
The next $341,790,000 is deposited in the property tax relief fund ($341,790,000);
The next $100 million is deposited in the general fund ($100 million);
The next $100 million is deposited in the strategic investment and improvements fund ($100 million); and
The next $22 million is deposited in the state disaster relief fund ($22 million).

Any additional revenues are deposited in the strategic investment and improvements fund ($749,118,225). Pursuant to Section 15-08.1-08, if the unobligated balance of the
strategic investment and improvements fund exceeds $300 million at the end of any month, 25 percent of any revenues received for deposit in the strategic investment and
improvements fund in the subsequent month must be deposited instead into the legacy fund. The legislative budget estimates a transfer of $212,279,556 of oil and gas tax
revenue from the strategic investment and improvements fund to the legacy fund for a net deposit in the strategic investment and improvements fund, including the $100 million
allocation above, of $636,838,669.

2Passage of constitutional measure No. 1 in the November 2010 general election resulted in the creation of a legacy fund. The legacy fund receives 30 percent of oil and gas gross
production and oil extraction taxes beginning July 1, 2011. In addition to the amount shown, $212,279,556 of oil and gas tax revenue is estimated to be transferred to the legacy
fund from the strategic investment and improvements fund during the 2013-15 biennium providing total deposits from oil and gas tax revenues of $1,714,030,381.
Section 15-08.1-08 provides if the unobligated balance of the strategic investment and improvements fund exceeds $300 million at the end of any month, 25 percent of any
revenues received for deposit in the strategic investment and improvements fund in the subsequent month must be deposited instead into the legacy fund. The $212,279,556 does
not reflect additional transfers from the strategic investment and improvements fund from revenue sources other than oil and gas tax revenue.

*The Legislative Assembly in 1993 passed Senate Concurrent Resolution No. 4011, which contained a constitutional amendment relating to the distribution of oil extraction tax
revenues. The constitutional amendment was approved by the voters in the November 1994 general election. The constitutional amendment provides 20 percent of the oll
extraction tax revenues is to be allocated:

e 50 percent (of the 20 percent) to the common schools trust fund.
e 50 percent (of the 20 percent) to the foundation aid stabilization fund.
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“The amount shown reflects the estimated distribution of 20 percent of oil extraction taxes to the resources trust fund. The Legislative Assembly in 2013 Senate Bill No. 2014
provides for allocation of 5 percent of the oil extraction tax revenue deposited in the resources trust fund, not to exceed $3 million, to the renewable energy development fund, to be
spent pursuant to a continuing appropriation and one-half of 1 percent of the oil extraction tax revenue deposited in the resources trust fund, not to exceed $1.2 million, to a newly
created energy conservation fund.

*The Legislative Assembly in 2013 House Bill No. 1358 amended Section 57-51-15 to increase the allocation of gross production tax to the oil and gas impact grant fund from $100
million to $240 million.

®Section 57-51.1-07.3 (2003 Senate Bill No. 2311) establishes an oil and gas research fund and provides 2 percent of the state's share of oil and gas gross production tax and oil
extraction tax revenues, up to $4 million per biennium, are to be deposited in the oil and gas research fund. All money deposited in the oil and gas research fund is appropriated
as a continuing appropriation to the Oil and Gas Research Council. The Legislative Assembly in 2013 Senate Bill No. 2014 increased the allocation to $10 million per biennium.

"The Legislative Assembly in 2013 House Bill No. 1278 provides an allocation of 4 percent of the first 1 percent of oil and gas gross production tax revenue, to a newly created
North Dakota outdoor heritage fund with an annual funding cap of $15 million, or $30 million per biennium.

