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- Oil and Gas Tax Study Highlights
z' 1. Oil extraction and production tax revenues are over $26 billion for fiscal years 2008-2022.

2. Inthe past 5 fiscal years, oil extraction and production taxes are approximately 51% of all taxes
collected by the State.

3. Since 2008, oil and gas tax revenue has provided over $1.4 billion for water projects, $1.8 billion
for education, and an additional $5.9 billion in funding for communities and infrastructure across
the State. Oil and gas taxes also deposited $6.9 billion into the Legacy Fund for the future of
North Dakota.
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Total Taxes Collected | 2008-2022
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North Dakota Legacy Fund

The North Dakota Legacy Fund was established as law in 2010 under Article X, Section 26 of the
North Dakota Constitution. Under State law, 30% of total revenue that comes from oil and gas taxes
must be transferred into the Legacy Fund. The purpose of the Legacy Fund is to create a perpetual
source of revenue that comes from the taxes on oil and gas activity in the State. The principal of the
Legacy Fund is invested, and earnings are transferred into the General Fund at the close of each

biennium. The State’s Legislature can also transfer money from other sources to add to the Legacy
Fund's principal. No more than 15% of the Legacy Fund'’s principal can be expended during each
biennium. During the 2021 legislative session, lawmakers approved a $680 million bonding package to
fund infrastructure projects across the State. Projects included flood protection in Fargo and Minot,
ND DOT for bridge and road projects, additional funding the infrastructure revolving loan program and
the building of the NDSU Agricultural Products Development Center. By utilizing the earnings from
the Legacy Fund for the bond payments the projects are funded without increases in taxes.




Oil and Gas Tax Benefits

The entire State of North Dakota benefits from the oil and gas tax. From infrastructure
investments, to education, tax relief, budget stabilization and research investments, the revenue
touches every resident in the State in some way.

The Extraction Tax is the gross value of oil production at the well, less any part that is specifically
exempt. The Extraction Tax rate is 5%, with a trigger that can adjust the rate to 6% when oil prices
exceed a certain price. In 2022 the Extraction Tax brought in $1.3 billion to North Dakota.

The Gross Production Tax is in lieu of property taxes assessed locally and is the gross value of
oil production at the well, less any part that is specifically exempt. Since July 1, 1957, the Gross
Production Tax rate has been 5.0%. This year the Gross Production Tax revenue is nearly $1.5 billion.

In all, the Extraction and Gross Production Taxes brought approximately $2.8 billion in fiscal year 2022 for the
State. Revenue from the taxes provides financial resources to Constitutional Funds such as the Legacy Fund,
Resources Trust Fund, Common Schools, and Foundation Aid.

Oil and gas tax revenue also benefit State Funds like the General Fund, Conservation Grant Fund, Renewable
Energy Development Fund, Oil and Gas Research Fund, Outdoor Heritage Fund, Tax Relief Fund, Budget
Stabilization Fund, Lignite Research Fund, Strategic Investment and Improvement Fund, and the Abandoned
Well and Reclamation Fund.

Finally, oil and gas tax revenue provide funding to Hub Cities, counties, cities, schools, townships, and Impact
Grant Funds, in lieu of property tax on the oil and gas production.
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Oil and Gas Tax Study Purpose

Western Dakota Energy Association (WDEA) and North Dakota Petroleum Council (NDPC)
collaborate each biennium to develop the Oil and Gas Tax Revenue Study to review the Extraction
and Gross Production Tax collections by the State of North Dakota. The study includes collections
from fiscal years 2008 to 2022. The information in this document illustrates the many ways
revenue from the Extraction Tax and Gross Production Tax benefit all of North Dakota and details
where and how the funding has been distributed by the State Legislature.

Oil and Gas Tax Study Methodology

Data from the following sources is utilized to develop the annual Oil and Gas Tax Revenue Study:
Department of Mineral Resources, Department of Water Resources, State Tax Department,
State Treasurer, Office of Management and Budget, Legislative Council, State Investment Board,
Department of Public Instruction, and Department of Transportation. The Study’s authors
categorize project types to the best of their knowledge to describe the allocation of funds
regarding project location and use of funds.

- Oil and Gas Tax Revenue Study Sponsors
"o"

WDEA is a membership organization comprised of the 20 counties, as well as cities and school
districts in the oil and coal-producing regions of North Dakota. WDEA supports sustainable energy
development and responsible revenue sharing for its members.

NDPC has been the primary voice of the oil and gas industry in the state since 1952. NDPC

promotes and enhances the discovery, development, production, transportation, refining,

conservation and marketing of oil and gas in North Dakota, as well as South Dakota and the Rocky

Mountain region. NDPC endeavors to promote opportunities for open discussion and education o
"— concerning the petroleum industry while gathering and disseminating information about the

industry to foster the best interests of the public and the industry. NDPC also seeks to monitor

and influence legislative and regulatory activities on the state and national level.

For more information visit: TaxStudy.NDEnergy.org
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