83ection 57-51-15 provides a formula for distribution of the oil and gas gross production tax to counties and other political subdivisions. The Legislative Assembly in 2013 changed

the formula in House Bill No. 1358. For a county that receives less than $5 million annual of oil tax allocations, up to 35 percent of all revenues allocated to counties must be
apportioned to school districts within the county on the average daily attendance distribution basis. Up to 20 percent of all revenues allocated to counties must be apportioned to
incorporated cities in the county based on population and the remaining 45 percent is provided to the county. For a county that receives $5 million or more, up to 9 percent of all
revenues allocated to counties must be apportioned to hub cities based on percentages. Up to 3 percent of all revenues allocated to counties must be apportioned equally to
townships in the county. Up to 3 percent of all revenues allocated to counties must be apportioned to townships in the county based on the proportion of township miles. Up to
5 percent of all revenues allocated to counties must be apportioned to schools based on the average daily attendance distribution basis, with hub schools omitted from this
apportionment. Up to 20 percent of all revenues allocated to counties must be apportioned to cities with hub cities omitted from this apportionment and the remaining 60 percent is
provided to the county.

°The amounts shown are as estimated in the 2013-15 legislative budget.

“The oil extraction tax rate is 6.5 percent of the gross value at the well for wells drilled prior to April 27, 1987. For oil produced from wells drilled after April 27, 1987, there is no
extraction tax levied for 15 months, and thereafter the rate is 4 percent. The initial production of oil from a well that is drilled and completed before July 1, 2013, is exempt from
any oil extraction tax for a period of 60 months if it meets any of the following conditions:

e Is on nontrust lands located within the boundaries of an Indian reservation;
e Ison lands held in trust for an Indian tribe or individual Indian; or
e Isonlands held by an Indian tribe as of August 1, 1997.

For oil produced from any well drilled and completed as a horizontal well after April 27, 1987, there is no extraction tax levied for 24 months, and thereafter the rate is 4 percent.
The oil extraction tax rate is 4 percent for qualifying secondary and tertiary recovery projects, and production from stripper wells and enhanced oil production methods is exempt. If
the average price of a barrel of oil exceeds the trigger price for each month in any consecutive five-month period, the oil extraction tax will become 6.5 percent. The tax rate
reverts to 4 percent if the average price of a barrel of oil is less than the trigger price for each month in any consecutive five-month period. The trigger price is defined in statute as
$35.50, as indexed for inflation, and the Tax Commissioner computes the indexed trigger price by December 31 of each year to be applied for the following calendar year. The
adjusted trigger price for calendar year 2012 is $50.07, and the adjusted trigger price for 2013 is anticipated to be $52.20.

The first 75,000 barrels of oil produced during the first 18 months after completion, from a well drilled and completed outside the Bakken and Three Forks formations, and 10 miles
or more outside an established field in which the Industrial Commission has defined the pool to include the Bakken or Three Forks formation, is subject to a reduced tax rate of
2 percent of the gross value at the well of the oil. A well eligible for a reduced tax rate under this subsection is eligible for the trigger price exemption if the trigger price exemption is
effective during all or part of the first 24 months after completion.

A contingent rate reduction in the oil extraction tax, which can only go into effect if the trigger price rate reduction is not in effect, reduces the oil extraction tax rate for horizontal
wells from 6.5 percent to 2 percent during the time the rate reduction is in effect. The contingent rate reduction applies to oil produced during the first 18 months after completion for
a horizontal well drilled and completed after April 30, 2009, and before July 1, 2013, and is limited to the first 75,000 barrels, or the first $4.5 million of gross value at the well, of oil
produced from the well. The rate reduction becomes effective on the first day of the month following a month for which the average price of a barrel of crude oil is less than
$55 and becomes ineffective on the first day of the month following a month for which the average price of a barrel of crude oil exceeds $70.

Beginning July 1, 2011, the oil extraction tax is allocated 30 percent to the legacy fund, 20 percent to the resources trust fund for water development projects, 10 percent to the
common schools trust fund, 10 percent to the foundation aid stabilization fund, and 30 percent to the state general fund.
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“The gross production tax on oil is 5 percent of the gross value at the well on oil produced. The gross production tax on gas is four cents times the gas base rate adjustment for
each fiscal year as calculated by the Tax Department.

The oil and gas gross production tax is distributed per formula to the legacy fund (30 percent), the oil and gas impact grant fund (up to $240 million per biennium), the oil and gas
research fund, the state general fund, and to political subdivisions within producing counties. Section 57-51-15.1 (2013 House Bill No. 1358) changed the maximum distribution to
the oil and gas impact grant fund from $100 million per biennium to $240 million for the 2013-15 biennium only. House Bill No. 1358 also changed the formula distribution of oil
and gas gross production tax collections to political subdivisions.

The Legislative Assembly in 2013 House Bill No. 1198 amended Section 57-51.2-02 to increase the tribal share of revenue allowable under the tribal agreement for production on

nontrust lands from 20 percent of oil and gas gross production taxes to 50 percent of total oil and gas gross production tax and oil extraction tax. The bill also eliminates the 5-year
oil extraction tax exemption for wells drilled on an Indian reservations after June 30, 2013.

®The Legislative Assembly in 2013 House Bill No. 1333 provided for 4 percent of the first 1 percent of oil and gas gross production tax to be allocated to the abandoned oil and gas

well plugging and site reclamation fund, but not in an amount exceeding $5 million per state fiscal year and not in an amount that would bring the balance of the fund to more than
$75 million.

North Dakota Legislative Council B-15 June 2013




	63rd LEGISLATIVE ASSEMBLY STATE BUDGET ACTIONS FOR THE 2013-15 BIENNIUM 
	INTRODUCTION

	INDEX

	SECTION A - 
EXECUTIVE SUMMARY
	SECTION B - GENERAL FUND REVENUES
	GENERAL FUND REVENUE SUMMARY
	GENERAL FUND REVENUE ESTIMATES FOR THE 2011-13 AND
 2013-15 BIENNIUMS 
	2013-15 ESTIMATED GENERAL FUND REVENUES
	2011-13 ESTIMATED GENERAL FUND REVENUES
	DEFICIENCY APPROPRIATIONS FOR THE 2011-13 BIENNIUM
	DISTRIBUTION OF ESTIMATED OIL EXTRACTION AND OIL AND GAS GROSS PRODUCTION
 TAXES FOR THE 2013-15 BIENNIUM

	SECTION C - APPROPRIATIONS
	APPROPRIATIONS SUMMARY
	COMPARISON OF 2011-13 AND  2013-15 LEGISLATIVE APPROPRIATIONS
	COMPARISON OF EXECUTIVE BUDGET AND LEGISLATIVE APPROPRIATIONS FOR THE 2013-15 BIENNIUM
	ONE-TIME GENERAL FUND APPROPRIATIONS FOR THE 2013-15 BIENNIUM
	CONTINGENT 2013-15 BIENNIUM GENERAL FUND APPROPRIATIONS
	2013-15 BIENNIUM GENERAL FUND APPROPRIATIONS
	COMPARISON OF 2011-13 AND 2013-15 GENERAL FUND APPROPRIATIONS
	2013-15 BIENNIUM ALL FUNDS APPROPRIATIONS
	COMPARISON OF 2011-13 AND 2013-15 ALL FUNDS APPROPRIATIONS

	SECTION D - ELECTED OFFICIALS
	101 - 
GOVERNOR 
	108 - 
SECRETARY OF STATE 
	117 - 
STATE AUDITOR 
	120 - 
STATE TREASURER 
	125 - 
ATTORNEY GENERAL 
	127 - 
TAX COMMISSIONER 
	401 -  INSURANCE COMMISSIONER

	408 - 
PUBLIC SERVICE COMMISSION 
	602 - 
AGRICULTURE COMMISSIONER 

	SECTION E - ELEMENTARY AND SECONDARY EDUCATION
	ELEMENTARY AND SECONDARY EDUCATION - OVERVIEW
	201 - 
DEPARTMENT OF PUBLIC INSTRUCTION 
	STATE SCHOOL AID, OTHER GRANTS, AND DEPARTMENT OF PUBLIC INSTRUCTION ADMINISTRATION 
	STATE SCHOOL AID PER STUDENT PAYMENTS/INTEGRATED PER STUDENT PAYMENT RATES AND WEIGHTED STUDENT UNITS
 

	SECTION F - HIGHER EDUCATION
	HIGHER EDUCATION - OVERVIEW
	INSTITUTIONS OF HIGHER EDUCATION FULL-TIME EQUIVALENT STUDENT ENROLLMENTS

	HIGHER EDUCATION - TUITION RATES
	215 - 
NORTH DAKOTA UNIVERSITY SYSTEM OFFICE 
	227 - 
BISMARCK STATE COLLEGE 
	228 - 
LAKE REGION STATE COLLEGE 
	229 - 
WILLISTON STATE COLLEGE 
	230 - 
UNIVERSITY OF NORTH DAKOTA 
	232 - 
UNIVERSITY OF NORTH DAKOTA SCHOOL OF MEDICINE AND HEALTH SCIENCES 
	235 - 
NORTH DAKOTA STATE UNIVERSITY 
	238 - 
STATE COLLEGE OF SCIENCE 
	239 - 
DICKINSON STATE UNIVERSITY 
	240 - 
MAYVILLE STATE UNIVERSITY 
	241 - 
MINOT STATE UNIVERSITY 
	242 - 
VALLEY CITY STATE UNIVERSITY 
	243 - 
DAKOTA COLLEGE AT BOTTINEAU 
	244 - 
FOREST SERVICE 

	SECTION G - HUMAN SERVICES
	DEPARTMENT OF HUMAN SERVICES - SUMMARY
	325 - 
DEPARTMENT OF HUMAN SERVICES 

	SECTION H - OTHER AGENCIES
	110 - 
OFFICE OF MANAGEMENT AND BUDGET 
	112 - 
INFORMATION TECHNOLOGY DEPARTMENT 
	140 - 
OFFICE OF ADMINISTRATIVE HEARINGS 
	150 - 
LEGISLATIVE ASSEMBLY 
	160 - 
LEGISLATIVE COUNCIL 
	180 - 
JUDICIAL BRANCH 
	188 - 
COMMISSION ON LEGAL COUNSEL FOR INDIGENTS 
	190 - 
RETIREMENT AND INVESTMENT OFFICE 
	192 - 
PUBLIC EMPLOYEES RETIREMENT SYSTEM 
	226 - 
DEPARTMENT OF TRUST LANDS 
	250 - 
STATE LIBRARY 
	252 - 
SCHOOL FOR THE DEAF 
	253 - 
NORTH DAKOTA VISION SERVICES - SCHOOL FOR THE BLIND 
	270 - 
DEPARTMENT OF CAREER AND TECHNICAL EDUCATION 
	301 - 
STATE DEPARTMENT OF HEALTH 
	305 - 
TOBACCO PREVENTION AND CONTROL EXECUTIVE COMMITTEE 
	313 - 
VETERANS' HOME 
	316 - 
INDIAN AFFAIRS COMMISSION 
	321 - 
DEPARTMENT OF VETERANS' AFFAIRS 
	360 - 
PROTECTION AND ADVOCACY PROJECT 
	380 - 
JOB SERVICE NORTH DAKOTA 
	405 - 
INDUSTRIAL COMMISSION 
	406 - 
LABOR COMMISSIONER 
	412 - 
AERONAUTICS COMMISSION 
	413 - 
DEPARTMENT OF FINANCIAL INSTITUTIONS 
	414 - 
SECURITIES DEPARTMENT 
	471 - 
BANK OF NORTH DAKOTA 
	473 - 
HOUSING FINANCE AGENCY 
	475 - 
MILL AND ELEVATOR ASSOCIATION 
	485 - 
WORKFORCE SAFETY AND INSURANCE 
	504 - 
HIGHWAY PATROL 
	530 - 
DEPARTMENT OF CORRECTIONS AND REHABILITATION 
	540 - ADJUTANT GENERAL

	601 - 
DEPARTMENT OF COMMERCE 
	627 - 
UPPER GREAT PLAINS TRANSPORTATION INSTITUTE 
	628 - 
BRANCH RESEARCH CENTERS 
	630 - 
NDSU EXTENSION SERVICE 
	638 - 
NORTHERN CROPS INSTITUTE 
	640 - 
NDSU MAIN RESEARCH CENTER 
	649 - 
AGRONOMY SEED FARM 
	665 - 
STATE FAIR ASSOCIATION 
	670 - 
RACING COMMISSION 
	701 - 
STATE HISTORICAL SOCIETY 
	709 - 
COUNCIL ON THE ARTS 
	720 - 
GAME AND FISH DEPARTMENT 
	750 - 
PARKS AND RECREATION DEPARTMENT 
	770 - 
STATE WATER COMMISSION 
	801 -  DEPARTMENT OF TRANSPORTATION 

	SECTION I - CAPITAL CONSTRUCTION
	CAPITAL CONSTRUCTION - SUMMARY
	MAJOR NEW CAPITAL CONSTRUCTION FOR THE 2013-15 BIENNIUM
	EXTRAORDINARY REPAIRS FOR THE 2013-15 BIENNIUM
	CAPITAL CONSTRUCTION SCHEDULE OF 
LEASE PAYMENTS AND OUTSTANDING PRINCIPAL BALANCES

	SECTION J - STATE EMPLOYEES
	STATE EMPLOYEES - OVERVIEW
	ANALYSIS OF FTE POSITIONS AUTHORIZED BY THE LEGISLATIVE ASSEMBLY IN 2013 FOR THE 2013-15 BIENNIUM
	NUMBER OF STATE EMPLOYEES - HISTORY
	ANALYSIS OF STATE EMPLOYEE SALARY INCREASES
	ANALYSIS OF ELECTED OFFICIALS' SALARIES
	COST OF STATE EMPLOYEE SALARY AND HEALTH INSURANCE INCREASE HISTORY

	SECTION K - INFORMATION TECHNOLOGY PROJECTS FOR THE 2013-15 BIENNIUM

	SECTION L - TRUST FUND ANALYSES
	BEGINNING FARMER REVOLVING LOAN FUND
	STATE BONDING FUND
	BUDGET STABILIZATION FUND
	CAPITOL BUILDING FUND
	CENTERS OF EXCELLENCE FUND
	CENTERS OF RESEARCH EXCELLENCE FUND
	COAL DEVELOPMENT TRUST FUND
	COMMON SCHOOLS TRUST FUND
	COMMUNITY HEALTH TRUST FUND
	ELECTRONIC HEALTH INFORMATION EXCHANGE FUND
	ENVIRONMENT AND RANGELAND PROTECTION FUND
	FIRE AND TORNADO FUND
	FOUNDATION AID STABILIZATION FUND
	HEALTH CARE TRUST FUND
	HEALTH INFORMATION TECHNOLOGY LOAN FUND
	HEALTH INFORMATION TECHNOLOGY PLANNING LOAN FUND
	LEGACY FUND
	LIGNITE RESEARCH FUND
	PROPERTY TAX RELIEF FUND
	RESEARCH NORTH DAKOTA FUND
	RESOURCES TRUST FUND
	RISK MANAGEMENT FUND
	SENIOR CITIZEN SERVICES AND PROGRAMS FUND
	STATE AID DISTRIBUTION FUND
	STATE DISASTER RELIEF FUND
	STRATEGIC INVESTMENT AND IMPROVEMENTS FUND
	STUDENT LOAN TRUST FUND
	TOBACCO PREVENTION AND CONTROL TRUST FUND
	TOBACCO SETTLEMENT TRUST FUND
	TUITION TRUST FUND
	VETERANS' POSTWAR TRUST FUND
	WATER DEVELOPMENT TRUST FUND

	SECTION M - HISTORICAL DATA
	GENERAL FUND STATEMENTS - HISTORY
	MEMORANDUM ON TOTAL GENERAL FUND AND SPECIAL FUNDS APPROPRIATIONS

	COMPARISON OF EXECUTIVE BUDGET RECOMMENDATIONS TO FINAL BUDGETS

	COMPARISON OF AGENCY REQUESTS, EXECUTIVE RECOMMENDATIONS, AND LEGISLATIVE APPROPRIATIONS FOR STATE SCHOOL AID

	MAJOR STATE APPROPRIATIONS AND REVENUE ALLOCATIONS FOR DIRECT ASSISTANCE TO POLITICAL SUBDIVISIONS





